Washington State
Liquor Control Board

Tribal Advisory Council

Meeting Minutes
February 10, 2012, 2:00 p.m. - 4:00 p.m.
Liquor Control Board
Headquarters Office
3000 Pacific Avenue SE
Olympia, WA 98501

Tribal Advisory Council Members in Attendance:

Council Members: Liquor Control Board:
(Refer to sign-in sheet) Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Chris Marr, Board Member
Pat Kohler, Administrative Director
Rick Garza, Deputy Director and Tribal Liaison
Pat McLaughlin, Business Enterprise Director
Alan Rathbun, Licensing Director
Karen McCall, Director’s Office
Brian Smith, Communications Director
Justin Nordhorn, Enforcement Director
Kevin McCarroll, Board Office

Also in attendance: Mary Tennyson, Senior Assistant Attorney General, Shana Barehand, Department of Revenue

Welcome and Introductions

Ruthann Kurose, Board Member and TAC Liaison

Ruthann Kurose, Board Member of the Liquor Control Board and Tribal Advisory Council
(TAC) Liaison welcomed TAC members and other guests. Ron Allen, of the Jamestown Tribe
and co-chair of TAC was absent, sending Chris Masse to co-chair in his place. Attendees
introduced themselves and the organization they represented. Approximately seven attendees
participated via conference call.

1-1183 Implementation Updates: Legislative and Rulemaking

Rick Garza, Deputy Administrative Director

Rick provided a brief overview of liquor-related and tobacco-related bills that have been
introduced thus far in the 2012 Legislative Session (see Legislative Update handout). Due to the
passage of 1183, Rick noted that a new tax structure for spirits would have to be created. Recent
meetings on the topic seem to indicate that simplification of the new tax structure will not be
likely by the end of the 2012 Legislative Session. Rick commented on the 150 million dollar
Distributor fee required by 1-1183, and the feedback from various stakeholder groups regarding
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the Board’s interpretation of who is required to pay the fee. Interim policies addressing central
warehousing as well as the rights afforded to those holding contracts with the state to sell liquor
(Tribal groups, Contract Managers), will be presented to the Board in the coming weeks.

Karen McCall, Agency Rules Coordinator

Karen provided attendees with the rulemaking plan for the imEIementation of 1-1183 (see 1-1183
Contingency Plan for Rulemaking handout). On February 29", the Board will be asked to
approve the permanent rules to implement 1-1183, which were filed as emergency rules
December 7, 2011. Stakeholders will have approximately one week prior to that Board meeting
to provide comment. Stakeholders interested in being added to an email distribution list may
contact: rules@lig.wa.gov. Additionally, rulemaking information is posted on the Liquor Board
website (www.lig.wa.gov).

1-1183 Implementation Updates: Licensing

Alan Rathbun, Licensing Director

Alan gave an overview of the Licensing process changes underway due to 1-1183, including
newly created licenses and endorsements. As of the date of the meeting, Licensing had received
32 Spirits Distributor License applications, 18 for the Spirits Certificate of Approval (for out of
state suppliers), 277 Wine Retailer/Reseller applications, and 575 Spirits Retailer License
applications, 17 of which were submitted by new entities holding no existing license. Alan has
been encouraging all potential applicants to submit their paperwork as soon as possible, as the
volume of applications is likely to increase substantially between now and June 1, 2012.
According to Alan, all pending and approved applications will be listed on the Liquor Board
website (www.lig.wa.gov).

Shana Barehand, from the Department of Revenue, introduced herself and notified attendees that
information would be provided to them regarding the new tax structure and process. She
recommended those with questions contact Kim Eastman of the Department of Revenue, at:
(360) 705-6615.

1-1183 Implementation Updates: Business Enterprise

Pat McLaughlin, Business Enterprise Director

Pat provided an update on the Business Enterprise’s efforts to divest the Liquor Board of the
business. Twelve teams have been created to handle the logistics surrounding the
implementation of 1183. These teams, consisting of over 80 staff members, are working to
develop a major project plan, with key strategies and milestones.

As part of divesting the Liquor Board of the retail business, Supplier Buy Back Agreements were
created, with 99% of all listed spirits, 22% of beer/wine/mixer, and 78% of special order spirits
product covered by an agreement. Pat noted that this will be key to an orderly transition from
May 31% to June 1%,

Landlord Forums have been scheduled over the next few weeks, in an effort to clarify the state
liquor store auction process. Through 1-1183, the Liquor Board is expected to auction the right
to sell liquor, as associated with the current state liquor stores locations. Winning bidders will be
required to meet licensing qualifications if they desire to sell liquor.
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Tribal contracts with provisions for future stores, Pat noted, are entitled to the same
grandfathering rights as current Tribal stores. A Spirits Retail License for those desired future
locations need to be obtained prior to May 31%. Tribal groups interested in moving forward with
establishing a new store as outlined in their contract are encouraged to contact Pat directly
(pdm@lig.wa.gov).

Review of Previous TAC Q&A Document, C-Store Summit Q&A Document

Ruthann Kurose, Board Member and TAC Liaison

Ruthann asked for follow-up questions and feedback on the TAC Q&A document compiled from
the December 7, 2011 TAC meeting (see handout), and the Q&A document created from the
January C-Store Summit (see handout). No additional questions or feedback was received.

Meeting adjourned at 3:12 p.m.

Handouts:
1. Legislative Update, February 8, 2012
2. 1-1183 Contingency Plan for Rulemaking
3. TAC Meeting Questions, December 7, 2011
4. Q&A - Tribal Advisory Council
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-
Liquor Control Board
Legislative Update

February 8, 2012

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

What's Happening — Legislature Meets Half Way Point

The 2012 Legislative session kicked into gear on January 8", opening a 60-day session scheduled to end
March 8, 2012. The first five weeks of session are devoted to public hearings with bills introduced in
both the House and Senate. As we enter the halfway point this week, we move from committee
hearings on bills to floor action in both houses to approve bills that have moved out of committee.

Several bills were introduced this session to either consolidate the Board into another agency,
consolidate several agencies into one, including the Liquor Control Board, or the Governor's proposal to
eliminate the part-time Board members and move the agency to a Director led agency. None of these
proposals moved forward or were afforded a committee hearing. Given the charge of the agency to
implement I-1183 and the continuing lack of overall interest by legislators and the regulated industry to.
change the structure of the Board, it looks like these proposals will share the same fate of past
legislation. We'll continue to keep an eye on these bills since they are technically still alive.

This update provides you with a review of bills that impact the agency. Iwould like to note that if the
Board position states — No Hearing Scheduled - that means we have not yet taken it to the Board for

consideration. Staff usually waits until the proposal has been given a committee hearing date before we
seek a Board position. '

Please feel free to contact me directly if you have any questions or concerns. If you would

like more information about the legislative process, the Legislature’s web site has a good explanation:
http://www.leg.wa.gov/WorkingwithLeg/overview.htm.

Bills at a glance:

1 Key

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

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

| SSB or An *S” before a House Bill or a Senate Bill indicates a
 SHB = Substitute Bill. This means the bill was amended from

2SSBor  A“2"indicates a second substitute. This means th
25HB = bill was amended by a second committee typically a
fiscal committee. ' :
Bor  An“E”indicates an engrossed bill. This means the bill

|

I

]

]

1

1

|

|

the original version. _ |
I

I

:

i

S 1
1

HB = was amended on the floor of the chamber before it :
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Bill # Description Status
~ [Alcohol Related Legislation- _
HB 2723  [Creates the Office of Alcohol Beverage Control H State Gov't & Trib Aff
SB 6554 Creates a Gambling and Liquor Commission 6 Labor, Comm & CP
HB 2686 Creates a Gaming and Liquor Control Commission H State Gov't & Trib Aff
-1SB 5259 Tax Reporting for Small Wineries 5 Ways & Means
HB 1373 H Ways & Means
SB 6060 Allowing Day Spas to Offer Without Charge Beer or Wine by |5 Rules — 2" review
the Glass ‘
HB 2179 Concerning Objections to Liquor Licenses by Local H Rules - 2™ review
Government '
HB 2626 Sales & Sampling by Manufacturers of Liquor H State Gov't & Trib Aff
HB 2249 Creating a Senior Center Liquor License " H State Gov't & Trib Aff
SB 6076 _ . S Rules - 2™ review
SB 6196 Tdentifying Wineries, Breweries, and Microbreweries on S Rules - 2" review
Private Labels
HB 2558 Establishing a Theater License to Sell Beer and/or Wine for H Rules — 3" reading
SB 6366 On-premises Consumption 5 Labor, Comm & CP
HB 2706  Spirits Sampling in Former Contract Liquor Stores H State Gov't & Trib Aff
SB 6477 S Rules — 2™ review
SB 6475  [Beer/Wine Tasting in Grocery Stores S Rules— 2™ review
SB 5650 Craft Distilleries Selling at Farmer's Markets S Rules - 2™ review
SB 6571 DOR’s Ability to Collect Spirits Taxes S Ways & Means
HB 2758 ' HW &M — do pass
HB 2154  |Affect of non-payment of a tax warrant on liquor licensee H Ways & Means
HB 1641 Domestic Winery License "H State Gov't & Trib Aff
SB 5258 Methods of Payment for Alcohol by Retail Liquor Licensees S Labor, Comm &-CP
HB 2140 Liquor Revenue H Ways & Means
HB 2426 [Issuance of Spirits Retail licenses to Certain Membership H State Gov't & Trib Aff
_ Organizations
SB 5542 Cigar Lounges & Tobacconist Shop Endorsements to liqguor 5 Ways & Means
licenses
5B 5778 Providing incentives for the collection & recycling of beverage [S Env, Water & Energy
containers ,
HB 2276  [Extended Rulemaking Moratorium H State Gov't & Trib Aff
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Tobacco Legislation

HB 2157 Cigarette Tax Increase H Ways & Means
5B 6166 Cigarette Tax Revenue for Tobacco Use Prevention and S5 Ways & Means

Treatment Programs -
1SB 6564 Prohibiting Roli Your Own Tobacco Machines S Ways & Means

HB 2565  Roll Your Own Cigarette Machines at Retail Establishments ~ |H Ways & Means
SB 6305 : S Labor, Comm & CP

Miscellaneous Legislation

SB 6296 Modifying Background Check Provisions S Rules - 2" review

SB 6354 Requiring Agencies to Offer Electronic Filing of Business FormsS Rules - 29 review

HB 2173 Maximizing the Use of Lean Strategies in State Government  |H Rules Comm

HB 2232 (Government to Government Relations with Tribes H Rules — 2™ review
SB 6175 ' S Rules - 2™ review
HB 2452  Regarding State Procurement of Goods & Services H Ways & Means

SB 6198

S Rules ~ 2™ review

Personnel Related Legislation

SB 6378 Reforming the State Retirement Plan 5 Ways & Means

SB 6591 Getting Employee Salaries Upon Reallocation or Layoff > Ways & Means

Alcohol Related Legislation

Creating the Office of Alcohol Beverage Control (HB 2723)

Status: Referred to the House Committee on State Government & Tribal Affairs on -

January 26, 2012.
Sponsor: Hunt
Board Position: No Hearing Scheduled

Creates the office of alcohol beverage control and transfers powers, duties, and functions
of the liquor control board to the office.

Gambling and Liquor Commission (SB 6554) _
Status: Referred to the Senate Committee on Labor, Commerce, & Consumer
Protection on January 31, 2012.

Sponsor: Kastama

Board Position: No Hearing Scheduled

This bill creates a new Gambling and Liquor Commission by combining the Gambling
Commission and the Liquor Control Board. There is no delayed effective date.
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Gaming and Liguor Control Commission (HB 2686)

Status: Referred to the House Committee on State Government & Tribal Affairs on
January 25, 2012.

Sponsor: Alexander

Board Position: No Hearing Scheduled ‘

This bill creates a new Gaming and Liquor Control Commission, combining the Gambling
Commission, Horse Racing Commission, Lottery Commission, and the Liquor Control
Board. The effective date is October 1, 2012.

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

Status: Referred to Senate Ways & Means Committee on January 30, 2012;
Reintroduced to the House Committee on State Government and Tribal Affairs on
January 9, 2012. '

Sponsor: Kline — Senate Condotta - House

Board Position: Support '

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. :

Allowing Day Spas to Offer without Charge Beer or Wine by the Glass (SB 6060)
Status: Passed to the Senate Rules' Committee for 2™ reading on February 1, 2012,
Sponsor: Keiser : :
Board Position: Neutral with Concerns (The board recommends a permit be issued
- rather than create an exception) ,
Day spas are permitted to offer a complimentary glass of beer or wine to customers who
are at least 21 years of age, in the same manner as art galleries and wedding boutiques.
However, if the day spa provides massages, the beer or wine cannot be offered to the
customer until the massage is completed. A day spa is defined as a business that offers at
least three of the following beauty services: shampooing, cutting, styling or dyeing hair,
manicures, pedicures, facials, massages, and the use of body toning equipment.
Employees who serve beer or wine must complete an approved LCB limited alcohol server

training program.

Concerning Objections to Liquor Licenses by Local Government (HB 2179)

Status: Referred to the House Rules Committee for 2" raview on January 31, 2012.
Sponsor: Morris

Board Position: No Position

The city or town entity that receives notice of liquar licenses is changed from the “chief
executive officer” to the “legislative authority.”
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Sales and Sampling by Manufaé.turers of Liquor (HB 2626)

Status: Referred to the House Committee on State Government & Tribal Affairs on
January 19, 2012

Sponsor: Hope :

Board Position: No Hearing Scheduled _

Allows licensed distillers, manufacturers, domestic breweries, microbreweries, and
domestic wineries to: (1) Create joint tasting locations where participating licensees may
market and sell their products; and (2) Serve samples of, and sell at retail, liquor of its own

production for consumption on and off the premises, at up to two locations separate from its
production or manufacturing sites. '

Creating a Senior Center Liguor License (HB 2249 / SB 6076)

Status: Referred to the House Committee on State Government & Tribal Affairs on
January 10, 2012. Passed to the Senate Rules Committee for 2™ review on January
31, 2012. Sponsor: Fitzgibbon — House Nelson - Senate

Board Position: Support _

A new retail liquor license is created. Nonprofit organizations whose primary service is
providing recreational and social activities for seniors on the licensed premises (senior
centers) may qualify for a retail liquor license if they pay a $720 annual license fee, provide
limited food service, comply with regulations established by the Liquor Contro! Board and
require servers to have a valid mandatory alcohol server permit. This license allows on-
premises sale of spirits, beer, or wine by the glass for consumption on the premises.

Identifying Wineries, Breweries and Microbreweries on Private Labels (SB 6196)
Status: Passed to Senate Rules Committee for 2™ review on January 24, 2012.
Sponsor: Harper

Board Position: Neutral

Breweries and microbreweries are permitted to identify the producer of their beer on private
labels authorized under current law. This is not considered to be advancing or receiving
monies or monies worth. Wineries are already allowed to do this.

Establishing a Theater License to Sell Beer and/or Wine for On-Premises
Gonsumption (HB 2558 / SB 6366)
Status: Passed 3™ reading in the House Rules Committee on February 9, 2012.

Public Hearing held January 24, 2012, in the Senate Committee on Labor, Commerce,
& Consumer Protection.

Sponsor: Moeller - House Pridemore - Senate _

Board Position: Neutral with Concerns {The Board doesn’t want minors in a
darkened house with alcohol)

A new liquor license is created to permit a theater to sell beer, strong beer, over 8 percent
alcohol by weight, and wine for consumption on theater premises. The annual fee for such
a license is $400 per year for a combination beer and wine license. In the event that the
theater premises will ever have minors present, the theater license applicant must submita -
minor control plan tc the LCB at the time it applies for a license. Prior to minors being
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allowed on the premises, the LCB must approve the minor control plan, and it must be
prominently posted on the premises. There is an annual fee of $50 for the review and
approval of the minor control plan. The minor control plan must show where and when
minors are permitted and the measures used to prevent them from obtaining alcohol. The
LCB is given authority to adopt rules addressing minor contro! plans and necessary control

measures.

Spirits Sampling in Former Contract Liquor Stores (SB 6477 { HB 2706)

Status: Passed to the Senate Rules Committee for 2" raview on February 3, 2012.
Referred to the House Committee on State Government & Tribal Affairs on January
26, 2012. ' '

Sponsor: Conway — Senate; Condotta - House

Board Position: No Hearing Scheduled '

Allows former contract liquor stores to conduct sampling of spirits.

Beer/Wine Tasting in Grocery Stores (SB 6475)

Status: Passed to the Senate Rules Committee for 2"¢ raview on February 3, 2012.
Sponsor: Hobbs :

Board Position: No Hearing Scheduled

To qualify for beer and wine tasting in a grocery store, the licensee is required to have -
more than 50% of retail sales be grocery products for off-premises consumption. This bill
amends this requirement to 35%.

Allowing Craft Distilleries to Sell at Farmer’s Markets SSB 5650)

Status: Passed to the Senate Rules Committee for 2"¢ review on February 7, 2012.
Sponsor: Harper

Board Position: Neutral

A craft distillery can purchase an endorsement from the LCB which permits the craft
distillery to sell its own bottled spirits at retail for off-premises consumption at qualifying
farmers markets. The craft distillery must provide a list to the LCB of the dates and
locations at which it will be selling its spirits ahead of time. The craft distillery cannot act as
4 distributor at the farmers market, cannot store its product at the farmers market beyond
the for sale hours, and is not permitted to provide sampling or tasting.

DORs Ability to Collect Spirits Taxes (SB 6571/ HB 2758)

Status: Public Hearing held on February 6, 2012, in the Senate Ways & Means
Committee. House Ways & Means Committee do pass recommendation on February
6, 2012.

- Sponsor: Kohl-Welles — Senate / Hunter

Bpard Position: -

Authorizes the department of revenue to request that the liquor control board suspend a
taxpayer's spirits license and refuse to renew any existing spirits license if the department .
determines that a taxpayer is more than thirty days delinquent in reporting or remitting

spirits taxes.
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Affect of Non-Payment of a Tax Warrant on Liquor License (HB 2154)
Status: Referred to House Ways & Means on January 9, 2012.
Sponsor: Hasegawa '

Board Position: No Hearing Scheduled

Prohibits delinquent taxpayers from renewing liquor licenses.

Domestic Winery License (HB 1641)

Status: Public Hearing held on January 25, 2012, in the House Committee on State
Government & Tribal Affairs.

Sponsor: Hunt

Board Position: Support

Modifies provisions regarding the licensing of domestic wineries.

Methods of Payment for Alcohotl by Retail Licensees (SB 5258)

‘Status: Scheduled for Public Hearing on January 31, 2012 in the Senate Committee
on Labor, Commerce, and Consumer Protection.
Sponsor: Kline

Board Position: Neutral with an Amendment
Allows payment by check to be initiated no later than the first business day following

delivery, and are completed as prompitly as is practical but no later than five business days
following delivery. This is currently allowed for payments by elactronic fund transfer.

Liquor Revenue (HB 2140)

Status: Reintroduced to the House Ways & Means Committee on January 9, 2012,
Sponsor: Hunter .

Board Position: No Hearing Scheduled

Modifies liquor revenue provisions.

Issuance of Spirits Retail Licenses to Certain Membership Organizations (HB 2426)

Status: Referred to the House Committee on State Government & Tribal Affairs on
January 13, 2012. '

Sponsor: Hunt
Board Position: No Hearing Scheduled -

Prohibits the liquor control board from issuing spirits retail licenses to certain membership
organizations. '

Cigar Lounges and Tobacconist Shop Endorsemehts to Liguor Licenses (SB 5542)

Status: Reintroduced to the Senate Ways & Means Committee on January 9, 2012.
Sponsor: Delvin '

Board Position: No Hearing Scheduled
Creates endorsements to allow smoking in spirits, beer, and wine restaurant licensees and
tobacco shops. Certain requirements must be met to qualify for the endorsements.
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Providing Incentives for the Collection & Recycling of Beverage Containers (SB

5778) :

Status: Reintroduced to the Senate Committee on Environment, Water, & Energy on
January 9, 2012.

Sponsor: Chase

Board Position: No Hearing Scheduled

An act relating to providing incentives for the collection and recycling of beverage
containers. The LCB is directed to enforce. '

Rulemaking Moratorium (HB 2276) '

Status: Public Hearing on January 26, 2012, in the House Committee on State
Government & Tribal Affairs.

Sponsor: Taylor

Board Position:
Creates a moratorium on rulemaking until at least July 1, 2015. There are exceptions to

allow for some types of rulemaking. Legislation enacted after January 1, 2012, specifically
directs that rulemaking be undertaken. Rules adopted under legislation after January 1,
2012, must be approved by the legislature in the ensuing legislative session before the rule

may take effect. :

Tobacco Related Legislation

Cigarette Tax Increase (HB 2157)

Status: Reintroduced to the House Ways & Means Committee on January 9, 2012,
Sponsor: Hasegawa '

Board Position: No Hearing Scheduled

This bill increases the tax on cigarettes.

Cigarette Tax Revenue for Tobacco Use Prevention & Treatment Programs (SB 6166)
Status: Public Hearing held on January 25, 2012, in the Senate Ways & Means

Committee.

Sponsor: Tom

Board Position: No Position

The tax on cigarettes and little cigars is increased by $1.00 per pack or $.05 per cigarette
or little cigar. The tax on moist snuff is increased by $0.835 per 1.2 oz. package. Each
fiscal year, $1.7 million is deposited into the Tobacco Prevention and Control Account for
tobacco usage prevention and treatment programs. The remainder of the revenues are

deposited into the General Fund. -
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Prohibiting Roll Your Own Tobacco Machines (SB 6564)

Status: Referred to the Senate Ways & Means Committee on February 3, 2012.
Sponsor: Keiser

Board Position: No hearing scheduled.

Prohibits a person from maintaining a machine at a retail establishment that enables a

person to process tobacco, or a product that is made or derived from tobacco, into a roll or
tube.

Roll Your Own Cigarette Machines at Retail Establishments (HB 2565/ SB 6305)
Status: Public Hearing held in the House Ways & Means Committee on February 6,
2012. Public Hearing held on January 23, 2012 in the Senate Committee on Labor,
Commerce, & Consumer Protection.

Sponsor: Kirby/ House; Rolfes / Senate

Board Position:

Deems a person a manufacturer of cigarettes, if the person operates or maintains a
machine at a retail establishment that enables a person to process a product made or
derived from tobacco into a roll or tube.
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Start Date

1-1183 section

1-1183 Contingency Plan for Rulemaking

February 2012
WAC Chapter

Subject

File with CR

#5 11/9/2011

Sec 101 (2)(g)(h)(i)

New sections in

Spirits Retailer

Emergency 1/25/12 Done

(k)(1)(m)(o) WAC 314-02 "responsible vendor program" (same effective date)
Sec 103 (all) ‘ Permanent 1/25/12 (CR 101)
(CR 102) 3/14/12
Public Hearing 4/25/12
Board Adoption (CR103) 5/2/12
Effective 6/2/12
#6 11/9/2011 Sec 120 (4) WAC 314-13 Who can retail licensees Permanent 2/22/12 (CR 101)
Sec 121 (3) purchase beer, wine, & SR p..omz\ﬂ.\“_.u i
Sec 206 (all) spirits from  Public Hearing 5/23/12
Board Adoption (CR103) 5/30/12
_ Effective 6/30/12
#7 11/9/2011 Sec 107 WAC 314-42 Liquor Control Board _Permanent 2/22/12 (CR 101)
Sec 202 Operations (CR102) 4/11/12
Sec 203 - Public Hearing 5/23/12
Sec 204 Board Adoption (CR103) 5/30/12
Effective 6/30/12
#8 11/9/2011 Sec 103 (7)(8) WAC 314-29 Revise penalties Permanent 2/22/12 (CR 101)
(possible new section) (CR 102) Q.HH\“_.N

Public Hearing 5/23/12
Board Adoption (CR103) 5/30/12

Effective 6/30/12

#9 11/9/2011 Sec 211 WAC 314-11-040 (a) Changes to duties of 18, 19, & Permanent 2/22/12 (CR 101)
20 years olds (CR 102) 4/11/12

Public Hearing 5/23/12
Board Adoption (CR103) 5/30/12

Effective 6/30/12

#10 11/9/2011 Sec 112 (all) WAC 314-05-030 Revise where SO licensee Permanent 2/22/12 (CR 101)
can purchase spirits (CR 102) 4/11/12

Public Hearing 5/23/12
Board Adoption (CR103) 5/30/12
Effective 6/30/12
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I-1183 Contingency Plan for Rulemaking

February 2012

Start Date

#16 11/9/2011

1-1183 section

WAC Chapter

Subject

File with CR

Sec 111

WAC 314-44

Licensed Agents
(allow them to solicit
spirits retail licensees)

Permanent 2/22/12 (CR 101)
 (CR102) 4/11/12
~ Public Hearing 5/23/12
Board Adoption (CR103) 5/30/12
Effective 6/30/12

#17 11/9/2011

Sec 109 (all)

WAC 314-38

Permits

Permanent 2/22/12 (CR 101)
(CR102) 4/11/12
Public Hearing 5/23/12
Board Adoption (CR103) 5/30/12
Effective 6/30/12

#18 11/9/2011

Sec 102(6)(b)

WAC 314-37
(Repeal this section?)

Nonstate Liquor Stores
(Tribal Stores)

Permanent 2/22/12 (CR 101)
(CR 102) 4/11/12
Public Hearing 5/23/12
Board Adoption (CR103) 5/30/12
Effective 6/30/12

1119 11/9/2011

Sec 121

WAC 314-24
(no price list requirement for

Permanent 2/22/12 (CR 101)
(CR 102) 4/11/12
Public Hearing 5/23/12
Board Adoption (CR103) 5/30/12
Effective 6/30/12

#20 6/1/12

Sec 105 (3)

WAC 314-23

$150 million assessment

Permanent rule

CR 101 being filed 2/22/12
CR 102 being filed 2/29/12
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Liquor Control Board Tribal Advisory Council {TAC)
Meeting Questions
December 7, 2011

Q. Will the risk inventory be identified on the Liquor Control Board (LCB) website?
A The risk inventory has been identified and is posted on the website.

Q. What is the final date for Contract Liquor Stores (CLS) to make a business decision on
whether or not they will remain in business?
A, A final date has not been established for CLS to decide on their future business plans.

This is not a binding decision. We are requesting this for planning purposes. Additional
clarity of 1-1183 elements are needed so that the contract stores can let LCB know if
they plan to convert to a spirits retail license.

Q. Do tribes have to obtain the same type of license that contract liquor stores will be
issued?
A. Yes, any business wanting to sell spirits will be required to obtain a spirits retail license.

Tribes and CLS are grandfathered and granted an exception to the 10,000 ft
reguirement.

What is the LCB enforcement protocols going to be and when will it begin?

At this point we do not plan on changing any enforcement protocols from current
practice. The LCB did not get any additional resources for enforcement with the
initiative.

> P

Q. When will the new pricing model be available? Will product costs be higher or lower
than they are now? '

A, Taxes on spirits remain in current law; fees are imposed on distributors and retailers.
Retailers have the discretion to set price as long as it is not below cost. A price
calculator is available on the LCB website.

Q. What is the Liquor Control Board’s plan in regards to auction of rights to state liquor
stores and when will the plan be available?

A. LCB’s plan regarding the auction of rights to sell liquor at existing state liquor store
locations will be developed and released in Q1 2012.

Q. When will tribal stores be available to buy from private distributors? When does the
new retail license become available?

A, Tribal stores that have obtained a spirits retail license may begin purchasing spirits from
newly licensed distributors beginning March 1, 2012. However, any such purchased

Liquor Control Board Tribal Advisory Council (TAC)
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product may not be sold until June 1, 2012, when the spirits retail license becomes
effective.

Will current tribal liquor stores be grandfathered in? Will there be an exception to the
10,000 ft? reguirement?

For the purposes of |-1183 implementation, tribal stores are considered “contract”
stores and thus benefit from the grandfathered provisions and are exempted from the
10,000 ft* requirement.

Has LCB’s authority changed since the passage of I-1183? When will this be resolved?
The Board’s authority for enforcement and licensing is unchanged. The Board will no
longer be in the distribution and retail alcohol business as of june 1, 2012, but retains all
current authority for enforcement of the liquor laws and developing rules for new
licenses created by the Initiative. Many of these changes do require rule making by the
Board.

Does LCB have the authority to negotiate a tribal contract change? Can additional
stores open before June 1, 20127

The LCB has the authority to amend existing tribal contracts through May 31, 2012,
Tribes interested in discussing the potential of additional stores should contact Pat
McLaughlin at pdm @lig.wa.gov or Rick Garza at rig@lig.wa.gov.

For tribes with a current LCB contract for additional [ocations, is this subject still open
for discussion? '

Most tribes have different contracts. We suggest that each tribe interested in additional
stores as specified in their contract contact Pat McLaughlin or Rick Garza.

When will all of the new license applications forms be available?

The application process for new license types as well as endorsements created under
Initiative 1183 remains unchanged. Tribes interested in one of these new licenses can
apply through the “business license application” process on the Business License Service
{DOR) website. We have updated our license description page to reflect the new license
and endorsement types. Documentation required to complete the application will be
forwarded after the interview with Licensing division staff.

Please clarify the three case limit on retail sales.

Spirits retailer licensees may only sell a maximum of 24 liters on a single sale to an on
premise retailer. Tribes and contract liquor stores who obtain the spirits retail license
will not be subject to this limitation per the initiative.

What are the new hotel license changes?

Liguor Control Board Tribal Advisory Council (TAC)
Meeting Questions
December 7, 2011
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The hotel license was amended to allow spirits sales in the original container from the
retail sale area of the hotel (they currently sell beer and wine from these areas for off-
premises consumption). Hotels are also now allowed to give a complimentary bottle of
spirits in the guest rooms as well as beer or wine.

Will pricing and volume controls on wine go away on December 8? Is LCB working with
confract liquor stores to change pricing and discounts?

Section 119 of I-1183 retains the prohibition on price discrimination between
purchasers for resale in Washington, but does allow price differentials based on certain
factors. This section of the Initiative contains no specific effective date, thus took effect
on December 8, 2011. LCB contract stores will continue to sell under the existing price
and discount structure through May 31, 2012. Beginning June 1, 2012, those stores who
convert under the spirits retail license program will need to purchase any product they
wish to sell and will be able to set their retail price.

Will the tax free allocation remain or will it become something new or be called
something different? -

Those tribes who have an existing business agreement with the LCB will continue to
receive a tax free allotment of liquor as prescribed in their agreement through May 31,
2012. Beginning in June 2012, the Department of Revenue will assume administration
of this process. They are currently developing the new mechanism and will work
directly with the Tribes for the transition into the new system.

Will the distributors list be available on the LCB website?
Yes. Currently license applicants and recipients information is posted on the LCB web
site.

What is the Board’s position on a cooperative distributor? How is this different from
central warehousing? Is there still an option for cooperative warehouses?

The Board released new rules for central warehousing developed under the emergency
rule making process. These will remain in force until replaced with permanent rules or
120 days, whichever comes first. We are currently working through some issued raised
by stakeholders regarding cooperative purchasing.

| desire to establish a co-operative where local restaurants and cocktail lounge owners
form an association to meet their liquor needs, as well as provide a cost-effective
manner in that activity, Would this co-operative under what I'm reading under RCW as
well as the 1-1183 be allowable?

Under WAC 314-12-027 there may be ownership between the tiers as long as it is under
a different entity, such as a retailer that wants to become a distributor may do so but
only under a different legal entity than their retail license. A group of restaurants could
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form a cooperative but the cooperative could not purchase spirits without a spirits
distributor license. The cooperative could obtain a spirits distributor license and
distribute to the members of the cooperative. The cooperative would be a different
legal entity than any one of the retail licenses.

Some tribal stores are currently over-ordering due to concern of out of stock during the
transition, what is LCBs contingency plan to ensure adequate product supply?

There are no system issues that require tribal stores to build up inventory. The
distribution center continues to operate very smoothly and is achieving consistently
high store order fill rates. We will use overtime and new hires as necessary to maintain
operational capacity throughout the duration of our shipping plan. A tested
contingency plan is in place in the event of system or resource constraints. No product
supply issues are anticipated unless they are by design as part of a separate inventory
management program. This could include suppliers who elect to remove product from
the marketplace or who do not sign a buyback agreement. In the event of any planned
product availability limitations, such will be communicated to all stores and licensees.

Liquor Control Board Triba! Advisary Council {TAC)
Meeting Questions
December 7, 2011







Washington State
Liquor Control Board

Q & A — Tribal Advisory Council

When do you anticipate drafting rules on “trade area™? Can “trade area” relate to alcohol
outlet density instead of geographic location?

We will not begin dfaﬁing the rules to define “trade area” until after June 1, 2012, I.CB
will work with stakeholders to determine the definition.

Through the tribal liquor store we currently sell both wine and spirits to a casino, will we
need the wine resellers endorsement to continue selling wine to a casino or will we be
able to sell wine under our spirits retail license?

You can only sell spirits under the spirits retailer license. In order to sell wine to a casino
you would need to also have a Grocery store beer/wine with a wine resellers
endorsement. '

What are the necessary licenses a location will need to sell beer, wine, and spirits at
retail, and wine and spirits for resale to restaurants etc; and will you be
requiring/managing the TTB permifs, registrations, or licenses needed for all of this?

To sell wine and spirits for resale to restaurants you will need a spirits retailer license and
a grocery store license with a wine retailer reseller endorsement. Prior contract stores are
not limited on the amount of spirits or wine they sell to another retail licensee. Federal
basic permits are required for both spirits and wine allowing the purchase of wine and
spirits for resale at wholesale. The board will not manage the federal-permits. A copy of
the federal permits must be submitted to the board before the liquor license can be issued.

-Section 102 of the Initiative requires the board to complete all applications by March 1
for spirit distributors and June 1 for spirit retailers, for those applications submitted
within 60 days of the effective date. Does that mean that we need to get a spirits retail

application to LLCB by February 8 in order to be guaranteéd a spirits retail license in place
on June 1?

Yes.,

Are there any TTB permits or registrations you will be requiring as a precondition to this
spirits retail license?
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Q.

Yes. The spirits retailer license allows the holder to sell spirits to on-premises retail
licensees (restaurants, nightclubs, etc.) A federal basic permit is required to purchase
spirits for resale at wholesale. The board will not issue any spirits retailer license without
the federal permit if the applicant intends to sell to retail licensees.

Is there anything in the rulemaking process that could restrict 18-20 year olds from
selling spirits (and beer and wine for that matter)?

The initiative allows 18-20 year olds to sell and/or stock spirits as long as at least two
persons over 21 years of age are on duty. RCW 66.44.340 allows employees 18 years
and over to sell, stock, serve, and sell liquor for certain licensed employers.

The new law (section 103) states that a training program is a condition to the spirits retail
license. Also participating in the responsible vendor program is “presumptively
sufficient” to establish that the licehsee meets the training requirements. Since this is a
“condition” to getting a license, how will licensees be ready for those who want to meet
the February 6 application window?

You don’t need to have the respoilsible vendor program in place to apply, but it must be
in place prior to the license being issued. The board filed emergency rules on January 25,
2012, to clarify how licensees can qualify for the “responsible vendor program”.

Are contract and tribal stores who meet the MAST standards grandfathered into this
condition? ' :

The standards and requirements for MAST are deemed sufficient for employee’s initital
training for the responsible vendor program.

Is a retail license good for more than one location?
No. A separate license is required for each retail location.

How much will a Retail spirits license cost?

$166 per year. In addition, a retail spirits licensee must pay a license fee of 17% of its
spirits sales revenues to the Board. The first payment will be due Oct. 1, 2012 and the
board will establish by rule the frequency of additional license issuance fees prior to the
first payment.

Will there be an additional sales tax on liquor under the initiative?
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Spirits retail licensees will have to collect the excise and liter taxes on spirits from the
retail customer. These tax rates are the same as the taxes that the Liquor Control Board
currently collects when it sells spirits. Spirits retail licensees must pay the-taxes to the
Department of Revenue, which is developing tax reporting forms and information.

Will there be change to the hours of liquor sales for the new retailers?
The law does not set the hours of sale, and the Board’s rules currently allow all forms of
liquor (beer, wine and spirits) to be sold between the hours of 6 a.m. and 2 a.m, daily.

The Board has not determined at this time if it will modify the rules governing the hours
of sale.

Is a Spirit Retail license holder exempt from paying the 17 percent fee in sales to
licensees (bar/restaurants)?

Yes, the 17 percent retail spirits license fee need not be paid on sales to on-premises
licensees (restaurants and bars). More specific information regarding the requirements
can be found in I-1183 under Section 103 sub-sections (2) and (4).

February 10, 2012
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