\§ Washington State
/A Liquor Control Board

Business Advisory Council

Meeting Minutes
April 20, 2011, 9:30 a.m. — Noon
Liquor Control Board
Headquarters Office
3000 Pacific Avenue
Olympia, WA 98504

Business Advisory Council Members in Attendance:

Council Members: Liquor Control Board:
Jeannie Lee, KAGRO Ruthann Kurose, Board Member
Jan Gee, WA Food Industry Chris Marr, Board Member
Heather McClung, WA Brewers Guild Pat Kohler, Administrative Director
Jean Leonard, Washington Wine Institute Rick Garza, Deputy Director

Paul Schieck, WA Sports & Entertainment Facility
Operations Association

Jeff Barr, DRAW

Steve Lynn, Small Businesses & Distributors

Also in Attendance:

Ron Main and Phil Wayt, Washington Beer and Wine Wholesalers Association, Julia Clark,
Washington Restaurant Association; Aubrey Seffernick, Nooksack Tribe; Adam Smith,
DISCUS; Carrie Tellefson, DRAW; Charlie Brown, Diageo; and Lance Hastings, Miller Coors.
Liquor Control Board staff present: Pat McLaughlin, Alan Rathbun, Mary Segawa, and Roni
Pettit.

Absent: Sharon Foster, Gilbert Canizales, Ted Yi, Theresa Hancock, Katie Jacoy, Bob Kelly,
TK Bentler, and Anthony Anton.

Chris Marr, Board Member of the Liquor Control Board welcomed the members of the Business
Advisory Council (BAC) and introductions were made by Board Member Marr and each council
member.

Rick Garza, Deputy Administrative Director

Rick provided a legislative update to the members. Rick reported that session shouldn’t go any
later than Friday at noon. There will be a rolling recess then will move into a 30 day session for
the budget. There are currently 63 bills that are necessary to implement the budget. We should
know more in the next few days. Bills involving money are noted in red. (See handout). The
Senate budget calls for deeper cuts to state employees. The WBC proposal would only work if
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there was a significant increase in sales. Currently, as it stands now, there would be a loss to the
state over time. The proposal assumes 5 percent growth but LCB staff feels that is much higher
than what we currently have seen (2.7 percent growth.) The Senate did not adopt it; the
Governor has concerns but it still may move forward in a different way (i.e. there still could be
an RFP with key language about financial benefit over time to the state). The Costco proposal
has had many different versions over the last few weeks. The bill is likely to be dropped in the
Senate. The House has a title only on the Costco bill.

Jan Gee asked about the tax portion of the Costco bill and the generation of money. Rick
responded that there is a huge markup above taxes (59 percent) and after two or three years the
fees go away. Markup is sheer profit to the state and the state only takes a piece of that markup.
The locals receive most of their money from the markup so if the fees disappear then it’s a loss
to the state and locals. The fiscal piece appears to be problematic and the policy piece will be
dealt with by the legislature.

Jeannie Lee inquired about HB 2043 and what the definition of a grocery store is. Rick indicated
that under this bill the state liquor stores are to sell liquor related products (i.e. ice, mixers etc).
Contract stores already sell these items but state stores do not. The state would see $6 million
the first biennium and between $15 million to $18 million once it is fully implemented. The
store within a store concept in urban areas is a pilot that is being looked at because it may be
more feasible to co-locate than putting in a state store.

Steve Lynn expressed concern regarding an assumption from the legislature that the state is the
provider. There likely will be other initiatives to privatize and he recommends having a
contingency plan like private businesses do. Rick responded that the LCB has to run our
business like we will be here tomorrow and have to move forward with modernization. Pat
Kohler interjected that it does take into account revenue change and that contract stores would be
grandfathered in or have the opportunity to compete. It provides customer convenience from a
broader standpoint and allows for creative ways such as online ordering meeting general fund
assumptions. There would be wasted revenue if there wasn’t an assumption that we will be in
the business. Board Member Marr commented that the LCB understands his concerns from a
business standpoint but the LCB is investing money to improve revenue/convenience.

Jan Gee gave an example of what if a car business was opened up across the street. Member
Marr responded that example is not considered to be a business involved in public policy. Ron
Main interjected that everything we do is always subject to initiative process and there is always
organized opposition. In Steve’s opinion, the last initiative was close — 52/46.5 — so there likely
will be smarter initiatives coming. Member Marr suggested that caution is a good caveat as we
make these decisions and move forward.

Jan Gee also asked for clarification on the definition of a superstore. Pat Kohler responded that a
superstore is considered 7,000 to 10,000 square feet, has 2-3 times more SKUs, is in an
urban/metropolitan area, and carries unique items. Liquor related items would be included in all
stores as well as samplings and training opportunities for customers.

Rick also mentioned that the idea of super stores came from other control states and provides the
public with an ability to obtain a larger variety. Chair Foster brought the idea forward after
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hearing about superstores from her counterparts in other control states. Last session, the LCB
generated $80 million increase in revenue for state (the current biennium ends on June 30, 2011).
It appears the LCB will have $85 million for the next biennium.

Rick reported that state store models work well for urbanized areas; contract stores work well in
rural and suburban areas. Super stores in our control state would increase sales. Charlie Brown
expressed concern about sweeping of the revolving account. The numbers show that the LCB is
selling fewer products although there has been an increase in dollar revenues but still lower than
hoped. The spirits industry is also concerned about an increase in markup and would like to see
the sweep eliminated. Member Marr confirmed that this is certainly a topic for discussion.

Phil Wayt inquired as to whether the commission schedule would be the same with a contract
store within a store or whether the store would run the contract store. Pat McLaughlin indicated
that this concept is just a concept at this point and the commission structure has not yet been
defined. As a result of SB 6444, the study showed models were restrictive in engaging
businesses. Phil felt there was a lack of interest in the survey from businesses. Pat Kohler noted
that there was a high level of research and all ten stores were placed but there was difficulty in
metropolitan areas for contract stores.

Adam Smith reported that they are concerned about markup. Rick reported that the LCB is
climbing out of flat sales and beginning to see normal growth. Therefore, we don’t want to
increase price as that could have negative impact. The LCB has shared concerns about markup to
the Governor, legislature, and OFM. Heather McClung asked if the markup would include beer
and wine. Ron Main echoed the question indicating that the thought was to equalize beer and
wine with spirits. Rick responded that there has been no discussion on beer and wine taxes.

Ruthann Kurose/Mary Segawa

Member Kurose introduced Mary Segawa, Alcohol Awareness Program Manager. Mary
reported on the efforts of the LCB in the areas of alcohol awareness and education. She gave an
overview of the Reducing Underage Drinking (RUaD) Coalition as well as media and poster
campaigns. Mary also provided a list of resources for information and outreach efforts currently
underway. (See handout.)

Roundtable

Julia Clark spoke of the restaurants pricing issue and how they want to keep anymore increases
from their industry. They have seen an impact on jobs (they are down about 14,000 jobs). They
want to be part of the solution and look at options for increased efficiencies in terms of the two
liquor privatization proposals.

Charlie Brown reiterated those concerns and looks forward to working with everyone.

Jan Gee commented on the distribution bill. They are in a position to oppose as they feel it would
be exchanging one monopoly for another and is not in best interest of state. They are moving
closer to supporting the Costco bill. Generally, their industry is seeing a nice bump in economy
until recently which saw a small dip because of gas prices.
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Aubrey Seffernick reported that they are continuing to watch privatization and how it will affect
the operation of contract stores and casinos; however, they have no official position at this time.

Jan Gee inquired as to whether the service station near Emerald Queen is selling spirits. Aubrey
confirmed that the Puyallup Tribe has opened a state contract store.

Phil Wayt reported that the beer distributors are concerned about privatization.

Ron Main indicated that they are supportive of the LCB enhancing convenience and modernizing
but still have serious concerns regarding the Costco proposal. They have no position on the
Washington Beverage Company (WBC) but are watching it closely.

Heather McClung indicated they were happy to see the final wine strategy has been completed
and look forward to seeing a beer strategy plan in the future.

Lance Hastings wants to ensure the temporary tax increase remains temporary.

Jean Leonard thanked the LCB for their support on the omnibus bill/corkage fee. It should be
effective in 90 days. She also reported that many wineries are concerned about the Costco bill.

Jeff Barr thanked the LCB for their support on the sampling bill. Their plan is to renew the bill
next year to make it permanent. They are keeping an eye on privatization and are also concerned
about markup increases. They hope to work with the LCB/WRA to provide solutions.

Steve Lynn reported that his business, Water to Wine in Gig Harbor, liquidated 90 percent of his
inventory on January 31 which included $300,000 worth of specialty wine. He wanted to ensure
that the LCB is aware that the actions made by the state impacts small businesses. He feels that
sampling was exclusive and is now spread to grocery stores and although they are not a direct
competitor, they are still a point of access. Second, as a member of the WRA, they are allowed
to do off premise sales. There is no value for having a specialty retail license and the
exclusivities have been given away or traded. This causes a decrease in jobs and inventory and
will have to move to smaller retail space. His prediction is that in 2-3 years, every major grocery
store will have beer, wine, and liquor. Small independent retailers won’t be able to do it much
longer and believes that it will be politically driven rather than legislatively driven.

Heather McClung reported that at a meeting with the Guild, Washington was praised for its
efforts in modernization.

LCB Division Updates:

Pat McLaughlin — Business Enterprise

Pat McLaughlin provided an update on the business plan and went over the Governor’s and
Board’s initiatives. Pat also spoke to the Purchasing product strategies and revision of the
display assignment process and standards, Distribution’s efforts to increase flexibility and
reliability, and Retail’s efforts to optimize the customer experience. (See handout.)
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Rick commented on his observation from Steve’s remarks and that the LCB spends a lot of time
working with stakeholders in modernizing our system. The state continues through its monopoly
of spirits as long as it’s done safely and in compliance. The LCB has opened up our system to
have access to customers; open states are not as progressive as Washington State is. Steve
reiterated that as a business owner, he is looking ahead to change his business model to
accommodate the situation.

Jan Gee indicated that the LCB was great to work with on the growlers. Growlers would work
well in some locations and great changes in recent years have been made that the LCB has
negotiated together. The progress for grocery stores has been great.

Steve reported that it has not been so well for specialty stores. Metropolitan stores are different
(higher density much higher more affluent than what exists).

Member Marr indicated that the next meeting will be July 20, 2011. Hopefully, we will know
what the budget will be and how the initiatives have emerged.

Handouts:
1. Legislative Update

2. Alcohol Awareness and Education Presentation
3. Business Plan Update Presentation
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. Liquor Control Board

Business Plan Update

Pat D. McLaughlin,
Director of Business Enterprise
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Washington State

Liquor Control Board

Standardize Store Hours

¢ Annual revenue $395,467
e M-F: 10-9, Sat: 10-10, Sun: As Is

8 New Stores

e Annual revenue $3,360,493
¢ 6 Contract/2 State

”'_“ 2 High Vol. Specialty Stores

e e Annual revenue $1,865,669
] ® Expanded Special Order Items

5 Store within a Store

=] « Annual revenue $242,592

e Grocery Store Pilot

% | Licensee Delivery

e Annual revenue $195,296
¢ Optional fee based service

Liquor Related Merchandise

V 1 * Annual revenue 51,764,349
h¢] ¢ Ice, Soda, Barware

Gift Cards

e Annual revenue $1,512,875
e State & Contract Stores

Web Ordering

e Annual revenue ST.B.D.
e Ordering/Education/Advertising

$18 MILLION/BIENNIUM
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Purchasing

* Fully develop product strategies to improve the
customer experience and responsibly increase

profitability
— Targeted Listing/De-Listing
— Category management partnerships

* Revise display assignment process and standards
to maximize visual impact and profitability

— Store Mapping
— Updated assighment/merchandising standards

IMPROVE PRICE/VOLUME MIX
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Distribution

* |Increase the flexibility and reliability of the
facility through the elimination of process
waste and variability.

— Permanent 3" Shift

— Increase Space, Replenishment, and Picking
Efficiencies.

— Structured Process Improvement

INCREASE FILL RATE & REDUCE COST PER CASE
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Retail

* Optimize the customer experience develop
new business models
— Store layout
— Operational Practices
— Expanded Training
— Secret Shoppers/Annual Survey
— New contracting and commission models

IMPROVE FINANCIAL RETURN & CUSTOMER EXPERIENCE
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Q&A

Thank You!






Alcohol Awareness and Education



Welcome to the WSLCB
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Overview

RUaD

Washington State Coalition to Reduce Underage Drinking



Poster Campaign



Community Outreach



Next Steps



How You Can Be Involved











Give you an overview of how we are working to address underage drinking.
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RUaD

Broad membership



Co-chair and provide staff support



Coordination of statewide efforts



Resource for communities



Policy work

Changes to advertising rules









Membership: represents youth, parents, statewide organizations such as PTA and WASAVP, agencies such as WA State Patrol, Lt. Governor’s Office, Attorney General’s Office, Dept. of Health. Co-chaired by DBHR.

We co-chair and I provide staff support to the efforts, including organizing work committees.

Work to coordinate the efforts of the different groups statewide, sharing information and resources and partnering to prevent duplication of services.

HYS Stats

Alcohol is still the substance most widely used by youth.

30 day use:  one in seven 8th graders, one in four 10th graders, nearly one in two 12th graders

Binge drinking – one in six 10th graders

Resource

Policy work
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RUAd Media campaigns

Start talking before they start drinking

www.StartTalkingNow.org 





Let’s Draw the Line



Change in advertising rules

Penalties for providing to minors

www.LetsDrawtheLine.org 









Start talking now:  Focuses on referring to website.  Town hall meetings.
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WSLCB Poster Campaign

Seasonal Posters

















Placed in stores, schools, state agencies, etc.

WIAA championship programs









Resources & outreach

Website resources at www.liq.wa.gov 



Staff resource

Example: alcoholic energy drinks



Community events

“Right Spirit Fair” (Navy)

Town Hall Meetings and Forums

Conference presentations



Radio Luz

Outreach to Hispanic community









New efforts

TV and radio ads – Industry grants

– Parents Empowered - Diageo

– Accept Responsibility - Pernod Ricard



Power of Parents program

WA Traffic Safety Commission & MADD



Alcohol & Energy Drinks – College Students

NABCA and the College Coalition for Substance Abuse Prevention









Opportunities

Funding for expanded media campaign



Ads in your publications



Posters in your place of business



Articles in publications and employee newsletters

Contact:

Mary Segawa

mbse@liq.wa.gov

360-664-1771













Thank you!







image1.jpeg

Washington State
2 Liquor Control Board







image2.jpeg







image3.jpeg







image4.png

’ Washington State Coaliti
RUa DGR






image5.jpeg







image6.png

Parents are the #1 influence on whether teens choose to drink. e e

Visit
Keep alcohol out of the hands of kids. Visit

RUa =it

) e R







image7.jpeg







image8.gif

POWER OF

PARENTS







image9.wmf





Welcome to the WSLCB






I
Liquor Control Board

Legislative Update

April 18, 2011

Rick Garza, Deputy Director
PO Box 43080, Olympia WA 98504-3080
360-664-1650 e« rjg@lig.wa.gov

What's Happening? Special Session likely.

The 2011 Legislative session kicked into gear on January 10", opening a 105-day session scheduled to
end this Thursday, April 21, 2011. A special session is likely to begin as early as next Monday, April 25,
2011.

This update provides you with a review of the Liquor Control Board’s agency request legislation and
other bills that impact the agency. I would like to note that if the Board position states — Awaiting
Hearing Date- that means we have not yet taken it to the Board for consideration. Staff usually waits
until the proposal has been given a committee hearing date before we seek a Board position.

Please feel free to contact me directly if you have any questions or concerns. If you would
like more information about the legislative process, the Legislature’s web site has a good explanation:
http://www.leg.wa.gov/WorkingwithLeg/overview.htm.

Bills at a glance:

 Key

1 SB = Senate Bill. A bill introduced in the Senate.
HB = House Bill. A bill introduced in the House.
SSB or An “'S” before a House Bill or a Senate Bill indicates a
SHB = Substitute Bill. This means the bill was amended from

2SHB =  Dbill was amended by a second committee typically a
fiscal committee.
B or An “E” indicates an engrossed bill. This means the bill

1
1
1
1
the original version. ;
S :
HB = was amended on the floor of the chamber before it I

1
1
E 2SSB or A “2” indicates a second substitute. This means the
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Bill #

Description

Status

Alcohol Related Legislation

HB 1465 [S/B/W Restaurant Requirements/Nightclubs (Agency) Delivered to the

Governor
SGA 9139 [Confirmation of Chris Marr Confirmed
SHB 1172 [Beer/Wine Tasting at Farmer’s Markets Signed by Governor
SSB 5029  [Beer/Wine Tasting at Farmer’s Markets Died in the House
HB 1116 Conversion Plan — State & Contract Liquor Stores Died in the House
SB 5111 Liquor Sales Privatization (Sheldon’s bill) Died in the Senate
SHB 1202 [Spirits Sampling Pilot in State & Contract Liquor StoresDelivered to the
SSB 5150 Governor

Died in the Senate
SSB 5156 |VIP Airport Lounge License Delivered to the

Governor
HB 1244  |Growlers to go (Spirits, Beer, Wine Restaurants) Died in the Senate
SB 5302 Died in the Senate
HB 1227 |Restaurant Corkage Fee Waiver Signed by Governor
SB 5173 Died in the Senate
SB 5219 Violations for Sales to Minors Died in the Senate
SB 5256 Out-of State Retailers Wine Ship Direct to WA Consumers Died in the Senate
HB 1482 Died in the House
SB 5257 Craft Winery License Died in the Senate
SB 5258 Credit Terms for Payment of Beer & Wine by Retailers Died in the Senate
HB 1372 Credit Terms for Payment of Beer & Wine by Retailers Died in the House
SB 5259 Tax Reporting for Small Wineries Died in the Senate
HB 1373 Tax Reporting for Small Wineries Died in the House
SB 5285 Liquor Licenses near Schools (500 foot measurement) Died in the Senate
HB 1166 Prevention of Alcohol Poisoning Deaths Died in the Senate
HB 1529 Liquor-Related Products for Sale in State Liquor Stores Died in the House
HB 1550 Regulating the Production, Distribution and Sale of Cannabis [Died in the House
HB 1641 Domestic Winery License Died in the House
SB 5650 Craft Distillers Sale of Spirits at Farmer’s Market Died in the House
HB 1883 Beer Taxes Died in the House
SB 5794 Died in the Senate
SB 5709 Allowing a Microbrewery to Sell Beer of Another Brewery for Died in the Senate

On & Off-Premises Consumption

SB 5710 Sale of Growlers by Grocery Store Licensees Died in the Senate
SB 5711 Sale of Growlers by B/W Specialty Shops Died in the Senate
SSB 5788 Omnibus Bill Signed by Governor
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SB 5827 Non-Club Event Endorsement Died in the Senate

HB 2014 Liquor License Fees Died in the House

HB 2038 Liquor-Related Products for Sale in State Liquor Stores H Ways & Means

SB 5916 S Ways & Means

HB 2043 Liquor —Related Products in State Liquor Stores & a Pilot for |H Ways & Means
Co-locating 5 Contract Liquor Stores in Grocery Stores

SB 5917 A Pilot for Co-Locating 10 Contract Liquor Stores in Grocery  |S Ways & Means
Stores

SB 5933 Privatizing the Distribution and Sale of Spirits and Wine S Labor, Comm & CP

SB 5942 Privatizing the Distribution and Warehousing of Spirits S Ways & Means
Tobacco Legislation

SHB 1246 [Tobacco Products Died in the House

SB 5380 Tobacco Products Died in the Senate

HB 1683 Cigar Lounges & Retail Tobacconist Shops H Ways & Means

SB 5542 Cigar Lounges & Retail Tobacconist Shops S Ways & Means

Alcohol Related Legislation

S/B/W Restaurant Requirements/Nightclubs (Agency) (SHB 1465)

Status: Passed both houses.
Sponsor: Hunt
Board Position: Support

Removes the 100 occupancy load in the nightclub definition. Removes the language

that items such as hamburgers, salads, and sandwiches do not meet the
requirements for a complete meal. The substitute allows the holder of a Beer/Wine
Specialty Shop liguor license to receive an endorsement to permit the sale of beer to a

purchaser in a sanitary container brought to the premises by the purchaser, or provided by

the licensee or manufacturer, and fill at the tap by the licensee at the time of sale. The

substitute also states any microbrewery licensed under this section may also sell beer of

another domestic breweries’ production for on and off-premises consumption from its

premises as long as the other breweries’ brands do not exceed 25% of the microbrewery’s

on-tap offering of their own brand.

Confirmation of Chris Marr (SGA 9139)

Status: Confirmed February 16, 2011.

Beer and Wine Tasting at Farmers Markets (SHB 1172)

Status: Signed by the Governor..
Sponsor: Kenney
Board Position: Neutral
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This bill creates a pilot for beer and wine tasting at farmers markets. The pilot will take
place between July 1, 2011 and September 30, 2012. Samples must be 2 ounces or less
and a total of 4 ounces is allowed per customer per visit. Employees involved in tasting
activities must complete a Board approved limited alcohol server training program.

Ten farmers markets will be chosen for the pilot. Only one winery or brewery per location
may sample. The pilot project farmers markets will be selected by the liquor control board
in consultation with statewide organizations of farmers markets. The board shall make an
effort to select farmers markets throughout the state. The LCB will report on the pilot
project to the legislature by December 1, 2012. The substitute bill states If a winery or
microbrewery commits a public safety violation in conjunction with tasting activities, the
Board may suspend the winery or microbrewery's farmers market endorsement for up to

two years.

Beer and Wine Tasting at Farmers Markets (SSB 5029)

Status: Died in the House

Sponsor: Kohl-Wells

Board Position: Neutral

This bill creates a pilot for beer and wine tasting at farmers markets. The pilot will take
place between July 1, 2011 and September 30, 2012. Samples must be 2 ounces or less
and a total of 4 ounces is allowed per customer per visit. Employees involved in tasting
activities must complete a Board approved limited alcohol server training program.

Ten farmers markets will be chosen for the pilot. Only one winery or brewery per location
may sample. The pilot project farmers markets will be selected by the liquor control board.
The LCB will report on the pilot project to the legislature by December 1, 2012. The
substitute states a winery or microbrewery offering samples under this section must have
an endorsement on May 1, 2011.

Conversion Plan for State and Contract Liguor Stores (HB 1116)

Status: Public Hearing held February 7, 2011, in the House Committee on State
Government and Tribal Affairs.

Sponsor: Alexander

Board Position: Concerns

Requires the board to convert at least 20 state liquor stores to contract liquor stores
between September 1, 2011, and July 1, 2013. Also requires the board to convert 10 state
liquor stores to contract stores on a pilot basis between September 1, 2011, and July 1,
2012. The board must conduct a study on the pilot and report back to the legislature by
December 13, 2013.

The bill also allows an independently owned grocery store licensee with less than 60,000
square feet of premises, to apply for and receive a contract liquor store appointment.

Liguor Privatization — Franchise Agreements (SB 5111)
Status: Referred to the Senate Committee on Labor Commerce and Consumer
Protection on January 14, 2011.
Sponsor: Sheldon
Board Position: Awaiting Hearing Date
Requires the board to auction off current state liquor store and the distribution facility
assets by July 1, 2013. The board must also:
e Determine liquor franchise areas throughout the state in which a certain number of
franchises can be located,
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e Establish criteria for the placement of liquor franchises in liquor franchise areas,
including input from cities, counties, and towns, schools, churches, and public
institutions;

Establish the amount of the purchase price for the liquor franchise agreement;

¢ Award liquor franchise agreements to applicants in all liquor franchise areas.

The price of liquor sold must be set by each liquor franchise holder, but the cost
can’t be less than the cost of acquisition. The board shall determine the hours and
days that alcohol may be sold.

Spirits Sampling Pilot in State and Contract Liquor Stores (SHB 1202 / SSB 5150)
Status: Passed both houses; Died in the Senate.

Sponsor: Huntin the House; Kohl-Wells in the Senate

Board Position: Neutral

Creates a pilot to allow suppliers to conduct spirits sampling in state and contract liquor
stores between September 1, 2011 and September 1, 2012. The pilot will consist of 30
stores to be determined by the board. The board shall report back to the legislature on the
pilot by December 1, 2012. The substitute house bill allows stores to advertise on a store
website, in store newsletters and flyers, and via electronic mail and postal mail to
customers who have requested notice of events. Advertising may not be targeted to, or
appeal principally to, youth.

VIP Airport Lounge License (SSB 5156)

Status: Passed both houses.

Sponsor: Kohl-Wells

Board Position: Neutral

Creates a new license for VIP Airport Lounges which allows the license holder to sell or
otherwise provide spirits, beer, and wine solely for consumption on the premises of the VIP
Airport Lounge. The substitute bill adds an annual fee for the license.

Growlers to Go for S/B/W Restaurant Licenses (HB 1244 / SB 5302)

Status: Made eligible to be placed on 2" reading in the Senate Rules Committee on
March 31, 2011; Died in the Senate.

Sponsor: Condottain the House; Kohl-Wells in the Senate

Board Position: Neutral

Allows a spirits, beer, and wine restaurant the ability to sell “growlers” under the keg
endorsement.

Adds a vendor that manufactures liquor mixers to those eligible to provide alcohol free of
charge at a trade show (under a class 8 permit).

Restaurant Corkage Fee Waiver (HB 1227 / SB 5173)

Status: Signed by the Governor; Died in the Senate.

Sponsor: Ross in the House; Honeyford in the Senate

Board Position: Support

Creates an exception to tied-house that allows a domestic winery and a restaurant to enter
into an arrangement to waive a corkage fee.
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Alcohol Sales to Persons Under 21 (SB 5219)

Status: Died in the Senate.

Sponsor: Shin

Board Position: Awaiting Hearing Date

Amends the penalties for selling to a minor by a licensee or their employee. A licensee
wouldn’t have their license cancelled until the sixth violation in a two-year period. The
current penalty structure cancels a liquor license on the fourth violation in a two-year
period.

Out-of-State Businesses shipping Direct to WA Consumers (SB 5256 / HB 1482)
Status: Died in the Senate; Died in the House.

Sponsor: Kline in the Senate and Finn in the House

Board Position: Oppose

Allows out of state businesses to ship directly to Washington consumers under a wine
shipper’s permit. Changes the reporting requirement for wine shipping to Washington
consumers from monthly, to “lesser intervals” for those shipping less than 10,000 cases
annually. Changes the renewal fee for the wine shippers permit from $100 to $50.

Craft Winery License (SB 5257)

Status: Died in the Senate.

Sponsor: Kline

Board Position: Oppose

Creates a Craft Winery license for the holder of a domestic winery license or a certificate of
approval and a federal basic permit as a bonded winery or bonded wine cellar that does not
produce more than 25,000 gallon of wine in the most recent year for which it reported
production to the federal government. Removes most regulations for this license. The fee
may not be greater than $100.

Credit Terms for Payment of Beer and Wine by Retailers (SB 5258 / HB 1372)
Status: Died in the Senate; Died in the House.

Sponsor: Kline in the Senate; Condotta in the House

Board Position: Neutral

Allows any form of payment (checks, credit or debit cards, electronic fund transfers) to be
completed within five business days rather than just electronic funds transfers.

Tax Reporting for Small Wineries (SB 5259 / HB 1373)

Status: Died in the Senate; Died in the House.

Sponsor: Kline in the Senate; Condotta in the House

Board Position: Neutral

Changing wine tax reporting for domestic wineries, wine certificate of approval holders,
wine imports, and wine distributors to annually rather than monthly if they have total taxable
sales of wine of 6,000 gallons or less during the calendar year preceding the date on which
the report would otherwise be due.

Liquor Licenses for Businesses Located Near Schools (SB 5285)
Status: Died in the Senate.

Sponsor: Hanker

Board Position: Neutral

LCB — Director’s Office 6





Changes the 500 foot measurement from a proposed liquor licensed premises to a school
from the main entrance of the school to the nearest public entrance of the proposed liquor
licensed premises to from the property line of school grounds to the nearest public entrance
of the proposed liquor licensed premises.

Prevention of Alcohol Poisoning Deaths (HB 1166)

Status: Placed on 2" reading on April 5, 2011.

Sponsor: Lilas

Board Position: Neutral

Establishes limited immunity from prosecution for people under 21 who seek medical
assistance in alcohol poisoning situations.

Liquor-Related Products for Sale in State Liquor Stores (HB 1529)

Status: Executive Session scheduled February 17, 2011, in the House Committee on
State Government & Tribal Affairs but no action taken.

Sponsor: Fitzgibbon

Board Position: Support

Allows the sale of liquor-related products in state liquor stores.

Requlating the Production, Distribution, and Sale of Cannabis (HB 1550)

Status: Public Hearing scheduled on February 8, 2011 in the Committee on Public
Safety & Emergency Preparedness.

Sponsor: Dickerson

Board Position: Awaiting Hearing Date

Allows the sale of cannabis in state and contract liquor stores.

Domestic Winery License (HB 1641)

Status: Died in Committee.

Sponsor: Hunt

Board Position: Awaiting hearing date

Modifies provisions regarding the licensing of domestic wineries.

Craft Distillers Selling Spirits at Farmer’s Markets (SB 5650)

Status: Died in the Senate.

Sponsor: Harper

Board Position: No position

Allows a craft distillery to obtain an endorsement to sell their own spirits at farmer’s
markets.

Taxation of Domestically Brewed Beer (HB 1883/ SB 5794)

Status: Died in the House. Died in the Senate.

Sponsor: Condottain the House; Kilmer in the Senate

Board Position: No position

Effective June 30, 2011, the sale of beer brewed domestically, within the US, by breweries
whose annual domestic production does not exceed two million barrels, is exempt to the
additional tax of $15.50 per 31 gallon barrel.
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Allowing a Microbrewery to Sell Beer of Another Brewery for On & Off-Premises
Consumption (SB 5709)

Status: Died in the Senate.

Sponsor: Kline

Board Position: Neutral

Any microbrewery licensed under this section may also sell beer of another domestic
breweries’ production for on and off-premises consumption from its premises as long as the
other breweries’ brands do not exceed 25% of the microbrewery’s on-tap offering of their
own brand.

Allowing a Grocery Store Licensee to Sell Growlers (SB 5710)

Status: Died in the Senate.

Sponsor: Hobbs

Board Position: Oppose

Allows the holder of a Grocery Store liquor license to receive an endorsement to permit the
sale of beer to a purchaser in a sanitary container brought to the premises by the
purchaser, or provided by the licensee or manufacturer, and fill at the tap by the licensee at
the time of sale.

Allowing a Beer/Wine Specialty Shop Licensee to Sell Growlers (SB 5711)

Status: Died in the Senate.

Sponsor: Hobbs

Board Position: Concerns

Allows the holder of a Beer/Wine Specialty Shop liquor license to receive an endorsement
to permit the sale of beer to a purchaser in a sanitary container brought to the premises by
the purchaser, or provided by the licensee or manufacturer, and fill at the tap by the
licensee at the time of sale.

Omnibus Bill (SSB 5788)

Status: Signed by the Governor.

Sponsor: Conway

Board Position: Support

This bill contains technical changes needed after the changes to tied-house in the 2009
legislative session. The bill also contains several amendments which allow specific
licensees additional privileges to include the following:

e Special occasion licensees are allowed to pay for beer and wine immediately
following the special occasion event;

e Wineries and breweries that are participating in a special occasion event may pay
reasonable booth fees to the special occasion licensee;

e Special sports teams who hold a retail liquor license or their agents may accept
bona fide liquor advertising from manufacturers, importers, distributors, or their
agents for use in the sporting arena;

e The allowance for financial interest/ownership was amended to include hotels,
nightclubs, and distilleries;

e A vendor of liquor mixers is allowed to obtain a class 8 permit to allow them to
provide alcohol without charge at a convention or trade show made up of licensees
of the board,;
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e Domestic wineries and their employees are exempt from the representative’s
license;
e A s/b/w restaurant licensee is allowed to sell “growlers” under the keg sales
endorsement; and
¢ A hotel licensee is allowed to sell “growlers” from the restaurant area of their
premises.
The substitute bill removes the cap (of 40) on the non-club, member sponsored event
endorsement for private clubs.

Non-Club Event Endorsement (SB 5827)

Status: Died in the Senate.

Sponsor: Ericksen

Board Position: Awaiting Hearing Date

Removes the cap (of 40) for the non-club, member sponsored event endorsement.

Liquor License Fees (HB 2014)

Status: Referred to the House Ways & Means Committee on March 25, 2011.
Sponsor: Hunt

Board Position: Awaiting Hearing Date

Increases most retail liquor license fees by 20.5 percent.

Liguor Related Products for Sale in State Liquor Stores (HB 2038 / SB 5916)
Status: First reading March 28, 2011. Referred to the House Ways & Means
Committee; Public hearing held on April 6, 2011, in the Senate Ways & Means
Committee.

Sponsor: Fitzgibbon in the House / Murray in the Senate

Board Position: Support

Allows the sale of liquor-related products in state liquor stores.

Allowing the Sale of Liquor Related Products in State Liquor Stores and Creating a
Pilot for the Co-location of Contract Stores in Grocery Stores (HB 2043)

Status: Public Hearing held on April 13, 2011, in the House Ways & Means
Committee.

Sponsor: Hudgins

Board Position: Support

Allows the sale of liquor-related products in state liquor stores. Directs the board to appoint
up to 5 contract liquor stores co-located within grocery stores in high population areas
beginning in the fiscal year 2012. The board must report to the legislature the results of the
pilot project no later than January 1, 2013.

Creating a Pilot for the Co-location of Contract Stores in Grocery Stores (SB 5917)
Status: Public hearing held on April 6, 2011, in the Senate Ways & Means
Committee.

Sponsor: Murray

Board Position: Support

Directs the board to appoint up to 10 contract liquor stores co-located within grocery stores
in high population areas beginning in the fiscal year 2012. The board must report to the
legislature the results of the pilot project no later than January 1, 2013.
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Privatizing the Distribution and Sale of Spirits and Wine (SB 5933)

Status: Referred to the Senate Committee on labor, Commerce & Consumer
Protection on April 13, 2011.

Sponsor: Tom

Board Position: Awaiting hearing date.

Privatizes the distribution and retail sale of spirits and wine. Directs the board to auction off
the current state operated liquor stores; creates a spirits distributor license, creates a spirits
retailer license that allows grocery stores with at least 9000 square feet to apply for a spirits
retailer liquor license; allows central warehousing; allows limited retail-to-retail sales of
spirits and wine.

Privatizing the Distribution and Warehousing of Spirits (SB 5942)
Status: Referred to Senate Ways & Means Committee on April 14, 2011.
Sponsor: Hewitt

Board Position: Awaiting hearing date.

Privatizes the distribution and warehousing of spirits in the state.

Tobacco Related Legislation

Requlation of Tobacco Products (SHB 1246 / SB 5380)

Status: Died in the House; Died in the Senate.

Sponsor: Cody in the House; White in the Senate

Board Position: Awaiting Hearing Date

Focuses on tobacco youth access to other tobacco products (OTP) through restricting self-
service displays and flavored OTP. The substitute removes the ban on the sale or
distribution of tobacco products that are flavored or scented.

Cigar Lounges and Retail Tobacconist Shops (HB 1683/ SB 5542)

Status: Referred to the House Ways & Means Committee on February 17, 2011;
Public hearing held March 16, 2011, in the Senate Ways & Means Committee.
Sponsor: Delvin

Board Position: Awaiting Hearing Date

Establishes special license endorsements for cigar lounges and tobacconist shops.
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