Washington State
Liquor Control Board

Washington State Liquor Control Board Meeting

Wednesday, July 15, 2015, 10:00 a.m.
Boardroom, LCB Headquarters - 3000 Pacific Avenue SE, Olympia WA 98501

Meeting Agenda

1. CALL TO ORDER

2. APPROVAL OF MEETING MINUTES
Approval of June 10, 2015, Meeting Minutes

3. PUBLIC HEARINGS

Presenter - Karen McCall, Agency Rules Coordinator
A. Public Hearing on Distillery Sampling
B. Public Hearing on Tacoma West End Alcohol Impact Area

4. ACTION ITEMS

Presenter - Karen McCall, Agency Rules Coordinator

Board Approval of (CR 101) for Rules to Implement 2015 Alcohol Legislation
Board Approval of (CR 101) for Rules to Implement 2015 Marijuana Legislation
Board Adoption of Interim Policies to Implement 2015 Legislation

Board Approval to File (CR 101) for Non-Profit Arts Organization License Rules
Board Approval for Interim Policy for Non-Profit Arts Organization License
Board Approval to File Supplemental (CR 102) for Fair Trade Practices

nmmoow»

5. EMPLOYEE ANNOUNCEMENTS

Presenter - Mike Kashmar, Chief Financial Officer
A. 20 Year Public Service Recognition - Pamela Valencia, General Ledger Manager
B. 15 Year Public Service Recognition - Yun Kim, Fiscal Analyst

6. ADDITIONAL BUSINESS
Citizens are invited to address the Board concisely.

7. ADJOURN

Public Meetings Accommodations

For questions about a reasonable accommodation for a WSLCB agency event, please contact our ADA Coordinator Claris
Nnanabu, Human Resources, at 360-664-1642, or email: claris.nnanabu@Icb.wa.gov. You can also contact our state TTY service,
by calling the Washington Relay Service at 7-1-1 or 1-800-833-6388. For all other accommodations, please contact us two weeks
prior to the event to process in a timely manner. (Examples: sign language interpreter, seat in front, etc.)

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 cindy.doughty@Icb.wa.gov or call 360.664.1656



http://lcb.wa.gov/boardmeetings/board_meetings
mailto:claris.nnanabu@lcb.wa.gov


Washington State Liquor Control Board

Issue Paper

Rules to Revise WAC 314-02-106 Spirits Retail
Licenses

Date: May 20, 2015
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file
proposed rules (CR 102) in WAC 314-28-030 What does a distillery
license allow? and WAC 314-28-050 What does a craft distillery license
allow?

Why is rule making necessary?

A petition for rulemaking was submitted by Stephanie J. Meier on behalf of Blue
Spirits Distributing, LLC, a licensed craft distiller in the state of Washington. The
request is to allow licensed distillers and craft distillers to use mixers in addition
to ice and/or water when providing samples to their customers at their licensed
premises. This allowance would be consistent with sampling activities by spirits
retail licensees.

What changes are being proposed?

WAC 314-28-030 What does a distillery license allow? Added language
to allow the licensee to use mixers in addition to ice and/or water in their
samples.

WAC 314-28-050 What does a craft distillery license allow? Added

language to allow the licensee to use mixers in addition to ice and/or water in
their samples.

CR 102- Sampling by Distillers 1 5/20/15






AMENDATORY SECTION (Amending WSR 14-20-047, filed 9/24/14, effective
10/25714)

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

(a) Produce one hundred fifty thousand proof gallons or less of
spirits per calendar year. A "proof gallon”™ is one liquid gallon of
spirits that is fifty percent alcohol at sixty degrees Fahrenheit;

(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 craft distill-
er may not sell liquor products of someone else®s production;

(c) Sell spirits of its own production to a licensed spirits dis-
tributor;

(d) Sell spirits of its own production to a licensed spirits re-
tailer in the state of Washington;

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

() Provide, free 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.

(i1) Samples may be altered with mixers, ice, and/or water ((en-
) -

(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;

(g) Provide samples of spirits of its own production to retail-
ers. Samples must be unaltered, and in compliance with RCW 66.28.040,
66.24.310 and WAC 314-64-08001. Samples are considered 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 add a spirits, beer, and wine
restaurant license at the craft distillery premises. The licensee must
complete an application and submit the application and applicable fees
to the board for processing.

[ 1] 0TS-7167.1






AMENDATORY SECTION (Amending WSR 14-20-047, filed 9/24/14, effective
10/25714)

WAC 314-28-030 What does a distillery allow? (1) A distillery
license allows the licensee to:

(a) Sell spirits 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.

(i) Samples may be altered with mixers, ice, and/or water ((en-
)

(i1) The maximum total per person per day is two ounces.
(if1) 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 i1s 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
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.

[ 1] 0TS-7168.1
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Washington State Liquor Control Board

Issue Paper

AIA Petition for Mandatory Alcohol impact Area — City of
Tacoma West End

Date: June 9, 2015
Presented by: Patrick Woods, Education and Outreach Manager

Background

The city of Tacoma has two Board approved Alcohol Impact Areas including the
Downtown and Hill Top districts that was approved in 2002 and the Lincoln district that
was approved in 2008.

The city has stated that alcohol related incidents involving police calls for service have
decreased since the AIAs have been established in the Downtown and Lincoln districts.

The city of Tacoma is currently requesting the approval of a third AIA for the West End
of the city.

Summary of Petition

1. The city of Tacoma’s Alcohol Impact Area Timeline for the West End is as
follows:

February 26, 2013, city ordinance #28135 created an Alcohol Impact Area within
the West End of the City of Tacoma. This was in response to a 40% increase in calls
for service for alcohol related incidents between 2011 and 2012. In addition the city
estimates a 400% increase in alcohol related calls within the West End since the
establishment of the Lincoln AIA in 2008;

August 23, 2013 through February 28, 2014 Voluntary AIA product ban was
granted by Tacoma City Council. During the voluntary ban the City estimates that
participation by retail licensees ranged from 17% at the outset, rose to a height of
49% and then declined to 38.5% at the closing phase;

1 6/9/15
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December 5, 2014 letter from Donald L. Ramsdell, Police Chief, City of Tacoma
to WSLCB requesting a hearing to establish a Mandatory Alcohol Impact Area in the
West End.

June 10, 2015 Board Reviews Tacoma'’s AIA Petition: Board opens public
comment period on AIA petition and receives staff briefing and initial comments
from stakeholders.

2. The City of Tacoma'’s Petition for a Mandatory AIA Highlights: The City
outlined the following challenges and risks associated with having a CPI population and
the related benefits of establish an AIA within its West End District. The following
information was provided by the city to validate their concerns and support their
petition: (Please note this information has not been independently validated by WSLCB
staff.)

A. CPI Population Consume High Levels of Public Services: Individuals
experiencing chronic homelessness are heavy users of costly public resources,
with an estimated 10% of CPI’s using 50% of first responder services. The
services include:

% Emergency Medical
% Psychiatric Treatment
% Detox Facilities
Shelters
Law Enforcement & Corrections

K/ R/
L X X4

B. Public Health Risks Associated with CPI’s: Rise in Methicillin-Resistant
Staphylococcus Aureus MSRA from 716 new cases in 2001 to 5,344 in 2008 and 2176 in
2012. (Please note information did not specify direct link to West End district)

C. City’'s Comprehensive Approach to CPI Problem: City partnered with
Franciscan Health Care Services, Multi-care Hospital, community members and other
service providers to provide the following services: Detox Center and Healthcare for
Homeless People within the Metropolitan Development Center; Encampment Outreach
initiative; Tacoma’s Homeless Services; and “Project for Assistance from Homelessness
PATH Team” providing housing, case management and mental health services.

D. Voluntary Compliance Program Not Successful: The voluntary AIA Program
was in effect from August 2013 to February 2014. The city reported that the program
was not successful in limiting access to products used by the CPI population and as a

2 6/9/15
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result did not have the desired public health and safety benefits it set out to achieve.
The city highlighted the low level of retail licensee participation and lack of ongoing
support from the local distributor.

The City’s Voluntary Compliance Program included the following
components: Retailer Information Packet: Good Neighbor Agreement; Banned Product
List; Tacoma City Ordinance #28135; West End AIA Map; AIA WAC 314-12-125;
Homeless & Alcohol City Services Information Book Marker with contact information;
Window decal for participating retail stores; and site-visit and periodic check-ins from
Officer Donald Stodola, Community Liaison Officer with Tacoma PD.

E. Alcohol Related Fire-Detox-DUI & Sobering Admissions: The statistics
submitted by the City of Tacoma indicate a general pattern of incident growth during
the time period under consideration. This includes:

Type of Services 2009 2010 2011 2012 | 2013 | 2014
Thru
May
Fire Department- 236 234 271 307 286
Incidents
Detox Services- 1535 1582 655
Adult
Detox Services- 28 49 17
Youth
DUI-Incidents 307 259 132
Sobering Recipients 1029 1857 576

F. Alcohol Related Police Calls: The City provided alcohol related police calls from
an array of neighborhoods that spans a time period prior to the establishment of their
first AIA in 2002 ( Downtown Tacoma) and the second AIA ( Lincoln district) through
2013. The city provided the data to indicate a pattern of reduction in CPI related
incidents where AIAs are established and a significant increase (200% increase over 14
years) in the West End area as compared with other non AIA areas in the City (under
100%), where AIAs are not in place. The information includes:

3 6/9/15
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Alcohol Related Calls-Tacoma Police Department 2000-2013

Area 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
Downto (413 |633 | 653 | 391 | 246 | 269 | 264 | 281 |381 |249 |237 |332 | 307 |223
wn AIA ATA

Lincoln |95 138 | 202 | 253 (176 | 192 |262 |302 |274 |187 | 127 |131 | 181 | 144
AIA AIA

West 65 83 118 | 165 | 165 (206 |149 | 160 |142 (174 |175 |159 |213 |179
End AIA

Sector 3 | 43 41 51 75 52 79 57 63 86 83 74 74 |78 74
—=Non

AIA

Rest of |41 40 49 52 56 58 56 64 57 77 68 64 |67 57
City-

Non AIA

G. Community Support for West End AIA: The following organizations and

individuals are in support of establishing an AIA in the West End, Including: Tacoma-
Pierce County Health Department; Tacoma Mayor’s Office; North End Neighborhood
Council; Central Neighborhood Council; Central Neighborhood Council; University of

Puget Sound; Tacoma School District & Tacoma Public Schools; Bellarmine Preparatory
School; St. Charles Borromo Parish; Old Town Business Association; Sixth Avenue
Business District; West End Puget Sound Kiwanis Club; Allenmore Ridge Condominium
Association; City of Tacoma Fire Department; Pierce Transit; Metro Parks

Commissioners;

3. West End Proposed Banned Products List

The City has requested that the Banned Products list be consolidated between the
existing two AIAs in the Downtown and Lincoln Districts and the West End Region. This

list includes:
Manufacturer Brand Name Alcohol
*New Products added in 2009 Content by
Volume
4 6/9/15






Washington State

Liquor Control Board

Cisco Wine Co.

Cisco- all flavors (wine)

13.5%-20%

The 20/20 Wine Company

MD 20/20- all flavors (wine)

13%-18%

E&J Gallo Night Train Express (wine) 17.5%
Canandaigua Wine Richards Wild Irish Rose (wine) 18%
E&J Gallo Winery Thunderbird (wine) 17.5%
United Brands Co. 3 Sum (energy drink) 6%
Drink Four Brewing Co. Four Loko- all flavors (energy 12%
drink)
Drink Four Brewing Co. Four Max (energy drink) 10%
Hard Wired Brewing Hard Wine X (energy drink) 6.9%
United Brands Co. Joose- all products (energy drink) | 9.9%
Charge Beverage Co. Liquid Charge- all flavors (energy | 6.9%
drink)
Steel Brewing Co. Sparks-all flavors (energy drink) 6%-8%
Anheuser Busch Tilt-all flavors (energy drink) 6.6%-8%
Pabst Brewing Co. Big Bear (malt beverage) 7.5%
Pabst Brewing Co. Blast by Colt 45*-all flavors (malt | 8%-12%
bev.)
Anheuser-Busch Bud Ice 5.5%
Pabst Brewing Co. Bull Ice 8.2%
Anheuser Busch Busch Ice 5.9%

Camo Brewing Co.

Camo-all flavors

6.3%-10.7%

G. Heileman Brewing Co.

Colt 45 Ice-all flavors

6.1%-8.5%

Miller Coors Colt 45 Malt Liquor & HG* 8.5%
Charge Beverage Corporation Core High Gravity 6.9-12%
Rock Wall Brewing Co. Dog Bite * 8%-10%
Drink Four Brewing Co. Earth Quake HG* 8.1%
Miller Edge by Ice House * 8%
Anheuser Busch Hurricane High Gravity 8.1%
Miller HG 800 7.9%
Anheuser-Busch Hurricane Ice Malt Liquor 7.5%
Miller Brewing Co. Ice House 5.5%
Coors Brewing Co. Keystone Ice 5.9%
Anheuser Busch King Cobra Malt Liquor 6%
Labatt Brewing Co. Labatt Ice-all flavors 7.1%
Mike's Hard Lemonade Co. Mike's Harder Lemonade —all 8%-9.9%
flavors
Mickey's Brewing Co. Mickey’s Ice Brew Ale 5.8%
Miller Coors Brewing Co. Milwaukee’s Best Ice 5.9%
Molson Coors Canada Molson Ice 5.6%
Anheuser Busch Natty Daddy * 8%
Joseph Schlitz Brewing Old Milwaukee Ice-all flavors 5.9%

6/9/15
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Miller Brewing Co. 0ld English 800-all flavors 5.9%

Pabst Brewing Co. Rainier Ale 7.2%
Miller Coors Red Dog 4.9%
Miller Brewing Co. Schlitz High Gravity 8.5%
Pabst Brewing Co. Schmidt's Ice 5.9%
Diageo-Guinness USA Smirnoff Ice Black* 8%

Miller Coors Special 800 Reserve-all flavors 6%
United Brands Stack HG* 9.9%
Saint Ides Brewing St. Ides Liquor & Special Brews-all | 6%-7.3%

flavor.
The Steel Brewing Co. Steel Reserve-all flavors 8.1%

Staff Recommendation

Clarifications: The following issues required additional information in order to
complete the staff recommendation:
1. Did the City of Tacoma conduct a litter survey?

City of Tacoma’s Response: Only collected photos because the Tacoma City
Council said that they did not need us to bring in garbage or counts of trash as in the
past since this will be our 3° AIA. The Council said that photos would suffice for them.

2. What criteria did the City of Tacoma use in developing the “"Banned
Products List” for the proposed West End AIA?

City of Tacoma’s Response: Started with current list from Lincoln District which was
enforced in 2009. The newly added products were from the trash we observed in
transient camps, day camps and regular drinking sites in the proposed area and banned
areas in the city. We continue to see the major banned products from the current list so
we kept those on the list too (Steele Reserve, Olde English 800, etc...)

Staff Recommendation: The material provided by the city of Tacoma meets the
requirements for a public hearing and public comment on their petition for a mandatory
alcohol impact area.

6 6/9/15
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Date: July 15, 2015

To: Jane Rushford, Board Chair
Ruthann Kurose, Board Member
Russ Hauge, Board Member

From: Karen McCall, Agency Rules Coordinator

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

Subject: Approval for filing a pre-proposal statement of inquiry (CR 101) to
revise several chapters in 314 WAC

This rulemaking is the result of 2015 legislation. New rules and revisions to current
rules are needed to implement the following legislation:

e HB 1004 Alcohol Tasting by Students

e HB 1342 Microbrewery Sale of Cider

e ESSHB 1807 Small Businesses Selling Spirits

e SSB 5280 Beer and cider Growlers in Grocery Stores
e E2SSB 5353 Allowances for WA Distilleries

e SSB 5504 Liquor Stocking by Distributors

e SSB 5596 Winery Special Permit

Process

The Rules Coordinator requests approval to file the pre-proposal statement of inquiry
(CR 101) for the rule making described above. An issue paper on this rule was
presented at the Board meeting on July 15, 2015, and is attached to this order.

If approved for filing, the tentative timeline for the rule making process is outlined below:

July 15, 2015 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101)
August 5, 2015 Code Reviser publishes notice, LCB sends notice to

CR 101 2015 Liquor Legislation Implementation 1 7/15/15





rules distribution list

September 1, 2015

End of written comment period

September 9, 2015

Board is asked to approve filing the proposed rules (CR
102 filing)

October 7, 2015

Code Reviser publishes notice, LCB sends notice to
rules distribution list

November 4, 2015

Public Hearing held

November 4, 2015

End of written comment period

November 18, 2015

Board is asked to adopt rules

November 18, 2015

Agency sends notice to those who commented both at
the public hearing and in writing.

November 18, 2015

Agency files adopted rules with the Code Reviser (CR
103)

December 19, 2016

Rules are effective (31 days after filing)

Approve

Approve

Approve

Attachment: Issue Paper

Disapprove

Jane Rushford, Chairman Date
Disapprove

Ruthann Kurose, Board Member Date
Disapprove

Russ Hauge, Board Member Date

CR 101 2015 Liquor Legislation Implementation 2 7/15/15
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Issue Paper
2015 Liquor Legislation Implementation

Date: July 15, 2015
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue
The purpose of this Issue Paper is to request approval from the Board to file the
first stage of rule making (CR 101) to revise the following:

e WAC 314-02-100 What is a grocery store license?

e Chapter 314-20 WAC Beer—Brewers, holders, importers, etc

e Chapter 314-23 WAC Spirits distributors, spirits certificate of
approval holders, and spirits importers

e Chapter 314-24 WAC Domestic wineries and domestic wine
distributors

e Chapter 314-28 WAC Distillers

e Chapter 314-38 WAC Permits

Why is rule making necessary?
New rules and revisions to current rules are needed to implement the following
legislation that passed during the 2015 legislative session:

e HB 1004 Alcohol Tasting by Students

e HB 1342 Microbrewery Sale of Cider

e ESSHB 1807 Small Businesses Selling Spirits

e SSB 5280 Beer and cider Growlers in Grocery Stores
e E2SSB 5353 Allowances for WA Distilleries

e SSB 5504 Liquor Stocking by Distributors

e SSB 5596 Winery Special Permit

Process

The rule making process begins by announcing LCB’s intent to add and make
changes to existing rules by filing a CR 101 form. This allows staff and
stakeholders to begin discussing necessary rule changes. At the CR 101 stage of
the process, no proposed language is offered. The public may comment on the
subject of this rulemaking during the designated comment period. Notice will be
sent to all who have indicated that they want to receive notice of rule changes.
The notice will identify the public comment period and where comments can be
sent. Based on public input received, staff will draft proposed changes for
presentation to the Board at the next phase of the rule making process.

CR 101- 2015 Liquor Legislation Implementation1 7/15/15
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Date: July 15, 2015

To: Jane Rushford, Board Chair
Ruthann Kurose, Board Member
Russ Hauge, Board Member

From: Karen McCall, Agency Rules Coordinator

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

Subject: Approval for filing a pre-proposal statement of inquiry (CR 101) to
revise Chapter 314-55 WAC Marijuana Licenses, Application Process,
Requirements, and Reporting

This rulemaking is the result of 2015 legislation. E2SHB 2136, 2SSB 5052, and SB
5121 were passed during the legislative session. New rules and revisions to current
rules are needed to implement these bills.

Process

The Rules Coordinator requests approval to file the pre-proposal statement of inquiry
(CR 101) for the rule making described above. An issue paper on this rule was
presented at the Board meeting on July 15, 2015, and is attached to this order.

If approved for filing, the tentative timeline for the rule making process is outlined below:

July 15, 2015 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101)

August 5, 2015 Code Reviser publishes notice, LCB sends notice to
rules distribution list

August 15, 2015 End of written comment period

September 23, 2015 Board is asked to approve filing the proposed rules (CR
102 filing)

October 7, 2015 Code Reviser publishes notice, LCB sends notice to
rules distribution list

First week of First Public Hearing held (several public hearings will be

November, 2015 held across the state)

CR 101 2015 MJ Legislation Implementation 1 7/15/15





November 1, 2015 End of written comment period

December 2, 2015 Board is asked to adopt rules

December 2, 2015 Agency sends notice to those who commented both at
the public hearing and in writing.

December 2, 2015 Agency files adopted rules with the Code Reviser (CR

103)
January 2, 2016 Rules are effective (31 days after filing)
Approve Disapprove
Jane Rushford, Chairman Date
Approve Disapprove
Ruthann Kurose, Board Member Date
Approve Disapprove

Russ Hauge, Board Member Date

Attachment: Issue Paper

CR 101 2015 MJ Legislation Implementation 2 7/15/15






Washington State Liquor Control Board
Issue Paper
2015 Marijuana Legislation Implementation

Date: July 15, 2015
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file the
first stage of rule making (CR 101) to revise Chapter 314-55 WAC Marijuana
Licenses, Application Process, Requirements and Reporting.

Why is rule making necessary?
New rules and revisions to current rules are needed to implement the following
legislation that passed during the 2015 legislative session:

e 2ESSHB 2136 Marijuana Market Reform
e 2SSB 5052 Cannabis Patient Protection Act

e SB 51221 Marijuana Research License

Process

The rule making process begins by announcing LCB’s intent to add and make
changes the existing rules by filing a CR 101 form. This allows staff and
stakeholders to begin discussing necessary rule changes. At the CR 101 stage of
the process, no proposed language is offered. The public may comment on the
subject of this rulemaking during the designated comment period. Notice will be
sent to all who have indicated that they want to receive notice of rule changes.
The notice will identify the public comment period and where comments can be
sent. Based on public input received, staff will draft proposed changes for
presentation to the Board at the next phase of the rule making process.

CR 101- 2015 MJ Legislation Implementation 1 7/15/15
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Liquor Control Board Interim Policy BIP-06-2015

Subject: Beer and Cider Growler Sales in Grocery Stores
Effective Date: July 24, 2015

Ending Date: Upon adoption of rules to implement this policy.
Approved:

Jane Rushford, Chairman

Ruthann Kurose, Board Member

Russ Hauge, Board Member

Purpose:

SSB 5280 created an endorsement for grocery store licensees to allow the sale
of beer and cider growlers for off-premises consumption. The bill becomes
effective July 24, 2015. This interim policy will provide assistance and clarity to
persons applying for the endorsement until permanent rules can be adopted by
the board.

Policy Statement
(1) The endorsement is for grocery store licensees.

(2) The licensee must have sales from beer and wine exceeding 50% of their
total revenues or maintain an alcohol inventory of not less than 15,000.

(3) Beer and cider must be sold in sanitary containers provided by the
purchaser, licensee or the manufacturer.

(4) The taps must be located behind a counter where only employees have
access.

(5) Only employees of the licensee are permitted to operate the taps.

(6) All employees operating a tap must hold a class 12 alcohol server permit.

(7) The cost for the endorsement is one hundred twenty dollars.

PO Box 43075, 3000 Pacific Ave. SE, Olympia WA 98504-3075, (360) 664-1600,
www.lig.wa.gov
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Liquor Control Board Interim Policy BIP-04-2015

Subject: Special Distillery/Craft Distillery Permit
Effective Date: July 24, 2015

Ending Date: Upon adoption of rules to implement this policy.
Approved:

Jane Rushford, Chairman

Ruthann Kurose, Board Member

Russ Hauge, Board Member

Purpose:

SSB 5353 created a distillery/craft distillery permit for a manufacturer of spirits.
The permit becomes effective July 24, 2015. This interim policy will provide
assistance and clarity to persons applying for the special distillery/craft distillery
permit until permanent rules can be adopted by the board.

Policy Statement
(1) A special distillery/craft distillery permit is for Washington distillers only.

(2) A special distillery/craft distillery permit allows a manufacturer of spirits to
have an event not open to the general public at a specific place and date for the
purpose of tasting spirits and selling spirits of its own production for off-premises
consumption.

(3) The distillery or craft distillery must obtain the special permit by submitting an
application for a Class 19 Special Distillery/Craft Distillery Permit to the board
with a ten dollar permit fee.

e The application must be submitted to the board at least ten days prior to
the event.

e The special permit must be posted at the event.

(4) The licensee is limited to twelve events per calendar year.

PO Box 43075, 3000 Pacific Ave. SE, Olympia WA 98504-3075, (360) 664-1600,
www.lig.wa.gov
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Liquor Control Board Interim Policy BIP-03-2015

Subject: Special Winery Permit

Effective Date: July 24, 2015

Ending Date: Upon adoption of rules to implement this policy.
Approved:

Jane Rushford, Chairman

Ruthann Kurose, Board Member

Russ Hauge, Board Member

Purpose:

SSB 5596 created a winery permit for a manufacturer of wine. The permit
becomes effective July 24, 2015. This interim policy will provide assistance and
clarity to persons applying for the special winery permit until permanent rules can
be adopted by the board.

Policy Statement
(1) The special winery permit is for domestic wineries.

(2) A special winery permit allows a manufacturer of wine to have an event not
open to the general public at a specific place and date for the purpose of tasting
wine and selling wine of its own production for off-premises consumption.

(3) The winery must obtain the special permit by submitting an application for a
Class 18 Special Winery Permit to the board with a ten dollar permit fee.

e The application must be submitted to the board at least ten days prior to
the event.

e The special permit must be posted at the event.

(4) The winery is limited to twelve events per calendar year.

PO Box 43075, 3000 Pacific Ave. SE, Olympia WA 98504-3075, (360) 664-1600,
www.lig.wa.gov
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Liquor Control Board Interim Policy BIP-07-2015

Subject: Spirits Retailer Licenses

Effective Date: July 24, 2015

Ending Date: Upon adoption of rules to implement this policy.
Approved:

Jane Rushford, Chairman

Ruthann Kurose, Board Member

Russ Hauge, Board Member

Purpose:

ESSHB 1807 created changes in the way spirits retailers authorized to sell spirits
for off premises consumption can order and have spirits delivered by a
distributor. The bill becomes effective July 24, 2015. This interim policy will
provide assistance and clarity to spirits retail licensees and distributors until
permanent rules can be adopted by the board.

Policy Statement
(1) This policy affects spirits retail licensees and spirits distributors.

(2) Spirits retail licensees may have spirits product delivered to their individual
licensed premises, at any other spirits retail licensed premises, or at a
warehouse facility registered with the board.

(3) Spirits retail licensees may negotiate a volume discount price with a spirits
distributor to order spirits product as a group and have all product delivered to
one spirits retail licensed premises.

(4) Spirits distributors may accept a group order for spirits and deliver to one
spirits retail licensed premises and collect individual checks for payment from
each spirits retail licensee that participated in the group order.

(5) Each spirits retail licensee will pick up their spirits product from the spirits

retail licensed premises where the spirits product was delivered.

PO Box 43075, 3000 Pacific Ave. SE, Olympia WA 98504-3075, (360) 664-1600,
www.lig.wa.gov






Washington State
Liquor Control Board

Date: July 15, 2015

To: Jane Rushford, Board Chair
Ruthann Kurose, Board Member
Russ Hauge, Board Member

From: Karen McCall, Agency Rules Coordinator

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

Subject: Approval for filing a pre-proposal statement of inquiry (CR 101) to
revise WAC 314-02-090 Non-Profit Arts Organization License.

This rulemaking is due to a petition for rulemaking submitted by Carol Miller, Attorney,
representing licensees who hold the nonprofit arts organization license. The board
approved moving forward with rulemaking at an earlier board meeting. The licensees
would like to allow alcohol consumption in the seating area of the theater during
performances. The law does not specifically prohibit alcohol consumption is the seating
area. The prohibition is in rule and can be revised.

Process

The Rules Coordinator requests approval to file the pre-proposal statement of inquiry
(CR 101) for the rule making described above. An issue paper on this rule was
presented at the Board meeting on July 15, 2015, and is attached to this order.

If approved for filing, the tentative timeline for the rule making process is outlined below:

July 15, 2015 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101)

August 5, 2015 Code Reviser publishes notice, LCB sends notice to
rules distribution list

September 1, 2015 End of written comment period

September 9, 2015 Board is asked to approve filing the proposed rules (CR
102 filing)

October 7, 2015 Code Reviser publishes notice, LCB sends notice to
rules distribution list
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November 4, 2015 Public Hearing held

November 4, 2015 End of written comment period

November 18, 2015 Board is asked to adopt rules

November 18, 2015 Agency sends notice to those who commented both at
the public hearing and in writing.

November 18, 2015 Agency files adopted rules with the Code Reviser (CR
103)

December 19, 2016 Rules are effective (31 days after filing)

Approve Disapprove

Jane Rushford, Chairman Date
Approve Disapprove

Ruthann Kurose, Board Member Date
Approve Disapprove

Russ Hauge, Board Member Date

Attachment: Issue Paper
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Washington State Liquor Control Board
Issue Paper
Non-Profit Arts Organization Licenses

Date: July 15, 2015
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file the
first stage of rule making (CR 101) to revise WAC 314-02-090 What is a
nonprofit arts organization license?

Why is rule making necessary?

A petition for rulemaking was submitted by Carol Miller, Attorney, representing
licensees who hold the nonprofit arts organization license. The licensees would
like to allow alcohol consumption in the seating area of the theater during
performances. The law does not specifically prohibit alcohol consumption is the
seating area. The prohibition is in rule and can be revised.

Currently, any theaters that use a liquor licensee with a Caterer’s license or
Caterer’s endorsement have alcohol consumption in the seating area. The
caterer’s license allows this since the liquor licensee is responsible for all areas
where alcohol is sold, served, and consumed. The same practice should apply to
non-profit arts organization licensees.

Process

The rule making process begins by announcing LCB’s intent to change the
existing rule by filing a CR 101 form. This allows staff and stakeholders to begin
discussing necessary rule changes. At the CR 101 stage of the process, no
proposed language is offered. The public may comment on the subject of this
rulemaking during the designated comment period. Notice will be sent to all who
have indicated that they want to receive notice of rule changes. The notice will
identify the public comment period and where comments can be sent. Based on
public input received, staff will draft proposed changes for presentation to the
Board at the next phase of the rule making process.
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Liquor Control Board

Liquor Control Board Interim Policy BIP-02-2015

Subject: Non-Profit Arts Organization Licenses
Effective Date: July 15, 2015

Ending Date: Upon adoption of rules to implement this policy.
Approved:

Jane Rushford, Chairman

Ruthann Kurose, Board Member

Russ Hauge, Board Member

Purpose:

This interim policy is the result of a petition for rulemaking from a group of non-
profit arts organization licensees. They are requesting permission to have
alcohol consumption in their seating areas during performances. WAC 314-02-
090 will be revised to allow this activity.

Policy Statement
At a non-profits arts organization licensed location, alcohol sales and consumption may
occur:

e inthe seating areas during performances, and

e in the lobby area and/or restricted bar area of the premises prior to the
commencement of an exhibition or performance and during intermission.

PO Box 43075, 3000 Pacific Ave. SE, Olympia WA 98504-3075, (360) 664-1600,
www.lig.wa.gov






Washington State
Liquor Control Board

July 15, 2015

To: Jane Rushford, Board Chair
Ruthann Kurose, Board Member
Russ Hauge, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Director
Randy Simmons, Deputy Director
Justin Nordhorn, Chief of Enforcement
Becky Smith, Licensing Director

Subject: Approval to file Supplemental CR 102 in Chapter 314-23 WAC to
clarify RCW 66.28.170 Discrimination in price to purchaser for resale
prohibited—Price differentials.

This supplemental CR 102 is the result of revisions to the proposed rules filed with the
Code Reviser’s Office on December 17, 2014.

Process

The Rules Coordinator requests approval to file the revised proposed rules
(Supplemental CR 102) for the rule making described above. An issue paper on this
rule was presented at the Board meeting December 17, 2014, and is attached to this
order.

If approved for filing, the tentative timeline for the rule making process is outlined below:

July 15, 2015 Board is asked to approve filing the revised proposed
rules (Supplemental CR 102 filing)

August 5, 2015 Code Reviser publishes notice, LCB sends notice to
rules distribution list

August 26, 2015 Public hearing held

August 26, 2015 End of written comment period

September 9, 2015 Board is asked to adopt rules

September 9, 2015 Agency sends notice to those who commented both at
the public hearing and in writing.

September 9, 2015 Agency files adopted rules with the Code Reviser (CR
103)

Supplemental CR 102 Fair Trade Practices 1 7/15/15





| October 10, 2015 | Rules are effective (31 days after filing)

Approve Disapprove

Sharon Foster, Chairman Date
Approve Disapprove

Ruthann Kurose, Board Member Date
Approve Disapprove

Chris Marr, Board Member Date

Attachment: Issue Paper
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Washington State Liquor Control Board
Issue Paper
Rule Making on Fair Trade Practices

Date: July 15, 2015
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file
revised proposed permanent new rules (Supplemental CR 102) in Chapter 314-
23 WAC to clarify RCW 66.28.170 Discrimination in price to purchaser for
resale prohibited—Price differentials.

Why is rule making necessary?

Michael Cho, Washington Liquor Store Association, petitioned the board for
rulemaking to clarify RCW 66.28.170. The board currently has Advisory No.
2012-02 on the website that clarifies this statute but wishes to place it current
view of pricing issues in a new section in Chapter 314-23 WAC. The board held
a work session on Fair Trade Practices on September 11, 2013, to hear comment
from stakeholders on these issues. A public hearing on the proposed rules was
held on April 23, 2014. Stakeholders provided testimony and written comments
on the proposed rule language at the public hearing.

On May 14, 2014, the board gave their approval for the rules coordinator to draft
revised proposed rules for fair trade practices to bring back to the board at a
later date.

On June 4, 2014, the rules coordinator filed a supplemental CR 102 with the
Code Reviser’s Office.

On July 23, 2014, the rules coordinator posted a Small Business Economic
Impact Survey with supplemental proposed rules for fair trade practices on the
Liguor Control Board website. An email was sent to all stakeholders on the rules
distribution list requesting they complete the survey and return to the board by
August 8, 2014. Washington Restaurant Association requested the board accept
responses to the survey until August 24, 2014, and the board agreed to do so.

On December 17, 2014, the rules coordinator filed a second supplemental CR
102 including the small business economic statement with the code Reviser’s
Office. A public hearing was held on February 11, 2015.

A new board chair and new board member started in February, 2015. The board
members have spent time reviewing all of the comments and documentation
received for this rulemaking and have requested changes to the rules that were
proposed on December 17, 2014.
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What changes are being proposed?

New Section. WAC 314-23-060 What are "volume discounts"? Defines
“volume discounts”.

New Section. WAC 314-23-065 What are "unfair trade practices"?
Defines “unfair trade practices”.

New Section. WAC 314-23-070 What is "local market"? Defines “local
market”. For purposes of volume discounts, sales to on-premises retailers and
off-premises retailers constitute separate markets.

New Section. WAC 314-23-075 Are licensed distributors or other
suppliers of spirits and wine allowed to provide discounts to on-
premises or off-premises retail licensees based on a commitment from
the retailer to purchase a particular percentage of the spirits back-bar,
well-drinks, wine by the glass, or any combination of these? Addresses
exclusivity.

New Section. WAC 314-23-080 Are licensed distributors or other
licensed suppliers of spirits and wine allowed to provide volume
discounts to on-premises or off-premises retail licensees? Explains what
is allowed under “volume discounts”. Exceptions are granted for different
volume pricing on spirits to on-premises retailers and off-premises retailers for
new products to the market. Wine may be sold at different prices to on-
premises retailers and off-premises retailers.

New Section. WAC 314-23-085 What type of discounts are not
allowed? Explains the following practices are not allowed under “volume
discounts”:
e Discounts for purchases over time. Combining volumes of spirits and wine
purchased beyond the day of purchase period to qualify for a volume
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discount is considered an extension of credit under 27 CFR 6.65 because
state law does not allow the extension of credit; and

e Discounts on a combined order that is delivered to multiple sites (central
warehousing rules were written to allow separate licensed entities to lease
warehouse space and request a discount on goods delivered to a single
warehouse location), unless the order is delivered to multiple liquor
licensed locations owned and operated by the same liquor licensed entity.
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NEW SECTION

WAC 314-23-060 What are "volume discounts™? Volume discounts
are discounts that are based solely on the volume of the spirits
and/or wine that is purchased by a retailer from a distributor or sup-
plier. However, the limitations on iInteractions between the levels of
licenses remain including, but not limited to, the prohibition on un-
due influence and sales below cost.

NEW SECTION

WAC 314-23-065 What are "unfailr trade practices”™? (1) "Unfair
trade practice™ means one retailer or industry member directly or in-
directly influencing the purchasing, marketing, or sales decisions of
another retailer or industry member by any agreement written or un-
written or any other business practices or arrangements such as, but
not limited to, the following:

(a) Any form of coercion between industry members and retailers
or between retailers and iIndustry members through acts or threats of
physical or economic harm, including threat of loss of supply or
threat of curtailment of purchase;

(b) A retailer on an involuntary basis purchasing less than it
would have of another iIndustry member®s product;

(c) Purchases made by a retailer or iIndustry member as a prereq-
uisite for purchase of other items;

(d) A retailer purchasing a specific or minimum quantity or type
of a product or products from an industry member;

(e) An industry member requiring a retailer to take and dispose
of a certain product type or quota of the industry member®s products;

() A retailer having a continuing obligation to purchase or oth-
erwise promote or display an industry member®s product;

(g9) An industry member having a continuing obligation to sell a
product to a retailer;

(h) A retailer having a commitment not to terminate its relation-
ship with an industry member with respect to purchase of the industry
member®s products or an industry member having a commitment not to
terminate its relationship with a retailer with respect to the sale of
a particular product or products;

(i) An industry member being involved in the day-to-day opera-
tions of a retailer or a retailer being involved in the day-to-day op-
erations of an industry member in a manner that violates the provi-
sions of this subsection;

(J) Discriminatory pricing practices as prohibited by law or oth-
er practices that are discriminatory in that the product is not of-
fered to all retailers in the local market at the same price.

(2) The exercise of undue influence is an unfair trade practice
and i1s prohibited.
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NEW SECTION

WAC 314-23-070 What is "local market”? Local market is limited
to businesses in geographic recognized market areas such as town,
city, county or other recognized geographic area in which distribution
services are provided. For the purposes of differential pricing, sales
to on-premises retailers and off-premises retailers constitute sepa-
rate markets.

NEW SECTION

WAC 314-23-075 Are licensed distributors or other suppliers of
spirits and wine allowed to provide discounts to on-premises or off-
premises retail licensees based on a commitment from the retailer to
purchase a particular percentage of the spirits back-bar, well-drinks,
wine by the glass, or any combination of these? (1) It is unlawful
for a distributor or other supplier of spirits or wine to offer a low-
er price to an on-premises or off-premises retailer if the retailer is
required to purchase a specific portion of some or all of its wine or
spirits from that distributor or supplier in order to qualify for the
lower price. Such requirements include, but are not necessarily limi-
ted to, agreeing to devote certain percentage of the spirits back-bar,
well-drinks, wine by the glass, or any combination of these or other
types of purchases to products sold by that distributor or supplier.

(2) Such exclusive discounts are prohibited under RCW 66.28.170
and federal law 27 C.F.R. 6.72.

NEW SECTION

WAC 314-23-080 Are licensed distributors or other licensed sup-
pliers of spirits and wine allowed to provide volume discounts to on-
premises or off-premises retail licensees? (1) Yes, distributors or
other licensed suppliers are allowed to provide volume discounts to
licensed on-premises and off-premises retailers. The discounts must be
based solely on the volume of the spirits and/or wine that is pur-
chased by a retailer from a distributor or other licensed suppliers.
However, the limitations on iInteractions between the levels of licen-
ses remain, including the prohibition on undue influence and sales be-
low cost of acquisition.

(2) Differential pricing between on-premises licensed retailers
and off-premises licensed retailers is allowed under the following ex-
ceptions:

(a) For spirits: A new product to the market may be sold to on-
premises retailers at an "introductory price”™ for a maximum of six
months. After the six-month introductory period the price for on-prem-
ises and off-premises retailers must be the same price for the same
volume purchased.

(i) "New product”™ means the product has not previously been of-
fered for sale to retailers.
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(i1) "Introductory price"™ means the price of the spirits product
when 1t first becomes available for purchase.

(b) For wine: Wine may be sold to on-premises retailers and off-
premises retailers at different prices.

NEW SECTION

WAC 314-23-085 What type of discounts are not allowed? The fol-
lowing types of discounts are not allowed. Please note that this list
iIs representative and not inclusive of all practices that are not al-
lowed:

(1) Volume discounts that violate local, state, or federal laws.

(2) Discounts on purchases over time. Prices must be based on the
spirits or wine delivered in a single shipment or single invoice.

(3) Discounts on a combined order that is delivered to multiple
licensed sites. Volume discounts may only be provided based on com-
bined orders by one or more licensees to the "central warehouse™ or a
single location to which the order is delivered. The delivery of prod-
uct to multiple sites cannot be used in determining the volume dis-
count for a combined order unless the order is delivered to multiple
liquor licensed locations owned and operated by the same liquor li-
censed entity.
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