Washington State
Liquor Control Board

Tribal Advisory Council

Meeting Minutes
September 21, 2010, 11:30 a.m. — 1:30 p.m.
Northern Quest Resort & Casino
100 N. Hayford Road
Airway Heights, WA 99001

Tribal Advisory Council Members in Attendance:

Tribal Members: Liquor Control Board (LCB):

Michael Werner, Kalispel Tribal Economic Authority
Aimee Hubbard, Kalispel Tribal Economic Authority
Nick Pierre, Kalispel Tribe

Jim Luynecoop, Kalispel Tribe

Bruce Didesch, Spokane Tribe

Rion Ramirez, Suguamish Tribe

Arnold Cooper, Squaxin Island Tribe

Nathan Schreiner, Squaxin Island Tribe

Ray Peters, Squaxin Island Tribe

Matthew Mattson, Snoqualmie Tribe

Chris Masse, Kalispel/Jamestown S’Klallam/Nooksack

Sharon Foster, Chair

Ruthann Kurose, Board Member TAC/ Co-
Chair

Pat Kohler, Administrative Director

Rick Garza, Deputy Director/Tribal Liaison
Alan Rathbun, Licensing and Regulation
Director

Pat McLaughlin, Business Enterprise
Director

Sherri Lopez, Enforcement Officer

Mona Moberg, Facilitator

Tribes Roni Pettit, TAC Support
Robbi Kesler, Chehalis Tribe
Alix Foster, Swinomish Tribe
Bob Kelly, Nooksack Tribe

Greg Abrahamson, Spokane Tribe

Governor’s Office
Craig Bill, Director, Governor’s Office of
Indian Affairs

Ruthann Kurose welcomed everyone to the first Tribal Advisory Council (TAC) meeting. She
explained that the rest of the LCB staff from Olympia were delayed by traffic and were expected
to be about thirty minutes late. The agenda was adjusted to accommodate the delay. Ruthann
reviewed the work of the original tribal workgroup and reviewed the recommendations that came
out of that workgroup. (See attached Tribal Workgroup Recommendations — November 2009).
Ruthann expressed her hope that the charter would be finalized and a co-chair to serve alongside
her would be selected. Chairman Allen also shared his expectations for the meeting and
conveyed his thoughts on the initiatives.

Liquor Store Siting Process

Pat McLaughlin gave a presentation on how the LCB selects and evaluates locations for new
liquor stores. He described the policy the agency uses and the new communication with tribes to
identify zip codes where they would be interested of new possible store locations. Pat also
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provided an overview of the typical contractual framework between the LCB and a tribe for
liquor retail sales.

Introductions were made by the Tribal Advisory Council members and guests. The TAC charter
was presented and reviewed with no changes offered. There was discussion surrounding who
will serve as the co-chair of the TAC. ACTION: Chris Masse committed to notify the LCB who
will serve as the TAC co-chair by the end of the month. Attendees will also notify LCB of any
changes to the TAC members’ list.

Liquor Initiatives Overview

Rick Garza provided an update on the privatization initiatives and potential impacts. Rion
Ramirez inquired as to how it might work if the initiatives pass. Pat McLaughlin responded that
the transition plan would depend on which initiative passes. Rion commented that the transition
would need to be as unburdensome as possible.

Bruce Didesch asked if information on the initiatives would be available in the voters’ pamphlet.
Rick reported that the information will be available in the pamphlet and is also available on the
OFM website. http://www.ofm.wa.gov/initiatives/

Alix Foster inquired whether the initiatives were likely to pass. Rick indicated that there was a
recent Elway poll that reported that the two initiatives currently showed support of under 50
percent.

Tribal Memorandum of Agreement (MOA)

Alan reported on the Memorandum of Agreement (MOA) template which outlines how the LCB
and the Tribes share an interest in how liquor is sold with the emphasis on public safety. It would
require submission of detailed operating plans to the LCB, as well as implementing safety
measures. The details for each tribe would of course be unique. One tribe has submitted a
request to date. Until we have funding to modify our current information technology systems,
the MOA would be handled manually.

Alan also reported that there t there are venues with multiple locations, i.e. sports entertainment
facilities. We license based on business types and currently do not license casinos.

Roundtable
There were no items for discussion.

Ruthann Kurose reminded the group that this is an opportunity for us to understand each other’s
interests.

Chris Masse commented that the members are pretty quiet as everyone is waiting to see how
November turns out. No one really knows what to ask about yet because they are waiting to see
the outcome.

Mona Moberg suggested that any further comments could be provided to Mona Moberg at
mim@1lig.wa.gov or Roni Pettit at mailto:rjp@lig.wa.gov
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The next TAC meeting will be scheduled in March 2011 at a location to be determined later.

Handouts:

Tribal Advisory Council Meeting Agenda

Tribal Advisory Council Charter (Draft)

Tribal Advisory Council Members List

Tribal Workgroup Recommendations — November 2009
Government to Government Consultation Board Policy #11-2009
Memorandum of Agreement (Sample)

Siting Liquor Stores Policy

Zip Code Letter from Chair Foster to Tribal Chairs

Timelines for Initiatives

CoNoR~LNE
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# Washington State
Liquor Control Board

TRIBAL ADVISORY COUNCIL CHARTER {DRAFT)

Mission Statement

in accordance with the 1989 Centennial Accord and New Millennium. Agreement the Liguor Control
Board (LCB) created a Tribal Advisory Council {TAC) to begin holdlng r‘egular meetings to continue
building a stronger relationship with the tribes. The TACisa partnershlp between federally recognized
tribes and the LCB to increase communication and provide a setting to dlscuss tribal- specn‘lc topics as
they relate to the LCB’s business and regulatory activities, :

Goals
The goals of the TAC are to:

n the LCR and tribal governments.
s alcohol regulatory policy, issues, and

» Maintain ongoing commumcatlon and partnersh!p et
» Provide a forum for tribal Ieadershlp and the LCB to dis
concerns. L '
* Provide an opportun
business activities.
s Educate the LCB ak

for the LCB ai’;_d fc_ribes to’s[ﬁarg information about their respective

ommunity and busmess act-'iQities by meeting at tribal locations.

Council Scope and Membershi

in fall 2010-, the LCB will convene TA etings twice dyear and as needed. The TAC will be jointly
chaired by an LCB Board Member an bal representative. Meetings will be held at the LCB, tribal
locations orva rotational basis, or other designated locations as agreed to by the TAC. Meetings will be
scheduled to last about three hours and will® ye-open to the public. The Director of the Governor’s
Office of Indian Affairs, or his/her des;ignee, will also serve as a member of the TAC.

Al tribes are invited to participate 'i-n;the TAC. In addition to the Board member, LCB core members will

consist of Agency Administrative Director, Deputy Director, Licensing and Regulation Director, Business
Enterprise Director, Enforcement Chief, and Tribal Liaison.

3/10/10 (mIm) rev. 8/14/10










Washington State
Liquor Control Board

Tribal Workgroup Recommendations — November 2009

The Liquor Control Board (LLCB) and representatives for 14 federally recognized Tribes have
met from April — November 2009 to discuss tribal issues related to liquor licensing and store
allocation. Their efforts resulted in the following recommendations.

1.

LCB should create a Government-to-Government Consultation Policy

This document will serve as the framework describing how the LCB and Tribes will
communicate with each other to collaborate on liquor-related issues in accordance with
the Centennial Accord and the New Millennium Agreement. :

OUTCOME: LCB Government-to-Government Consultation Board Policy

2. LCB should develop an alternative liquor licensing model to address the unique needs of

the Tribes

The current master business licensing process is cumbersome for tribes and does not
address federal law exemptions from most state licensing and registration requirements.
NOTE: An issue discussed that should be addressed as a long term solution is to revise
the Master Business License process and on-line form. :
OUTCOME: Licensing Memorandum of Agreement Template

The LCB should create a liquor store notification process

The current liquor store siting process did not include a step to notify Tribes of potential
new stores and thus allow them time to respond with any interest, or concerns, for a
tribat store. Part of the challenge has been the difficulty for the LCB to know where all
the tribal land is located.

OUTCOMES: A formal store siting policy has been drafted outlining how store
locations are selected based on market areas. A process has been incorporated
into the policy which includes sending a notification letter to Tribes in affected
areas.

LCB should work with Tribes and the Governor's Office of Indian Affairs to identify tribal
trust land and reservation land, current and any changes, to heip with store siting issues.

The LCB has access to state maps which indicate Tribal reservation boundaries but the
maps do not include other trust lands. The individual Tribes and Bureau of Indian Affairs
have the knowledge of trust land owned and can help verify locations to assist the LCB

with store siting and other similar communication, '





¢

OUTCOME: The LCB will work with the Governor's Office of Indian Affairs to find
current maps noting Indian trust land to help with notification of pending sfores.
OUTCOME: The LCB wilt maintain a record of Tribal Areas of Interest (identified
by zip code) where tribes have potential interest in future liquor store operations.

LCB should create a Tribal Advisory Council comprised of representatives from all
interested tribes to have scheduled meetings to promote good communication between
the LCB and Tribes

The LCB should work with all interested Tribes to create a charter for the Council and
determine participants, schedule of meetings, and general topics to be discussed.
OUTCOME: A Tribal Advisory Council created that meets quarterly.

LCB should add a Tribal member {o the current Business Advisory Council (BAC)

The LCB has a Business Advisory'Council that meets quarterly to discuss issues and
concerns affecting the agency's business and regulatory activities. The Council is
comprised of representatives from organizations that the LCB regulates.

OQOUTCOME: The Tribe will select a representative to serve on the BAC.

Defer the potential for tax revenue sharing between the Tribes and the state to a
discussion with the Governor's office

Currently, each Tribe that operates a liquor store is allocated an annuat tax exemption.
This exemption only applies to Tribes with liquor stores.

OUTCOME: A meeting should be scheduled with the Governor and her staff io
discuss this issue.

The intent of the work group was not to resolve individual Tribal issues and/or concerns.
Based on the policies and guidelines developed in the workgroup it is recommended the
LCB and interested Tribe(s) meet one-on-one to resolve any specific outstanding issues.
Also it is further recommended that discussions, relationship bullding, and education
continue at the quarterly tribal meetings.

OUTCOME: Increased communication and ongoing dialogue.






Guvernmeni-to-Gavernment Constltation Policy Washington State Liquor Control Board

o Washington State
%) Liquor Control Board

Government-to-Government Consultation Board Policy #11-2008

PURPOSE

The Centennial Accord and New Millennium Agreement establish a framework to support the
development of strong government-to-government relationships between state agencies and
federally recognized Indian Tribes. A key element of both the Centennial Accord and the New
Millennium Agreement is the parties’ commitmant to develop clear policies to snsure
cooperation and communication on issues of mutual concern and interost, The aptimal goal of
government-to-government consultation is to create a framework undar which individual Tribes
and Tribal entities and the Liquor Control Board (LCB) can actively engage in identifying,
consulting, and addressing issues of mutual concern.

The LCB is commilted to work cooperatively with Tribes and Tribal entities on licensing,
enforcement, and taxation issues in a manner that respects the sovereignty of each party.
Further, the LCB will make every effort {o allow any Tribe interested in owning and operating a
tribal liquor store to do o, and where appropriate to public safety, the LCB will make every
effart to allow an interested Tribe to operate multiple stores. For any Tribe not owning or
operating its own store, the LCB will make every effort to provide an alternative agreement to
allow the Tribe to supply its own tribal licensees and capture its {ribal member tax exemption.
The LGB will make every effort to negotiate in good faith a Tribal Vendor Agreement and/or
Tribal Alcohol Agreement with an interested Tribe, and to consult and resolve in good faith
taxation issues within the Board’s jurisdiction.

This policy is meant to encourage early and/or infarmal information sharing and other
communications on topics that facilitate intergovernmental refationships. |deally, regular ongoing
communications will simply evolve into more formal consuitation as necessary, shifting back to a
less formal styte once consultation on a particular action or topic is complete.

BACKGROUND

The Liquor Control Board (LCB) is an executive agency under the Governor which was formed
in 1933 by the Steele Act to regulate the importation, manufacture, distribution, and sale of
alcohol. The 21% Amendment to the U.S. Constitution, which repealed Prohibition, gave states
the right to ragulate alcohol as they saw fit. Many states, including Washington, adopted controi
systems creating a state monopoly on the sale of some, or all, alconolic beverages in an
attempt to ensure higher fevels of public safely and controlled disiribution. The LCB uses the
following control state principles when making decisions about licensing and allocating liquor
stores:

Limited number of stores

Limited store hours

Higher prices produce lower consumption

Enforcement and licensing are coordinated

Mo employ=e incentive to sell

Advertising is prohibited

« More revenue returnad {o stats
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Government-to-Governiment Consultation Policy Washington State Liquor Control Board

The Liquor Control Board's mission is to “contribute to the safety and financial stability of our
communities by ensuring the responsible sale, and preventing the misuse of, alcohol and
tobacco.” The LCB's programs include licensing; enforcement and sducation; product and retail

sales.

There are 29 federally recognized Indian Tribes within the State of Washington. Each Tribe has
inherent sovereign authority as a government and each has interests and responsibilities related
to preventing the misuse of alcohol in Indian Country, controiling the use and sales of these
products in Indian Country, coordinating regulatery oversight, and ensuring the safety of its tribal
citizens and others in Indian Country. Each Tribe has its sovereign authority to adopt tribal [aws
and regulations to regulate the use and sale of aicohol on tribal lands.

In 2009, the LCB and representatives for 14 Tribes held several meetings to discuss tribal
issues such as licensing; liquor store siting and allocation; and cost maodels for state, contract,
and tribal liquor stores. The meetings were used to identify core tribal concerns and build a
foundation for how the LCB would collaborate with the Tribes on future issues. This
government-to-government consultation policy Is a result of the meetings and sets the
framework for how the LCB will consult with the Tribes on liquor and licensing related issues.

COMMITMENT TO CENTENNIAL ACCORD PRINCIPLES

The LCB is fully committed to the principals of consultation and cooperation memorialized in the
1989 State/Tribal Centennial Accord. The sovereign status of Tribes and the complex nature of
jurisdictional issues regarding indian Country require a sound working relationship between
Tribes and the State. The LCB acknowledges that implementation of the Centennial Accord is
an on going process and pledges to work on a day-to-day basis to foster our government-to-

government relationship with individual Tribes.

In order to continue the dialogue created through the Centennial Accord and the New
Millennium Agreement on issues of mutual concern related to the sale and regulation of alcohal
in Washington, the LCB will work with Tribes to establish a calendar of regular consuliation
meetings in order to establish opportunities to meet and consult on issues of mutual concern

affacting the use and sales of alcohol.
DEFINITIONS

Collaboration: To work fogether, in an intellectual effort.

Consultation: An enhanced form of comimunication which emphasizes trust, respect, and
shared responsibility. It is an open and free exchange of information and opinicn among parties, .
which leads to mutual understanding and comprehension. Consultation is integral to a
deliberative process which results in effective collaboration and informed decision-making.

Government-to-Government Relationship: The relationship that exists between federally
recognized tribes and the state govermment. Implicit in the refationship is a recognition of tribal
sovereignty as individual nations within the United States and the United States government's

obligation to protect tribal lands.
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Govepnumeni-to-Govermment Cansultation Policy Washington State Liquor Conrrol Board

License Issuance or Renewal: The process by which the LCB issues, renews, or denies a
liquor license. The process includes “notice to local authorities including tribal governments,”
prompling themn to comment on, or object to, the issuance or renewal of a fiquor license.

Indian Country: As defined by federal law, Indian Country includes all fand within the limits of
any Indian reservation or trust lands under the jurisdiction of the U.S. government,
notwithstanding the issuance of any patent, and including rights-of-way running through the
reservation. In addition, Indian Country also includes all dependent Indian communities as well
as all Indian allotments to which Indian titles have not been extinguished and lands held in trust
for the benefit of a Tribe by the United States.

Tribal Alcohol Agreement: A signed government-to-government agreament entered into by a
Tribe and the LCB that provides tax exemptions based on tribal membership for the purchase
and sale of spirituous liquor in accordance with tribal, state and federal laws.

Tribal Vendor Agreement: A signed government-to-government agreement entered into by a
Tribe and the LCB to provide for off-premise retail purchase and sale of spirituous liquor on
tribal lands in accordance with tribal, state, and federai laws.

Sovereignty: The historical and lzgal status, dominion, rule or power of a sovereign. Tribes
have the power to make and enforce laws for their Tribe and within their jurisdiction and o
establish courts and other forums for resolution of disputes.

CONSULTATION

The LCB is committed to consulting with Trihes on licensing, enforcement, and taxation policy
issues within the jurisdiction of the Board that affect our respective governments. The agency's
goal is to provide early nolification regarding issues pertaining to licensing or store siting and an
open invitation for consultation on all decisions that may affect tribal rights and interests.
Consultation with Tribal governments will occur independent of any public participation process
but representatives of Tribal governments and ribal mambers have equal access to the
agency's public participation process.

The LCB will work with Tribes to establish regular meetings held preferably on a guarterly basis
to discuss issues and concerns about the alcohal reguiation and policy within Washington. The
agenda for the meeting will be sat by agreement betwaen the LCB and interested Tribes. L.CB
staff will faciiitate the setting of agendas.

TRIBAL VENDOR AGREEMENTS

A Tribal Vendor Agreement (TVA) is the mechanism utilized for the retail sale of spirituous liquor
on Tribal lands for off-premises consumption. A TVA is a negotiated agresment between a Tribe
with the LCB staff that is particular to conditions and circumstancas of the Tribe, its members,
lands, and community. ' .

The LCB will negotiate in good faith towards a TVA when a Tribe contacis the LCB's Business
Enterprise Division. The scope of a TVA may include all topics relevant to the purchasing and
retail sales of spirituous liguor for off-premises consumption. The TVA may also include tax
sharing provisions as agreed by the parties,

prvi=rr e —
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TRIBAL ALCOHOL AGREEMENTS

A Tribal Alcohol Agreement {TAA) is the mechanism utilized for retail sate of spirituous liguor on
tribal lands by the Tribe to a tribal licenses and to provide a Tribe without a liquor store to
capture the tribal member tax exemption. A TAA is a negotiated agreement between a Tribe
with the LCB that is particular to conditions and circumstances of the Tribe, its members, lands,

and community,

The LCB will negotiate in a good faith towards a TAA when a Tribe contacts the L.CB's Business
Enterprise Division.

LICENSING OF TRIBAL ON/OFF-PREMISES SALES IN INDIAN COUNTRY

The LCB will negotiate with interested Tribes for a memorandum of agreement that will be
utiized for reguiating the sale and service of alcohal in Indian Couniry.

DISPUTE RESOLUTION PROCESS
The LCB and its staff shafl immediately bring Tribal disputes to the attention of the

Administralive Director. Specific issues are routinely routed to the Tribal Liaison for mediation,
coordination, and facilitation as necessary. The LCB is commitied to resolving disputes in a

manner that is respectful of the sovereign autherity of Tribes.

_ APPROVAL , )
W%?W %’Fjj f‘/éj/l’ ]<-: {, é{,_,

-“Sharon Foster, LCB Chairman of Board Pat Kohler, LCB Administrative Diractor

Ruthann Kurose, LCB Beoard ilember

. .
¥

Dacember 16, 2009






(Sample)
MENMORANDUM QF AGREEMENT
Between
TRIBE
And
THE WASHINGTON STATE LIQUOR CONTROL BOARD
CONCERNING AUTHORIZATION OF LIQUOR SALES

. Parties

The Parties to this Memorandum of Agreement (“MOA"} are Tribe {the “Tribe"), and the
Washington State Liquor Control Board (the “Board”} {collectively “the Parties”).

The Tribe is a federally recognized Indian Tribe possessed of the full sovereign powers of a
government. The Tribe and its wholly-owned enterprises operate on the Tribe’s reservation or trust lands
(hereafter “Indian country”}.

The Washington State Liquor Control Board is an executive department of Washington State government
operating under the authority of the Governor, with statutory authority with respect to liquor licensure and
operations under Title 66 RCW.

il. Purpose

The introduction, possession and sale of liquor on Indian Reservations have, since treaty time, been clearly
recognized as matters of special concern to Indian tribes and to the United States federal government. The
ject to their legislative enacitments.
Federal law currently prohibits the introduction of liguor into
Indlan country, leaving trlbes the decision regarding when and to what extent liguor transactions shalt be
permitted. The Tribal Council has determined that present day circumstances make a complete ban of liquor
within Indian country ineffective and unrealistic. At the same time, the need still exists for strict reguiation
and control over liquor distribution.

The Parties share a strong interest in ensuring that fiquor sales in Indian country are well-regulated to
protect public safety and community interests.

The Parties have entered into this MOA in order to strengthen their ability to meet these mutual interests.

The Parties acknowledge that pursuant to federal law, 18 U.S.C. §1161, the federal prohibition on sale of
liguor in Indian country shall not apply to any act or transaction within any area of Indian country provided
such act or transaction is in conformity both with the faws of the State in which such act or transaction
occurs and with an ordinance duly adopted by the tribe having jurisdiction over such area of Indian country,
certified by the Secretary of the Interior, and published in the Federal Register.

The Parties further acknowledge that the Tribe has adopted a liquor ordinance which was certified by the
Secretary of Interior and published in the Federal Register on

The Parties further acknawledge that within the framewaork of federal Indian law, tribal law and state law,
there are uncertainties and unsettled issues regarding jurisdiction, licensing, enforcement and other matters
essential to the proper regulation of liquor sales in Indian country.
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The Parties therefore agree that it is in the best interests of the Tribe and the Board, on behalf of the State
of Washington, that they enter into an agreement to provide certainty and cooperation in this area of
mutual concern.

This MOA is intended to provide a general framework for government-to-government cocperation and
coordination regarding the sale of fiquor by the Tribe' and its wholly-owned enterprises in Indian country.
This MOA is not intended to address the siting or operation of a liquor store, and does not supersede or
affect the validity or interpretation of any agreement between the Parties regarding the siting or operation
of a liquor store [in¢lude specific reference to'any agreement presentlyin place).

Iii. Terms of Agreement

. A, Lliquor Licensing. The Parties agree that the state’s licensing process does not sufficiently address
unique jurisdictional and other matters that arise in Indian country under federal and tribal faw and that
the Parties have a longstanding disagreement with respect to the application of state faw to Tribal liquor
sales. Therefore, the Parties agree that in lieu of maintaining and/or obtaining one or more state
licenses for the sale of liquor in Indian country, the Tribe and its wholly-owned enterprises shall
hereafter make liquor sales in Indian country pursuant to the terms of this MOA.

B. Llocations of sales.
1. Current locations. The Tribe and its wholly-owned enterprises currently make liquor sales in
Indian country at the following location{s) under the state license{s) specified below:
a. [E
b,
C.

The Parties agree that these liquor sales, as well as other liquor sales that the Tribe and its wholly-
owned enterprises may add or modify at these or other locations in the future, shall hereaftar be
governed by the terms of this MOA in lieu of otherwise applicable state law.

2. New or expansion of current locations.

The Tribe and its wholly-owned enterprises may amend or expand the locations where liquor is
sald and/or served as listed in Section HI{B}(1) in accordance with the terms set forth in this
MOA. The Tribe and its wholly-owned enterprises shall notify the Board in writing of any
substantiaf change to their Operating Plan or fiquor facilities. Examples of a substantial change
shall include the addition of a new location for sale or service of alcohal and/or the addition of
privileges at an existing location. Said notification shall be provided at least 90 days prior to the
effective date of said change. The information to be provided will include:

a. the identity of the entity which is operating the facility;

b. location of the premises;

¢. certification that the premises is located in Indian Country;

! The Board and the Tribe may wish to address issues related to sales by tribal members in Indian country and/or sales
by non-members on tribal or tribal-member trust fands, including for example, communication protocols under which
Tribal licensing requirements and licensees are identified to the Board and mutually agreeable enforcement protocols
are established. The Board and the Tribe agree that such issues may be addressad in a separate document without
amendment of this Agreement.
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d. certification to the Board by the Tribe that the Tribe has adequately addressed the issues
necessary to prevent the misuse of alcohol and prevent minor access to alcohol at the
locations pursuant to Section {I{CH2):1N{C)3) below; and

e. an update to the Tribe’s Operating Plan referenced in Section I{C}{2) below.

3. Without resolving jurisdictional questions that may arise, the Board and the Tribe agree thatitis

in the best interests of both Parties that notice be provided to neighbouring jurisdictions prior to
the opening of a new location where tiquor sales will be made. When the Tribe or its wholly-
owned enterprise proposes to open an additional location and/or add additional privileges
related to the sale of liquor in Indian country, the Board will provide written notice to the city, or
if outside city limits, the county in which the sales will occur. The Board and the Tribe agree that
the primary purpose of the notice is to facilitate an exchange of information that may be helpful
to all parties concerned in addressing unanticipated impacts with the understanding that such
notice related to Indian lands is primarily a matter of intergovernmental courtesy. Similarly, when
any other licensee or applicant proposes to open a new location or obtain a new license within
s- of Indian country, the Board agrees to provide written notice to the Tribe. The
Board and the Tribe will agree to the geographic limits of this notification area as part of this
MOA.

C. Tribal Authority and Jurisdiction
1. Conditions.

Without determining the scope of the legal authority of either party to regulate the sale of liquor
by the Tribe in Indian country, the Parties agree that it is in the mutual interest of the Tribe and
the Board that the Tribe and its wholly-owned enterprises be authorized to sell liquor under the
terms of this MOA, Therefore, when the following conditions are met, the Board agrees that for
the purposes of Title 66 RCW, and related provisions of state [aw, the Tribe and its wholly-owned
enterprises will be treated as holding the necessary authority to make liquor sales.

. Liguor Sales Authority.

The Board agrees the Tribe or its wholly owned Tribal enterprise is authorized to self and/or
serve liguor in Indian country provided it has submitted an approved application for such
authority which will include an Operating Plan containing the following elements:

a. the locatiaon, nature, and times of liquor sales;

h. the training of staff invalved in liquor sales. It is required that persons responsible for serving
alcohol for en-premise consumption possess a Mandatory Alcohal Server Training (MAST)
permit; ,

¢. consideration af proximity of alcohol sales to a schaol, church, playground or public building;

d. confirmation that the land on which alcohol sales is to occur is either reservation or trust land
held by the Tribe;

. any lease, purchase, partnership or franchise agreement with a non-tribal entity which
directly relates to the location where alcohol is sold or served;

f. a copy of the Tribe’s ordinance permitting the sale of liquor in Indian Country;

a regulatory enforcement and compliance plan; and
. other information as deemed necessary by agreement between the Board and the Tribe.

=

® Five miles isa ™

placeholder” figure. The region in which intergovernmental notification occurs will be negotiated

individually with each Tribe.

March 3, 2010





3.

5.

On-Premise Consumption,
In addition, for locations providing liquor service by the drink for on premises consumption, the

' Tribe shall include in its Operating Plan the following factors, as applicable to each particular

location:

a. the location, nature, and times of alcohol and food service;

b. a description of how the Tribe will prevent the sale of alcohol to persons under the age of 21
years of age and those who appear to be intoxicated;

c. asecurity plan including the planned ratio of staff to customers and training of service and
security staff. Those serving alcohol must at minimum pessess avalid Mandatory Alcohol
Server Training permit;

d. the nature of any special events or entertainment events hosted on the premises including
security and alcohol service plans for these events; and

e. any other special conditions considered necessary to protect public safety based on the type
of events to be held at Tribal facilities,

. Consultation and Agreement an the Operating Plan.

In consultation with the Tribe, the Board will then determine if the Tribe has met the public safety
requirements of Title 66, RCW and Title 314, WAC together with the provisions of this MOA. The
Board acknowledges that no one license type under Title 66 RCW is applicable to the Tribe’s
operations and that one purpose of this Agreement is to allow flexibility with respect to Tribal
operations. The Tribe and the Board agree that consultation with respect to the Operating Plan
will occur in good faith and the Board's approval will not be unreasonably withheld. The Board
will be make every effort to accommodate Tribal interests as reflected in the Tribe’s proposed
Operating Plan and any disapproval will include a clear explanation of the decision, its necessity in
order to pravent misuse of alcohol and service to miners, and proposed alternatives. Where
applicable, the following will be determined and provided in the Tribe’s Operating plan:

a. areas that should be off fimits to minors at all or certain times: )

b. areas where no liquar will be served, or only beer and wine will be served; and

c. any other restrictions on service the Board and Tribe deem necessary.

The Tribe and its wholly-owned enterprises will review its Operating Plan on an annual basis. They
witl notify the Board prior to any substantial change to operations on Tribal premises.

Annual Payment to the Board.

The Tribe agrees to pay the Board SX)(X annually in lieu of any license fees. (The amount of the
annual fee will be negotiated with individual Tribes)

D. Enforcement. The Parties shall handle enforcement issues in the following manner:

1

Enforcement activities, [Enforcemerit pratocols and of MOA/MOU to bé negotlated by each
Tribe w:th the Board]

. Separate Locations. {Statement about wclatlons ln ane “location” rit counting against the Tribal

Authorlty iy general I

. Information sharing,

Training and Technical Assistance. The Board shall provide training and technical assistance, at
the Tribe’s request, for the prevention of violations of alcohol laws.

. Recognition of public safety related violations that are of critical impaortance. Examples of these

violations include:
a. sale or service to a minor;
b. minor frequenting an age restricted area;

¢. sale or service to an apparently intoxicated person;
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d. disorderly conduct by an employee or permitting such conduct on the premises; and
e. criminal conduct by an employee or permitting same on the premises.

Conditions and Limitations, The Board and the Tribe agree to the following conditions and limitations:

The Tribe agrees sales of liquor by the Tribe and its wholly-owned enterprises will conform to Title 66
RCW to the extent required by 18 U.5.C. §1161. The Parties agree that RCW 66.24.010(2} which provides
for criminal background checks of appltcants is |napp[|cable to the Tribe and it wh Il ;
enterprises. {Any other exem ' t ba negotiated in :

the Board}

Dispute Resolution. [fg ]
1. Notice requirements and contacts for each party.
2. Dispute resolution processes {may include informal and/or formal steps. may differentiate
between matters of interpretation and substantive violations).
. Timelines.
. Reqmrement of good falth partmpatmn in d|spute resolution processes

-

Sovereign Immunity. The Board agrees that the signing of this MOA by the Tribe does not imply a waiver
of sovereign immunity by the Tribe, or its wholly-owned enterprises, and is not intended by the Tribe as
a waiver of sovereign immunity and that any action by the Board in regard to liquor sales by the Tribe
shall be in accord with this MOA.

No Limitation. The Parties agree that the signing of this MOA and the resultant benefits and obiigations
shall not be construed as limiting any otherwise lawful activity of the Tribe or its wholly-owned
enterprises nor subject the Tribe, or its wholly-owned enterprises, to any state jurisdiction not agreed to
in this MOA.

Updated information. The Tribe and its wholly-owned enterprises will review its Operating Plan on an
annual basis and notify the Board of any changes in the plan or its procedures. This review is additional

to the notification of changes in the service of alcohol reference in Section 11H{B)(2).

V. Communication and Notice.

Designated Contacts. The Parties agree to maintain regular and open communication regarding the
administration and implementation of this MOA. The Parties agree that the following individuals will be
designated primary contacts regarding administration of this MOA:

For the Liquor Control Board: (ECB Tribal tiaison)

For the Tribe: [State Tribal Lizison]

The Parties agree that if either party believes that the goals and objectives of this MOA are not being
met, that they should meet promptly to discuss any issues and concerns.
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B. Notice. Any notice that may be, or Is required to be, sent under this MOA shall be sent as follows:

If to the Liquor Control Board: {LCB Tribal Liaisorn)

If to the Tribe: [State Tribal Lidison]

With a copy to: [Tribe’s whally-owned entérprises]

V.

Effect, Duration, and Amendment

A, While the parties intend to reach a perpetual agreement related to licensing of tribal liguor sales, this
Agreement shall remain in effect for an initial period of five (5) years unless the parties mutually agree in
writing that the agreement should be vacated or terminated and superseded by a new Agreement
between the parties within that time frame. Shouid the parties fail to negotiate a perpetual agreement
during initial term of this Agreement, the Agreement shall automatically renew for an additional two
year period unless either party provides written notice to the other, no later than 120 days before the
expiration of the two year period, that they wish to modify the terms of the agreement.

B. Amendment. No amendment or alteration of this MOA shall arise by implication or course of conduct.
This MOA may be altered only by a subsequent written document, approved by the Parties, expressly
stating the Parties’ intention to amend this agreement.

dayof __ - , 20

This Agreement is hereby made this

[NA& 2 _é], Board Chair
Washington State Liquor Control Board

{Name], Board Member
Washington State Liquor Control Board

(Name], Board Member
Washington State Liquor Control Board

[Name], Agency Administrative Director
Washington State Liguor Control Board
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AGENCY POLICY #680
Siting Liquor Stores

Policy #: 680 - Effective Date: 12/16/09
Category: Retail Services See Also: Retail Division Policy #1001 —
Purpose: Sets forth expectations and the Store Leasing and Development

process which determines the

; i Retail Division Procedute #1001A
locations for liguor stores.

— Leasing Renewal

Applies to: Business Enterprise ' : Retail Division Procedure #1001B
— Opening New Retail Store &

Director’s Office Relocating Existing State Stores

POLICY STATEMENT

Washington State Liquor Control Board (WSLCB) strives to responsibly serve demand by
maintaining reasonable customer travel efforts and ensuring liquor stores are operating at
desired capacity levels.

When establishing a liquor store location, the WSLCB exercises exceptional use of the State’s
resources including money, personnel, and inventory. This is not to say that financial return
is a justification by itself for making a store siting decision.

This document defines policy and describes roles associated with locating both existing and
new liquor stores.

1. The Business Enterprise oversees retail operations for the sale of liquor as a
primary component of a controlled distribution strategy.

The WSCLB's role as a retailer is focused on public safety in the prevention of both youth
access to alcohol and over-service. Through limited locations, limited hours, and
responsible merchandising, a wide variety of alcohol is made available only to people of
legal drinking age.

2. The State’s adult population of 21 years and older is provided with reasonable
access to liquor stores.

Several factors of influence are considered when determining the need for a liquor store in
a particular area including:

» Demographics of the surrounding market area.

» Anticipated impacts on surrounding liguor stores.

» Capacity of existing liquor stores in the market area.
» Customer travel effort within the market area.

» Available resources to serve the market area.
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3. A variety of Liquor store types are used to serve the different market areas
across the State. :

There are four basic liquor store types in terms of operational responsibility; State,
Contract, Military, and Tribal. Whereas the State liguor stores are staffed with State
employees, the others are operated independently under contract. All are intended to
responsibly serve their surrounding population of 21 years and older.

4. External comments are evaluated before a liquor store location or type has
been determined.

Before a liquor store [ocation or type has been determined, the Retail Director will provide
written notification to local governments in the area surrounding prospective locations of
liquor stores, as well as tribal governments and the Contract Managers Association
Committee (CMAC). These entities will be glven twenty (20) calendar days to express
their concerns or interest in writing.

Prospectlve Tribal Areas of Interest will be determined by using a list of areas (by zip
code) provided by the tribes to the LCB.

The WSCLB will work in good faith to adequately address ahy concerns or interest raised.
5. Caution is used when determining the exact location of a liquor store.

To aid in the prevention of illegal or irresponsible use of alcohol as well as to demonstrate
respect for certain institutions and laws, liquor stores may be restricted from locating in
specific areas. Therefore, liquor store location decisions will take into consideration their
proximity to places including, but not limited to:

= Schools

= Places of worship

» Alcohol impact areas

» Tribail cultural, religious, and spiritual sites

Agency Administrative Director

= Serve as final approving authority for all State store leases and Contract store manager
assignments.

= Recommend Tribal agreements presented to the Board for approval.

Director of Business Enterprise

= Establish palicy direction for store siting and contract liquor store assignments.

= Provide oversight of tribal agreements.

= Review expressed concerns or interests raised by external stakeholders and facilitate
appropriate action as necessary.
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Policy #680 ' Washington State Liquor Control Board

Director of Retail

= Seek external comments and/or recommendations from local and tribal governments as
well as Contract Managers Advisory Committee (CMAC) relative to the market area
affected by the store location/type decision to be made.

» Review expressed concerns or interests and facilitate appropriate action and escalate to
the Director of Business Enterprise as necessary.

District Managers

= Monitor capacity of liquor stores within assigned district.

» Make recommendations to the Director of Retail regarding prospective new store types
and locations.

Leasing Manager

= Monitor demographics of statewide market areas to identify and recommend store
locations and types to the Director of Retail.

» Maintain Tribal Areas of Interest list (by zip code).

= Identify affected locat and tribal governments as well as contract liquor stores in the
affected market area for the store location/type decision to be made.

DEFINITIONS

Alcohol Impact Area: A geographic region that has been identified by local governing
bodies along with the WSLCB where specific alcoho! products are banned from sale in an
effort to reduce alcohol abuse.

Contract Liquor Store: A WSLCB recognized location operated by a private citizen who is
authorized by contract to sell liquor by the bottle.

Tribal Areas of Interest: A record maintained by the LCB to keep track of tribal areas, by
zip code, that have been identified by Tribes as areas of interest for potential liquor store
operations.

Military Liquor Store: A WSLCB recognized location operated by the military that is
authorized by contract to sell liquor by the bottle.

State Liquor Store: A WSLCB recognized location staffed with state employees who are
authorized to sell liquor by the bottle.

Tribal Liquor Store: A WSLCB recognized location operated by a federally recognized Tribe
who is authorized by contract to sell liquor by the bottle.
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RELEVANT LAWS AND OTHER RESOURCES
The following references are not inclusive of all laws, rules, and federal regulations but serve
as a broad reference to the Board’s authority:

RCW 66.08.050: Liqueor Control Board — Power of board in general

RCW 66.08.060: Board cannot advertise liquor, exception — Advertising regulations RCW
66.24.010 (9): Board gives license applications due consideration to the
location of the business with respect to proximity to churches, schools, and
public institutions.

WAC 314-37-010: Liguor sales in Indian country — Appointment of tribal liquor vendors —
Qualifications

LCB Store Location Notification Guidelines (attached)

REVISION HISTORY
Agency policy created in December 2009,

CONTACT .
For additional information about this policy, contact the Director of Business Enterprise.

APPROVING AUTHORITY

Pat Kohler, Administrative Director Date
Liguor Control Board -
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Washington State ,
Liquor Control Board

January 4, 2010

Name of Tribal Chair
Mame of Tribe
Addrass

City, State, Zip

Dear Name of Tribal Chair:

In Aptil 2009, the Washington State Liquer Control Board (LCB} exfended invitations to tribal
leaders to participate in two work groups, in which 14 tribes participated, that were aimed at
understanding and addressing concerns and lssues regarding the LCB’s licensing and business
enterprise policies. :

One of the workgroups focused on'the policies and procedures surrounding the selection of
contract, state and tribal liquer store lecations. Workgroup members included a cross saction of
tribal stakeholders and agency staff. We've developed a new process which includes a step to
notify Tribes of polential new stores and allow time to respond with any interest or concerns in that
location. Part of our challenge has been the difficulty for the LCB to know where all tribal land is
located. We have worked with the Offica of indian Affairs to acquire current maps which identify
reservation and trust lands. A recommendation of the work group meeting was to also have the
LCB request from all tribes on a voluntary basis any areas of interest identified by zip code where
tribes have a potential interest or concem in future liquor store location. The LCB will compile
responses from all tribes and refer to this record in providing notification of fufure liquor store
locations. -

We have also atfached for your information copies of the agency's government to government
consultatiornt policy, the LCB store siting policy and notification guidelings, These policies and
guidelines are an oufcome of the tribal workgroup efforts.

If you are interestad in providing us with areas of interest by zip code sowe c¢an include you in
future notification, please e-mail your information to our Leasing Manager, Suzanne Lewis at
smi@llg.wa.gov by February 8, 2010, if you have any questions ragarding this malier please
contact Pat McLaughlin, Director of Business Enterprise, at your convenlence. He can be reached
at 360-664-1689 or by e-mail at pdm@liq.wa.gov.

Sharon Foster
Chairman

ce: Cralg Bill, Governor's Office of Indian Affairs
Ruthann Kurose, Baard Member
Pat Kohler, Administrative Director
Rick Garza, Deputy Administrative Diractor
Pat McLaughlin, Director of Business Enterprise
Suzanne Lewis, Leasing Manager

Altachments: Government to Government Cansultation Policy
Store Siting Policy and Nofification Process











Timeline for Initiative 1100:

December 4, 2010 — Initiative in effect

Repeals all tied-house laws (uniform pricing, prohibition on guantity discounts, credit,
retail-to-retail sales, central warehousing, financial interest/ownership, and money or
money's worth.

December 4, 2010 through January 1, 2011 — LCB creates licenses and rules

January 1, 2011 -

The LCB must notify contract store operators that they can convert to the new Spirits
Retailer license (effective for contract store conversions on March 1, 2011)

A new General Liquor Distributor license is offered {any current beer/wine distributor can
convert. This licensee can begin distributing to retail liquor licensees who sell spirits for
on-premises consumption.

A new Spirits Distributor license is available.

A new Spirits Importers license is available.

A new Spirits Certificate of Approval (COA) license is available.

A new Autharized Representative (COA) spirits license is available.

March 1, 2011 — Contract stores can apply to convert to new General Liquor Retailer license
(without paying a fee).

March 2, 2011 — LCB implementation plan must be developed.

June 1, 2011 -

A new General Liquor Retailer's license is available.

Contract stores can convert to this license.

Beer/Wine off-premises retailer licensees (Grocery Stores and Beer/Wine Specialty
Shops) can convert to this license.,

General Liquor Distributors and Spirits Distributors can sell to new General Liquor
Retailers.

December 1, 2011 — LCB plan impiemented.

December 31, 2011 —

Markup is repealed.

Fifteen percent discount is repealed.

All state and contract liguor stores must be closed.
All spirits must be returned or auctioned,
Distribution center closed.






Timeline for initiative 1105;

December 4, 2010 - Initiative in effect.

Prohibits a spirits manufacturer or distiller from having any direct or indirect interest in a
spirits retailer, spirits distributor, or spirits importer.

Uniform pricing includes spirits.

Quantity discounts are aflowed for spirits only.

Creates a Spirits Retailer license.

Creates a Spirits Distributor license.

Decemberd4, 2010 through June 30, 2011 - LCB creates licenses and rules.

January 1, 2011 ~ The LCB must submit a report to the legislature to include the following:

A recommended rate of taxation to be calculated at a per liter basis to be paid by spirits
distributors on all spirits sold to spirits distributors within the state:

A recommended rate of taxation, along with other spirits-related revenue sources, would
project to generate at least the same annual revenue for the state and local jurisdictions
as under the current control system, as well as at least $100 million in projected revenue
net of expenses of operating the business over the entire course of the 5-year period
beginning November 1, 2011.

July 1, 2011 -

L.CB must make Spirits Distributor licenses available to all applicants (Distributors) who
have an appointment by or are agents of a spirits manufacturer, spirits distiller, or spirits
supplier to distribute products in the state of WA so they can begin sales on or after
October 1, 2011,

LCB must notify all qualifying applicants (Grocery Store and beer/Wine Specialty Shop)
of the new Spirits Retailer license so they may begin sales on or after November 1,
2011,

October 1, 2011 - Spirits distributors may begin selling spirits to any person holding a license
to sell spirits under RCW 66.24.

November 1, 2011 — Spirits retailers may begin selling spirits for off-premises consumption.

April 1, 2012 -

LCB must cease all operations of state liquor stores.

Make a good faith effort to sell all inventory and assets of liquor stores and distribution
center.

If necessary, submit a report to the legislature on further necessary legislation which
may include provisions for the retaining of any state worker displaced by the privatization
of spirits retail and distribution.

Write a rule to govern the sale of spirits to tribes on terms consistent with and no less
favorable than those reflected in current rule.

Mark-up is repealed.

Liquor taxes are repealed.







. Washington State

J. Liquor Control Board

Tribal Advisory Council

Pat D. McLaughlin

Director of Business Enterprise
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<& Liquor Control Board

Tribal Workgroup Outcomes

 Government to Government Consultation Policy
language regarding Tribal liquor stores.

— “The LCB will make every effort to negotiate in good faith a
Tribal Vendor Agreement and/or Tribal Alcohol Agreement
with an interested Tribe...”

* Tribal Alcohol Agreement

— A new mechanism for providing tax exemptions based on
tribal membership and per capital consumption rates.

e Store Siting Policy

— Updated policy statements to better reflect our public
safety, service, and partner relationships.

* Information Sharing
— Working together on interests and concerns
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Controlled Distribution Model

 Limited Stores

— 6 stores per 100,000 people

— Over half (54%) of the adult population lives less than
5 minutes from a liquor store. 88% live within 15
minutes of a liquor store.

* Limited Hours
— Typically: Monday - Saturday 10:00 a.m. — 8:00 p.m.
— 58 State stores with Sunday Sales

* No Incentive to Sell
— 95% alcohol sale compliance rate





Z@>  Washington State

Y. Liquor Control Board

Siting Liquor Stores: Policy #680

The Business Enterprise oversees retail operations for
the sale of liquor as a primary component of a
controlled distribution strategy.

The State’s adult population of 21 years and older is
provided with reasonable access to liquor stores.

A variety of liquor store types are used to serve the
different market areas across the State.

External comments are evaluated before a liquor store
location or type has been determined.

Caution is used when determining the exact location of
a liquor store.





Washington State

Liquor Control Board Store Location/Type Strategy
FACTORS OF INFLUENCE
: Customer Travel :
Store Capacity Market Area Location Appeal
Effort

e Footprint e Drive Time e Population e Retail Anchors
e Customer * Transit Density e Traffic Count

Count Options e Demographics e Proximity to
e Parking e Growth Schools,
e Lobby Space Potential Churches, and
e Storage Space e Historical Data other Liquor

stores.

Strive to responsibly serve demand by maintaining reasonable customer
travel efforts and ensuring outlets are operating at desired capacity levels.

eFinancial Impact of eEconomic Development e Customer Traffic *Employee Welfare eProduct Pricing

Other Stores eSovereign Nation Status eShelf Schematic Job Creation/Security eProduct Selection
*Equal Opportunity eAlcohol Impact Areas *Process Fairness and e Access/Convenience
*Supplemental Business eCultural, Religious, and Transparency *Prevention of Youth and

Income Spiritual Sites Intoxicant Access





Washington State
Liquor Control Board

Define market area that
location is intended to
serve

stores within market area?

Governments or liquor

Provide written
notification to
governments and liquor
stores within market
area.

Concerns or interest
expressed

Work in good faith to
adequately address

concerns or interest.

Proceed with store
location process.
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Zip Code Database

* |nvitation sent to all Tribes for collection of zip
codes of interest. (January 2010)

e |dentified areas of interest are considered in
addition to known tribal boundaries.

* Three Tribes have expressed interest in a total
of 45 zip codes across the State.

* Two notifications have been issued to tribes
based on expressed zip codes of interest.





Washington State

Liquor Control Board

Store Location Update

* Current Stores in Operation
— State: 165 - Tribal 11
— Contract: 160 - Military 27

Pending New/Relocated LCB Stores
B -

Tacoma - Central Area New (01/11)  Puyallup — Fredrickson Area New (10/10)
Bellevue - Downtown Area Relocate (11/10) DuPont—Downtown Area New (12/10)
Seattle - West Seattle Area Relocate (04/11) TBD New (04/11)
Bellevue - Area TBD Relocate (07/11) TBD New (04/11)

TBD New (04/11)
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Contractual Framework

* Liquor is sold to tribes on a cost plus basis

* Weekly order/shipment cycle

* Tribal tax exemption based on tribal population
of 21 years and older and per capita consumption
rates in Washington State

* Tribal tax refund for any sales made to licensees
to account for tax rate differential.

* Uniform retail pricing with a small allowance for
Tribal differentiation up to 10% on a few items





Washington State
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Q&A

Thank You!
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Initiative 1100:
Summary & Impact

Rick Garza Deputy Administrative Director
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Impact:

— Terminates State Distribution and Retail of Spirits by
December 2011

Initiative 1100 directs the Liquor Control Board (LCB) to
implement plan to terminate the system of state liquor stores
and liquor distribution and dispose of assets.

e LCB policy, enforcement and licensing functions remain
(unfunded)

e Creates general licenses for retail and distribution
e Over 930 state employee jobs eliminated
e Over 155 small businesses(contract liquor stores) impacted
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Liquor Control Board

Impact: Deregulation of Alcohol

— Repeals pricing restrictions on alcohol beverage
industry
Initiative 1100 deregulates alcohol and treats it like any other

product. It repeals traditional three-tier system, tied-house
restrictions and price controls on spirits, beer and wine.

Initiative 1100 allows pricing practices that are currently
prohibited such as:

» Uniform pricing » Retail-to-retail sales
» Quantity discounts » No restrictions on financial
»Purchases on credit ownership or interest

» Central warehousing by retailers » No restrictions on distribution
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<7 Liquor Control Board

FY 2010 Taxes (Retail & Liter)
*$211,277,814 million General Fund State
523,490,679 million Cities & Counties
*$234,768,493

FY 2010 Markup Allocation Projection
*$127.9 million - Total LCB Operating Expenses

*($105.2 million total Business Enterprise costs)

*S75 million General Fund
*S47 million Cities and Counties
*$250,770,536 million, estimated markup generated in FY 2010

FY 2010 State Taxes & Markup from Liquor Sales
(includes taxes & markup)

*$365,930,618 million, total return to state and local government from
liquor sales
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Impact: Decrease In Revenue to State
& Local Government
— Eliminates Markup - Maintains Taxes

Initiative 1100 repeals the state markup.

 $75 potential annual loss to General Fund

* S47 potential annual loss to cities, counties and border
areas

* 523 potential General Fund allocation to pay LCB expenses
now paid for by the markup

S145 million potential revenue lost to state, counties, cities
and border areas**
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Office of Financial Management (OFM)

— Fiscal Impacts of Initiative 1100 — Loss of Mark-Up

e State Revenue decrease an estimated
S76-S85 million
e Local Government revenue decrease an estimated
$180-5192 million
Total Loss $256-277 million
Over 5 years.

— Fiscal Impacts of Initiative 1105 — Loss of Mark-Up and Taxes
e State Revenue decrease an estimated
S486-5520 million
e Local Government revenue decrease an estimated
S205-5210 million

Total Loss $691- $730 million
Over 5 years.
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Impact: Availability and Consumption
— Increase in Retail Outlets Selling Spirits (Density)

Outlets per capita increases from among lowest to the nation’s highest. (age 21 & older)
* 315 outlets to 3300-5500 outlets.
» Washington liquor store current density is 6 / 100,000.
*California liquor store density is 44 outlets / 100,000.
 Current beer and wine grocery store density: 113 / 100,000.

Increase in Consumption
Studies show that increased outlets equates to additional consumption.

Consumption is between 5-20 percent less in control states with limited access (like
Washington) compared to open states (like California).

Impact on Sales to Minors

The State’s no-sales-to-minors compliance rate is significantly better than the private
sector.

The LCB 12 month rolling no-sales-to-minors compliance rate is 94 percent.
The private sector compliance rate is 76-84 percent.
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Initiative 1105:
Summary & Impact
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Impact:
— Terminates State Distribution and Retail of Spirits by
April 01, 2012.

Initiative 1105 directs the Liquor Control Board (LCB) to
implement a plan to terminate the system of state liquor
stores and liquor distribution and dispose of assets.

e LCB policy, enforcement and licensing functions
remain (unfunded)

e Creates general licenses for retail and distribution
e Over 930 state employee jobs eliminated
e Over 155 small businesses impacted
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Liquor Control Board
Impact: Liquor License Annual Fees &
Gross Sales Fee

Spirits distributor license:

*This license allows distributors to sell spirits to any person holding a
license to sell spirits beginning October 1, 2011. $2000.00

Gross sales fee:

*Each licensee obtaining a spirits distributor license must agree to
pay an amount equivalent to 1 percent of the licensee’s gross annual
spirits sales for a five-year period beginning on the date of the
licensee’s first sale of spirits.

| CB to establish rules setting the frequency and timing of the
payments and reporting of sales volume by the licensees.

10
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Liquor Control Board
Impact: Liquor License Annual Fees &
Gross Sales Fee (Cont.)

Spirits retailer license :

*This license allows retailers to sell spirits for off-premises
consumption beginning November 1, 2011. $1000.00

Gross sales fee:

*Each licensee obtaining a spirits retailer license must agree to pay an
amount equivalent to 6 percent of the licensee’s gross annual spirits
sales for a five-year period beginning on the date of the licensee’s
first sale of spirits.

| CB to establish rules setting the frequency and timing of the
payments and reporting of sales volume by the licensees.

11
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Impact: Uniform Pricing &
Quantity Discounts

*Uniform pricing is required for spirits, beer,
and wine.

eQuantity discounts are allowed for spirits
only.

12
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Impact: Repeal of Taxes & Mark-Up

The initiative directs the LCB to recommend a per-liter rate of
taxation to be paid by spirits distributors on all spirits sold to spirits
distributors within the state. The LCB must consider other spirits-
related revenue such as:

 Anticipated B & O tax generated by spirits retail and
distribution;

e Proceeds from gross sales fees by spirits retailer and spirits
distributor licenses; and

eAnnual spirits license fees.

eLiquor taxes and markup are repealed effective April 1, 2012.

13
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FY 2010 Taxes (Retail & Liter)
*$211,277,814 million General Fund State
523,490,679 million Cities & Counties
*$234,768,493

FY 2010 Markup Allocation Projection
*$127.9 million - Total LCB Operating Expenses

*($105.2 million total Business Enterprise costs)

*S75 million General Fund
*S47 million Cities and Counties
*$250,770,536 million, estimated markup generated in FY 2010

FY 2010 State Taxes & Markup from Liquor Sales
(includes taxes & markup)

*$365,930,618 million, total return to state and local government from

liquor sales y





DRAFT

CURRENT MODEL
RETAIL

$1.67 Business Enterprise

$0.39 Licensing/Enforcement

Price at Register: $15.95

State Tax
S5.06

32%

Includes liter and
sales taxes

Markup
$4.39

27%

Includes Surcharges

Standard
Bottle Cost
$6.50
41%

Includes federal tax
and Outbound Freight

pe ,
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Questions?
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