Washington State
Liquor Control Board

Washington State Liquor Control Board Meeting

Wednesday, September 24, 2014, 10:00 a.m.
LCB Headquarters Building - 3000 Pacific Avenue SE, Olympia WA 98501

Meeting Agenda

1. CALL TO ORDER

2. APPROVAL OF MEETING MINUTES
Approval of August 6, 2014, Meeting Minutes
Approval of September 10, 2014, Meeting Minutes

3. ACTION ITEMS
Presenter - Karen McCall, Agency Rules Coordinator
Approvals to Implement 2014 Legislation:
A. Board Approval to File (CR 103) for Distillery & Craft Distillery Changes
B. Board Approval to File (CR 103) for Senior Center License
C. Board Approval to File (CR 103) for Day Spa Permit
4. WEEKLY MARIJUANA LICENSING UPDATE
Presenter - Becky Smith, Marijuana Licensing & Regulations Manager

5. NEW BUSINESS/OLD BUSINESS
Citizens are invited to address the Board regarding any issue(s) related to LCB business.

6. ADJOURN

Please note - meeting agendas are subject to change to accommodate LCB business needs
Complete meeting packets are available online: http://Icb.wa.qov/boardmeetings/board _meetings

For questions about agendas or meeting materials you may email maureen.malahovsky@del.wa.qgov or call 360.664.1717



http://lcb.wa.gov/boardmeetings/board_meetings
mailto:m
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Date: September 17, 2014

To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Chris Marr, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Randy Simmons, Deputy Director
Justin Nordhorn, Chief of Enforcement
Alan Rathbun, Licensing Director

Subject: Approval of final rulemaking (CR 103) to revise rules in Chapter 314-
28 WAC for changes to the Distiller & Craft Distiller Licenses

At the Board meeting on September 17, 2014, the rules coordinator requests that the
Liquor Control Board approve the final rulemaking (CR 103) for new rules in Chapter
314-28 WAC for changes to the Distiller and Craft Distiller Licenses.

The Board was briefed on the rule making background and public comment for this rule
making. An issue paper and text of the rules is attached.

If approved, the Rules Coordinator will send an explanation of the rule making to all
persons who submitted comments.

After sending this explanation, the Rules Coordinator will file the rules with the Office of
the Code Reviser. The effective date of the rules will be 31 days after filing.

Approve Disapprove

Sharon Foster, Chairman Date
Approve Disapprove

Ruthann Kurose, Board Member Date
Approve Disapprove

Chris Marr, Board Member Date

CR 103 Changes to the Distiller & Craft Distiller 1 9/17/14






Washington State Liquor Control Board
Issue Paper
Rules to Implement 2014 Legislation — Distiller &

Craft Distiller License Changes
Date: September 17, 2014
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this issue paper is to recommend that the Washington State
Liquor Control Board (WSLCB) proceed with final rule making and adopt the
rules for the Distiller and Craft Distiller Licenses.

Why is rule making necessary?
Rules are needed to implement the following legislation passed in the 2014
legislative session:

e SSB 6226 - Distiller and Craft Distiller License Changes

Public Comment

One public comment was received at the public hearing held on September 10,
2014:

Jim Hedrick - Washington Distillers Guild

Asked for clarification of WAC 314-28-050 (1)(g) regarding spirits samples
altered with water or ice only. The Guild understands that the product cannot be
altered by retailers at the point of sale but he and his fellow Guild members are
wondering if this means the samples can only be altered with water or ice only
after sale.

LCB response: The retailer can only alter spirits for sampling with water or ice
only.

No written comments were received.

What changes are being proposed?

Revised Section. WAC 314-28-005 Definitions. Added a definition for
“craft distillery”.

Revised Section. WAC 314-28-030 What does a distillery allow?
Changed the title of the section. Added language to include what a activities a
distillery is allowed to conduct under the distillery license which includes selling
product of their own production to customers at their licensed premises,
providing samples, free or for a charge to customers at their licensed premises,
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and contract distilling spirits for other distilleries, craft distilleries, and
manufacturers’ or for export.

Revised Section. WAC 314-28-050 What does a craft distillery license
allow? Changed the maximum amount a craft distillery can produce in a
calendar year from 60,000 proof gallons to 150,000 proof gallons. Removed
the two liter a day per person limit a craft distiller can sell to customers at their
licensed premises. Added language that allows a craft distiller to charge for
samples provided at the licensed premises to customers. Also added language
that allows the craft distiller to dilute the samples with water or ice only.

Revised Section. WAC 314-28-055 What are the requirements for
contract production by craft distilleries? Changed the maximum amount a

craft distillery can produce in a calendar year from 60,000 proof gallons to
150,000 proof gallons.

Attachment: Proposed Rules
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AMENDATORY SECTION (Amending WSR 10-19-066, filed 9/15/10, effective
10/16/10)

WAC 314-28-055 What are the requirements for contract production
by craft distilleries? (1) This section clarifies the language for
contract production found in RCW 66.24.145. For the purposes of this
section, contract production is when one craft distillery, referred to
as the "contractor " produces dlstllled splrlts for ((a—d+st+l#e¥y—4+-

)) and sells contract dlstllled SDI—

rits to holders of distillers” or manufacturers® licenses including
licenses issued under RCW 66.24.520, referred to as 'contractee,' and
for export from the state. This distilled spirit is referred to as the
"product.”

(a) The contractee is the product owner. The contractee may han-
dle the product under its license as RCW and WAC allow.

(b) The contractor is required to physically transport all con-
tracted product to the contractee. The contractor is not allowed to
distribute or retail the product.

(2) The contractor must submit a copy of the contract to the
board prior to production. Any changes in the contract must also be
submitted to the board prior to subsequent production. The board may
require additional information.

(3) The contractor and contractee are required to obtain any fed-
eral approvals.

(4) Maintaining qualification as a craft distillery. Each craft
distillery, whether in the capacity of a contractor or contractee, 1is
allowed to produce ((skxty)) one hundred fifty thousand gallons or
less of total product per year. Total product, iIn this instance, in-
cludes:

(a) Product owned and produced by the craft distillery;

(b) Product owned and produced by the craft distillery for export
from the state;

(c) Product owned by the craft distillery but produced by another
craft distillery;

(d) Product produced by the craft distillery on behalf of another
craft distillery;

(e) Product produced by the craft distillery under contract for
another distillery, manufacturer, or grower.

(5) Reporting and recordkeeping.

(a) The contractor must include all product produced including
contract production when it reports its monthly production to the
board.

(b) The contractee must include the product contract produced by
another craft distillery when the contractee reports its monthly pro-
duction to the board.

(c) The contractor®s and the contractee®s recordkeeping documents
must include the product information for each contract. The informa-
tion must show the quantities produced.
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AMENDATORY SECTION (Amending WSR 10-01-090, filed 12/16/09, effective
1/16/10)

WAC 314-28-005 Definitions. The following definition applies to
distilleries.

"Craft distillery” means any distillery licensed under RCW
66.24.145 and located in the state of Washington.

"Domestic distillery” means any distillery licensed under RCW
66.24.140 and located in the state of Washington.

AMENDATORY SECTION (Amending WSR 12-12-065, Tfiled 6/5/12, effective
7/6/12)

WAC 314-28-030 ((Ehanhges—to—the—distilHler—and —craft—distiller
Heenser)) What does a distillery allow? (1) ((Begmnntng—iareh—1—
2042 —aH—drstiHlertes—Hecensed—under RCH-—66-24-140—and—66-24-145 may

=)) A distillery license allows the licensee to:

(a) Sell splrlts of their own production directly to a licensed
spirits distributor in the state of Washington and to a licensed spi-
rits retailer in the state of Washington;

(b) Sell spirits of its own production for consumption off the
premises. A distiller selling spirits under this subsection must com-
ply with the applicable laws and rules relating to retailers;

(c) Provide free or for a charge one-half ounce or less samples
of spirits of its own production to persons on_ the premises of the
distillery.

(1) Samples may be altered with ice or water only.

(i1) The maximum total per person per day is two ounces.

(iii) Every person who participates in _any manner in the service
of samples must obtain a class 12 alcohol server permit.

(d) Contract distilled spirits for, and sell contract distilled
spirits to, holders of distillers®™ or manufacturers®”™ licenses, includ-
ing licenses issued under RCW 66.24.520, or for export.

(2) Contract production is when one distillery, referred to as
the ''‘contractor,' produces distilled spirits for and sells contract
distilled spirits to holders of a distillery license, or manufactur-
ers” license including licenses issued under RCW 66.24.520, referred
to as '"'contractee," and for export from the state. This distilled spi-
rit is referred to as the ''product."”

(a) The contractee is the product owner. The contractee may han-
dle the product under its license as the Revised Code of Washington
and the Washington Administrative Code allow.

(b) The contractor is required to physically transport all con-
tracted product to the contractee. The contractor is not allowed to
distribute or retail the product.

(3) The contractor must submit a copy of the contract to the
board prior to production. Any changes in the contract must also be

[ 1] 0TS-6556. 1





submitted to the board prior to subsequent production. The board may
require additional information.

(4) The contractor and contractee are required to obtain any fed-
eral approvals.

AMENDATORY SECTION (Amending WSR 12-12-065, Tfiled 6/5/12, effective
7/6/12)

WAC 314-28-050 What does a craft distillery license allow? (1)
A craft distillery license allows a licensee to:

(a) Produce ((s#xty)) one hundred fifty thousand proof gallons or
less of spirits per calendar year. A "proof gallon™ is one liquid gal-
lon of spirits that is fifty percent alcohol at sixty degrees Fahren-
heit;

(b) Sell spirits of its own production directly to a customer for
off-premises consumption, provided that the sale occurs when the cus-
tomer is physically present on the licensed premises. A—leensee—may
=)) A craft distiller
may not sell liquor products of someone else®s production;

(c) ((Fer—sales—on—or—afterMareh—1;-2012;)) Sell spirits of its
own production to a licensed spirits distributor;

(d) ((FeF—sales—en—eF—afteF—MaFeh—é——QO&Q—)) Sell spirits of its
own production to a licensed spirits retailer in the state of Washing-
ton;

(e) Sell to out-of-state entities;

() Provide, free ((e¥)) or for a charge, samples of spirits of
its own production to persons on the distillery premises.

(i) Each sample must be one-half ounce or less, with no more than
two ounces of samples provided per person per day.

(ii) Samples ((must—be—unaltereds;—and)) may be altered with ice
or water only.

(iii) Anyone involved in the serving of such samples must have a
valid Class 12 alcohol server permit.

(iv) Samples must be in compliance with RCW 66.28.040;

(9) Provide((s—Free—oF—charge;)) samples of spirits of its own
production to retailers. Samples must be unaltered, and in compliance
with RCW 66.28.040, 66.24.310 and WAC 314-64-08001. Samples are con-
sidered sales and are subject to taxes;

(h) Contract produce spirits for holders of a distiller or manu-
facturer license.

(2) A craft distillery licensee may ((A

)) add a
spirits, beer, and wine restaurant license at the craft distillery
premises. The licensee must complete an application and submit the ap-
plication and applicable fees to the board for processing.
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Date: September 17, 2014

To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Chris Marr, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Randy Simmons, Deputy Director
Justin Nordhorn, Chief of Enforcement
Alan Rathbun, Licensing Director

Subject: Approval of final rulemaking (CR 103) for new rules in Chapter 314-02
WAC for the Senior Center License

At the Board meeting on September 17, 2014, the rules coordinator requests that the
Liquor Control Board approve the final rulemaking (CR 103) for new rules in Chapter
314-02 WAC for the Senior Center License.

The Board was briefed on the rule making background and public comment for this rule
making. An issue paper and text of the rules is attached.

If approved, the Rules Coordinator will send an explanation of the rule making to all
persons who submitted comments.

After sending this explanation, the Rules Coordinator will file the rules with the Office of
the Code Reviser. The effective date of the rules will be 31 days after filing.

Approve Disapprove

Sharon Foster, Chairman Date
Approve Disapprove

Ruthann Kurose, Board Member Date
Approve Disapprove

Chris Marr, Board Member Date
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Washington State Liquor Control Board
Issue Paper
Rules to Implement 2014 Legislation — Senior Center

License
Date: September 17, 2014
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this issue paper is to recommend that the Washington State
Liquor Control Board (WSLCB) proceed with final rule making and adopt the
rules for the new Senior Center License.

Why is rule making necessary?
Rules are needed to implement the following legislation passed in the 2014
legislative session:

e SB 5310 - Senior Center License

Public Comment
No public comment was received at the public hearing held on September 10,
2014. No written comments were received.

What changes are being proposed?

New Section. WAC 314-02-114 What is a senior center license?
Explains the requirements for the senior center license and the activities allowed
under the license.

Attachment: Proposed Rules
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NEW SECTION

WAC 314-02-114 What is a senior center license? (1) A senior
center license can only be issued to a nonprofit organization whose
primary service 1is providing recreational and social activities for
seniors on the licensed premises.

(2) The senior center license permits the sale of spirits by the
individual glass, including mixed drinks and cocktails mixed on the
premises only, beer and wine, at retail for consumption on the li-
censed premises.

(3) To qualify for the senior center license, the applicant must:

(a) Be a nonprofit organization under RCW 24.03.005;

(i) "Corporation™ or 'domestic corporation’™ means a corporation
not for profit subject to the provisions of this chapter, except a
foreign corporation.

(i1) "Foreign corporation™ means a corporation not for profit or-
ganized under laws other than the laws of this state.

(iti) "Not Tfor profit corporation”™ or "nonprofit corporation”
means a corporation no part of the income of which is distributable to
its members, directors or officers.

(b) Only serve alcohol between the hours of 6 a.m. and 2 a.m.;
and

(c) Provide limited food service anytime alcohol is sold. Limited
food service means foods such as:

(i) Appetizers;

(i1) Sandwiches;

(i11) Salads and soups;

(iv) Pizza;

(v) Hamburgers; and

(vi) Fry orders.

(4) Alcohol may be sold and served at the following types of
events:

(a) Events hosted by the senior center; and

(b) Private events where the facility is rented by a private par-
ty for an event such as a wedding reception, family reunion, etc.

(5) ITf minors are allowed on the premises, floor plans must meet
the requirements In WAC 314-02-025.

(6) All alcohol servers must have a valid mandatory alcohol serv-
er training permit.

(7) The annual fee for this license iIs seven hundred twenty dol-
lars.
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Date: September 17, 2014

To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Chris Marr, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Randy Simmons, Deputy Director
Justin Nordhorn, Chief of Enforcement
Alan Rathbun, Licensing Director

Subject: Approval of final rulemaking (CR 103) for new rules in Chapter 314-38
WAC for the Day Spa Permit

At the Board meeting on September 17, 2014, the rules coordinator requests that the
Liquor Control Board approve the final rulemaking (CR 103) for new rules in Chapter
314-38 WAC for the Day Spa Permit.

The Board was briefed on the rule making background and public comment for this rule
making. An issue paper and text of the rules is attached.

If approved, the Rules Coordinator will send an explanation of the rule making to all
persons who submitted comments.

After sending this explanation, the Rules Coordinator will file the rules with the Office of
the Code Reviser. The effective date of the rules will be 31 days after filing.

Approve Disapprove

Sharon Foster, Chairman Date
Approve Disapprove

Ruthann Kurose, Board Member Date
Approve Disapprove

Chris Marr, Board Member Date
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Washington State Liquor Control Board
Issue Paper
Rules to Implement 2014 Legislation — Day Spa

Permit
Date: September 17, 2014
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this issue paper is to recommend that the Washington State
Liquor Control Board (WSLCB) proceed with final rule making and adopt the
rules for the new Day Spa Permit.

Why is rule making necessary?
Rules are needed to implement the following legislation passed in the 2014
legislative session:

e ESSB 5045 - Day Spa Permit

Public Comment
No public comment was received at the public hearing held on September 10,
2014. No written comments were received.

What changes are being proposed?

New Section. WAC 314-38-070 Class 16 day spa permit. Explains the
requirements for a class 16 permit and what is allowed under the permit.

Attachment: Proposed Rules
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NEW SECTION

WAC 314-38-070 Class 16 day spa permit. (1) "Day Spa'™ is de-
fined as a business that offers at least three of the following four
service categories:

(a) Hair care (haircut, hair color, perms, etc.);

(b) Skin care (facials, makeup application);

(c) Nail care (manicure, pedicure); and

(d) Body care (massage, wraps, waxing).

(2) The holder of a Class 16 day spa permit may offer complimen-
tary wine or beer by the individual glass under the following condi-
tions:

(a) Customers must be at least twenty-one years of age;

(b) Spa services must last more than one hour;

(c) A customer may consume no more than one six ounce glass of
wine or one twelve ounce glass of beer per day;

(d) Employees involved iIn the service of wine or beer must com-
plete a board-approved limited alcohol server training program;

(e) Permit holders may not advertise the service of complimentary
wine or beer;

(F) Wine and beer must be purchased from a Washington state li-
censed retailer;

(g) The permit must be posted in a conspicuous area at the point
of sale; and

(h) At least three of the service area categories must be In sep-
arate areas of the spa.

(3) The board has the right to inspect the premises and business
records at any time.

(4) The annual fee for this permit is one hundred twenty-five
dollars.

(5) Where the holder of any permit issued under this title viola-
tes any provision of this title or of the regulations, or is an inter-
dicted person, or is otherwise disqualified from holding a permit, the
board, upon proof to its satisfaction of the fact or existence of such
violation, interdiction, or disqualification, and in its discretion,
may with or without any hearing, suspend the permit and all rights of
the holder thereunder for such period as the board sees fit, or may
cancel the permit.
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