Washington State
Liquor Control Board

Tribal Advisory Council

Meeting Minutes
May 9, 2011, 9:00 a.m. —12:30 p.m.
Liquor Control Board
Distribution Center
4401 East Marginal Way South
Seattle, WA

Tribal Advisory Council Members in Attendance:

Tribal Members: Liquor Control Board (LCB):
Sharon Foster, Chair
W. Ron Allen, Chairman/TAC Co-Chair, Jamestown Ruthann Kurose, Board Member TAC/ Co-
S’Klallam Tribe Chair
Aubrey Seffernick, Kalispel/Jamestown Tribes Pat Kohler, Administrative Director
Robbi Kesler, Chehalis Tribe Rick Garza, Deputy Director/Tribal Liaison
Alix Foster, Swinomish Tribe Alan Rathbun, Licensing and Regulation
Lea Ann Easton, Samish Tribe Director
Kelly Croman-Neelands, Puyallup Tribe Pat McLaughlin, Business Enterprise
Jerry Allen, Jamestown S’Klallam Tribe Director
Randy Lemon, Jamestown S’Klallam Tribe Pat Parmer, Enforcement Chief
Shawn Yanity, Chairman, Stillaguamish Tribe Mona Moberg, Facilitator
Roni Pettit, TAC Support

Mona Moberg gave a brief overview of the agenda for the meeting.

Ruthann Kurose, TAC Co-Chair welcomed the TAC members to their second meeting. Co-
Chair Ron Allen also expressed his hope that this meeting would help discover areas of mutual
interest between the LCB and the tribes. He also articulated his optimism that as other tribal
leaders find value in the discussions held at the TAC meetings, there will be more regular
attendance. There may be opportunities for the LCB and tribes to partner on legislative and
policy matters in the future.

Legislative and Policy Update

Rick Garza provided an update on the privatization initiatives. The three initiatives recognized
that customer convenience was a concern, public safety is paramount, and revenue to the state is
important. A random sample of 1,200 people were surveyed all over the state. Pat McLaughlin
reported that there are currently 166 state stores and 162 contract stores. The number of tribal
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stores is 14 and the number of military stores is thought to be between 10 to 18. Three contract
stores will be added by August and there are 4 to 5 contracts being negotiated with the tribes.
The survey reported that we have the right number of stores and customers like the idea of more
convenience. Ron Allen asked how much beer is sold. Pat McLaughlin will obtain that
information for the group. Pat also noted that the public views spirits differently than beer and
wine.

Pat Kohler interjected that the Maine model was used but the only benefit to the state that Maine
saw was the upfront money.

Kelly Croman asked if sampling in tribal stores would be part of the pilot program. Pat
McLaughlin responded that if the tribal stores are interested in participating in the pilot, they
should let him know.

Rick also explained the markup allocation and Washington’s pricing model in comparison to the
California model.

Modernization Activities — Pat McLaughlin

Pat McLaughlin reported on the 4 to 5 new contracts that are currently being added. He also
asked for the tribes to provide the zip codes for areas of potential new stores. The question was
asked if gift cards could be sold in tribal stores. Pat responded that gift cards could be a
challenge for the tribes because they are not on the same system as a state store but there is
certainly nothing prohibiting them from doing it themselves.

Ron Allen mentioned that there were issues during the holiday season regarding distribution but

that had to do with the carousel being down during that time. Pat also mentioned that there have
been electrical surges which have been blowing out components that are from the renovations on
the Alaska Way Viaduct, however the distribution center is still running at a 99.2 percent fill rate
in stores.

Randy Lemon reported that the fill rates had been terrific until last week. An example, Black
Velvet is out of stock the distribution center does not have the capability of putting that item on a
back order list and sending it automatically when it is available. The stores currently have to ask
again for the product so it would be helpful if they were contacted and told how long something
may take. Pat offered Ashley James’, Administrative Assistant to the Distribution Center’s
Director, as a contact person. She is available to assist at any time. Her contact information is
asja@lig.wa.gov or 206/464-7959.

Process for Ordering Specialty Items

Ron Allen also inquired about special orders. When bars carry higher end products, customers
would like to purchase those items in our stores. Pat McLaughlin offered to have the
merchandising team meet to discuss specific products and share shelf schematics. He also
offered to track down any specific items they would like to obtain. Randy Lemon indicated that
they would like to track the status of items when they are ordering. Pat also reported that the
distribution center handles 1,200 special orders per month. The supplier performance is
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considered prior to making any decisions to add products; if there is a special order outside of the
U.S. and it’s being sold in the states, we can usually get it.

Contract Store Hour Changes

Sharon Foster indicated the LCB’s concern regarding stores staying open until 2:00 a.m. and her
subsequent conversation with Ron Allen to standardize hours. Ron is in the process of gathering
data from the tribal stores to see how many sales they have after 2:00 a.m. It appears that
younger people are the patrons during the late hours which causes concern for public safety.
Shawn Yanity reported that they are interested in having stores, however, they are concerned
about the potential bad press.

Kelly Croman indicated that Marine View Ventures had studied state stores prior to setting their
hours for their new tribal store. They are not operating until 2:00 a.m. and are equally
concerned about safety. Ron Allen indicated that the sales aren’t significant. Ron will provide
the feedback on a tribe by tribe basis and get back to the council members.

Rick Garza pointed out that the LCB is worried about inconsistency in comparison to state and
contract store hours. Kelly responded that in their research they found it is not illegal and that
the state makes the decision to close down earlier but there is nothing in statute that says that it is
required to close earlier. Pat Kohler informed the group that the LCB has been named in
lawsuits and it is usually traced back to specific stores. We are concerned about accidents
involved up and down the I-5 corridor.

Ron Allen suggested moving back to 10:00 p.m. like the state stores because it appears the later
evening hours are more of a problem than the early morning hours. Pat Parmer interjected that
the safety of clerks would be an agency concern as well. Kelly reported that Marine View
Ventures has not witnessed co-location issues involving over-service, public inebriation etc. Ron
suggested a training program and Pat Parmer indicated that there is already over-service
education and tribal staff goes through that training also.

Pat Kohler indicated that closing between 10:00 p.m. and 11:00 p.m. is preferred but the agency
recognizes the issue of sovereignty. Ron will raise this with tribal leadership to develop a
consistent approach. Public safety and the image of our stores is a mutual concern.

Tribal MOA

Alan Rathbun and Aubrey Seffernick reported on the positive experience in drafting the
Memorandum of Agreement (MOA) between the LCB and Kalispel Tribe. The two entities
collaborated over a series of four to five meetings to explore opportunities to give the Tribe
flexibility in the way they operate but still comply with enforcement. The hope is that other
tribes will take advantage of the open dialogue and develop more MOAs in the future although it
is a manual process for LCB staff so taking on more than one at a time may be a challenge. Alan
Rathbun complimented the Kalispel team for their efforts in trying to anticipate every scenario so
future agreements won’t have to reinvent the wheel. The relationship building between the LCB
and the Tribe has been beneficial. Pat Parmer, whose enforcement team also participated,
indicated that the tribe was able to weigh in on what they wanted to see as far as enforcement
and how to deal with issues that may arise. The Kalispel MOA will be signed on June 8, 2011.
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The LCB is constrained by technical limitations and limited resources. Ron Allen suggested the
tribes would support the LCB in obtaining funding from the legislature for IT-related
modifications.

Centennial Accord Update

Ruthann Kurose provided a draft of the Executive Summary for the LCB that will be included at
the Centennial Accord on June 9, 2011. The summary reflected on the accomplishments this
past year and highlighted the collaboration between the Kalispel Tribe and the LCB on the
development of the MOA.

Ron Allen mentioned that the tribes would like to continue collaborating on the daily operational
issues such as filling orders. He also indicated that some future considerations to discuss are
exploring the eligibility of the tribes receiving revenue as a beneficiary (i.e. recognizing the
tribes as a local government) and exploring solutions to the challenges of modernizing the LCB’s
technology to accommodate multiple MOAs.

Roundtable
Shawn Yanity expressed an interest in moving forward with agreements with the state. Pat
McLaughlin indicated that he would work with Shawn to talk about how to begin the process.

Robbi Kesler reported that they are not interested in selling spirits at this time.

Alix Foster inquired as to whether or not the template will be shared. Aubrey responded that
once the agreement has been finalized, it will be shared.

Alan Rathbun clarified that the LCB is not opposed to working on new agreements, however,
there is a concern that at this time we don’t have a long range implementation plan and it is labor
intensive for staff to negotiate more than one at a time.

Kelly Croman reiterated that the concerns about hours are heard clearly.
LeAnn reported that they are continuing to work toward opening a store also.

Ruthann Kurose asked the group if the TAC meetings are still of value. Ron Allen responded
that the sparse attendance is common and although most tribes are represented by their legal
counsel, the council members are kept informed. The group agreed that semi-annual meetings
are good and could be scheduled around gaming meetings which tend to be well attended.

Action Items:

1) Beer Sales/Consumption rates will be provided to Ron Allen.

2) Any tribes interested in participating in participating in the sampling pilot will notify the
LCB.

3) LCB will share criteria for selecting sampling stores.

4) Tribes will send LCB “Zip Codes” for areas of interest of potential new stores.
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5) LCB will look into “out of stock” communication issues and explore ways to
communicate to the stores the status of the delay.

6) Pat McLaughlin will research special order (higher priced specialty items) that are
needed upon receipt of list of items from Ron Allen.

7) Ron Allen will obtain data on sales volume of stores which stay open until 2:00 a.m and
will share with the group at the fall meeting.

Handouts:
1) LCB Legislative and Policy Update (Presentation by Rick Garza)
2) Legislative Update — May 6, 2011
3) Modernization Activities (Presentation by Pat McLaughlin)
4) Zip Code Letter
5) Store Siting Policy
6) 2010 Centennial Accord Agency Highlights

The next meeting will be held in the fall to discuss upcoming legislative issues.
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WASHINGTON STATE LIQUOR CONTROL BOARD

Executive Summary

The Washington State Liquor Control Board (LCB) serves the public by preventing the
misuse of alcohol through education, enforcement and controlled distribution. The LCB
also enforces laws relating to youth access to tobacco and the taxation of tobacco
products.

The Board supports the principles of the Centennial Accord and seeks to improve its
working relationships with tribes as we deal with alcohol and tobacco regulation. The
Board is committed to implementing better communication between the agency and tribal
governments and expanding on opportunities to identify mutual concerns and develop
mutual solutions.

1.CB interacts with tribal governments in several ways. The LCB has signed contracts
with 12 tribes for the sale of liquor in tribal liquor stores. Tribal governments and tribal
members also hold retail liquor licenses to sell alcohol in restaurants, casinos, and
grocery stores. The L.CB shares enforcement responsibility with tribal governments to
ensure compliance with our state’s liquor laws and rules. The LCB works with the
Department of Revenue to monitor and implement State/Tribal Tobacco Cigarette
Agreements.

Accomplishments

e A Tribal Advisory Council (TAC) was created that meets twice a year and is co-
chaired by a LCB Board member and a Tribal Chairperson. The TAC is designed to
increase communication and provide a setting to discuss tribal-specific topics as they
relate to the LCB’s business and regulatory responsibilities,

s A tribal representative was added to the LCB’s Business Advisory Council. The '
Council meets quarterly and is a partnership convened by the Liquor Control Board to
discuss issues of mutual interest regarding our state’s alcohol laws and regulations.

s The Government-to-Government Consultation Policy, which was adopted in 2009,
creates a pre-notification process whenever the state or tribe is inferested in
establishing a liquor store in or near Indian County. This new process allows the state
and tribes to work collaboratively to determine liquor store siting needs of both
governments. A recent example of this collaboration led to the opening of the new
Puyallup liquor store near Fife.

Work in progress

s A Memorandum of Agreement for the cooperative regulation of liquor sales and
service on tribal land is being negotiated with the Kalispel tribe. Several meetings
were held over the last year between LCB Enforcement and Licensing leaders, the
Kalispel attorney and Northern Quest Resort and Casino leaders. The MOA is
expected to be completed and signed in early June 2011.
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Liquor Control Board
Legislative Update

May 6, 2011

Rick Garza, Deputy Director
PO Box 43080, Olympia WA 98504-3080

360-664-1650 s rig@lig.wa.gov

What's Happening? Special Session likely.

The 2011 Legislative session kicked into gear on January 10", opening a 105-day session April 21, 2011.
A special session begins today, April 26, 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://vwww.leq.wa.gov/WorkingwithLeg/overview . htm.

Bills at a glance:

| Key

! SB = Senate Bill. A bill introduced in the Senate.

' HB = House Bill. A bill introduced in the House.

: SSBor  An“S” before a House Bill or a Senate Bill indicates a
'SHB = Substitute Bill. This means the bill was amended from

i
i
I
I
: the original version. :
( 2SSBor A “2” indicates a second substitute. This means the |
; 25HB = bill was amended by a second committee typicallya |
L fiscal committee. !
1t ESBor  An “E” indicates an engrossed bill. This means the bill
. EHB =  was amended on the floor of the chamber before it |
| |
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Bill #  Pescription _ paws
T 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 biIAI) Died in the Senate
SHB 1202 [Spirits Sampling Pilot in State & Contract Liquor StoresSigned by Governor
SSB 5150 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 iSigned 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 Liguor 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
SB 5827 Non-Club Event Endorsement

Died in the Senate
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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 . b 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 |5 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: Delivered to the Governor.
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 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. 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

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
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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 contro! 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 gonjunction 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. Sampies 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. Oniy 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
liguor 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.

Liquor 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:
o Determine liquor franchise areas throughout the state in which a certain number of
franchises can be located;
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» 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 liguor 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 Liguor Stores (SHB 1202 / SSB 5150)
Status: Signed by the Governor; Died in the Senate.

Sponsor: Hunt in 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: Delivered to the Governor.

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/IB/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: Condotta in the House; Kohl-Wells in the Senate

Board Position: Neutral A

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

Adds a vendor that manufactures liguor mixers to those eligible to provide aicohol 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 aliows a domestic winery and a restaurant to enter
intc 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 ficensee 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
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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 fo 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.

Liguor-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.

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

Status: Public Hearing held 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: Condotta in 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 m;crobrewery 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 aﬂer 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;

+ 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;

¢ The allowance for financial interest/ownership was amended to include hotels,

nightclubs, and distilleries;

¢ A vendor of liqguor mixers is allowed o 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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+ Domestic wineries and their employees are exempt from the representative’s
license;
+ 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 Liguor 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 Liguor 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 resulis 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 8000 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: Public hearing held on May 3, 2011 in the Senate Ways & Means Committee.
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;
Scheduled for Executive Session on May 5, 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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gy Washington State
»2/4 Liquor Control Board

AGENCY POLICY #680
Siting Liquor Stores

Policy #:; 680 Effective Date: 12/ :_|.6/09

Category: Retail Services See Also: Retail Division Policy #1001 —

Purpose: Sets forth expectations and the Store Leasing and Development

process which determines the

locations for liquor stores. Retail Division Procedure #1001A

— 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 liguor 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 liquor 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 liquor 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 location 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 given twenty (20) calendar days to express
their concerns or interest in writing.

Prospective 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 any 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

= Tribal cultural, religious, and spiritual sites

RESPONSIBILITIES

Agency Administrative Director

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

= Recommend Tribal agreements presented to the Board for approval.

Director of Business Enterprise

- = Establish policy 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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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). |

= [dentify affected local 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 alcohol 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 liguor 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: Liquor 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: Liquor sales in Indian country — Appointment of tribal liquor vendors —
Qualifications

~ LCB Store Location Notification Guidelines (attached)

REVISION HISTORY
Agency policy created in December 20009.

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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Business Plan Update

Pat D. McLaughlin, 

Director of Business Enterprise

May 9, 2011

1





Governor’s & Board Initiatives

2

$18 Million/Biennium







2





8 New Stores





Annual revenue $3,360,493





2 High Volume Specialty Stores





Annual revenue $1,865,669





Expanded Special Order Items





5 Store within a Store





Annual revenue $242,592





Grocery Store Pilot





 6 Contract/2 State





Standardize Store Hours





Annual revenue $395,467





M-Th: 10-9, Fri-Sat: 10-10, Sun: As Is

























Liquor Related Merchandise





Annual revenue $1,764,349





Gift Cards





Annual revenue $1,512,875





State & Contract Stores





Ice, Soda, Barware





Web Ordering





Annual revenue $T.B.D.





Ordering/Education/Advertising





Licensee Delivery





Annual revenue $195,296





Optional fee based service

























Purchasing

3

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 assignment/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 3rd Shift

Increase Space, Replenishment, and Picking Efficiencies.

Structured Process Improvement

4

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

5

Improve Financial return & customer experience





Where is your stinking ownership…lock your figgen doors!

5



Q & A

Thank You!

6
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Tribal Advisory Council Meeting

       Legislative and Policy Update

					



					Presented by Rick Garza

					Deputy Director
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Costco Privatization Legislation:  SB 5933



The LCB is directed to:

Terminate state distribution and retail sales;

Close all state stores by 9/1/12;

Sell by auction open to the public the right to operate a liquor store at each state-operated store location – one-time revenue of $10 million;

Sell Distribution Center no later than 7/1/13.



New license types are created:

Spirits distributor license – May begin sales no earlier than March 30, 2012.  Distributor fee paid in advance: $150 million;

Spirits retail license – May begin sales no earlier than June 30, 2012.  Fee is 10% of gross annual spirits sales for first 2 years and 5% for years 3, 4, and 5;






Costco Privatization Legislation:  SB 5933



Uniform Pricing:

Is repealed for spirits and wine.

Ban on quantity discounts:

Is repealed for spirits and wine.

Ban on Credit:

Remains the same as current law.

Ban on Central Warehousing:

Is repealed for spirits and wine.

Ban on Retail to Retail Sales:

Is repealed for spirits and wine to a degree (24 liters per sale for on-premises licensees).

Liquor Markup:

The markup is removed.






Distribution Privatization Legislation: SB 5942



Privatizes the warehousing and distribution of spirits in the state.



Competitive Procurement:

Within 180 days after the effective date of the bill, directs OFM to establish and conduct a competitive process for the selection of one or more private sector entities for the warehousing and distribution of spirits in the state.

The request for proposals must include the following minimum criteria:

		A requirement that the proposal demonstrate relevant previous experience and financial capacity;

		A requirement that the proposal demonstrate to the satisfaction of OFM, positive financial benefit to the state over the term of the proposed lease or contract compared to current financial benefits to the state;

		An initial up-front payment to the state during the 2011-2013 biennium;

		Proposed profit-sharing payments to the state during the lease or contract.










Distribution Privatization Legislation: SB 5942



Contract:  Within 60 days after the recommendation of a proposal by OFM, the board is authorized to accept the proposal and enter into a long-term contract to include the following terms:

The lease of the business, facilities, and assets associated with the warehousing and distribution of spirits in the state;

Exclusive right to distribute spirits in the state for the period of the contract; 

The contract must include enforceable performance standards and minimum financial returns to the state;

The contract must provide a provision that allows the state to terminate the contract should specific performance standards or financial returns to the state not be realized; and

If the state receives an up-front payment of $100 million or more, the contract must provide that the private entity place the up-front payment into irrevocable trust with the state being the beneficiary.  The state may not receive more than one-sixth of the up-front payment in any fiscal year.






Governor and Board Direction for 2011-13



Open 15 New Stores

6 Contract  - 2 State

Co-Location – 5 Stores Within a Store

2 Super Stores

Standardize Store Hours

Gift Cards

Web Based Ordering for Pickup at Store

Liquor-Related Merchandise

Delivery to Restaurants









$15.95







Washington’s Pricing Model

Standard Bottle Cost

$6.50

State Profit

$1.63

State Tax

$5.06

LCB Operational Cost

$2.76





Mark-Up

$4.39

$72 Million

$108 Million

$15 Million
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FY 2010 Mark-Up Allocation

Column1	





Purchasing, Distribution, Retail	Board, Enforcement, Licensing	State General Fund, Cities 	&	 Counties	2.44	0.32000000000000145	1.6300000000000001	

Washington’s Pricing Model

$198 Million

$26 Million
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$15.95



Standard Bottle Cost

$6.50

State Profit

$1.63

State Tax

$5.06

LCB Operational Cost

$2.76











Mark-Up

$4.39
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FY 2010 State Tax Allocation

Column1	



State General Fund	Cities 	&	 Counties	2.44	0.32000000000000145	



Standard Bottle Cost

$6.50

CA Gallon Tax

$0.65

Distributor &

Retailer Mark-Up

$3.58

CA Sales Tax

$0.93



$11.66







LCB business operational expense is 32% less than average private sector.

Washington State distributes more than 4 times the money per bottle than California.







$15.95





Standard Bottle Cost

$6.50

State Tax

$5.06

State Profit

$1.63

LCB Operational Cost

$2.76

California Comparison

Washington

California
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$15.95





Standard Bottle Cost

$6.50

State Tax

$5.06

State Profit

$1.63

LCB Operational Cost

$2.76

Washington Pricing



Standard Bottle Cost

$6.50

New Gallon Tax

$0.65

New Sales Tax

$0.87

LCB Operational Cost

$2.76



$10.78







Applying the California pricing model in Washington would reduce the average retail bottle price by 32% or $5.17 per bottle.

Annual revenue distribution would be reduced by 76% or $224 million



Current

Revised

10
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$13.91





$17.95





$12.99





$13.99





$14.99



2010 Holiday Pricing

Tomorrow’s Price?
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SHB 1172 Beer/Wine Tasting in Farmer’s Markets

Creates a pilot between 9/1/11 and 11/1/12;

10 farmer’s markets will be chosen for the pilot;

Only one winery or brewery per location may sample;

Samples must be 2 ounces or less – no more than a total of 4 ounces per customer per visit;

Licensees or their employees involved in sampling must be MAST trained; 

Any public safety violation could result in the brewery or winery losing their farmer’s market  endorsement for 2 years;

LCB must report to the legislature by December 1, 2012.
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ESHB 1202 Spirits Sampling in State & Contract Stores

Creates a pilot to allow suppliers to conduct spirits sampling in state and contract liquor stores between 9/1/11 and 9/1/12;

 30 stores will be selected for the pilot;

Stores may only hold 1 sampling per week;

Samples must be ¼ ounce or less, with no more than one ounce per person per day;

Any person involved in sampling must be MAST trained;

Samples may be free of charge;

LCB must report back to the legislature by December 1, 2012.
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SSB 5156 VIP Airport Lounge Liquor License

Creates a new liquor license which allows the license holder to sell or otherwise provide spirits, beer, and wine for consumption on the premises of the VIP Airport Lounge; and

Liquor may only be served from a Service Bar as approved by the board.

14






SSB 5788 Omnibus Bill



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

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

A s/b/w restaurant licensee is allowed to sell “growlers” under the keg sales endorsement;

A hotel licensee is allowed to sell “growlers” from the restaurant area of the premises; and 

Removes the cap on the non-club, member sponsored event endorsement for private clubs.

15





SSB 1465  S/B/W Restaurant; B/W Specialty Shops

WSLCB Agency Request Legislation:

Removes language on what constitutes a complete meal from RCW and gives the board authority to define complete meal in rule;

Removes the 100 occupancy load requirement for a Nightclub license; and

Allows a b/w specialty shop licensee to sell “growlers” if beer and/or wine sales exceed 50% of their sales, or if they maintain a beer/wine inventory of $15,000;
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Washington State
Liquor Control Board

January 4, 2010

Name of Tribal Chair
Name of Tribe
Address

City, State, Zip

Dear Name of Tribal Chair:

In April 2009, the Washington State Liquor Control Board (LCB) extended invitations to tribal
leaders to participate in two work groups, in which 14 tribes participated, that were aimed at
understanding and addressing concerns and issues regarding the LCB's licensing and business
enterprise policies. '

One of the workgroups focused on the policies and procedures surrounding the selection of
coniract, state and tribal liquor store locations. Workgroup members included a cross section of
tribal stakeholders and agency staff. We've developed a new process which includes a step to
notify Tribes of potential new stores and allow time to respond with any interest or concemns 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 Office 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 fribes on a voluntary basis any areas of interest identified by zip code where
fribes have a potential interest or concern in future liquor store location. The LCB will compile
responses from all tribes and refer to this record in providing notification of future liquor store
locations.

We have also aftached for your information copies of the agency’s government to government
consultation policy, the LCB store siting policy and notification guidelines. These policies and
guidelines are an outcome of the tribal workgroup efforts.

If you are interested in providing us with areas of interest by zip code so we can include you in
future notification, please e-mail your information to our Leasing Manager, Suzanne Lewis at
sm@lig.wa.gov by February 8, 2010. If you have any questions regarding this matter please
contact Pat McLaughlin, Directer of Business Enterprise, at your convenience. He can be reached
at 360-664-1689 or by e-mail at pdm@liq.wa.gov.

Sincerely,

Sharon Foster
Chairman

cC: Craig Bill, Governor's Office of Indian Affairs
Ruthann Kurose, Board Member
Pat Kohler, Administrative Director
Rick Garza, Deputy Administrative Director
Pat McLaughlin, Director of Business Enterprise
Suzanne Lewis, Leasing Manager

Attachments: Government to Government Consultation Policy
Store Siting Polity and Notification Process





