AGENDA
BOARD MEETING
WA STATE LIQUOR CONTROL BOARD
Wednesday, November 4, 2009
Headquarter Building
3000 Pacific Ave, Olympia WA 98504

10:00 a.m.

Roll Call
1. CFD Bowlarama Presentation........cccvvevinieieeiieinennnnen. . ..Pat Parmer
2. Proposed Wine/Beer Listings / Size Extensions.............. Steve Burnell

3. Approval for filing proposed rules (CR 102) to Implement 2009
Legislation regarding Cigarette and Tobacco License
Administration..........ccccevviiiiiiiiinnan. vereesemnesennseeess.. Karen McCall

At the Board meeting on November 4, 2009, the rules coordinator requests that the
Liquor Control Board approve the filing of notice of proposed rule making (CR 102)
regarding the implementation SHB 1435, passed in the 2009 legislative session.

4. Approval for filing proposed rules (CR 102) to Implement 2009
Legislation relating to Retail Liquor Licensees...... enseiresesescssornnanssnns
................................................... sessensesssasssnssssnennsssannenssensesseesss AYEN MeCall

The following bills were passed during the 2009 legislative sessions that require changes
in existing administrative rules (WAC) or the development of new rules:
e SSB 5367 — Creates a Nightclub liquor license
e SSB 5834 — Allows Beer/Wine Specialty Shops to sell kegs for off-premises
consumption, allows spirits, beer, and wine private clubs and beer and wine
private clubs to sell bottled wine for off-premises consumption, allows retail-to-
retail product (wine) transfers, and changes the process of electronic fund
transfers (EFT)

e EHB 2358 — Increases most retail liquor license fees

5. Approval for filing proposed rules (CR 102) to Implement 2009
Legislation relating to Manufacturers, Distributors, Importers, and
Retailers.....oovieeiiiiiicniiiiiiininnenan, cererarsssasesannnsessnaKaren MeCall

The following bills were passed during the 2009 legislative sessions that require changes
in existing administrative rules (WAC) or the development of new rules:
o EHB 2040 — changes in beer and wine regulation including financial ownership
or interest, money’s worth — advertising, price post and hold, and minimum
markup



e SHB 1812 — requirements for wine labels

¢ ESHB 1441 — process for terminating or cancelling agreements between
distributors and producers of malt beverages

e SSB 5834 — addresses authorized representatives, creates a winery warehouse,
provides new exceptions to tied house

6. Process Improvement Team Presentation...................Meagan Renick
7. New Business........ e dsseressenstatartataststntesatnerirrrrrnse Board Members

8. Old BUusSiNeSS.s.veecieeueesreerressrreoarnscrennsasnses veressersae. BOArd Members

Recess/Adjourn



OFFICE OF THE
WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — November 4, 2009

Board Chair Sharon Foster called the regular meeting of the Washington State Liquor Control Board to
order at 10:05 a.m., on Wednesday, November 4, 2009 in the Boardroom, 3000 Pacific Avenue SE,
Olympia, Washmgton Board Member Ruthann Kurose was present.

CFD Bowlarama Presentation — Chief Parmer
Chief Parmer introduced the winning teams from the 2009 Bowlarama event and presented each with
their award certificate.

Potential New Listings and Rejections — Debi Besser, Director of Purchasing
Debi made recommendations as explained in the October 28, 2009 memo (sec attachment). The Board
members unanimously approved the recommendations.

Potential One Time Only Listings (OTO) — Steve Burnell, Marketing Manager
Steve made recommendations as explained in the October 28, 2009 memo (see attachment). The Board
members unanimously approved the recommendations.

Potential Wine/Beer Listings and Size Extensions — Steve Burnell, Marketing Manager
Steve made recommendations as explained in the October 28, 2009 memo (see attachment). The Board
members unanimously approved the recommendations.

Filing a proposed rule (CR 102) to implément 2009 legislation relating to manufacturers,
distributors, importers, and retailers - Karen McCall, Senior Policy / Legislative Analyst
Karen reviewed that the purpose of this issue paper is to request approval from the Board to file the
notice of proposed rulemaking (CR 102) for rule changes implementing EHB 2040, and SSB 5834,

The following bills were passed during the 2009 legislative sessions that require dhanges in existing
administrative rules (WAC) or the development of new rules:

o EHB 2040 — changes in beer and wine regulation including financial ownership or interest,
money’s worth — advertising, price post and hold, and minimum markup

» SSB 5834 — addresses authorized representatives, creates a winery warehouse, provides new
exceptions to tied house

Rules are also required to implement the following Interim Board Policy:
¢ Liquor Conirol Board Interim Policy #03-2009 — Washington Domestic Winery Returning
Exported Product back to Producing Winery

'The LCB filed a Pre-Proposal (CR 101) for this rulemaking on June 3, 2009. The WSLCB now enters
into the second step of rule development by filing proposed rules language with the State Register (CR-
102). (See attachments)

Filing proposed rule (CR 102) to implement 2009 legislation relating to retail liquor licensees -
Karen McCall, Senioxr Policy / Legislative Analyst

Karen reviewed that the following bills were passed during the 2009 legislative sessions that require
changes in existing administrative rules (WAC) or the development of new rules:
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» SSB 5367 - Creates a Nightclub liquor license

e SSB 5834 — Allows Beer/Wine Specialty Shops to sell kegs for off-premises consumption,
allows spirits, beer, and wine private clubs and beer and wine private clubs fo sell boitled wine
for off-premises consumption, allows retail-to-retail product (wine) transfers, and changes the
process of electronic fund transfers (EFT)

s BHB 2358 — Increases most retail liquor license fees

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

November 4, 2009 Board is asked to approve filing the proposed rule making
(CR 102 filing). LCB sends notice to rules distribution hist,

November 18, 2009 Code Reviser publishes notice

December 9, 2009 Public Hearing

December 9, 2009 End of written comment period

December 16, 2009 Board is asked to adopt rules

December 16,2009 Agency sends notice to those who commented both at the
public hearing and in wriling,

December 16 2009 Apgency files adopted rules with the Code Reviser

January 17, 2010 Rules are effective (31 days after filing)

- (See attachments)

Filing proposed rule (CR 102) to implement 2009 legislation relating to cigarette and tobacco tax
licensees - Karen McCall, Senior Policy / Legislative Analyst

SHB 1435 passed in the 2009 legislative session, gives the Liquor Control Board the administrative
authority to approve, deny, suspend, or revoke retail, wholesale, or distributor cigarette and tobacco
products licenses. Rules are needed to further clarify the application process and requirements.

New Chapter 314-33 Cigarette and Tobacco Products License Process

New Section 314-33-001 Cigarette and tobacco products license qualifications and application
proeess. Explains the requirement of a criminal history background check and explains the application
process to obtain a cigarette or tobacco products license.

New Section 314-33-005 Reasons the board may deny a cigarette or tobacco products license
application. Lists the reasons the board may deny the license.

New Section 314-33-020 What criminal history might prevent an applicant from receiving or
keeping a cigarette or tobacce products license? Includes a matrix that includes a point value for
different types of criminal convictions. Explains the board’s scoring of criminal convictions and how a
decision is made when criminal history is involved.

New Section 314-33-025 What liquor and cigarette and tobacco products law or rule violation
history might prevent an applicant from receiving a cigarette or tobacco products license?

Explains how the board uses violation history in determining licensure.

New Section 314-33-030 What is the process if the board denies a cigarette or tobacco products
license application? Explains the options for the applicant if their application is denied.

December 9, 2009 Board Minutes -2-



New Chapter 314-34 Cigarette and Tobacco Products Violations
New Section 314-34-001 Purpose of chapter. Explains what is covered in this chapter.

New Section 314-34-003 Authority—Suspension or revocation of wholesale and retail cigarette
and tobacco products licenses, Explains the board’s authority to suspend or revoke a wholesale or
retail cigarette and tobacco products license.

New Section 314-34-005 What are the procedure for notifying a licensee of an alleged violation of
a cigarette or tobacco products statute or regulation? Explains the process the enforcement officer
follows in the case of an alleged violation.

New Section 314-34-010 What options does a licensee have once they receive a notice of
administrative violation? Explains the process the licensee follows if they want to request a settlement
conference or an administrative hearing.

New Section 314-34-015 What are the penalties if a cigarette and/or tobacco products license
holder violates a cigaretie or tobacco products law or rule? Lists the penalties for the first, second,

third and consecutive offenses.

New Section 314-34-020 Information about cigarette and/or tobacco products license suspensions.
Explains the process followed for license suspensions.

New Section 314-23-030 Cigarette and other tobacco products violations. Lists the violation types
for cigarette and other tobacco products. (see attachment)

The Process Improvement Team Recognition was cancelled.

The Board Meeting was adjourned at 11:15 AM.

~Sharon Foster Ruthann Kurose
Board Chair Board Member
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WASHINGTON STATE LIQUOR CONTROL BOARD
INTEROFFICE CORRESPONDENCE

Date:; October 28, 2009

To: Chairman Sharon Foster
Board Member Ruthann Kurose

From: Steve Burnell, Marketing Manager
Subject: POTENTIAL WINE/BEER LISTINGS

From blind tastings, the following selections and recommendations were made by the Committee and the

Purchasing Division. Irecommend the Board approve the following listing actions.

Wine

Region Vntg

Retail

Recommendation

Sterling Vintners Collection Chardonnay

2008

$8.99

Regular Listing

The following wines are offered as a One-Time-Only purchase. The Purchasing Division and I
recomimend the Board approve the following One-Time-Only listings.

Wine . Region Vnig Retail | Number of Cases
Joseph Drouhin Beaujolais Nouveau France 2009 $11.89 | TBD

Georges Duboenf Beaujolais Nouveau France 2009 $9.99 | TBD

Deschutes Jubelale Craft Beer Oregon NV $7.98 | 168 Cases

The following wines are offered in limited quantities for the wine specialty stores. The Purchasing
Division and I recommend the Board approve the following U-code listings.

Wine Region Vntg Retail | Number of Cases
The “Keeper” Cabernet Franc 2007 $16.99 | 14 Cases
Fonseca Bin 27 Port Portugal | NV $16.99 | 28 Cases
Coppola Sofia Blanc Sparkling 4/pk NV $13.96 | 28 Cases
Ch Ste Michelle Artist Series Meritage 2005 $44.99 | 14 Cases
Pacific Rim Framboise in Box , 375 ml NV $13.99 | 28 Cases
Pacific Rim Vin de Glaciere Riesling in Box, 375 NV $13.99 | 28 Cases
ml
FOR BOARD CONCURRENCE: DATE
Sharon Foster Ruthann Kurose
Chairman Board Member

cc: PatKohler

Pat McLaughlin

Debi Besser

John Redal

Randy Simmons

Meapan Renick

Kelly Higbee

Cindy Doughty

Robin Hall

Kim Ward

Casey Walker




Lacinda Thomas
Frances Munez-Carter
Shayna Burmeister



WASHINGTON STATE LIQUOR CONTROL BOARD
INTEROFFICE CORRESPONDENCE
October 28, 2009

To: Chairman Sharon Foster
Board Member Ruthann Kurose

From:  Sieve Burnell, Marketing Manager

Subject: POTENTIAL SIZE EXTENSIONS

In accordance with the criteria st forth in Agency Policy #9135 Listing and Delisting Liquor Products. I
recommend that the Board approve listing the following size extensions.

Current
: Current Average Monthly
Requested Size Retail | Monthly Case Sales Gross Rank in
Extensions Size Price of the 750 ml Size Profit Category
Christian Brothers | /"0l | $15.25 755 $38,035 #
PET )
Brandy Traveler
Evans Williams 750 ml
Black Label PET $14.45 873 $41,756 #4
| Bourbon Traveler
FOR BOARD APPROVAL:
DATE
Sharon Foster Ruthann Kurose
Chairman Board Member
ma
cc: Pat Kohler
Pat MclLaughlin
John Redal

Randy Simmons
Debi Besser
Meagan Renick
Kelly Higbee
Cindy Doughty
Robin Hall

Kim Ward

Casey Walker
Lacinda Thomas
Frances Munez-Carter
Shayna Burmeister






WASHINGTON STATE LIQUOR CONTROL BOARD
INTEROFFICE CORRESPONDENCE
Date: October 28, 2009

To: Chairman Sharon Foster
Board Member Ruthann Kurose

From:  Steve Bumell, Marketing Manager

Subject: POTENTIAL ONE-TIME-ONLY LISTINGS

The suppliers of the following items are requesting One-Time-Only (OTO) listings.

Product Descrinti(;n

Laphroaig 18 Year Scotch, 750 ml
Highland Park 15 Year Single Malt Scotch, 750 ml

Highland Park 12 Year Single Malt Scotch, 750 ml
I recommend that the Board approve these one-time-only listings.

FOR BOARD CONCURRENCE: DATE

Sharon Foster Ruthann Kurose
Chairman Board Member

ma
cc: Pat Kohler
Pat McLaughlin
John Redal
Debi Besser
Randy Simmons
Meagan Renick
Kelly Higbee
Cindy Doughty
Robin Hall
Kim Ward
Casey Walker
Lacinda Thomas
Frances Munez-Carter
Shayna Burmeister

Retail
Price

$84.95
$71.95

$47.95

Cases
20 cases
20 cases

50 cases






SN Washington State
%27 Liquor Control Board

Date:  November 4, 2009.

To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member

From: Karen MCCaH, Agency Rules Coordinator

Copy: Pat Kohler, Administrative Director
Rick Garza, Deputy Administrator
Pat Parmer, Chief, Enforcement and Education

Subject: Approval for filing proposed rules (CR 102) to implement 2009
legislation regarding cigarette and tobacco license administration

At the Board meeting on November 4, 2009, the rules coordinator requests that the
Liquor Control Board approve the filing of notice of proposed rule making (CR 102)

regarding the implementation SHB 1435, passed in the 2009 legislative session. An
issue paper on the proposed rules is attached.

Process

The Rules Coordinator requests approvat to file the notice of proposed rulemaking (CR
102) for the rule making described above. [f approved for filing, the tentative timeline for
the rule making process is outlined below:

November 4, 2009 Board is asked to approve filing the proposed rule
making (CR 102 filing). LCB sends notice to rules
distribution list.

November 18, 2009 Code Reviser publishes naotice,

December 9, 2009 Public hearing held
December 9, 2009 End of written comment period

December 16, 2009 Board is asked to adopt rules

December 16, 2009 Agency sends notice to those who commented both at
the public hearing and in writing.
December 16 2009 Agency files adopted rules with the Code Reviser

January 17, 2010 Rules are effective. |

CR 102 — Cigareite & Tobacco Licensing 1 11/4//09



__1\[ Approve  __ Disapprove f%?%ﬁ ”‘m M

Sharon Foster, Chair Date

4 Approve Disapprove Mottt Yovene “/4’& ol

Ruthann Kurose, Board Member Date

Attachment: 1ssue Paper

CR 102 — Cigarette & Tobacco Licensing 2 11/44/09



Washington State Liquor Control Board

Issue Paper

Rule Making to Implement Legislation for Cigarette
and Tobacco Licensing

Date: November 4, 2009

Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this issue paper is to request approval from the Board to file
proposed rules (CR 102) to implement SHB 1435 — Cigarette and Tobacco
Licensing.

Why is rule making necessary?

SHB 1435 passed in the 2009 legislative session, gives the Liquor Control Board
the administrative authority to approve, deny, suspend, or revoke retail,
wholesale, or distributor cigarette and tobacco products licenses. Rules are
needed to further clarify the application process and requirements.

What changes are being proposed?

New Chapter 314-33 Cigarette and Tobacco Products License Process

New Section 314-33-001 Cigarette and tobacco products license
qualifications and application process. Explains the requirement of a
criminal history background check and explains the application process to obtain
a cigarette or tobacco products license.

New Section 314-33-005 Reasons the board may deny a cigarette or
tobacco products license application. Lists the reasons the board may deny
the license.

New Section 314-33-020 What criminal history might prevent an
applicant from receiving or keeping a cigarette or tobacco products
license? Includes a matrix that includes a point value for different types of
criminal convictions. Explains the board’s scoring of criminal convictions and
how a decision is made when criminal history is involved.

New Section 314-33-025 What liquor and cigarette and tobacco
products law or rule violation history might prevent an applicant from
receiving a cigarette or tobacco products hcense'-‘ Explains how the board
uses violation history in determining licensure.

New Section 314-33-030 What is the process if the board denies a
cigarette or tobacco products license application? Explains the options for
the applicant if their application is denied.

CR 102 - Cigarette & Tobacco Licensing 1 11/4/09



New Chapter 314-34 Cigarette and Tobacco Products Violations
New Section 314-34-001 Purpose of chapter. Explains what is covered in
this chapter.

New Section 314-34-003 Authority—Suspension or revocation of
wholesale and retail cigarette and tobacco products licenses. Explains
the board’s authority to suspend or revoke a wholesale or retail cigarette and
tobacco products license.

New Section 314-34-005 What are the procedure for notifying a
licensee of an alleged violation of a cigarette or tobacco products
statute or regulation? Explains the process the enforcement officer follows in
the case of an alleged violation.

New Section 314-34-010 What options does a licensee have once they
receive a notice of administrative violation? Explains the process the
licensee follows if they want to request a settlement conference or an
administrative hearing. :

New Section 314-34-015 What are the penaities if a cigarette and/or
tobacco products license holder violates a cigarette or tobacco
products law or rule? Lists the penalties for the first, second, third and
consecutive offenses.

New Section 314-34-020 Information about cigarette and/or tobacco
products license suspensions. Explains the process followed for license
suspensions.

New Section 314-23-030 Cigarette and other tobacco products
violations. Lists the violation types for cigarette and other tobacco products.

Attachments:  Proposed Rules

CR 102 ~ Cigarette & Tobacco Licensing =~ 2 11/4/09



Chapter 314-33 WAC

CIGARETTE AND TOBACCO PRODUCTS LICENSE PROCESS

NEW SECTION

WAC 314-33-001 Cigarette and tobacco products license
qualifications and application process. (1) Each cigarette and
tobacco products license application is unique and investigated
individually. The board may inquire and request documents
regarding matters in connection with the cigarette and tobacco
products license application. Following is a general outline of
the cigarette and tobaccce products license application process:

(a) The board may require proof concerning the applicant's
identity.

(b) The board may conduct an investigation of the applicants'
criminal history and administrative violation history, per RCW
82.24.510 and 82.26.150.

(2) Failure to respond to the board's requests for information
within the timeline provided may cause the application to be
denied.

NEW SECTTION

WAC 314-33-005 Reasons the board may deny a cigarette or
tobacco products license application. The following is a list of
reasons the board may deny a cigarette or tobacco products license
application:

(1) Failure to meet qualifications or requirements for the
specific cigarette or tobacco products license, as outlined in this
chapter and chapters 82.24 and 82.26 RCW.

(2) Failure to submit information or documentation requested
by the board.

(3) Misrepresentation of fact by any applicant.

(4) Willfully withheolding information.

(5) Submitting false or misleading information.

{6} The applicant has failed to submit payments of the taxes
imposed under chapter 82.24 or 82.26 RCW along with reports and
returns to the department of revenue as reguired.

[ 11 0T58-2671.3



(7) If the applicant is a corporation and the corporation is
not currently registered with the secretary of state. '

(8) The applicant is currently the subject of an outstanding
felony arrest warrant.

(9) The existence of disgualifying criminal history standards
outlined in WAC 314-33-020.

(10} The existence of disqualifying liquor and cigarette and
tobacco products law or rule violation history standards outlined
in WAC 314-33-025.

NEW SECTTION

WAC 314-33-020 What criminal histoxry might prevent an
applicant from receiving or keeping a cigarette or tobacco products
license? (1) For the purpose of reviewing an application for a
license and for considering the denial, suspension, or revocation
of any such license, the board may consider any prior criminal
conduct of the applicant and c¢riminal history record within the
previous five years.

(2} When the board processes a criminal histery check on an
applicant, it wuses a point system to determine a person's
qualification for a license. The board will not normally issue a
cigarette and tobacco products license to an applicant who has
accumulated eight or more points as indicated below:

Time period
during which
points will be
assigned from
date of
Description conviction Points assigned

Felony Five years 12 points

conviction

Gross Five years 12 points

misdemeanor

conviction for

violation of

chapters 82.24

and 82.26 RCW

Other gross Three years 5 points

misdemeanor

conviction

Misdemeanor Three years 4 points

_conviction

Nondisclosure of | nfa 4 points each

any of the above

(3) If a case is pending for an alleged offense that would
earn eight or more points, the board will hold the application for
the disposition of the case. If the disposition is not settled

[ 2] OTS-2671.3



within ninety days, the board may administratively close the
application.

NEW SECTTON

WAC 314-33-025 What liquor and cigarette and tobacco products
law or rule violation history might prevent an applicant £from
receiving a cigarette or tobacco products license? The board will
conduct an investigation of all applicants' liquor and cigarette
and tobacco products law and/or rule administrative violation
history. The board will nct normally issue a cigarette and tobacco
products license to a person, or to an entity that has the
following violation history or to any person that has demonstrated
a pattern of disregard for laws or rules: Four or more violations
within the last two years of the date the application is received
by the board.

NEW SECTITON

WAC 314-33-030 What is the process if the board denies a
cigarette or tobacco products license application? If the board
denies a cigarette or tobacco products license application, the
applicant may: .

(1) Reguest an administrative hearing per chapter 34.05 RCW;
or

(2) Reapply for the license no sooner than one year from the
criginal denial date.

[ 31 OTS-2671.3






Chapter 314-34 WAC

CIGARETTE AND TOBACCO PRODUCTS VIOLATIONS

NEW SECTTION

WAC 314-34-001 Purpose of chapter. The purpose of this
chapter is to outline what a cigarette and/or tobacco products
licensee can expect if a licensee receives an administrative
violation notice alleging a violation of a statute under chapters
82.24 and 82.26 RCW, or under chapter 314-33 WAC.

NEW SECTTON

WAC 314-34-003 Authority--Suspension or revocation of
wholesale and retail cigarette and tobacco products licenses. (1}
The board has full power and authority to suspend or revoke the
license of any cigarette wholesale or retail licensee and tobacco
products distributor or retail licensee upon sufficient showing
that the license holder has violated the provisions of chapters
82.24 and 82.26 RCW or chapter 314-33 WAC.

{(2) Any person possessing both a cigarette license and a
tobacco products license is subject to suspension and revocation of
both licenses for violation of either chapter 82.24 or 82.26 RCW or
this chapter. For example, 1if a person has both a cigarette
license and a tobacce products license, revocation of the tobacco
products license will alsc result in revecation of the cigarette
license.

(3) A person whose license has been suspended or revoked must
not sell or permit the sale of tobacco products or cigarettes
during the period of the suspension or revocation.

{4) For the purposes of this rule, "cigarettes" has the same
meaning as in RCW 82.24.010 and "tobacco products"™ has the same
meaning as in RCW 82.26.010.

{5) Any perscn whose license has been revoked must wait one
vear following the date of revocation before requesting a hearing
for reinstatement. Reinstatement hearings are held pursuant to
chapter 34.05 RCW.

[ 1] OTS-2672.5



NEW SECTION

WAC 314-34-005 What are the procedures for notifying a
licensaee of an alleged violation of a cigarette or tobacco products
statute or regulation? When an enforcement officer believes that
a cigarette and/or tobacco products licensee has viclated a board
" statute or regulation, the officer may prepare an administrative
violation notice (AVN) and mall or deliver the notice to the
licensee or the licensee's agent. The AVN will include:

(1) A brief narrative description of the violation(s) the
officer is charging;

(2) The date{s) of the violation(s):

(3) A copy of the law(s) and/or regulation(s) allegedly
violated;

{4) An outline of the licensee's options as outlined in WAC
314-34-010; and

{3) The penalty.

NEW SECTION

WAC 314-34-010 What option=s does a licensee have cnce they
receive a notice of administrative violation? (1) A licensee has
twenty days from receipt of the notice to:

{a) Accept the recommended penalty; or

(b) Request a settlement conference in writing; or

{(c) Request an administrative hearing in writing. A response
must be submitted on a form provided by the board.

(2) What happens if a licensee does not respond to the
administrative violation notice within twenty days? If a licensece
does not respond te the administrative vicolation notice within
twenty days, the recommended penalty will go into effect.

{(3) What are the procedures when a licensee requests a
settlement conference?

{a) If the licensee requests a settlement conference, the
hearing examiner or captain will contact the licensee or permit
holder to discuss the vioclation.

(b) Both the licensee and the hearing examiner or captain will
discuss the circumstances surrounding the charge, the recommended
penalty, and any agcgravating or mitigating factors.

(c) If a compromise is reached, the hearing examiner or
captain will prepare a compromise settlement agreement. The
hearing examiner or captain will forward the compromise settlement
agreement, authorized by both parties, to the board for approval.

(i) If the board approves the compromise, a copy of the signed
settlement agreement will be sent to the licensee and will become
part of the licensing history.

(ii} If the board does not approve the compromise, the
licensee will be neotified of the decision. The licensee will be

[ 21 OTS-2672.5



given the option to renegotiate with the hearings examiner or
captain, of accepting the originally recommended penalty, or of
requesting an administrative hearing on the charges.

{d) If the licensee and the hearing examiner or captain cannot
reach agreement on a settlement proposal, the licensee may accept
the originally recommended penalty, or the hearing examiner or
captain will forward a request for an administrative hearing to the
board's hearings coordinator.

NEW SHCTTON

WAC 314-34-015 What are the penalties if a cigarette and/or
tobacco products license holder violates a cigarette or tobacco
products law or rule? For the purposes of chapter 314-33 WAC, a
two-year window for violations is measured from the date one
violation occurred to the date a subsequent wviolation occurred.

(1} 1st offense - License suspension for not less than thirty
consecutive business days,

(2) 2Znd offense - License suspension for not less than ninety
days — or more than twelve months.

(3) 3rd and consecutive offenses - Subject te revocation.

NEW SECTION

WAC 314-34-020 Information about cigarette and/or tobacco
products license sugpensions. (1) On the date a cigarette and/or
tobacco products license suspension goes into effect, a liguor
enforcement officer will post a suspension notice in a conspicuous
place on or about the licensed premises. This notice will state
that the license has been suspended by order of the liquor control
board due to a violation of a cigarette or tobacco products law or
rule.

(2) During the period of cigarette and/or tobacco products
license suspension, the licensee and employees:

{a) Are required to maintain compliance with all applicable
cigarette and tobacco products laws and rules;

{(b) May not remove, alter, or cover the posted suspension
notice, and may not permit ancther person to do so;

{c) May not place or permit the placement of any statement on
the licensed premises indicating that the premises have been closed
for any reason other than as stated in the suspension notice;

{d) May not advertise by any means that the licensed premises
is closed for any reascon other than as stated in the liguor contreol
board's suspension notice.

[ 31 OTS-2672.5



(3) During the period of cigarette and tobacco products
license suspension:

(a) A retail cigarette and/or tobacco products licensee may
operate his/her business provided there is no sale, delivery,
removal, or receipt of cigarette and tobacco products.

(b} A cigarette wholesaler and tobacco products distributor
licensee may operate his/her business provided there is no sale,
delivery, removal, or receipt of cigarette and tobacco products.

NEW SECTION

WAC 314-34-030 Cigarette and other tobacco products
violations. (1) The folleowing is a list of cigarette violations:
{(a) Taxes - failure to pay taxes as reguired;
b) Stamps - tax stamp violations to include:

(

(i) Failure to affix stamps;

(ii) Forgery/counterfeit; or

{(iii) Possession of unstamped cligarettes.

{c) Retailer obtaining ¢igarettes from an unauthorized source;

(d) Records - improper recordkeeping or failure to submit
reports as required;

(e} Failure to allow inspections of any of the following:

(i) Premises;

(ii) Stamps;

(iii) Vehicles;

(iv) Cigarettes;

(v) Bocks; or

(vi) Records.
(f) Transporting viclations to include failure to notify and
improper records;

(g) Operating outside the capacity of the license and failure
to secure the proper license; and

{h) License suspension violations.

(2) The following 1is a list of other tobacco product
violations:

{a) Taxes - failure to pay taxes as required;

(b} Records - improper recordkeeping or failure to submit
reports as required;

: (c) Failure to allow inspections of any of the following:

{i} Premises;

(ii) Vehicles;

(iii) Tobacco products;

(iv) Books; or

(v) Records.

(d} Transporting violations to include failure to notify and
improper records;

{e) Operating outside of the capacity of the license or
failure to secure the proper license;

[ 41 QT5-2672.5



(f) Retailer not licensed as a distributor and obtaining
tobacco products from an unlicensed distributer:

{g) Manufacturer representative's wviolation; and

{h) License suspension violations.

[ 5] OTS-2672.5






Washington State Liquor Contro! Board

Issue Paper

Rule Making to Implement Legislation for Retail
Licensees

Date: November 4, 2009

Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this issue paper is to request approval from the Board to file the
notice of proposed rule making (CR 102) for rule changes implementing SSB
5367, SSB 5834 and EHB 2358.

Why is rule making necessary?
The following bills were passed during the 2009 legislative sessions that require
changes in existing administrative rules (WAC) or the development of new rules:

+« SSB 5367 — Creates a Nightclub liquor license
SSB 5834 — Allows Beer/Wine Specialty Shops to sell kegs for off-
premises consumption, allows spirits, beer, and wine private clubs and
beer and wine private clubs to sell bottled wine for off-premises
consumption, allows retail-to-retail product (wine) transfers, and changes
the process of electronic fund transfers (EFT)

o EHB 2358 — Increases most retail liquor license fees

Background

The Liquor Control Board filed a Pre-Proposal {CR 101) for this rulemaking on
June 3, 2009. The WSLCB now enters into the second step of rule development
by filing proposed rules language with the State Register (CR-102).

What changes are being proposed?

Amendatory Section WAC 314-02-005 — What is the purpose of chapter
314-02 WAC? Added nightclubs to the list of liquor licenses and permits.

Amendatory Section WAC 314-02-010 — Definitions. Added definitions for
“entertainer”, “entertainment”, “minimum food service”, and “snack food".

Amendatory Section WAC 314-02-020 — What are the fee categories for
a spirits, beer, and wine restaurant license? Revised the fee matrix to
implement EHB 2358.

Amendatory Section WAC 314-02-035 — What are the food service

requirements for a spirits, beer, and wine restaurant license? Revised
the fees listed for this license type per EHB 2358.
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New Section WAC 314-02-036 — What is a spirits, beer, and wine
nightclub license? Added a new section to explain what is allowed under a
nightclub liquor license, and the fee for the license.

New Section WAC 314-02-037 — What are the floor space requirements
for a spirits, beer, and wine nightclub license? Added a new section to
explain the floor space requirements, such as barriers to separate areas where
minors will be allowed, and what information is needed on a floor plan.

New Section WAC 314-02-038 — Can a spirits, beer, and wine nightclub
licensee exclude persons under twenty-one years of age from the
premises? Added what is required by the licensee if they want to exclude
minors from the premises at all times.

New Section WAC 314-02-039 — What type of restrictions may be
placed on a spirits, beer, and wine nightclub license? Added language to
implement SSB 5367 regarding local governments ability to petition the board for
further restrictions on a nightclub liquor license.

Amendatory Section WAC 314-02-045 — What is beer and/or wine
restaurant license? Revised license fee and added a requirement for
minimum food service.

Amendatory Section WAC 314-02-060 — What is a caterer’s
endorsement? Revised the license fee.

Amendatory Section WAC 314-02-065 — What is a snack bar license?
Revised license fee and added the seating requirement into the rule.

Amendatory Section WAC 314-02-070 — What is a tavern license?
Revised the license fee.

Amendatory Section WAC 314-02-090 — What is a nonprofit arts
organization license? Revised the license fee and added the service area
requirement into the rule.

Amendatory Section WAC 314-02-095 — What is a public house license?
Revised the license fee.

Amendatory Section WAC 314-02-100 — What is a grocery store
license? Revised the license fee.

Amendatory Section WAC 314-02-105 — What is a beer and/or wine
specialty shop license? Revised the license fee, and revised the language
regarding keg sales.
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Amendatory Section WAC 314-02-125 — What types of activities on a
licensed premises require notice to the board? Corrected the WAC
reference in subsection (1) to 314-11-050.

Amendatory Section WAC 314-02-130 — What types of changes to a
licensed premises require hoard approval? Added spirits, beer, and wine
nightclub to subsection (1).

Amendatory Section WAC 314-16-040 — Drink menu. Changed the title of
the section from ™Price list” to "Drink menu”.

Amendatory Section WAC 314-16-110 — Liquor purchases by spirits,
beer, and wine licensees. Changed the title of the section. Added spirits,
beer, and wine nightclub license throughout the section as needed. Plain talked.

Amendatory Section WAC 314-16-160 — Purchases—Reports. Plain
talked.

Attachments: Proposed Rules
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AMENDATORY SECTION {Amending WSR 01-06-014, filed 2/26/01,
effective 3/29/01)

WAC 314-16-040 ( (Price—2list-)) Drink menu. No holder of a
beer and/or wine restaurant license shall advertise for sale, nor
sell, any mixed drink under the name of "0Old Fashioned," "Whiskey
Sour," "Singapore 8ling," "Martini," "Manhattan," nor any other
name which, by long and general usage, has become associated in the
public mind as being the name of a mixed drink made from spirituous
liquor, unless the name of such drink is prefaced by the word
"wine," such as Wine 0ld Fashioned. The holder of a beer and/or
wine restaurant license may advertise for =zale, mix, compound or
sell upon corder, mixed drinks made from one or more wines under a
name which does not conflict with this section.

AMENDATORY SECTION (Amending WSR 98-18-097, filed 9/2/98, effective
10/3/98)

WAC 314-16-110 Liquor purchases by spirits, beer, and wine
( (restaurant, club—and—sports/entertainment—facility)) licensees.
(1) Any employee authorized by the board may sell spirituous liguor
at a discount of fifteen percent from the retail price fixed by the
board, together with all taxes, to any spirits, beer and wine
restaurant, gpirits, beer, and wine nightclub, spirits, beer, and
wine club or sports/entertainment facility 1licensee upon
presentation to such employee at the time of purchase of a special
permit issued by the beard to such licensee or through such other
means of insuring identification of the authorized purchaser as are
approved by the board{(-——PFrovided;—irowever—%hat) ). Prior to
license delivery, a new licensee ({or—trarmsferes)) may, with bocard
authorization, be sold discount liquor and beer and wine purchased
under Title 66 RCW for the purpose of stocking the premises. The
employee shall at the time of selling any spiritucus liquor to a
spirits, beer and wine restaurant, gspirits, beer, and wine
nightclub, spirits, beer, and wine club or sports/entertainment
facility licensee make a record of the liquor so sold, together
with the name of the spirits, beer and wine restaurant, spirits,
beer, and wine nightclub, spirits, beexr, and wine club or
sports/entertainment facility licensee making the purchase. No
sale of beer, wine, or spirituous liquor shall take place until the
premises of the new licensee {{or—transferee)} have been inspected
by the board and the spirits, beer and wine restaurant, spirits,
beer, and wine nightcilub, spirits, beer, _and wine <¢lub or
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sports/entertainment facility license is delivered.

{2) Every spirits, beer and wine restaurant, spirits, beer,
and wine nightclub, spirits, beer, and  wine c¢lub or
sports/entertainment facility licensee, upon purchasing any
spirituous liquor from the board, shall immediately cause such
liquor to be delivered to his ¢or her licensed premises, and he or
she shall not {(threreafter)) remove or permit to be removed from
said premises any bottle or other ceontainer containing such liquor,
except pursuant to chapter 314-70 WAC or to return it to a state
liquor store or agency, ner shall he or she dispose or allow to be
disposed the liquor contained therein in any manner except as
authorized by his or her license{ (+—PFrovided—rowever;—Frat) ). A
delivery service business may pick up more than one liquor order on
the same day so long as each of said orders are delivered in the
normal course of business on the same day without detour orx
diversion, except for those stops and deliveries as may be
necessary to make deliveries to the other licensees whose order is
also on the particular delivery vehicle. The possession of any
bottle or other container purchased from the board at a discount by
any person other than the licensee or said licensee's agents or
employees who purchased the same, or the possession therecf at any
place which is not the licensed premises of the licensee who
purchased such liquor, shall be prima facie evidence that the
licensee unlawfully permitted the removal thereof from his or her
licensed premises( (= Provideds) ). The licensee who permanently
discontinues business, other than as a result of a legal distraint
action, may remove open bottles of liquor from the premises for
personal use upon payment to the board o¢of an amount to be
determined by the beoard in lieu of the discount and tax exemption
in effect at that time.

(3) No licensee shall keep in or con the licensed premises any
spiritucus liquor which was not purchased from the board at a
discount ( (+—Provides;—TFheat) ). Spirituous liguor not purchased at
a discount from the board may be kept in or on the licensed
premises under authority of a banquet permit issued pursuant to RCW
66.20.010(3) and chapter 314-18 WAC, but only during the specific
date and time for which the banquet permit was issued( (+—Provided;
forther—That) ) . Notw1thstand1ng any other provision of Title 314
WAC, a spirits, beer and wine licensee may display antique,
unusual, or unique ligquor bottles with or without liquor on the
licensed premises if such bottles are used as part of the decor,
and any such bottles containing liguor are locked securely in
display cases, and are not for sale.

{4) No perscn, including anyone acting as the agent for
ancther other than a spirits, beer and wine licensee shall keep or
possess any bottle or other container containing spirituous liquor
which was purchased from the board at a discount except as provided
in subsection {2) of this section.

(o) All spirituous liquor in and on the licensed premises
shall be made availabkle at all times by every licensee for
inspecticen by the board, and such licensee shall permit any
authorized inspector of the board to make such tests or analyses,
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by spirit hydrometer or otherwise, as the inspector deems proper.
Such inspectors are authorized to seize as evidence any bottles or
other containers and the contents thereof which they have
determined have been reused, refilled, tampered with, adulterated,
diluted, fortified or substituted.

AMENDATORY SECTION {Amending WSR 07-02-076, filed 12/29/06¢,
effective 1/29%/07)

WAC 314-16-160 Purchases--Reports. {1) Failure Dby
( (Trecensees)) industry members and retailers to keep accurate
accounting records which result in the extension of or receipt of
credit from ({a—mamuwfaetorer; Tmporter—or—<distributor)) an
industry member through the use of a prior cash deposit which is
overextended may result in administrative action being taken
against the liguor license,

{2) Prior to license delivery, a new beer and/or wine
{ (Trecersee—or—trarsferee)) retailer may, with board authorization,
be sold beer and/or wine for the purpose of stocking the premises,.
No retail sale of beer and/or wine shall take place until the
applicant premises have been inspected by the beoard and the liquor
license is delivered.

[ 3] OTS-2658.3







AMENDATORY SECTION (Amending WSR 08-17-06&7, filed 8/19/08,
effective 9/19/08)

WAC 314-02-005 What is the purpose of chapter 314-02 WAC?
Chapter 314-02 WAC outlines the qualifications for the following
liquor licenses and permits:

(1) Spirits, beer, and wine restaurants;

{2) Nightclubs;

{3) Hotels;

({(t3r)) (4} Beer and/or wine restaurants;
({-t4r)) (5} Snack bars;

((t5r)) (6} Taverns;

((£67)) (7] Motels;

((+#r)) (8) Bed and breakfasts:

{{fB8¥)) (9) Nonprofit arts organizations;
{{£929)) (10) Public houses:

{{(£+6+)) {11) Grocery stores;

((tFr)) (12) Beer/wine specialty shops; and
{({-t32¥)) {13) Beer/wine gift delivery business,.

AMENDATORY SECTION (Amending WSR 08-17-067, filed 8/19/08,
effective 9/15/08)

WAC 314-02-010 Definitions. The feollowing definitions are to
clarify the purpose and intent of the rules and laws governing
liquor licenses and permits. Additional definitions can be found
in RCW 66.04.010.

{1} "Adjacent™ means having a common endpoint or border where
the extension of the property lines of the licensed premises
contacts that common border.
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(2) "Banquet room" means any room used primarily for the sale
and service of food and liguor to private groups.

(3) "Customer service area” means areas where food and/or
ligquor are normally sold and served to the public, i.e., lounges
and dining areas. A banguet room is not considered a customer
service area.

(4) "Dedicated dining area." In order for an area to qualify
as a dedicated dining area, it must be a distinct portion of a
restaurant that is used primarily for the sale, service, and
consumption of food, and have accommcdations for eating, e.g.,
tables, chairs, booths, etc. See WAC 314-02-025 for more
informatien.,

(5) "Designated area" means a space where alcohol may be sold,
served, or consunmed.

(6) YEntertainer" means someone who performs for an audience
such as a disc jockey, singer, or comedian, or anvone providing
entertainment services for the licensee. An entertainer is
considered an employee of the liguor licensee per WAC 314-01-005.
Patrons participating in entertainment are not considered
employees.

(7)) "Entertainment" means dancing, karaoke, singing, comedy

showsg, concerts, TV broadcasts, contests with patron participation
and/or performing for an audience.

(8) "Food counter" means a table or counter set up feor the
primary purpose of food service to customers who sit or stand at
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the counter. Any alcohol served is incidental to food service.

{((-t7r)) {8) "Game room" means an area of a business set up for
the primary purpose of patrons using games or gaming devices.

((8)) (10} "Liquor bar" means a table or counter where
alcohol is stored or prepared and served to customers who sit or
stand at the bar. Liguor bars can only be in lounges or in
premises where minors are not allowed at any time.

{((49¥F)) (11) "Lounge™ means the portion of a restaurant used
primarily for the preparation, sale, and service of beer, wine, or
spirits. Minors are not allowed in a lounge (see RCW 66.44,316 for
information on employees and professional musicians under twenty-
one years of age).

({(F8y)) (12} "Minimum food service™ means items such as
sandwiches, salad, soup, hamburgers, and frv orders.

(13} "Minor" means a person under twenty-one years of age.

((tFxtr)) (14) "Service bar" means a fixed or portable table,
counter, cart, or similar work station primarily used to prepare,
mix, servé, and sell alcchol that is picked up by employees or
customers. Customers may not be seated or allowed to consume food
or alcohol at a service bar.

(15) "Snack food" means items such as peanuts, popcorn, and

chips.

AMENDATORY SECTION (Amending WSR 05-22-022, filed 10/24/05,
effective 11/24/05)

WAC 314-02-020 What are the fee categories for a spirits,
beer, and wine restaurant license? (1) Per RCW ©66.24.420, the
annual fee for a spirits, beer, and wine restaurant license is
graduated, as follows:

Amount of customer service

area dedicatied to dining Annual fee
100% $({(H689) 1,105
50 - 99% $((1:669)) 1,768
Less than 50% $((25666)) 2.210

{2) In order for an area to qualify as a dedicated dining area
it must be a separate and distinct portion of a restaurant that is
used primarily for the sale, service, and consumption of food, and
have accommodations for eating, e.qg., tables, chairs, booths, etc.
Areas dedicated to live music or entertainment, such as dance
floors or stages are not considered dedicated dining areas.
Dedicated dining areas may not contain:

{(a) Liguor bars (see definition under WAC 314-02-010(2)); or

(b) Areas dedicated to games or gaming devices.

(3) The fee for a spirits, beer, and wine restaurant license
outside of an incorporated city or town will be prorated according
to the calendar quarters the licensee is open for business. This
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proration does not apply in the case of a suspension or revocation
of the license.

(4) A duplicate license is reguired in order to sell liquor
from more than one site on your property. Theze sites must be
located on the same property and owned by the same licensee. The
following types of businesses may apply for a duplicate license:

Annual fee per duplicate

Type of Business license
Adrport terminal 25% of annual license fee
Civic center (such as a S 11

convention center)

Privately owned facility $20
open to the public

AMENDATORY SECTION (Amending WSR 05-22-022, filed 10/24/05,
effective 11/24/05) '

WAC 314-02-035 What are the food service requirements for a
spirits, beer, and wine restaurant license? (L) A spirits, beer,
and wine restaurant licensee must serve at least four complete
meals. Per RCW 66.24.410(2), a complete meal does not include

hamburgers, sandwiches, salads, or fry orders. For purpcses of
this title:

{a) "Complete meal" means an entree and at least one
additional course.

(b) "Entree" means the main course of a meal. To gualify as

one of the four required complete meals, the entree must require
the use of a dining implement to eat, and cannot consist of a
hamburger, sandwich, salad, or fry order.

{(2) The restaurant must maintain the kitchen equipment
necessary to prepare the complete meals required under this section
and RCW 66.24.410(2}.

{3) The complete meals must be prepared on the restaurant
premises.

(4 A chef or cook must be on duty while complete meals are
offered.

(5) A menu must be available to customers that lists, at a
minimum, the required complete meals.

(6) The food items required to maintain the menu must be on
the restaurant premises. These items must be edible.

(7} Restaurants that have one hundred percent dedicated dining
area must maintain complete meal service any time liquor is
available for sale, service, or consumption.

{8) Restaurants with less than one hundred percent dedicated
dining area (restaurants in the cone thousand ((=tx)) seven hundred
sixty-eight dollar or two thousand two hundred ten dellar fee
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category) must maintain complete meal service for a minimum of five
hours a day during the hours of 11:00 a.m. and 11:00 p.m. on any
day liquor is served. The board may consider written requests for
exceptions to this requirement due to demonstrated hardship, under
such terms and conditions as the board determines are in the best
interests of the public.

{(a) Minimum food service, such as sandwiches, hamburgers, or
fry orders, must be available outside of these hours.

(b} Snacks such as peanuts, popcorn, and chips do not qualify
as minimum food service.

(9) The hours of complete meal service must be conspicuously
posted on the premises or listed on the menu. If applicable, a
statement that minimum food service is available outside of those
hours must also be posted or listed on the menu.

NEW SECTION

WAC 314-02-036 What is a spirits, beer, and wine nightclub
license? (1) This license allows a nightclub as defined in RCW
66.04.010(28) to:

{a) Sell and serve spirituocus liquor by the individual drink
for on-premises consumption;

(b} Sell and serve beer by the open bottle, can, or by tap for
on~-premises consumption; and

(c) Sell and serve wine for on-premises consumption.

{(2) To obtain and maintain a spirits, beer, and wine nightclub
license the nightclub must have primary business hours between 9:00
p-m. and 2:00 a.m.

{3) There are no food requirements for a spirits, beer, and
wine nightclub license. Food sales and service are incidental to
the sale and service of alcohol.

(4) The annual fee for a spirits, beer, and wine nightclub
license is two thousand dollars.

NEW SECTION

WAC 314-02-037 What are the floor space requirements for a
spirits, beer, and wine nightclub license? (1) The liquor control
board has the responsibility to classify what licensed premises cor
what portions of a licensed premises are off limits to minors.

(a) Any areas in the licensed premises where alcghol is sold,
served, or consumed is classified as off-limits to minors (RCW
66.44.310(2)).

(b) Minors may be aliowed on the licensed premises but only in
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areas where alcohol is not served or consumed.

(2) Barriers - Licensees must place barriers separating
restricted areas from areas where minors will be allowed.

(a) The barriers must clearly separate restricted areas and
must be at least forty-two inches high.

{b) The barriers may be moveable,.

(c) Liquor bars cannot be used as barriers (see definition of
liquor bar in WAC 314-02-010(10}).

{d) Entrances to restricted areas may not be wider than ten
feet. If a licensee has more than one entrance along one wall, the
total entrance areas may not exceed ten feet.

(2) "™inor prohibited" signs, as required under WAC 314-11-
060{1), must be posted at each entrance to a restricted area.

{(3) If the business allows minors, the primary entrance must
open directly into a nonrestricted area. Minors must be able to
access restrooms without passing through a restricted area.

(4) Floor plans - When applying for a spirits, beer, and wine
nightclub license, the applicant must provide to the board's
licensing and regulation division two copies of a detailed drawing
of the entire premises. If there will be different floor plans for
different types of events that change the 1location and/or
dimensions of the restricted area{s), the applicant must provide
two copies o0of a detailed drawing for each flocor plan. All
restricted areas must be designated on the floor plan(s) and be
approved by the board. The drawing must be labeled with the type
of event. The drawing must:

{a) Have all rooms labeled according to their use; e.g.,
lounge, dance floor, stage area, foyer, restrooms, etc.; and

(b) Have all barriers labeled in a descriptive way; e.9.,
"full walli," "half wall," etc.

NEW _SECTION

WAC 314-02-038 Can a spirits, beer, and wine nightclub
license exclude persons under twenty-one years of age from the
premises? A spirits, beer, and wine nightclub licensee may exclude
minors from the premises at all times.

(1) To exclude minors from the entire licensed premises at all
times, the applicant must:

(a) Indicate during the liquor license application process
that he/she does not wish to have minors on the entire premises at
all times; or

{b}) If already licensed as a spirits, beer, and wine nightclub
license that allows minors, the licensee may request permission
from the board's licensing and regulation division to exclude
minors at all times. See WAC 314-02-130 for instructions on
regquesting this approval.

(2) Spirits, beer, and wine nightclub licensees who exclude
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minors from the premises may not employ minors. (See WAC 314-11-
040 for more information on employing minors.)

NEW SECTTION

WAC 314-02-039 What type of restrictions may be placed on a
spirits, beer, and wine nightclub license? (1) Local government
may petition the board to request further restrictions be imposed
on a spirits, beer, and wine nightclub license in the interest of
public safety. Public safety does not include items such as noise
ordinances and trash pickup.

{a) The local authority must regquest any additional
restrictions within twenty days from the date of the local
authority notice sent by the board.

A request for additional restrictions must be accompanied by
a written explanation for the restriction and how the restriction
relates to public safety.

{b) If the local authority requests further restrictions on
the license, the board will notify the applicant of the local
authorities' request.

{c} Any restrictions requested by the local authority and
approved by the board may be enforced by the board.

{d} The board may impose the restriction of a "good neighbor
agreement" requested by the local autherity, but will not enforce
agreements between a local authority and liguor licensee or
applicant.

(Z2) The local authority, the applicant, or the licensee may
request an administrative hearing per chapter 34.05 RCW if they
disagree with the decision the board makes on additiocnal
restrictions to the license, based on the interest of public
safety.

AMENDATORY SECTTON (Amending WSR 05-22-022, filed 10/24/05,
effective 11/24/05)

WAC 314-02-045 What is a beer and/or wine restaurant license?
(1) Per RCW 66,224,320 and 66.24.354, +this 1license allows a
restaurant to:

Privilege Annual fee

{(a) Serve beer by the bottle or can or $((209)) 221
by tap for on-premises consumption.
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T/

Privilege -Annual fee
(b) Serve wine for on-premises $((260)) 221
consumption (see RCW 66.24.320

* | regarding patrons removing recorked
wine from the premises).

(¢} Sell beer and/or wine in the $((+26)) 133
original, unopened containers for off-
premises consumption.

{d) Sell tap beer for off-premises In conjunction
consumption in a sanitary container with off-
helding less than four gallons of beer, premises

and brought to the premises by the privilege
purchaser, outlined in

subsection (c).

{e) Sell beer in kegs or other confainers | In conjunction

helding at least four gallons of beer with off-

{see WAC 314-02-115 regarding the premises

requirements for registering kegs). privilege
outlined in

subsection (c).

{(2) All applicants for a beer and/or wine restaurant license
must establish, to the satisfaction of the beoard, that the premises
will operate as a bona fide restaurant, as defined 1in RCW
66.04.010(30). Minimum food service is required, as defined in WAC
314-02-010(12) .

(3) If a beer and/or wine restaurant's dedicated dining area
comprises less than fifteen percent of the total customer service
area, the premises must maintain a tavern license (see WAC 314-0Z2-
070 regarding the tavern license}.

AMENDATORY SECTTON (E—‘smending WSR 00-07-091, filed 3/15/00,
effective 4/15/00)

WAC 314-02-060 What is a caterer's endorsement? (1Ly A
spirits, beer, and wine restaurant and a beer and/or wine
restaurant applicant or licensee may apply for a caterer's
endorsement, in order to extend the on-premises license privilege
to allow the sale and service of ligquor at approved locations other
than the licensed premises. See RCW 66.24.420{(6) and RCW
66.24.320({2) for more information about this endorsement.

) (2) The annual fee for this endorsement is three hundred
( (fFfty) ) eightv-seven dollars.
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AMENDATORY

SECTION

effective 4/15/00)

WAC 314-02-065

66.24.350,

{Amending WSR 00-07-091,

What is a snack bar license?
a snack bar license allows a licensee to serve beer by

3/15/00,

(1) Per RCW

the opened bottle or can for on-premises consumption only.
{Z2) Snack bar licensees must have gnack food, as defined in

WAC 314-02-010(15),

available whenever beer is sold or served.

{3) Snack bars must have designated seating for on-premises
consumpticn of beer,
{4) The annual fee for this license is one hundred ({twetrrty—

five)) thirtv-eight deollars.

AMENDATORY

SECTION

effective 4/15/00)

WAC 314-02-070
66.24.330 and 66.24.354,

(Amending WSR 00-07-091,

What is a tavern license?
this license allows a tavern to:

Privilege Annual fee
(&) Serve beer by the bottle or can or by | $((266)) 221
tap for on-premises consumption.

(b) Serve wine for on-premises $((260)) 221
consumption,

(c) Sell beer and/or wine in the $((E=200) 133

original, unopened containers for off-
premises consumption.

(d) Sell tap beer for off-premises
consumption in a sanitary container
holding less than four gallons of beer,
and brought to the premises by the
purchaser.

In conjunction
with off-
premises
privilege
outlined in
subsection {(¢).

(e) Sell beer in kegs or other containers
holding at least four gallons of beer
(see WAC 314-02-110 regarding the
requirements for registering kegs).

In conjunction
with off-
premises
privilege
outlined in
subsection {c).

3/15/00,

{l) Per RCW

(2) A tavern licensee may not allow persons under twenty-one
years of age on the premises at any time (see RCW 66.44.316 for
information regarding employees and professional musicians under
Lwenty—-one years of age).
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AMENDATORY SECTION (Amending WSR 00-07-091, filed 3/15/00,
effective 4/15/00)

WAC 314-02-09%0 What is a nonprofit arts organization license?
{1) Per RCW 66.24.495, this license allows a bona fide nonprefit
organization to sell beer, wine, and spirits by the individual
serving in conjunction with artistic or cultural exhibitions or
perfermances.

(2) The nonprofit organization must be organized and operated
for the purpose of providing artistic or cultural exhibitions,
presentations, or performances or cultural or art education
programs for viewing by the general public. See RCW 66.24.495(2)
for specific organizational requirements.

(3) Alcohcl sales and consumption may only be conducted in the
lobby area and/or restricted bar area of the premises prior to the
commencement of an exhibition or performance and during
intermission.

Alcohpl s not allowed in the seating areas of the facility.

(4) The annual fee for this license is two hundred fifty
dollars.

AMENDATORY SECTION (Amending WSR 05-22-022, filed 10/24/05,
effective 11/24/05)

WAC 314-02-095 What is a pubklic house license? (1) Per RCW
66.24.580, a public house licensee is allowed to:

(a) Manufacture between two hundred fifty gallons and two
thousand four hundred barrels of beer on the premises per year;

{b}) Serve beer by the bottle or can or by tap for on-premises
consumption; and

{c) Serve wine for on-premises consumption (see RCW 66.24.320
regarding patrcons removing recorked wine from the premises).

{(2) The annual fee for this license is one thousand ocne
hundred five dellars.

{3) If a public house licensee wishes to allow persons under
twenty-one vyvears <f age on the premises, the licensee must meet the
regquirements of a beer and/or wine restaurant license, per WAC 314-
02-045 and 314-02-025.

{(4) Public house licensees may apply for a spirits, beer, and
wine restaurant license, in order to sell spirits by the individual
serving for on-premises consumption {see WAC 314-02-015).
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AMENDATORY SECTION {Amending WSR (00-07-091, filed 3/15/00,
effective 4/15/00)

WAC 314-02-100 What is a grocery store license? (1) Per RCW
66.24.360, a grocery store license allows a licensee to sell beer
and/or wine for off-premises consumption.

{2) The annual fee for this license is one hundred {(fifty))
sixtv-six dollars.

{3) In order to obtain and maintain a grocery store license,
the premises must be stocked with an inventory of at least three
thousand dollars wholesale value of food for human consumption, not
including soft drinks, beer, or wine. This minimum inventory must
be:

fa) Stocked within the confines of the licensed premises; and

{b) Maintained at the premises at all times the business is
licensed, with the exception of:

{1) The beginning and c¢lesing inventory for seasonal
operations; or

{ii) When the inventory is being sold ocut immediately prior to
discontinuing or selling the business.

{4) A grocery store licensee may sell beer in kegs or other
containers holding at least four gallons and less than five and
one~half gallons of beer. See WAC 314-02-115 regarding keg
registration requirements.

{5) A grocery store applicant or licenszee may apply for an
internaticnal exporter endorsement for five hundred dollars a year,
which allows the sale of beer and wine for export to locations
outside the United States.

AMENDATORY SECTION (Amending WSR 04-19-15¢, filed 9/22/04,
effective 10/23/04) '

WAC 314-02-105 What is a beer and/or wine specialty store
license? (1) Per RCW 66.24.371, a beer and/or wine specialty store
license allows a licensee to sell beer and/or wine for off-premises
consumption.

{2) The annual fee for this license is one hundred eleven
dollars.

{3) Qualifications for license--To obtain and maintain a beer
and/or wine specialty store license, the premises must be stocked
with an inventory of beer and/or wine in excess of three thousand
dollars wholesale value. This inventory must be:

{a) Stocked within the confines of the licensed premises; and

{b) Maintained on the premises at all times the premises is
licensed, with the exception of beginning and closing inventory for
seasonal operations or when the inventory is being scold out
immediately prior to discontinuing or selling the business.

f4) Qualifications to sample——-A beer and/or wine specialty
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store licensee may allow customers to sample beer and wine for the
purpose of sales promotion, 1f the primary business is the sale of
beer and/or wine at retail, and the licensee meets the regquirements
outlined in either subsection (a) or subsection (b) of this rule:

(a} A licensee's gross retail sales of beer and/or wine
exceeds fifty percent of all gross sales for the entire business;
or

(b) The licensed premises is a beer and/or wine specialty
store that conducts bona fide cooking classes for the purpose of
pairing beer and/or wine with food, under the following conditions:

{i) The licensee must establish to the satisfaction of the
board that the classes are bona fide cooking courses. The licensee
must charge participants a fee for the course(s).

{ii) The sampling must be limited to a clearly defined area of
the premises.

(iii) The licensee must receive pricr approval from the
board's 1licensing and regulation division before conducting
sampling with coocking classes.

{(iv}) Once approved for sampling, the licensee must provide the
board's enforcement and education division a list of all scheduled
cooking classes during which beer and/or wine samples will be
served. The licensee must notify the board at least forty-eight
hours in advance if classes are added.

{5) Licensees who qualiify for sampling under subsection (4) of
this rule may sample under the following conditiocons:

{a) No more than a total of eight ounces of alcochel may be
provided to a customer during any one wvisgit to the premises;

(b} Bach sample must be two ounces or less; and

(c) No more than one sample of any single brand and type of
beer or wine may be provided to a customer during any one visit to
the premises.

{6) A beer and/or wine specialty store licensee may sell beer
in kegs or other containers holding at least four gallons [ (znd

Tess—theanr fiveamd—ome—thatf—galtons) ) of beer. See WAC 314-02-115

regarding keg registration requirements.

AMENDATORY SECTION (Amending WSR 00-07-091, filed 3/15/00,
effective 4/15/00)

WAC 314-02-125 What types of activities on a licensed
premises require notice to the board? Liquor licensees must notify
their leccal enforcement office in writing at least forty-eight
hours before conducting the following activities:

(1) Male/female dance reviews, subject to the provisions of
WAC ((3—1+6—125)) 314-11-050;

(2} Live boxing or wrestling;

(3) Contests or games where patrons are part of the
entertainment; and )
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(4) Hours of operation in between 2:00 a.m. and 6:00 a.m. for
licensees that sell liqueor for on-premises consumption.

AMENDATORY SECTION
effective 4/15/00)

(Amending WSR 00-07-091, filed 3/15/00,

WAC 314-02-130 What types of changes to a licensed premises
require board approval? The following changes to a licensed
premises require prior board approval, by submitting a form
provided by the board's licensing and regulation division:

Type of alteration

Approval process and
timeline

(L

® excluding persons under
twenty-one years of age
from a spirits, beer, and
wine restaurant or a spirits,
beer, and wine nightclub;
® cxcluding persons under
twenty-one years of age
from the dining arca of a
beer and/or wine
restaurant;

® reclassifying a lounge as
open to persons under
twenty-one years of age;

® extending the location of
alcohol service, such as a
beer parden or patio/deck
service (areas must be
enclosed with a barrier a
minimum of forty-two
inches in height);

® sforing liquor off of the
licensed premises;

® initiating room service -
in a hotel or motel when
the restaurant is not
connected to the hotel or
motel;

¢ installing a pass-through
window for walk-up
customers; and

® using a licensed

premises as an access to
another business.

(a) The board’s licensing
and regulation division
will respond to the request
for alteration within five
business days.

(b) The licensee may
begin liquor service in
conjunction with the
alteration as soon as
approval is received.

(c) Board approval will be
based on the alteration
meeting the requirements
outlined in this title.

[ 13 ]
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Type of alteration

Approval process and
timeline

(2)

® any alteration that
affects the size of a
premises' customer service
area.

{a) The board's licensing
and regulation division
will respond to the
licensee's request for
alteration within five
business days.

{b) The licensee must
contact their local liquor
confrol agent when the
alteration is completed.
(c) The licensee may begin
liquor service in
conjunction with the
alteration after the
completed alteration is
inspected by the liquor
comnirol agent.

(d) Board approval will be
based on the alteration
meeting the requirements
outlined in this title.

[ 14 ]
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# Washington State
i Liquor Control Board

Date: November 4, 2009

To: Sharon Foster, Board Chairman
Ruthann Kurose, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Pat Kohler, Administrative Director
Rick Garza, Deputy Administrator
Alan Rathbun, Director, Licensing and Regulation
Pat Parmer, Chief, Enforcement and Education

Subject: Approval for filing a proposed rules (CR 102) to implement 2009
legislation relating to manufacturers, distributors, importers, and
retailers

The following bills were passed during the 2009 legislative sessions that require
changes in existing administrative rules (WAC) or the development of new rules:

e EHB 2040 — changes in beer and wine regulation including financial
ownership or interest, money’s worth — advertising, price post and hold,
and minimum markup

s SHB 1812 — requirements for wine labels
ESHB 1441 — process for terminating or cancelling agreements between
distributors and producers of malt beverages

» SS5B 5834 — addresses authorized representatives, creates a winery
warehouse, provides new exceptions to tied house

Process

The Rules Coordinator requests approvail to file the notice of proposed rulemaking (CR
102) for the rule making described above. An issue paper on this rulemaking was
presented at the Board meeting on November 4, 2009, and is attached to this order.

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

November 4, 2009 Board is asked to approve filing the proposed rule
making (CR 102 filing). LCB sends notice to rules
distribution list.

November 18, 2009 Code Reviser publishes notice,

December 8, 2009 Public hearing held

December 9, 2009 End of written comment period
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December 16, 2009 Board is asked to adopt rules ,
December 16, 2009 Agency sends notice to those who commented both at
the public hearing and in writing.

December 16, 2009 Agency files adopted rules with the Code Reviser

January 17, 2009 Rules are effective (31 days after filing)
Approve Disapprove
Sharon Foster, Chairman Date
Approve Disapprove

Ruthann Kurose, Board Member Date

Attachment: |lssue Paper

11/4/09
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Washington State Liquor Control Board

Issue Paper

Rule Making to Implement Legislation for
Manufacturers, Distributors, Importers, and Retailers
Date: November 4, 2009

Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this issue paper is to request approval from the Board to file the
notice of proposed rulemaking (CR 102) for rule changes implementing EHB
2040, and SSB 5834.

Why is rule making necessary?
The following bills were passed during the 2009 legislative sessions that require
changes in existing administrative rules (WAC) or the development of new rules:

e EHB 2040 — changes in beer and wine regulation including financial
ownership or interest, money’s worth — advertising, price post and hold,
and minimum markup

s SSB 5834 — addresses authorized representatives, creates a winery
warehouse, provides new exceptions to tied house

Rules are also required to implement the following Interim Board Policy:
o Liquor Control Board Interim Policy #03-2009 — Washington Domestic
Winery Returning Exported Product back to Producing Winery

Background

The Liquor Control Board filed a Pre-Proposal (CR 101) for this rulemaking on
June 3, 2009. The WSLCB now enters into the second step of rule development
by filing proposed rules language with the State Register (CR-102).

What changes are being proposed?

Amendatory Section WAC 314-11-015 — What are my responsibilities
as a liquor licensee? Corrected WAC references for the penalties for
violations.

Amendatory Section WAC 314-11-095 — What records am I required to
keep regarding my licensed premises? Changed the requirement to keep
records from two years to three years to be consistent with federal laws. To
keep all rules regarding general records in one chapter, the language from 314-
12-135 (business entertainment records) was added to this rule.

New Section — WAC 314-11-097 — Credit on nonliquor food items—
Conditions—Recordkeeping. To keep all rules regarding general records in
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one chapter, the language from 314-12-145 (the title of this section) was added
to this chapter by creating a new section.

New Section — WAC 314-12-027 - Financial interest and ownership.
Created a new section to implement the allowance of financial interest and/or
ownership between the tiers. Included examples to explain when a separate
business entity would be required to purchase financial interest or ownership.

Repealed Section — WAC 314-12-135 — Business entertainment—
Records. Moved this language to 314-11-095 in order to keep recordkeeping
rules in one chapter.

Amendatory Section — WAC 314-12-140 — Prohibited practices—
Contract—Gifts—Rebates, etc. Amended this section to reflect changes to
the law in EHB 2040 (manufacturers, distributors, and importers are all included
in the name “industry member”). Plain-talked.

Amendatory Section - WAC 314-12-141 — Courses of instruction.
Amended this section to reflect changes to the law in EHB 2040 (manufacturers,
distributors, and importers are all included in the name “industry member”).

Repealed Section — WAC 314-12-145 - Credit on nonliquor food items—
Conditions—Recordkeeping. Moved this language to 314-11-097 in order to
keep recordkeeping rules in one chapter.

Amendatory Section — WAC 314-13-015 — What method of payment
can a retailer use to purchase beer or wine from an industry member?
Amended this section to reflect changes to the law in EHB 2040 (manufacturers,
distributors, and importers are all included in the name “industry member”).
Revised language regarding initiation and payment of electronic fund transfers
(EFT).

Amendatory Section - WAC 314-13-020 - What if a check, EFT
transaction, or credit/debit card transaction is reported as having
nensufficient funds (NSF)? Amended this section to reflect changes to the
law in EHB 2040 (manufacturers, distributors, and importers are all lncluded in
the name “industry member”).

Amendatory Section — WAC 314-13-025 — How do retail licensees
purchase spirituous liquor at a discount from the board? Added the new
spirits, beer, and wine nightclub license to the list of licensees that must
purchase spirituous liquor from the board at a fifteen percent discount.
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Amendatory Section — WAC 314-19-015 — What are the monthly
reporting and tax payment requirements? Added language to implement
interim board policy #01-2009 (Washington domestic wineries returning
exported product back to the producing winery).

Amendatory Section — WAC 314-19-035 — Reduced tax rate for beer.
Added language to implement a change in the tax rate for strong beer (effective
in 2003). Strong beer is any malt beverage that contains more than 8% alcohol
by weight.

Amendatory Section — WAC 314-20-001 - Definitions. Revised the
definition of “authorized representative”.

Amendatory Section — WAC 314-20-050 — Beer distributors—
Importers—Brewers—Records--Preservation. Revised language to
required three years records be kept to be consistent with the federal laws.

Amendatory Section — WAC 314-20-100 — Beer suppliers and
distributors. The title of this section was previously “price postings”. Revised
language to remove price posting requirements and added a requirement that a
“price list” be available at the suppliers and distributors liquor licensed location.
Defines “price list”. Added language requiring all prices be available to all retail
licensees and all retail licensees must be given reasonable notice of all prices and
changes in price. Plain talked.

Amendatory Section — WAC 314-24-001 — Definitions. Revised the
definition of “authorized representative”.

Amendatory section — WAC 314-24-070 — Domestic wineries—Purchase
and use of bulk wines, brandy or wine spirits—Import permit
required—Records—Wine returned to Washington. Added subsection (3)
to implement interim board policy #03-2009 (Washington domestic winery
returning exported product back to producing winery).

New Section — WAC 314-24-207 — Winery warehouse license. Added a
new section to implement the winery warehouse license requirements.

Amendatory section — WAC 314-24-150 — Wine records—Preservation.
Revised language to required three years records be kept to be consistent with
the federal laws.

Amendatory section — WAC 314-24-190 — Wine suppliers and

distributors. The title of this section was previously “price postings”. Revised
language to remove price posting requirements and added a requirement that a
“price list” be available at the suppliers and distributors liquor licensed location.
Defines “price list”. Added language requiring all prices be available to all retail
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licensees and all retail licensees must be given reasonable notice of all prices and
changes in price. Plain talked. '

Amendatory section — WAC 314-24-210 — Retuin of wine by ietailer—
Replacement—Conditions. Revised language to required three years records
be kept to be consistent with the federal laws.

Amendatory section — WAC 314-44-005 — Agént's license required—
Eligible employees defined—Certain classes limited—Bona fide entity
defined—Prohibited practices. Plain talked.

Amendatory section — WAC 314-44-015 — Agency license limited
authority. Plain talked.

Amendatory section - WAC 314-52-080 — Novelty advertising. Added
language to implement the allowance in EHB 2040 regarding novelty branded
promotional advertising items of nominal value. Industry members may provide
these items to retailers. Included language regarding action by the board if a
complaint is filed by any industry member, retailer, or any other person asserting
the provision of branded promotional items has resulted in or is more likely than
not to result in undue influence or an adverse impact on public health and
safety.

Attachment:  Proposed rules
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AMENDATCRY SECTION (Amending WSR 04-15-162, filed 7/21/04,
effective 8/21/04)

WAC 314-11-015 What are my responsibilities as a ligquor
licensee? (1) (a) Ligquor licensees are responsible for the
operation of their licensed premises in compliance with the liquor
laws and rules of the board (Title 66 RCW and Title 314 WAC). Any
violations committed or permitted by employees will be treated by
the board as viclations committed or permitted by the licensee.

(b) The penalties for violations of liquor laws or rules are
in: WAC ((34—12—366)) 314-29-015 through ((3+H4~12-340)) 314-29-
035, as now or hereafter amended, for licensees; and WAC 314-17-105
and 314-17-110, as now or hereafter amended, for employees who hold
mandatory alcchol server training permits. These rules also
outline aggravating and mitigating circumstances that may affect
what penalty is applied if a licensee or employee violates a liquor
law or rule.

{2} Licensees and their employees also have the responsibility
to conduct the licensed premises in compliance with the feollowing
laws, as they now exist or may later be amended:

n Titles 9 and 92 RCW, the criminal code laws;

u Title 69 RCW, which outlines the laws regarding controlled
substances; and

L Titles 70.155, 82.24 RCW, and RCW 26.28.080 which ocutline laws
regarding tobacco.

{3) Licensees have the responsibility to control their conduct
and the conduct of employees and patrons on the premises at all
times. "Except as otherwise provided by law, licensees or employees
may not:

fa) Be disorderly or apparently intoxicated on the licensed
premises;

{(b) Permit any disorderly person to remain on the licensed
premises;

{c) Engage in or allow behavior that provcockes conduct which
presents a threat to public safety:;

(d) Consume iiguor cof any kind while working on the licensed
premises; except that:

{i) Licensed beer manufacturers and their employees may sample
beer of their own manufacture for manufacturing, evaluating or
pricing product in areas where the public is not served, so long as
the licensee or employee does not become apparently intoxicated;

(ii) Licensed wine manufacturers and their employees may:

(A) Sample wine for manufacturing, evaluating, or pricing
product, so long as the licensee or emplovee does not become
apparently intoxicated; and the licensee or employee who isg
sampling for these purposes is not also engaged in serving alcohol
to the public; and
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(B) Sample wine of their own manufacture for quality control
or consumer education purposes, so long as the licensee or employee
~does not become apparently intoxicated.

{e) Engage in, or permit any employee or other person to
engage in, conduct on the licensed premises which is prohibited by
any portion of Titles 9, %A, or 69 RCW; or

(f} Sell or serve liquer by means of "drive-in" or by "curb
service."

(4) Licensees have the responsibility to contrel the
interaction between the licensee or employee and their patrons. At
a minimum, licensees or employees may not:

{a) Solicit any patron to purchase any beverage for the
licensee or employee, cor allow a person Lo remain on the premises
for such purpose;

{(b) Spend time or dance with, or permit any person to spend
time or dance with, any patron for direct or indirect compensation
by a patron.

(c) See WAC 314-11-050 for further guidelines on prohibited
conduct.

AMENDATORY SECTION {Amending WSR 02-11-054, filed 5/9/02, effective
6/9/02)

WAC 314-11-095 What records am I required to keep regarding
my licensed premises? Licensees are responsible to keep records
that clearly reflect all financial transactions and the financial
condition of the business.

{1) 211 industry members and retailers shall keep and maintain
the following records on their premises for a three-year period and
the receords must be made available for inspecticon if requested by
an employee of the liquor control beoard, or by a person appointed
in writing by the board for the purposes of adwministering or
enforcing any provisions of Title 66 RCW cor Title 314 WAC:

{a) Purchase invoices and supporting documents, to include the
items and/or services purchased, from whom the items were
purchased, and the date of purchase;

(b) Bank statements and ((carmceilted) ) canceled checks for any
accounts relating to the licensed business;

{c) Accounting and tax records related to the licensed
business and each true party of interest in the liquor license;
( (atret) )

{d) Records of all financial transactions related to the
licensed business, including contracts and/or agreements for
services performed or received that relate to the licensed
business; :

(e} Records of all items, serwvices, and wmoneys' worth
furnished to and received by a retailer and of all items, services,
and moneys' worth provided to a retailer and purchased by a
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retailer at fair market value:

{f) Records of alli industry member financial ownership or
interests in a retailer and of all retailer financial ownership
interests in an industry member; and

{g) Business entertainment records of industry members or
their employees who provide either food, beverages, transportation,
tickets or admission fees for or at athletic events or for other
forms of entertainment to retail licensees and/or their employees.

(2) BSee ({(tle—forfowimy)) additional rules for ((record
keepinmg)) recordkeeping requirements specific to breweries and
wineries: WAC 314-20-015(2), 314-20-050, 314-24-100, and 314-24-
150 (as now or hereafter amended).

NEW SECTION

WAC 314-11-097 Credit on nonligquor food items--Conditions--
Recordkeeping. (1) Notwithstanding the provisions of WAC 314-12-
140, persons licensed under RCW 66.24.200 as wine distributors and
persons licensed under RCW 66.24.250 as bheer distributors may sell
at wholesale nonliquor food products on thirty days' credit terms
to retailers. Complete and separate accounting recerds shall be
maintained for a period cf three years on all sales of noenliguor
food products to ensure that such persons are in compliance with
RCW 66.28.010.

{2) Nonligquor food products include all food products for
human consumption as defined in RCW 82.08.0293 as it exists on July
1, 1987, except that for the purposes of this section bottled water
and carbonated beverages, whether liquid or frozen, shall be
considered food products.

(3} For the purpose of this section, the period of credit is
calculated as the time elapsing between the date of delivery of the
product and the date of full legal discharge of the retailer,
through the payment of <cash or its equivalent, from all
indebtedness arising from the transaction.

(4} If the board finds in any instance that any licensee has
violated this section by extending or receiving credit in excess of
the thirty days as provided for by this section, then all licensees
involved shall be held equally responsible for such wviolation,
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NEW SECTION

WAC 314-12-027 Financial interest and ownership. Pursuant to
the exceptions in chapter 66.28 RCW:

{1) An industry member or affiliate may have a financial
interest in another industry member or a retailer, and a retailer
or affiliate may have financial interest in an industry member
unless such interest has resulted or is more likely than not to
result in: )

{a) Undue influence over the retailer or the industry member;
or

{b) An adverse impact on public health and safety.

{2) The structure of any such financial interest must be
consistent with the following:

{a) An industry member in whose name a license or COA has been
issued pursuant to this title may wholly own or hold a financial
interest in a separate legal entity licensed pursuant to RCW
66.24.320 through 66.24.570, but the industry member must form a
separate legal entity to apply for the retail liquor license.

Example: ABC Inc. is the liquor licensee for ABRC Winery. ABC
Inc. has two officers and stockholders; John Doe, President and 50%
stockholder, and Mary Smith, Secretary and 50% stockholder. ARC
Inc. wants to purchase stock in a retail restaurant. ABC Inc. is
not required to form a separate legal entity if the amount of stock
purchased is 10% or less. If the amount of stock purchased is more
than 10%, ABC Inc. must fcorm a separate legal entity to purchase
the stock. John Doe and/or Mary Smith as a sole proprieter, could
purchase any amount of stock in a retail restaurant;

(b)) A retailer in whose name a license has been issued
pursuant to this title may wholly own or hold a financial interest
in manufacturer, importer, or distributor licensed under RCW
66.24.170, 66.24.206, 66.24.240, 66.24.244, 66.24.,270(2),
66.24.200, or 66.24.250, but the retailer must form a separate
legal entity to apply for the nonretail liquor license. )

Example: Joe and Jane Smith own a grocery store and hold a
grocery store liquor license under a sole proprietor legal entity.
They want to purchase stock in a local winery. Joe and Jane Smith
are not required to form a separate legal entity if the amount of
stock purchased is 10% or less. If the amount of stock purchased
is more than 10%, Joe and Jane Smith must form a separate legal
entity (such as a corporation or limited liability company) to
purchase the stock in the winery:

{(c}) A supplier in whose name a license or certificate of
approval has been issued pursuant to this title mayv wholly own or
hold a financial interest in a separate legal entity licensed as a
distributor or importer under this title, but such supplier may not
have a license as a distributcr or importer issued in its own name.
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Example: ABC Inc. is the liquor licensee for ABC Winery. ABC
Inc. has two officers and stockholders; John Doe, President and 50%
stockholder, and Mary Smith, Secretary and 50% stockholder. ABC
Inc. wants to purchase stock in a distributor. ABC Inc. is not
required te form a separate legal entity if the amount of stock
purchased is 10% or less. If the amount of stock purchased is more
than 10%, ABC Inc. must form a separate legal entity to purchase
the stock. John Doe and/or Mary Smith as a sole-proprietor, could
purchase any amount of stock in a distributor;

(d} A distributor or impcerter in whose name a license has been
issued pursuant to this title may wholly own or hold a financial
interest 1in a separate legal entity licensed or helding a
certificate of approval as a supplier under this title, but such
distributor or importer may not have a license or certificate of
approval as a supplier issued in its own name.

Example: B&W Distributing, TLC is the ligquor licensee for BW
Distributing. B&W Distributing, LLC wants to purchase stock in ABC
Winery. B&W Distributing, LLC is nol required to form a separate
legal entity if the amount of steock purchased is 10% or less. If
the amount of stock purchased is meore than 10%, B&W Distributing,
LLC must form a separate legal entity to purchase the stock in the
winery.

(3) Any person may request a determination by the board as to
whether a proposed or existing financial interest has resulted or
is more 1likely than not to zresult in undue influence or has
resulted or is more likely than not to result in an adverse impact
on public health and safety by filing a complaint or request for
determination with the board.

(a} The beoard may conduct an investigation as it deems
appropriate in the circumstances.

(b) If the investigation reveals the financial interest has
resulted or is more likely than not to result in undue influence or
an adverse impact on public health or safety, the board may issue
an administrative violation notice or a notice of intent to deny
the license to the industry member, the retailer, or both.

The recipient of the administrative violation notice or notice
of intent to deny the license may request an administrative hearing
under chapter 34.05 RCW.

AMENDATORY SECTION (Amending WSR 01-06-015, filed 2/26/01,
effective 3/29/01)

WAC 314-12-140 Prohibited practices--Contracts--Gifts--
Rebates, etec. {1} No [({comtract—shasitr—bermade—or—entered—into

7 = o
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LlClJ'. VE.L_y Uf l_;.LiL.LU.L tU O..lly J.t'_'tcl.;_l li\.«cllDCC. PJ_UVJI_\J.CL}., Thdt) )
industry member or retailer shall enter into any agreement which
causes undue influence over another retailer or industrv member.
This regulation shall not be construed as prohibiting the placing
and accepting of orders for the purchase and delivery of liguor
which are made in accordance with the usual and common business
practice and which are otherwise 1in compliance with the
regulations.

(("(ﬂ'}')) __(;)_ No ((mauufaptL_ALCJ_, dibtu_ibutu.s., oUr Jl.lllLJUJ.tCJ., Ur
tfrs—employeer) ) industry member shall ( (directivyv—or—imdrectiy
et : , i . :
enmptoyee—therecf—or—ar—appticant—for—aTtteemrse—ary) ) advance and
no retailer, any employee theveof, cor applicant for a retail liguor
license shall receive money or money's worth under any written or

unwritten agreement or any other business practice or arrangement
such as:

{a) Gifts((7) )L

A{b) Discounts( (7))L

{c) Toans of money ({7+)):

{d) Premiums ( (7))L

te) Rebates((7))L

{f) Free liquor of any kind{((+)): or

(g) reats or services of any nature whatsoever((, TToT—Stra T

n "I | . 1 ] o LI H o :
LI S B il - o W L vy e P & N i LI L L L LYy UL T TL,, LT VE 1 TUNL UL vVeETUL

ol ad . £ L ] . .l s - o Lo
VL LTl L) dll'y Mol dC T UL, U Lo UL P or UL LU L LE L, UL J Y

4 , o 1 1 ~ . 1
emproyee T —alT s rscounts—Toers—otmore TenTTS T relates
7 7 7 7 T 7

fJ_CC 1_;.\.:|_LLUJ_ Uf O.J.l_y }‘le_.Ll\_}., tj_ﬁd.tb L. DCLVik_.CD Uf O.ll_y .l.lCltL.lLC
whatsoever;)) except such services as are authorized 1n this
regulation.

((4r)) ((3) Pursuant to RCW 66.28.010 ( (m—marmafacturers
distributeor—importer;) ) an industry member or ({his)) licensed
agent may perform the following services for a retailer:

fa) Build, rotate, and restock displays, utilizing filled
cases, filled bottles or filled cans of {((d&rs)) its own brands
only, from stock or inventory owned by the retailer.

i{b) Rotate, rearrange or replenish bottles or cans of { (iris))
its own brands on shelves or in the refrigerators but is prohibkited
from rearranging or moving displays of ((¥t=)} its products in such
a manner as to cover up, hide or reduce the space of display of the

products of any other ((ﬂmﬂnfactnrer——dtstrrbub&r—ﬁr—ﬁmmmmter+

industrv member,

{c) Industry members or any employees thereof may move or
handle in any manner any products of any other manufacturer,
importer or distributer on the premises ¢f any retail licensee when
( (ressomabte)) a two—-davy notice 1is given to other interested
{ (mamafacturers;—distributors)) industry members or their agents
and such activity occurs during normal business hours or upon hours
that are mutually agreed.

{ (b)) (d} Provide price cards and may also price goods of
{(ris)) its own brands in accordance with the usual and common
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business practice and which are otherwise in compliance with the
regulations.

({(+=¥)) ({e) Provide point of sale advertising material and
brand signs. -

((+r)) (Ff) Provide sales analysis of beer and wine products
based on statistical sales data woluntarily provided by the
retailer involved for the purpose of proposing a schematic display
for beer and wine products. Any statistical sales data provided by
retailers for this purpose shall be at no charge.

((feF)) ({a) Such services may be rendered only upon the
specific approval of the retail licensee. Displays and advertising
material installed or supplied for use on a retailer's premises
must be in conformity with the board's advertising rules as set
forth in chapter 314-52 WAC.

( (ﬁﬁ') ) ! 2 No ( (ul.auu.fautuL =y cHs -ttt I3 _;.J.I.lJ_JU.L tcL, ) )
industry member or employee thereof shall, directly or indirectly,
give, furnish, rent or lend to, or receive from, any ({retatt

YTicensews)) retailer, any equipment, fixtures, supplies or property
of any kind, nor shall any retail licensee, directly or indirectly,

receive, lease or borrow from, or give or offer to, any
{ (mamrfesctarer;—dstribowtor—er—import=r) ) industry member any
equipment, fixtures, supplies or preoperty of any kind. Sales

authorized in this regulation shall be made on a cash on delivery
basis only.

{(+61) ) {5) No ( (menmufacturer—or—distributer) ) industry member
or employee thereof shall sell to any retail licensee or solicit
from any such licensee any order for any liquor tied in with, or
contingent upon, - the retailer's purchase of some other beverage,
alcoholic or otherwise, or any other merchandise, propertLy or
service,

( (<)) 416) In selling equipment, fixtures, supplies or
commodities other than liquor, no ((manmufacturer;,—distributor—or
importer)) industry member shall grant to ((retatri—tcemsees)) any
retailer, nor shall such ((IIvens=es)) retailer accept, more
favorable prices than those extended to nonlicensed retailers. The
price thereof shall be not less than the ((manufactorer‘s-
importertsy o cHstribatorts) ) industrv  member's cost of
acgquisition. In nec event shall credit be extended to any ({{(reteaii
tTieenses) ) retailer,

( ('('8')') ) _(lL Any ( (llldllufdbtuJ_CJ_, st rHrator—or J..J.ll}_JU.LJ\__CJ_) )
industry member who sells what is commonly referred to as heavy
equipment and fixtures, such as counters, back bars, stools,
chairs, tables, sinks, refrigerdtors or cooling boxes and similar
articles, shall immediately after making any such sales have on
file and available for inspection ((foreccordarce—witirWace33H4—26—

O56) )._records including a copy of the invoice covering each such
sale, which invoice shall contain the following information:

{a) A complete description of the articles sold({(7)).:

(b) The purchase price of each unit sold together with the
total amount of the sale{ (7))}

(c) Transportation costs and services rendered in connection
with the installation of such articles((+)); and
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( (Stred Trvotee—statt l.'th)) (d} The date of such sale and
affirm that full cash payment for such articles was received from
the retailer as provided in subsection ((+5F)) (4) of this section.

((€9¥)) (8) If the board finds in any instance that any
licensee has viclated this regulation, then all licenses involwved
shall be held equally responsible for such violation.

Note: WAC 314-12-140 is not intended to be a relaxation in any respect of section 90 of the Liquor Act (RCW 66.28.010). Asaword of
caution to persons desiring to avail themselves of the opportunity to sell to retail licensees fixtures, equipment and supplies subject
to the conditions and restrictions provided in section 90 of the act and the foregoing regulation, notice is hercby given that, if at any
time such privilege is abused or experience proves that as a matter of policy it should be further curtailed or eliminated completely,
the board will be free to impose added restrictions or to limit all manufacturers and distributors solely to the sale of Jiquor when
dealing with retail licensees. WAC 314-12-140 shall not be considered as granting any vested right to any person, and persons who
engage in the business of selling to retail licensees property or merchandise of any nature voluntarily assume the risk of being
divested of that privilege and they will undertake such business subject to this understanding. The board also cautions that certain
trade practices are prohibited by rulings issued under the Federal Aleohol Administration Act by the United States Bureauof Alcohol,
Tobacco and Firearms, and WAC 314-12-140 is not intended to conflict with such rulings or other requirements of federal law or
regulations.

AMENDATORY SECTION (Amending WSR 98-18-097, filed 9/2/98, effective
10/3/98)

WAC 314-12-141 Courses of instruction. ((Brewertfes—wirertes
armt—distriboters) ) Industry  members conducting courses of
instruction as authorized by RCW 66.28.150 may provide alcohol at
-no charge to licensees of the board, their employees, and invited
guests who have a 1legitimate Dbusiness interest in the
manufacturing, importing, distributing and retailing of liguor.

REPEALER
The following sections of the Washington Administrative Code
are repealed:

WAC 314-12-135 Business entertainment--Records.
WAC 314-12-145 Credit on nonliquor food items-—-
Conditions--Recordkeeping.
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AMENDATORY SECTION (Amending WSR 07-02-076, filed 12/29/06,
effective 1/29/07)

WAC 314-19-015 What are the monthly reporting and tax payment
requirements? (1) The required monthly beer and/or wine tax
reports must be:

{2} On a form furnished by the board or in a format approved
by the board;

{b) Filed every month, including months with no activity or
taxes due;

{(c} Submitted, with the tax due, to the board on or before the
twentieth day of each month, for the previous menth (for example,
a report listing transactions for the month of January is due by
February 20). When the twentieth day of the month falls on a
Saturday, Sunday, or a legal holiday, the filing must be postmarked
by the U.S. Postal Service no later than the next postal business
day; and

(d) Filed separately for each type of liquor license or permit

held.
Type of Licensee Tax Payment Requirements
(2) Washington beer {a} Distributors must pay taxes on all
and/or wine beer and/or wine received during the
distributor preceding calendar month, including samples

received at no charge (see WAC 314-64-080
and 314-64-0%90 for more information). The
| total tax due (per barrel for beer and per liter
for winc) is to be paid by the first distributor
1o receive the product and must be included
with the monthly report.

(b) Distributors do not pay taxes on
beer and/or wine received from another in-
state licensed distributor who has already
paid the Washington state tax on the product.

{c} Distributors may claim a tax refund
or credit, provided that they have paid the
taxes prior to claiming the credit, for the
following (see WAC 314-19-030 for
information on claiming a tax refund or
credit):

(i) Shipments exported directly to a
point outside the state of Washington,
ncluding sales to inferstate common carriers;

(ii) Sales to any military reservation in
‘Washington state;

(iii) Product that is deemed unsalable
due to freight damage, product quality, or
other causes that occurred prior to receipt by
the distributor, subject to the following
conditions:

(A) The unsalable product must be
destroyed within the state of Washington (per
RCW 66.24.305),
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Type of Licensee

Tax Payment Requirements

(B} The Heensee must notify their local
liquor enforcement ofiicer in advance for
destruction of more than fifty cases of wine
or two hundred cases of beer;

(C) The ticensee must report the
destroyed product on the next required
monthly report;

(D) The licensee must keep records
showing the reason for the destruction and an
inventory of products destroyed. These
records must be kept on the licensed
premises and available for inspection by
board employees for a period of two years;
and

(IZ) The licensee must provide
documentation from the freight company
with the report if they are claiming a credit
due to freight damage.

(3) Washington beer
and/or wine importers

Importers must pay taxes on samples
received during the preceding calendar
month, as follows:

(a) If the samples are used.by the
importer within the state of Washington, the
importer iust pay the tax.

{b) If samples are provided foa
distributor, the distribattor must pay the tax.

{4) Domestic
breweries,
microbrewaerics, and
domestic wineries

{a) Domestic breweries,
microbreweries, and domestic wineries must
list preduction for the current manth only.
The brewery that the domestic brewery/brand
owner contracts with is required to include
any produets they produce for the brand
owner in their production count.

(b) Domestic breweries,
microbreweries, and dumestic wineries must
pay taxes on beer andfor wine that is:

(i} Sold at retail on the licensed
premises {or shipped to additional winery
locattons as authorized by RCW
66.24.170(4)), including retail sales to out-
of-state residents;

(ii) Sold to retail licensees;

(iii) Furnished as samples to retail
licensees as authorized by RCW 66.28.040,
WAC 314-64-080, and 3 14-64-090 {does not
include samples provided te distributors);

(iv) Provided as donations to qualifying
501 {c)(3) or (6) nonprofit organizations per
RCW 66.28.040 or to the Washington wine -
commission per RCW 66.12.180 and
66.24.210,

(v} Received via an interplant transfer if
used as outlined in above subsections (i), {ii),
(iii), or {iv); ({er))

(vi) Sold at farmers markets as
authorized by RCW 66.24.170(5),
66.24.240(4) and/or 66.24.244(5); or

{vii) Wine that has been shipped out-of-
state as nontax paid export and retumed to
Washington state if used as outlined in {b)(i),
(ii), (iii}, {iv), or {vi) of this subsection,

(¢) Domestic breweries,
mucrobreweries, and dotnestic wineries do
not pay tax on beer and/or wine that is;

(i) Sold to distributors;

[ 2]
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Type of Licensee

Tax Payment Requnirements

(ii) Shipped out of a particular location
for an interplant transfer;

{iii) Exported directly to a point oulside
the state of Washingfon, including sales to
interstate common carriers;

{iv) Sold to the Washington state liquor
control board,

(v) Sold to any military reservation in
Washington state; or

(vi) Provided as a tasting on the
brewery or winery premises or at additional
winery locations at no charge, as authorized
by RCW 66.24.170(4). See WAC 314-19-
010(3) for the definition of "tastings.”

(5) Domestic
brewery--Brand
owners

(2} Domestic brewery-brand owners
must file a report showing the quantity of all
beer sold or delivered to each licensed beer
distributor, or beer exported directly to a
point outside the state of Washington, during
the preceding month,

(b) Domestic brewery-brand owmners are
not responsible for the tax on beer that iz
contract produced.

(6) Out-of-state beer
and/or wine certificate
of approval holders

(a) Certificate of approval holders must
file a report showing the quantity of all beer
and/or wine sold or delivered to each
licensed beer or wine distributor or importer,
including samples, during the preceding
month.

(b) Tax is due from the certificate of
approval holder:

(i) On samples shipped to licensed
agents, and

(i} On donations to the Washington
wine commission per RCW 66.12.180 and
66.24 210 or ta 501 (c)3) nonprofit
charitable associations within Washington
state per RCW 66.28.040.

(7) Out-of-state
United States beer
and/or wine certificate
of approval helders
with a direct shipping
to Washington retailer
endorsement

(a) Certificate of approval holders with
this endorsement must file an addendum
report showing the quantity of beer and/or
wine sold or delivered to each licensed
retailer, including samples, during the
preceding month.

{b) Tax is due from the certificate of
approval holder on beer and/or wine sold or
delivered io retail licensees and on sales Lo
nonprofit charitable associations.

(8) Out-of-state
United States wine
certificate of approval
holders with a direct
shipping to consumers

{a) A certificate of approval holder with
this endorsement must report the total
quantity of wine sold to consumers in
Washington state during the preceding
month.

d . ,
endorsement {b) Tax is due from the certificate of
approval holder on wine sold or delivered to
Washington state residents.
(9} Authorized {a) Authorized representative certificate
representative of approval holders must file a report

certificate of approval
holders-U.S. and/or

foreign produced beer
or wine .

showing the quantity of all beer and/or wine
sold or delivered to each licensed beer or
wine distributor or importer, including
samples. They must list the brewery and/for
winery that they represent and that had
shipments into Washington state during the
preceding month.

[ 3]
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AMENDATORY SECTION (Amending WSR 04-24-097, filed 12/1/04,
effective 1/1/05)

WAC 314-20-001 Definitions. ((t%y)) Per RCW 66.04,010{(2), an
"authorized representative" means a person who:

{((tar)) {1) Ts required to have a federal basic permit issued
by the alcchol and tobacco tax and trade bureau;

({(tBr)) {2) Has its business located in the United States
outside of the state of Washington:

((ft=r)) A3) Acquires ownership of beer that is produced

anywhere outside Washington by a brewery {((which—does—rmot—irott—=
et it rearte—erfE ctpbu_uval st b_y e bucu_d,)) who does not
distribute those brands for transportation inte and resale in the
state of Washington{ (=)}

{ () (4) Is appeinted by the brewery referenced in ( {(t=F))
subsection (3) of this ({strsection)) section as its ( (exchusive))
authorized representative for marketing and selling its products
within the United States or within Washington state, in accordance
with a written agreement between the authorized representative and
the brewery. ({The e rive—th Triremnert—fT TE e

3 g . g o 4 h s
IHMa L ACTUNg PLidU L ILTS ULl LEL oedlnln DITURITRCTSS ) )

AMENDATORY SECTION (Amending WSR 07-02-076, filed 12/25/06,
effective 1/29/07)

WAC 314-20-050 Beer distributors--Importers--Brewers--
Records—--Preservation. (1} Brewerles, microbreweries, beer
certificate of approval holders, and beer distributors must keep
beer accounts separate and independent from other accounts and
maintain proper records in a form approved by the board, showing
all transactions in beer.

) (2} Breweries, microbreweries, beer distributors, and beer
~importers must in case of beer exported or heer scld, transferred
or shipped to ancther distribulor, preserve all bills of lading or
other evidence of shipment for a period of ({two)) three vyears
after such exportation, and must in the case of sales to retailers
presexve all sales slips and keep the same on file in the office of
the wholesaler for at least {{two}) three years after each sale.

(3) Each brewery, beer distributecr, and beer importer may
maintain micrefilm records containing reproductions (including
microfiche) of any record, document, or report if first approved by
the board. Reguest for approval shall be directed to the financial
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division of the Washington state liqueor control board and must
include the following information:

(a) Records proposed to be reproduced,

{b) Reproduction process.

{c) Manner of preserving the reproduction. _

{d) Facilities provided for examining or viewing such
reproduction,

Tf the request is approved, the licensee shall provide for the
examining, viewing, and reproduction of such records the same as if
they were the coriginal records.

{4) If the brewery, beer distributor, or beer importer keeps
records within an autcomated data processing (ADP) system, the
system must include a method for producing legible rececrds that
will provide the same information required of that type of record
within this section. The ADP system is acceptable if it complies
with the following guidelines:

(a) Provides an audit trail so that details (invoices and
vouchers) underlying the summary accounting data may be identified
and made available upon reguest.

(b) Provides the opportunity to trace any transaction back to
the criginal source or forward to a final total. If printouts of
transactions are not made when they are processed, the system must
have the ability to reconstruct these transacticns.

{c) Has available a full description of the ADP portion of the
accounting system. This should show the applications being
performed, the procedures employed in each application, and the
controls used to ensure accurate and reliable processing.

(5) The provisions contained in subsections (3) and (4} of
this section do not eliminate the requirement to maintain source
documents, but they do allow the source documents to be maintained
in some other location.

AMENDATORY SECTION {Amending WSR 07-02-076, filed 12/29/06,
effective 1/29/07)

WAC 314-20-100 Beer suppliers and distributors ((price
postings)). RCW 66.28.180 requires beer distributors and suppliers
to ({fiterpricepostings—withthelboard)) maintain all current and
prior price lists at its liquer licensed location.

(1) Definitioms--For the purposes of this chapter:

(a) B ( (Meer lJJ_J..L,C Puotiug" e "L_u_.i.\.c yuotiu\__j")) "price list"
means a declaration of the priceg ((uf Freerr——sot—Fronr—= -‘:!u.j_JLJlJ‘.CJ. e,
gtstriboteor—or—fromea—<distributor—to v —retaiter— it effect—s
titedwith tihe—Tiguor—conrtrot—voerd—eirtirer—tectroricartty—or—trerd—

s rf = Prtte AC) ) at

4 . Ci
which any and all brands of beer and any and all packages within a
brand are to be sc¢ld by the person wmaintaining _the list.

Distributors must maintain a price list showing all such prices for

Y OITCIC TOITS W og O
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sales to retailers. FEach manufacturer functioning as a distributor

must maintain a price list showing all such prices for sales to
retailers as well as showing such prices for sales to distributors.

The price list will contain the wholesale prices at which any and
all brands of beer sold by the supplier or distributor shall be
available to retailers within the state.

{b) A "beer supplier" means a microbrewery, domestic brewery,
certificate of approval holder, beer importer, beer distributor
acting as the first United States importer, or a distributor
selling beer to another distributor.

fc) A "beer distributor" means a distributor selling te a
retailer, a domestic brewery acting as a distributor, a
microbrewery acting as a distributor, or a certificate of approval
holder with a direct shipping to Washington retailer endorsement
selling beer of its own production to a retailer.

(2y | (Filiug gt ires

Ll . - J by J -
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Fa'l J 3 fa 3 1 i | i ) 1 1 = ] . W 3
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e el 3 : A : : . 1
- . i il 1 b
4 r—No—changes—from previcus—montlh—ff—=—tbeer—supptisr—or

|

L 1 1 1 H e ] . 13 . :
L1 4l ap /LUy ol L LU PO L LTI, LI P Lo Wit i LIl LIl TIT

h

ast
ffc: LLFL Cclbll DU.R.,L.,CUKJ‘.J..].J.\:] LJUDtJ‘._ll\:j bJCJ_ J‘.Ud U..lltJ..l a LCV.LDCL,}. _EJ_LJI_L»C
; . fiiod : -
+5—Temporary)) Products and price ((reductions)) lists--If a
beer supplier or distributor ((filespricepostirgs—that)) lists
selected items on which prices are tenmporarily reduced ((for—ome
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posting—pericd—onty) ), these prices ({postirmgs)) must clearly
reflect all items((3+}) and the selllng prlce((——aﬁd—the*pnsttﬁg

.- | o u} . 1 by TN Y
MU LU L WIT L ULT L.J.J.C bJJ_.J_.L.r\:‘ J_ﬁuu.'«_,L.J_Ul.lD WJ.._LJ_ JJC J.lJ. C,L.L(‘J’ub- 3™ l,llC

' - e 1
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effecttve) ). All products must be made available to all retail
licensees to the extent it is reasonably practical to do so and all

retail licensees must be given reasonable notice of all prices and
price changes.

({(t671)) (3) Distributor changes--

(a) The feollewing guidelines apply when a beer supplier makes
a distributor change outside of the regular distributor appcintment
timelines {(owttirmed—tr—subsectionr 2o this—roter

++r) ). The supplier must notify the board in writing that
he/she wishes to change his/her current distributor and appoint a
new distributor tec be effective immediately.

abte—to post—his/herown prices—during—the next—regutar—postirmy

PR 1 \| a_L . L . 3 o ol h 3 e, o e
ClIC il Al /UL LOL L s Ty L1l LU L SN e BAT L WP N RN BN P ML | S W LN I S LITE

(b) A beer supplier must notify the bocard if any of the
contracts or agreements listed in this rule are revised or

termlnated by elther party { (Blre—poard eyt ratety—autiorize

-=)) (4) Prlce ((Post:ngs)) llsts for new dlstrlbutors——When
the board issues a new beer distributor license, the licensee { (m=ay

with—=ati—otirer—prrticelrte—tdaws—art—ruotes) ) must have a price list

available.

((t8F)) (5) Accommodation sales--The provisions of this rule
dQ not apply((, arrret fil_la.uga gre—Iorh J.CL:[LJ..LLEL},)) when a beer
distributor makes an accommodation sale to another beer distributor
and this sale is made at a selling price that does not exceed the
laid-in cost of the beer being sold. Accommodation sales may only
be made when the distributor purchasing the beer is an appointed
distributor of the supplier, when the distributor is an authorized
purchaser o¢f the brand and product being socold, and when the
supplying distributor is appointed by the supplier.
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¢« Washington State
| Liquor Control Board

Date: November 4, 2009

To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member

From: Karen E\/lcCa[I, Agency Rules Coordinator

o O

< T EIR NN |
Copy: Pat Kohler, Administrative Director
Rick Garza, Deputy Administrator
Alan Rathbun, Director, Licensing and Regulation
Pat Parmer, Chief, Enforcement and Education

Subject: Approval for filing proposed rules (CR 102) to implement 2009
legislation relating to retail liquor licensees

The following bills were passed during the 2009 legislative sessions that require
changes in existing administrative rules (WAC) or the development of new rules:

e SSB 5367 — Creates a Nightclub liquor license

» SSB 5834 — Allows Beer/Wine Specialty Shops to sell kegs for off-premises
consumption, allows spirits, beer, and wine private clubs and beer and
wine private clubs to sell bottled wine for off-premises consumption,
allows retail-to-retail product (wine) transfers, and changes the process of
electronic fund transfers (EFT)

« EHB 2358 - Increases most retail liquor license fees

Process

The Rules Coordinator requests approval to file proposed rules (CR 102) for the rule
making described above. An issue paper on this rulemaking was presented at the
Board meeting on November 4, 2009, and is attached to this order.

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

November 4, 2009 Board is asked to approve filing the proposed rule
making (CR 102 filing). LCB sends notice to rules
distribution list.

November 18, 2009 Code Reviser publishes notice

December 9, 2009 Public Hearing

December 9, 2009 End of written comment period

December 16, 2009 Board is asked to adopt rules

December 16, 2009 Agency sends notice to those who commented both at
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the public hearing and in writing.

December 16 2009

Agency files adopted rules with the Code Rev;ser

January 17, 2010

Rules are effective (31 days after filing)

|/ Approve

K Approve

Attachment: Issue Paper

e

Disapprove

Sharon Foster, Chairman Date

Disapprove R MM;@ZI

Ruthann Kurose, Board Member Date
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Washington State Liquor Control Board

Issue Paper

Rule Making to Implement Legislation for Retail
Licensees

Date: November 4, 2009

Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this issue paper is to request approval from the Board to file the
notice of proposed rule making (CR 102) for rule changes implementing SSB
5367, SSB 5834 and EHB 2358.

Why is rule making necessary?
The following bills were passed during the 2009 legislative sessions that require
changes in existing administrative rules (WAC) or the development of new rules:

» SSB 5367 — Creates a Nightclub liquor license

» SSB 5834 - Allows Beer/Wine Specialty Shops to sell kegs for off-
premises consumption, allows spirits, beer, and wine private clubs and
beer and wine private clubs to sell bottled wine for off-premises
consumption, allows retail-to-retail product (wine) transfers, and changes
the process of electronic fund transfers (EFT)

o EHB 2358 — Increases most retail liquor license fees

Background

The Liquor Control Board filed a Pre-Proposal (CR 101) for this rulemaking on
June 3, 2009. The WSLCB now enters into the second step of rule development
by filing proposed rules language with the State Register (CR-102).

What changes are being proposed?

Amendatory Section WAC 314-02-005 — What is the purpose of chapter
314-02 WAC? Added nightclubs to the list of liquor licenses and permits.

Amendatory Section WAC 314-02-010 — Definitions. Added definitions for
“entertainer”, “entertainment”, “minimum food service”, and “snack food”.

Amendatory Section WAC 314-02-020 — What are the fee categories for
a spirits, beer, and wine restaurant license? Revised the fee matrix to :
implement EHB 2358. !

Amendatory Section WAC 314-02-035 — What are the food service
requirements for a spirits, beer, and wine restaurant license? Revised
the fees listed for this license type per EHB 2358.
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New Section WAC 314-02-036 — What is a spirits, beer, and wine
nightclub license? Added a new section to explain what is allowed under a
nightclub liquor license, and the fee for the license.

New Section WAC 314-02-037 — What are the floor space requirements
for a spirits, beer, and wine nightclub license? Added a new section to
explain the floor space requirements, such as barriers to separate areas where
minors will be aliowed, and what information is needed on a floor plan.

New Section WAC 314-02-038 — Can a spirits, beer, and wine nightclub
licensee exclude persons under twenty-one years of age from the
premises? Added what is required by the licensee if they want to exclude
minors from the premises at all times.

New Section WAC 314-02-039 — What type of restrictions may be
placed on a spirits, beer, and wine nightclub license? Added language to
implement SSB 5367 regarding local governments ability to petition the board for
further restrictions on a nightclub liquor license.

Amendatory Section WAC 314-02-045 — What is beer and/or wine
restaurant license? Revised license fee and added a requirement for-
minimum food service.

Amendatory Section WAC 314-02-060 — What is a caterer’s
endorsement? Revised the license fee.

Amendatory Section WAC 314-02-065 — What is a snack bar license?
Revised license fee and added the seating requirement into the rule.

Amendatory Section WAC 314-02-070 — What is a tavern license?
Revised the license fee.

Amendatory Section WAC 314-02-090 — What is a nonprofit arts
organization license? Revised the license fee and added the service area
regquirement into the rule.

Amendatory Section WAC 314-02-095 — What is a public house license?
Revised the license fee.

Amendatory Section WAC 314-02-100 — What is a grocery store
license? Revised the license fee.

Amendatory Section WAC 314-02-105 — What is a beer and/or wine
specialty shop license? Revised the license fee, and revised the language
regarding keg sales.
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Amendatory Section WAC 314-02-125 — What types of activities on a
licensed premises require notice to the board? Corrected the WAC
reference in subsection (1) to 314-11-050.

Amendatory Section WAC 314-02-130 — What types of changes to a

licensed premises require board approval? Added spirits, beer, and wine
nightclub to subsection (1).

Amendatory Section WAC 314-16-040 — Drink menu. Changed the title of
the section from “Price list” to “*Drink menu”.

Amendatory Section WAC 314-16-110 - Liquor purchases by spirits,
beer, and wine licensees. Changed the title of the section. Added spirits,
beer, and wine nightclub license throughout the section as needed. Plain talked.

Amendatory Section WAC 314-16-160 — Purchases—Reports. Plain
talked.

Attachments: Proposed Rules
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AMENDATORY SECTION {Amending WSR 01-06-014, filed 2/26/01,
effective 3/29/01)

WAC 314-16-040 ( (Price—Iistr)) Drink menu. No holder of a
beer and/or wine restaurant license shall advertise for sale, nor
sell, any mixed drink under the name of "0Old Fashioned,” "Whiskey
Sour,” "Singapore Sling," "Martini," "Manhattan," nor any other
name which, by long and general usage, has become associated in the
public mind as being the name of a mixed drink made from spirituous
liguor, unless the name of such drink is prefaced by the word
"wine," such as Wine 01ld Fashioned. The holder of a beer and/or
wine restaurant license may advertise for sale, mix, compound or
sell upon order, mixed drinks made from one or more wines under a
name which does not conflict with this section.

AMENDATORY SECTION (Amending WSR 98-18-097, filed 9/2/98, effective
10/3/98)

WAC 314-16-110 Liquor purchases by spirits, beer, and wine
{ (restaurant;—cluband sports/enrtertarinment-—facility)) licensees.
{1) Any employee authorized by the board may sell spirituous liquor
at a discount of fifteen percent from the retail price fixed by the
board, together with all taxes, to any spirits, beer and wine
restaurant, spirits, beer, and wine nightclub, spirits, beer, and
wine «c¢lub or  sports/entertainment facility licensee upon
presentation to such employee at the time of purchase of a special
permit issued by the board to such licensee or through such octher
" means of insuring identification of the authorized purchaser as are
approved by the' board( {= PLuvidcd, huwc:vc:J., rart) ). Prior to
license delivery, a new licensee ({or—trarmsferes)) may, with board
authorization, be sold disccunt liguor and beer and wine purchased
under Title 66 RCW for the purpose of stocking the premises. The
employee shall at the time of selling any spirituous ligquor to a
spirits, beer and wine restaurant, spirits, beer, and wine
nightclub, spirits, beer, and wine <¢lub or sports/entertainment
facility licensee make a record of the liquor so sold, together
with the name of the spirits, beer and wine restaurant, gpirits,
beer, and wine nightclub, spirits, beer, and wine c¢lub or
sports/entertainment facility licensee making the purchase. No
sale of beer, wine, or spirituous liquor shall take place until the
premises of the new licensee ((eor—tramsferee)) have been inspected
by the board and the spirits, beer and wine restaurant, spirits,
beer, and wine nightclub, gpirits, beer, and wine club or
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sports/entertainment facility license is delivered.

(2) Every spirits, beer and wine restaurant, spirits, beer,
and wine nightclub, spirits, beer, and wine club or
sports/entertainment facility 1licensee, upon purchasing any
spirituous liquor from the board, shall immediately cause such
ligquor to be delivered to his por _her licensed premises, and he gr
she shall not ({(thereafter)) remove or permit to be removed from
said premises any bottle or other container containing such liquor,
except pursuant to chapier 314-70 WAC or to return it to a state
liguor store or agency, nor shall he or she dispose or allow to be
disposed the liquor contained therein in any manner except as
authorized by his or her license((+—Provided;—however—Fr=t) ). A
delivery service business may pick up more than one liquor order on
the same day so long as each of said orders are delivered in the
normal course of business on the same day without detour or
diversion, except for those stops and deliveries as may be
necessary to make deliveries to the other licensees whose order is
also on the particular delivery vehicle, The possession cof any
bottle or other container purchased from the board at a discount by
any person other than the licensee or said licensee's agents or
employees who purchased the same, or the possession thereof at any
place which is not the licensed premises of the licensee who
purchased such liquor, shall be prima facie evidence that the
licensee unlawfully permitted the removal thereof from his ¢or her
licensed premises ( (= Provided;) ). The licensee who permanently
discontinues business, other than as a result of a legal distraint
action, may remecve open bottles of liquor from the premises for
persconal use upon payment to the becard of an amocunt to be
determined by the board in lieu of the discount and tax exemption
in effect at that time.

(3) No licensee shall keep in or on the licensed premises any
spirituous liquor which was not purchased from the board at a
discount ( (+—PFrovideds—Phat) ). Spirituous ligquor not purchased at
a discount from the board may be kept in or on the licensed
premises under authority of a banquet permit issued pursuant to RCW
66.20.010(3) and chapter 314-18 WAC, but only during the specific
date and time for which the banquet permit was issued( (- Provided;
frther—Fhat) ). Notwithstanding any other provision of Title 314
WAC, a spirits, beer and wine licensee may display antique,
unusual, or unigue liquor bottles with or without ligquor on the
licensed premises if such bottles are used as part of the decor,
and any such bottles containing liguor are locked securely in
display cases, and are not for sale.

(4) No person, including anycne aciing as the agent for
another other than a spirits, beer and wine licensee shall keep or
possess any bottle or other container containing spirituous liquor
which was purchased from the board at a discount except as provided
in subsection (2} of this section.

{5} All spirituous ligquor in and on the licensed premises
shall be made available at all times by every licensee for
inspection by the bkoard, and such licensee shall permit any
authorized inspector of the beoard to make such tests or analyses,
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by spirit hydrometer or otherwise, as the inspector deems proper.
Such inspectors are authorized to seize as evidence any bottles or
other containers and the contents thereof which they have
determined have been reused, refilled, tampered with, adulterated,
diluted, fortified or substituted.

AMENDATORY SECTION (Amending WSR 07-02-076, filed 12/29/06,
effective 1/29/07)

WAC 314-16-160 Purchases--Reports. (13 Failure by
( {(tteemrsees)) industry members and retailers to keep accurate
accounting records which result in the extension of or receipt of
credit from ((a—marufecturer—importer;—or—distributer)) an
industry member through the use of a prior cash deposit which is
overextended may result in administrative action being taken
against the liquor license.

(2} Prior to license delivery, a new beer and/or wine
{ (Tieetrrsee—or—transferee) ) retailer may, with beard authorization,
be sold beer and/or wine for the purpese of stocking the premises.
No retail sale of beer and/or wine shall take place until the
applicant premises have been inspected by the board and the liquor
license is delivered.
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AMENDATQRY SECTION (Amending WSR 08-17-067, filed 8/19/08,
effective 9/19/08)

WAC 314-02-005 What is the purpose of chapter 314-02 WAC?
Chapter 314~02 WAC outlines the qualifications for the following
liquor licenses and permits:

{1) Spirits, beer, and wine restaurants;

{2) Nightclubs;

{3) Hotels;
{({(3r)) {4) Beer and/or wine restaurants;
({(4r))} (5} Snack bars;
({t51) )} Le} Taverns;
((t6r)) (7} Motels;
({(+r)) (8) Bed and bhreakfasts;
(t8r)) (8) Nonprofit arts organizations;

{(9r)) (10) Public houses;

(t35¥) ) (11} Grocery stores;

(+++)) {12) Beer/wine specialty shops; and
{

(
(
(
(
{{-£32¥%)) {13) Beer/wine gift delivery business.

AMENDATORY SECTTON (Amending WSR 08-17-067, filed 8/19/08,
effective 9/19/08)

WAC 314-02-010 Definitions. The following definitions are to
clarify the purpose and intent of the rules and laws governing
liquor licenses and permits. Additional definitions can be found
in RCW 66.04.010.

{1) "Adjacent” means having a common endpoint or border where
the extension of the property lines of the licensed premises
contacts that common border.
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Adjacent Adiacent Adiacent

Adiacent Licensed Adjacent
Premises

— - . . NOT
Adiacent Adiacent ' Adjncont

{2) "Bangquet room" means any room used primarily for the sale
and service of food and liquor to private groups.

{3) "Customer service area" means areas where food and/or
liguor are normally sold and served to the public, i.e., lounges
and dining areas. 4 banquet room is not considered a customer
service area.

{4) "Dedicated dining area." In order for an area tc qualify
as a dedicated dining area, it must be a distinct portion of a
restaurant that is used primarily for the sale, service, and
consumption of food, and have accommodations for eating, e.g.,
tables, c¢hairs, booths, etc. See WAC 314-02-025 Zfor more
information.

{5) "Designated area"™ means a space where alcohol may be secld,
served, or consumed.

{6) "Entertainer" means somecone who performs for an audience
such as a disc jockey, singer, or comedian, or anyeone providing
entertainment services for the licensee. An entertainer is
considered an emplovee of the liquor licensee per WAC 314-01-005.
Patrons participating. _in entertainment are not considered

employees.
{7) "BEntertainment"™ means dancing, karacke, singing, comedy

shows, concerts, TV broadcasts, contests with patron participaticon
and/or performing for an audience.

{8) "Food counter" means a table or counter set up for the
‘primary purpose of food service to customers who sit or stand at
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the counter. Any alcohol served is incidental to fooed service.

{ (7)) (9) "Game room" means an area of a business set up for
the primary purpose of patrons using games or gaming devices.

((8¥F)) {10} "Liquor bar" means a table or counter where
alcohol is stored or prepared and served to customers who sit or
stand at the bar. Liquor bars can only be in lounges or in
premises where minors are not allowed at any time.

{{(f2r)} (11) "Lounge™ means the portion of a restaurant used
primarily for the preparation, sale, and service of beer, wine, or
spirits. Minors are not allowed in a lounge (see RCW 66.44.316 for
information on employees and professional musicians under twenty-
one years of age).

{({(07r)) 12 "Minimum food service" means ditems such as
sandwiches, salad, soup, hamburgers, and fry orders,

(13) "Minor" means a person under twenty-one years of age.

((tF1¥) ) (14) "Service bar" means a fixed or portable table,
counter, cart, or similar work station primarily used to prepare,
mix, serve, and sell alcohol that is picked up by employees or
customers. Customers may not be seated or allowed Lo consume food
or alcohol at a service bar.

(15)  "Snack food" means items such as peanuts, popcorn, and
chips, :

AMENDATORY SECTION (Amending WSR 05-22-022, filed 10/24/05,
effective 11/24/05)

WAC 314-02-020 wWhat are the fee categories for a spirits,
beer, and wine restaurant license? (1) Per RCW 66.24.420, the
annual fee for a spirits, beer, and wine restaurant license 1is
graduated, as follows:

Amount of customer service

aren dedicated to dining Annual fee
100% $((H066)) 1.105
50 - 99% $((1:668)) 1.768
Less than 50% $((2:868)) 2,210

(2) In order for an area to qualify as a dedicated dining area
it must be a separate and distinct portion of a restaurant that is
used primarily for the sale, service, and consumption of food, and
have accommodations for eating, e.g., tables, chairs, booths, etc.
Areas dedicated to live music or entertainment, such as dance
floors or stages are not considered dedicated dining areas.
Dedicated dining areas may not contain:

(a) Tdquor bars (see definition under WAC 314-02-010(2)): or

(b) Areas dedicated to games or gaming devices.

(3} The fee for a spirits, beer, and wine restaurant license
outside of an incorporated city or town will be prorated according
to the calendar gquarters the licensee is open for business. This
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proration does not apply in the case of a suspension or revocation
of the license. ‘

(4) A duplicate license is required in order to sell liquor
from more than one site on your property. These sites must be
located on the same property and owned by the same licensee. The
following types of businesses may apply for a duplicate license:

Annual fee per duplicate

Type of Business license
Airport terminal 25% of annual license fee
Civic center (such as a Sy 11

convention center)

Privately owned facility $20
open to the public

AMENDATORY SECTION (Amending WSR 05-22-022, filed 10/24/05,
effective 11/24/05)

WAC 314-02-035 What are the food service requirements for a
spirits, beer, and wine restaurant license? (1) A spirits, beer,
and wine restaurant licensee must serve at least four complete
meals. Per RCW 66.24.410(2), a complete meal does not include

hamburgers, sandwiches, salads, or fry orders, For purposes of
this title:

(a) "Complete meal"” means an entree and at least one
additional course.

(b} "Entree" means the main course of a meal. To gualify as

one of the four required complete meals, the entree must require
the use of a dining implement to eat, and cannot consist of a
hamburger, sandwich, salad, or fry order.

(2} The  restaurant must maintain the kitchen equipment
necessary to prepare the complete meals required under this section
and RCW 66.24.410(2).

{(3) The complete meals must be prepared on the restaurant
premises,

{4y A chef or cook must be on duty while complete meals are
offered.

(5} A menu must be available to customers that lists, at a
minimum, the required complete meals.

{6) The food items required to maintain the menu must be on
the restaurant premises. These items must be edible.

{7) Restaurants that have one hundred percent dedicated dining
area must mailntain complete meal service any time ligquor is
available for sale, service, or consumption.

(8) Restaurants with less than one hundred percent dedicated
dining area (restaurants in the one thousand ({%tx)) seven hundred
sixty-eight dollar or two thousand two hundred ten dollar fee
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category) must maintain complete meal service for a minimum of five
hours a day during the hours of 11:00 a.m. and 11:00 p.m. on any
day liquor is served. The board may consider written requests for
exceptions to this requirement due to demonstrated hardship, under
such terms and conditions as the board determines are in the best
interests of the public.

{a) Minimum food service, such as sandwiches, hamburgers, or
fry orders, must be available outside of these hours.

(b} Snacks such as peanuts, popcorn, and chips do not qualify
as minimum food service.

(9) The hours of complete meal service must be conspicuously
posted on the premises or listed on the menu. If applicable, a
statement that minimum fcood service is available outside of those
hours must also be posted or listed on the menu.

NEW SECTION

WAC 314-02-036 What is a spirits, beer, and wine nighteclub
license? (1) This license allows a nightclub as defined in RCW
66.04.010(28) to:

fa) Sell and serve spirituous liquor by the individual drink
for on-premises consumption;

(b) 8€ll and serve beer by the open bottle, can, or by tap for
on-premises consumption; and

(c) Sell and serve wine for on-premises consumption.

(2) To obtain and maintain a spirits, beer, and wine nightclub
license the nightclub must have primary business hours between 9:00
p-m. and 2:00 a.m.

(3) There are no food requirements for a spirits, beer, and
wine nightclub license. Food sales and service are incidental to
the sale and service of alcohol.

(4) The annual fee for a spirits, beer, and wine nightclub
license is two thousand dollars.

NEW SECTTON

WAC 314-02-037 What are the floor space requirements for a
spirits, beer, and wine nightclub license? (1) The liquor control
board has the responsibility to classify what licensed premises or
what portions of a licensed premises are off limits Lo minors.

(a) Any areas in the licensed premises where alcohol is sold,
served, or consumed 1is classified as off-limits to minors (RCW
66.44.310(2)).

(b) Minors may be allowed on the licensed premises but only in
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areas where alcohol is nct served or consumed.

(2) Barriers - Licensees must place barriers separating
restricted areas from areas where minors will be allowed.

(a) The barriers must clearly separate restricted areas and
must be at least forty-two inches high.

(b} The barriers may be moveable.

(¢) Liquor bars cannct be used as barriers (see definition of
ligquor bar in WAC 314-02-010(10)}.

(d) Entrances to restricted areas may not be wider than ten
feet. If a licensee has more than one entrance along one wall, the
total entrance areas may not exceed ten feet.

(e) "Minor prohibited”" signs, as required under WAC 314-11-
060(1}, must be posted at each entrance to a restricted area.

(3) If the business allows minors, the primary entrance must
open directly into a nonrestricted area. Minors must be able to
access restrooms without passing through a restricted area.

(4) Floor plans - When applying for a spirits, beer, and wine
nightclub license, the applicant must provide to the board's
licensing and regulation division two copies of a detailed drawing
of the entire premises. If there will be different floor plans for
different types of events that change the location and/or
dimensions of the restricted area(s), the applicant must provide
two copies of a detailed drawing for each floor plan. A1l
restricted areas must be designated on the floor plan(s) and be
approved by the board. The drawing must be labeled with the type
of event. The drawing must:

(a) Have all rooms labeled according (o their use; e.g.,
lounge, dance floor, stage area, foyer, restrooms, etc.; and

(b} Have all barriers labeled in a descriptive way; e.g.,
"full wall,” "half wall,™ etc.

NEW SECTTON

WAC 314-02-038 Can a spirits, beer, and wine nightclub
license exclude persons under twenty-one years of age from the
premises? A spirits, beer, and wine nightclubk licensee may exclude
minors from the premises at all times. ’

(1) To exclude minors from the entire licensed premises at all
times, the applicant must:

(a) Indicate during the liquor license application process
that he/she does not wish to have minors on the entire premises at
all times; or

(b)Y If already licensed as a spirits, beer, and wine nightclub
license that allows minors, the licensee may request permission
from the board's licensing and regulation division to exclude
minors at all times. See WAC 314-02-130 for instructions on
requesting this approval.

(2) Spirits, beer, and wine nightclub licensees who exclude
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minors from the premises may not employ minors. (See WAC 314-11-
040 for more information on employing minors.)

NEW SECTTON

WAC 314-02-039 What type of restrictions may be placed on a
spirits, beer, and wine nightclub license? (1) Local government
may petition the board to request further restrictions be imposed
on a spirits, beer, and wine nightclub license in the interest of
public safety. Public safety does not include items such as noise
ordinances and trash pickup.

(a) The local authority must request any additional
restrictions within twenty days from the date of the local
authority notice sent by the board.

A request for additional restrictions must be accompanied by
a written explanation for the restriction and how the restriction
relates to public safety.

(b) If the local authority requests further restrictions on
the 1license, the board will notify the applicant of the local
authorities’' request.

(c) Any restrictions requested by the local authority and
approved by the board may be enforced by the board.

(d) The board may impose the restriction of a "good neighbor
agreement” requested by the local authority, but will not enforce
agreements between a local authority and liquor licensee or
applicant.

(2) The local authority, the applicant, or the licensee may
reguest an administrative hearing per chapter 34.05 RCW if they
disagree with the decision the board makes on additional
restrictions to the license, based on the interest of public
safety.

AMENDATORY SECTION (Amending WSR 05-22-022, filed 10/24/05,
effective 11/24/05)

WAC 314-02-045 What is a beer and/or wine restaurant license?
(1) Per RCW 66.24.320 and 66.24.354, this 1license allows a
restaurant to:

Privilege Annual fee

(a) Serve beer by the bottle or can or $((268)) 221
by tap for on-premises consumption.
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Privilege Annual fee
(b) Serve wine for on-premises $((260)) 221
consumption (see RCW 66.24.320
regarding patrons removing recorked

- wine from the premises).
(c) Sell beer and/or wine in the $((326)) 133

original, unopened containers for off-
premises consumption,

(d) Sell tap beer for off-premises
consumption in a sanitary container
holding less than four gallons of beer,
and brought to the premises by the
purchaser.

In conjunction
with off-
premises
privilege
outlined in
subsection (c).

(e) Sell beer in kegs or other containers

In conjunction

holding at least four gallons of beer with off-

(see WAC 314-02-115 regarding the premises

requirements for registering kegs). privilege
ouflined in

subsection (c).

(2) All applicants for a beer and/or wine restaurant license
must establish, to the satisfaction of the board, that the premises
will operate as a bona £ide restaurant, as defined in RCW
66.04.010(30). Minimum fcod service is required, as defined in WAC
314-02-010(12) .

{3) If a beer and/or wine restaurant’'s dedicated dining area
comprises less than fifteen percent of the total customer service
area, the premises must maintain a tavern license (see WAC 314-02-
070 regarding the tavern license).

AMENDATORY SECTION (Bmending WSR 00~07-091, filed 3/15/00,
effective 4/15/00)

WAC 314-02-060 What is a caterer's endorsement? (1) A
spirits, beer, and wine restaurant and a beer and/or wine
restaurant applicant or licensee may apply for a caterer's

endorsement, in order to extend the on-premises license privilege
to allow the sale and service of liquor at approved locations other
than the licensed premises. See RCW 66.24.420(6) and RCW
66.24,320(2) for more information about this endorsement.

(2) The annual fee for this endorsement is three hundred
( (f=fty)) eighty-seven dollars.
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AMENDATORY SECTION (Amending WSR 00-07-091, filed 3/15/00,
effective 4/15/00)
WAC 314-02-065 What is a snack bar license? (LY Per RCW

66.24.350, a snack bar lig¢ense allows a licensee to serve beer by
the opened bottle or can for on-premises consumption only.

(2) S8Snack bar licensees must have snack food, as defined in
WAC 314-02-010(15), available whenever beer is sold or served,.

(3} Snack bars must have designated seating for on-premises
consumption of beer.

{4) The annual fee for this license is one hundred ( {(twerty—
five)) thirtv-eight deollars.

AMENDATORY SECTION {Amending WSR 00-07-091, filed 3/15/00,
effective 4/15/00)
WAC 314-02-070 What is a tavern license? {1} Per RCW

©6.24.330 and 66.24.354, this license allows a tavern to:

Privilege Annual fee

{a) Serve beer by the bottle or can or by | $((268)) 221
tap for on-premises consumption.

{b) Serve wine for on-premises $((z60)) 221
consumption.
{c) Sell beer and/or wine in the 5((=28)) 133

original, unopened containers for off-
premises consumption.

(d) Sell tap beer for off-premises In conjunction

consumption in a sanitary container with off-
holding less than four gallons of beer, premises
and brought to the premises by the privilege

purchaser.

outlined in
subsection (c).

{e) Sell beer in kegs or other containers

In conjunction

helding at least four gallons of beer with off-

{ses WAC 314-02-110 regarding the premises

requirements for registering kegs). privilege
outlined in

subsection (c).

{2} A tavern licensee may not allow persons under tweniy-one
vears of age on the premises at any time (see RCW 66.44.316 for
information regarding employees and professional musicians under
twenty-one years of age).
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AMENDATORY SECTION {Amending WSR 00-07-091, filéd 3/15/00,
effective 4/15/00)

WAC 314-02-090 What is a nonprofit arts organization license?
(1) Per RCW 66.24.495, this license allows a bona fide nonprofit
organization to sell beer, wine, and spirits by the individual
serving in conjunction with artistic or cultural exhibitions or
performances.

{2) The nonprofit organization must be organized and operated
for the purpose of providing artistic or cultural exhibitions,
presentations, or performances or cultural or art education
programs for viewing by the general public. See RCW 66.24.495{2)
for specific organizational requirements,

{3) Alcohol sales and consumption mayv only be conducted in the
lobby area and/or restricted bar area of the premises pricr to the
commencement of an _exhibition or performance and during
intermission.

BAlcohol is not allowed in Lhe seating areag of the facility.

(4) The annual fee for this license 1is two hundred fifty
dollars.

AMENDATORY SECTION (Amending WSR 05-22-02Z, filed 10/24/05,
effective 11/24/05)

WAC 314-02-095 What is a public house license? (1) Per RCW
66.24.580, a public house licensee is allowed to:

(a) Manufacture between two hundred fifty gallons and two
thousand four hundred barrels of beer on the premises per year;

(b} Serve beer by the bottle or can or by tap for on-premises
consumption; and

(¢} Serve wine for on-premises consumption {see RCW 66.24.320
regarding patrons removing recorked wine from the premises).

(2} The annual fee for this license 1is one thousand one
hundred five dollars.

{3} If a public house licensee wishes to allow persons under
twenty-one years of age on the premises, the licensee must meet the
requirements of a beer and/or wine restaurant license, per WAC 314-
02-045 and 314-02-025.

(4) Public house licensees may apply for a spirits, beer, and
wine restaurant license, in order to sell spirits by the individual
serving for on-premises consumption (see WAC 314-02-015).
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AMENDATORY SECTION (Amending WSR 00-07-091, filed 3/15/00,
effective 4/15/00)

WAC 314-02-100 What is a grocery store license? (1) Per RCW
66.24.360, a grocery store license allows a licensee to sell beer
and/or wine for off-premises consumption.

{2) The annual fee for this license is one hundred ({(fifty))
sixty-six dollars.

{3) In order to¢ obtain and maintain a grocery store license,
the premises must be stocked with an inventory of at least three
thousand dollars wholesale value of food for human consumption, not
including soft drinks, beer, or wine. This minimum inventory must
be:

{a) Stocked within the confines of the licensed premises; and

{b) Maintained at the premises at all times the business is
licensed, with the exception of:

(i) The Dbeginning and c¢losing inventory for seasonal
operations; or

(ii) When the inventory is being sold out immediately prior to
discontinuing or selling the business.

(4) A grocery store licensee may sell beer in kegs or other
containers holding at least four gallons and less than five and
one—~half gallons of beer,. See WAC 314-02-115 regarding keg
registration requirements.

(5) A grocery store applicant or licensee may apply for an
international exporter endorsement for five hundred dollars a year,
which allows the sale of beer and wine for export to locations
outside the United States.

AMENDATORY SECTION (Amending WSR 04-19-156, filed 9/22/04,
effective 10/23/04)

WAC 314-02-105 wWhat is a beer and/or wine specialty store
license? (1) Per RCW 66.24.371, a beer and/or wine specialty store
license allows a licensee to sell beer and/or wine for off~premises
consumption,

{2}y The annual fee for this license is one hundred eleven
dollars.

{3) Qualifications for license--To obtain and maintain a beer
and/or wine specialty store license, the premises must be stocked
with an inventory of beer and/or wine in excess of three thousand
dollars wholesale value. This inventory must be:

{a) Stocked within the confines of the licensed premises; and

{(b) Maintained on the premises at all times the premises is
licensed, with the exception of beginning and c¢losing inventory for
seasonal operations or when the inventory is being sold out
immediately prior to discontinuing or selling the business.

{(4) Qualifications to sample--A beer and/or wine specialty
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store licensee may allow customers to sample beer and wine ifor the
purpose of sales promotion, if the primary business is the sale of
beer and/or wine at retail, and ithe licensee meets the requirements
outlined in either subsection (a) or subsection (k) of this rule:

(a) A licensee's gross retail sales of beer and/or wine
exceeds fifty percent of all gross sales for the entire business;
or

(b) The licensed premises is a beer and/or wine specialty
store that conducts bona fide cooking classes for the purpose of
pairing beer and/or wine with food, under the following conditions:

(i} The licensee must establish to the satisfaction of the
board that the classes are bona fide cooking courses. The licensee
must charge participants a fee for the course(s).

(ii} The sampling must be limited to a clearly defined area of
the premises,

(iii) The 1licensee must receive prior approval from the
board's licensing and regulation division before conducting
sampling with cooking classes,

(iv) Once approved for sampling, the licensee must provide the
board's enforcement and education division a list of all scheduled
cooking classes during which beer and/or wine samples will be
served. The licensee must notify the board at least forty-eight
hours in advance if ciasses are added.

(5) Licensees who qualify for sampling under subsection (4} of
thig rule may sample under the following conditions:

{a) No more than a total of eight ounces of alcohol may be
provided to a customer during any one visit to the premises;

(b) Each sample must be twc ounces or less; and

{c) No more than one sample of any single brand and type of
beer or wine may be provided to a customer during any one visit to
the premises.

(6) A beer and/or wine speclialty store licensee may sell beer
in kegs or other containers helding at least four gallons ({arxt

tTess—thar five amdome—haifgations)) of beer. See WAC 314-02-115

regarding keg registration requirements.

AMENDATORY SECTION (Amending WSR 00-07-091, filed 3/15/00,
effective 4/15/00)

WAC 314-02-125 What types of activities on a licensed
premises require notice to the beard? Liguor licensees must notify
their local enforcement office in writing at least forty-eight
hours before conducting the following activities:

(1) Male/female dance reviews, subject to the provisions of
WAC ({3t4—16~1+25)) 314-11-050;

(2) Live boxing or wrestling;

(3) Contests or games where patrons are part of the
entertainment; and
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(4) Hours of operation in between 2:00 a.m. and 6:00 a.m. for
licensees that sell liquor for on-premises consumption.

AMENDATORY SECTION
effective 4/15/00)

(Amending WSR 00-07-091, filed 3/15/00,

WAC 314-02-130 What types cof changes to a licensed premises
require board approval? The following changes to a licensed
premises require prior board approval, by submitting a form
provided by the board's licensing and regulation division:

Type of alteration

Approval process and
timeline

(1)

® excluding persons under
twenty-one years of age
from a spirits, beer, and
wine restaurant or a spirits,
beer, and wine nightclub;
® excluding persons under
twenty-one years of age
from the dining area of a
beer and/or wine
restaurant;

® reclassifying a lounge as
open to persons under
twenty-one years of age;

® extending the location of
alcohol service, such as a
beer garden or patio/deck
service (areas must be
enclosed with a barrier a
minimum of forty-two
inches in height);

® storing liquor off of the
licensed premises;

® initiating room service
in a hotel or motel when
the restaurant is not
connected to the hotel or
motel;

® installing a pass-through
window for walk-up
customers; and

® using a licensed

premises as an access to
another business.

{a) The board’s licensing
and regulation division
will respond to the request
for alteration within five
business days.

{b) The licensee may
begin liquor service in
conjunction with the
alteration as soon as
approval is received.

(c) Board approval will be
based on the alteration
meeting the requiremenis
outlined in this title.

[ 13 ]
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Type of alteration

Approval process and
timeline

@

® any alteration that
affects the size of a
premises’ customer service
area.

(a) The board's licensing
and regulation division
will respond to the
licensee's request for
alteration within five
business days.

{(b) The licensee must
contact their local liquor
control agent when the
alteration is completed.

(¢} The licensee may begin
liquor service in
conjunction with the
alteration after the
completed alteration is
inspected by the liquor
confrol agent,

(d) Board approval will be |

based on the alieration
meeting the requirements
outlined in this title.

[ 14 ]
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< ‘Washington State |
¢ Liquor Control Board

Date: November 4, 2009

To: Sharon Foster, Board Chairman
Ruthann Kurose, Board Member

Fréh‘n: Karen McCall, Agency Rules Coordinator

Copy: Pat Kohler, Administrative Director
Rick Cgarza, DeRuttyTAdministrator _
-Aldafi*Rathbuii; Director, Licensing and ‘Regulation
‘Pat Parmer, Chief, Enforcement and Education

Subject: Approval for filing a proposed rules (CR 102) to implement 2009
legislation relating to manufacturers, distributors, importers, and
retailers -

The following bills were passed during the 2009 legislative sessions that require
changes in existing administrative rules (WAC) or the development of new rules:

 EHB 2040 — changes in beer and wine regulation including financial
ownership or interest, money’s worth — advertising, price post and hold,
and minimum markup

e SHB 1812 — requirements for wine labels

« ESHB 1441 - process for terminating or cancelling agreements between
distributors and producers of malt beverages

o SSB 5834 — addresses authorized representatives, creates a winery
warehouse, provides new exceptions to tied house

Process

The Rules Coordinator requests approval to file the notice of proposed rulemaking (CR
102) for the rule making described above. An issue paper on this rulemaking was
presented at the Board meeting on November 4, 2009, and is attached to this order.

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

November 4, 2009 Board is asked to approve filing the proposed rule
making (CR 102 filing). LCB sends notice to rules
distribution list.

November 18, 2009 Code Reviser publishes notice,

December 9, 2009 Public hearing held

Pecember 9, 2009 End of written comment period

CR 102 — Non-Retail Liquor Licenses 1 11/4/09




December 16, 2009 | Board is asked to adopt rules

December 16, 2009 Agency sends notice to those who commented both at
the public hearing and in writing.

December 16, 2008 Agency files adopted rules with the Code Reviser

January 17, 2009 Rules are effective (31 days after filing)

Lt ol

Sharon Foster, Chairman ]

]/ Approve Disapprove _
' Date

_)Z_ Approve ____ Disapprove W %mu._. M@

Ruthann Kurose, Board Member Date

Attachment: Issue Paper
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Washington State Liquor Control Board
Issue Paper
Rule Making to Implement Legislation for

Manufacturers, Distributors, Importers, and Retailers
Date: November 4, 2009
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this issue paper is to request approval from the Board to file the
notice of proposed rulemaking (CR 102) for rule changes implementing EHB
2040, and SSB 5834.

Why is rule making necessary?
The following bills were passed during the 2009 legislative sessions that require
changes in existing administrative rules (WAC) or the development of new rules:

» EHB 2040 — changes in beer and wine regulation including financial
ownership or interest, money’s worth — advertising, price post and hold,
and minimum markup

e SSB 5834 — addresses authorized representatives, creates a winery
warehouse, provides new exceptions to tied house

Rules are also required to implement the following Interim Board Policy:
» Liquor Control Board Intefim Policy #03-2009 — Washington Domestic
Winery Returning Exported Preduct back to Producing Winery

Background

The Liquor Control Board filed a Pre-Proposal (CR 101) for this rulemaking on
June 3, 2009. The WSLCB now enters into the second step of rule development
by filing proposed rules language with the State Register (CR-102).

What changes are being proposed?

Amendatory Section WAC 314-11-015 — What are my responsibilities
as a liquor licensee? Corrected WAC references for the penalties for
violations. —

Amendatory Section WAC 314-11-095 — What records am I required to
keep regarding my licensed premises? Changed the requirement to keep
records from two years to three years to be consistent with federal laws. To
keep all rules regarding general records in one chapter, the language from 314-
12-135 (business entertainment records) was added to this rule.

New Section — WAC 314-11-097 - Credit on nonliquor food items—
Conditions—Recordkeeping. To keep all rules regarding general records in
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one chapter, the language from 314-12-145 (the title of this section) was added
to this chapter by creating a new section.

New Section — WAC 314-12-027 - Financial interest and ownership.
Created a new section to implement the allowance of financial interest and/or
ownership between the tiers. Included examples to explain when a separate
business entity would be required to purchase financial interest or ownership.

Repealed Section — WAC 314-12-135 - Business entertainment—
Records. Moved this language to 314-11-095 in order to keep recordkeeping
rules in one chapter.

Amendatory Section — WAC 314-12-140 — Prohibited practices—
Contract—Gifts—Rebates, etc. Amended this section to reflect changes to
the law in EHB 2040 {manufacturers, distributors, and importers are all included
in the name “industry member”). Plain-talked.

Amendatory Section — WAC 314-12-141 — Courses of instruction.
Amended this section to reflect changes to the law in EHB 2040 (manufacturers,
distributors, and importers are all inctuded in the name “industry member”).

Repealed Section — WAC 314-12-145 — Credit on nonliquor food items—
Conditions—Recordkeeping. Moved this language to 314-11-097 in order to
keep recordkeeping rules in one chapter.

Amendatory Section — WAC 314-13-015 — What method of payment
can a retailer use to purchase beer or wine from an industry member?
Amended this section to reflect changes to the law in EHB 2040 {(manufacturers,
distributors, and importers are all includéd in the name “industry member”}.
Revised language regarding initiation and payment of electronic fund transfers
(EFT).

Amendatory Section — WAC 314-13-020 — What if a check, EFT
transaction, or credit/debit card transaction is reported as having
nonsufficient funds (NSF)? Amended this section to reflect changes to the
law in EHB 2040 (manufacturers, distributors, and importers are all included in
the name “industry member”).

Amendatory Section — WAC 314-13-025 — How do retail licensees
purchase spirituous liquor at a discount from the board? Added the new
spirits, beer, and wine nightclub license to the list of licensees that must
purchase spirituous liquor from the board at a fifteen percent discount.
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Amendatory Section — WAC 314-19-015 —~ What are the monthly
reporting and tax payment requirements? Added language to implement
interim board policy #01-2009 (Washington domestic wineries returning
exported product back to the producing winery).

Amendatory Section — WAC 314-19-035 — Reduced tax rate for beer.
Added language to implement a change in the tax rate for strong beer (effective
in 2003). Strong beer is any malt beverage that contains more than 8% alcohol
by weight.

Amendatory Section — WAC 314-20-001 — Definitions. Revised the
definition of “authorized representative”.

Amendatory Section — WAC 314-20-050 — Beer distributors—
Importers—Brewers—Records--Preservation. Revised language to
required three years records be kept to be consistent with the federal laws.

Amendatory Section — WAC 314-20-100 — Beer suppliers and
distributors. The title of this section was previously “price postings”. Revised
language to remove price posting requirements and added a requirement that a
“price list” be available at the suppliers and distributors liquor licensed location.
Defines “price list”. Added language requiring all prices be available to all retail
licensees and all retail licensees must be given reasonable notice of all prices and
changes in price. Plain talked.

Amendatory Section — WAC 314-24-001 — Definitions. Revised the
definition of “authorized representative”.

Amendatory section — WAC 314-24-070 — Domestic wineries—Purchase
and use of bulk wines, brandy or wine spirits—Import permit
required—Records—Wine returned to Washington. Added subsection (3)
to implement interim board policy #03-2009 (Washington domestic winery
returning exported product back to producing winery).

New Section — WAC 314-24-207 — Winery warehouse license. Added a
new section to implement the winery warehouse license requirements.

Amendatory section — WAC 314-24-150 — Wine records—Preservation.
Revised language to required three years records be kept to be consistent with
the federal laws. :

Amendatory section — WAC 314-24-190 — Wine suppliers and

distributors. The title of this section was previously “price postings”. Revised
language to remove price posting requirements and added a requirement that a
“price list” be available at the suppliers and distributors liquor licensed location.
Defines “price list”. Added language requiring all prices be available to all retail
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licensees and all retail licensees must be given reasonable notice of all prices and
changes in price. Plain talked.

Amendatory section — WAC 314-24-210 — Return of wine by retailer—
Replacement—Conditions. Revised language to required three years records
be kept to be consistent with the federal laws.

Amendatory sebtion — WAC 314-44-005 - Agent's license required—
Eligible employees defined—Certain classes limited—Bona fide entity
defined—Prohibited practices. Plain talked.

Amendatory section - WAC 314-44-015 — Agency license limited
authority. Plain talked.

Amendatory section — WAC 314-52-080 — Novelty advertising. Added
language to implement the allowance in EHB 2040 regarding novelty branded
promotional advertising items of nominal value. Industry members may provide
these items to retailers. Included language regarding action by the board if a
complaint is filed by any industry member, retailer, or any other person asserting
the provision of branded promotional items has resulted in or is more likely than
not to result in undue influence or an adverse impact on public health and
safety.

Attachment:  Proposed rules
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AMENDATORY SECTION (Amending WSR 04-15-162, filed 7/21/04,
effective 8/21/04)

WAC 314-11-015 What are my responsibilities as a liquor
licensee? {1} {(a) Ligquor 1licensees are responsible for the
operation of their licensed premises in compliance with the liquor
laws and rules of the board (Title 66 RCW and Title 314 WAC). Any
violations committed or permitted by employees will be treated by
the board as violations committed or permitted by the licensee,.

{(b) The penalties for violations of liguor laws or rules are
in: WAC ((3t4—12-366¢)) 314-29-015 through ({(3H4—1+2-346)) 314-20-
035, as now or hereafter amended, for licensees; and WAC 314-17-105
and 314-17-110, as now or hereafter amended, for employees who hold
mandatory alcohol server training permits. These rules also
outline aggravating and mitigating circumstances that may affect
what penalty is applied if a licensee or employee violates a liquor
law or rule.

(2) Licensees and their employees also have the responsibility
to conduct the licensed premises in compliance with the following
laws, as they now exist or may later be amended:
| Titles 9 and 9A RCW, the criminal code laws;

m Title 69 RCW, which outlines the laws regarding controlled
substances; and

u Titles 70.155, 82.24 RCW, and RCW 26.28.080 which outline laws
regarding tobacco.

{3) Licensees have the responsibility to control their conduct
and the conduct of employees and patrons on the premises at all
times. Except as otherwise provided by law, licensees or employees
may not:

(a) Be disorderly or apparently intoxicated on the licensed
premises;

(b) Permit any disorderly person to remain on the licensed
premises;

(c) Engage in or allow behavior that provokes conduct which
presents a threat to public safety;

(d) Consume liquor of any kind while working on the licensed
premises; except that:

(i) Licensed beer manufacturers and their employeces may sample
beer of their own manufacture for manufacturing, evaluating or
pricing product in areas where the public is not served, so long as
the licensee or employee does not become apparently intoxicated;

(ii) Licensed wine manufacturers and their employees may:

(A) Sample wine for manufacturing, evaluating, or pricing
product, so long as the licensee or employee does not become
apparently intoxicated; and the licensee or employee who is
sampling for these purposes is not also engaged in serving alcohol
to the public; and
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(B) Sample wine of their own manufacture for guality control
or consumer education purposes, s0 long as the licensee or employee
does not become apparently intoxicated.

{e) Engage in, or permit any employee or other person to
engage in, conduct on the licensed premises which is prohibited by
any portion of Titles 9, 9A, or 69 RCW; or

(f) Sell or serve liguor by means of "drive-in" or by "curb
service.”

(4) Licensees have the responsibility to control the
interaction between the licensee or employee and their patrons. At
a minimum, licensees or employees may not:

(a) Solicit any patron to purchase any beverage for the
licensee or employee, or allow a person to remain on the premises
for such purpose;

{b) Spend time or dance with, or permit any perscn to spend
time or dance with, any patron for direct or indirect compensation
by a patron. ) :

{c) See WAC 314-11-050 for further guidelines on prohibited
conduct. ‘

AMENDATORY SECTICON (Amending WSR 02-11-054, filed 5/9/02, effective
6/9/02)

WAC 314-11-095 What records am I required teo keep regarding
my licensed premises? Licensees are responsible to keep records
that clearly reflect all financial transactions and the financial
condition of the business.

(1) All industry members and retailers shall keep and maintain

the following records on their premises for a three-year peried and
the records must be made available for inspection if requested by

an employee of the ligquor control board, or by a person appointed
in writing by the board for the purposes of administering or
enforcing any provisions of Title 66 RCW or Title 314 WAC:

{a) Purchase invoices and supporting documents, to include the
items and/or services purchased, from whom the i1tems were
purchased, and the date of purchase;

{b) Bank statements and ( (camceited))} canceled checks for any
accounts relating to the licensed business:

{c) Accounting and tax records related to the licensed
business and each true party of interest in the liquor license;
( (&rect) )

{d) Records of all financial transactions related to the
licensed business, including contracts and/or agreements for
services performed or received that relate to the licensed
business;

(e} Records of all items, services, and moneys' worth

furnished to and received by a retailer and of all items, services,
and monevs' worth provided to a retailer and purchased by a
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retajller at fair market wvalue;
{f) Records of all industrv member financial ownership or
interests in a retailer and of all retailer financial ownership

interests in an industry member; and
{g) Business entertainment records of industrv members or

their employees who provide either food, beverages, transportation,
tickets or admission fees for or at athletic events or for other
forms of entertainment to retail licensees and/or their emplovees.

{2) BSee ((tle—foltowing)) additiocnal rules for ((recors
keepirrg) ) xrecordkeeping requirements specific to breweries and
wineries: WAC 314-20-015(2), 314-20-050, 314-24-100, and 314-24-
150 (as now or hereafter amended).

NEW SECTION

WAC 314-11-097 Credit on nonliquor food items—--Conditions--
Recordkeeping. (1) Notwithstanding the provisions of WAC 314-12-
140, persons licensed under RCW 66.24.200 as wine distributors and
persons licensed under RCW 66.24.250 as beer distributors may sell
at wholesale nonliquor food. products on thirty days' credit terms
to retailers. Complete and separate accounting records shall be
maintained for a period of three years on all sales of nonliquor
food products to ensure that such persons are in compliance with
RCW 66.28.010,

(2) Nonligquor food products include all food products for
human consumption as defined in RCW 82.08.0293 as it exists on July
1, 1987, except that for the purposes of this section bottled water
and carbonated beverages, whether liguid or frozen, shall be
considered food products.

{3} For the purpose of this section, the period of credit is
calculated as the time elapsing between the date of delivery of the
product and the date of full legal discharge of the retailer,
through the payment of cash or its equivalent, from all
indebtedness arising from the transaction.

(4} If the board finds in any instance that any licensee has
violated this section by extending or receiving credit in excess of
the thirty days as provided for by this section, then all licensees
involved shall be held equally responsible for such viclation.
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NEW SECTION

WAC 314-12-027 Financial interest and ownership. Pursuant to
the exceptions in chapter 66.28 RCW:

(1) An industry member or affiliate may have a financial
interest in another industry member or a retailer, and a retailer
or affiliate may have financial interest in an industry member
unless such interest has resulted or is more likely than not to
result in:

{a) Undue influence over the retailer or the industry member;
or

{(b) An adverse impact on public health and safety.

{2) The structure of any such financial interest must be
consistent with the following:

{a) An industry member in whose name a license or COA has been
issued pursuant to this title may wholly own or hold a financial
interest in a separate legal entity licensed pursuant to RCW
66.24.320 through 66.24.570, but the industry member must form a
separate legal entity teo apply for the retail liquor license.

Example: ABC Inc. is the liquor licensee for ABC Winery. ABC
Inc. has two officers and stockholders; John Doe, President and 50%
stockholder, and Mary Smith, Secretary and 50% stockholder. ABC
Inc. wants. to purchase stock in a retail restaurant. ABC Inc. is
not required to form a separate legal entity if the amount of stock
purchased is 10% or less. If the amount of stock purchased is more
than 10%, ABC Inc. must form a separate legal entity to purchase
the stock. John Doe and/or Mary Smith as a sole proprietor, could
purchase any amount of stock in a retail restaurant:

(b) A retailer in whose name a license has been issued
pursuant to this title may wholly own or hold a financial interest
in manufacturer, importer, or distributor licensed under RCW
66.24.170, 66.24.206, 66.24,240, 66.24.244, 66.24.270(2),
66.24.200, or 66.24.250, but the retailer must form a separate
legal entity to apply for the nonretail liquor license.

Example: Joe and Jane Smith own a grocery store and hold a
grocery store liquor license under a sole proprietor legal entity.
They want to purchase stock in a leocal winery. Joe and Jane Smith
are not required to form a separate legal entity if the amount of
stock purchased is 10% or less. If the amount of stock purchased
is more than 10%, Joe and Jane Smith must form a separate legal
entity (such as a corporation or limited liability company) to
purchase the stock in the winery;

{c} A supplier in whose name a license or certificate of
approval has been issued pursuant to this title may wholly own or
hold a financial interest in a separate legal entity licensed as a
distributor or importer under this title, but such supplier may not
have a license as a distributor or importer issued in its own name.
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Example: ABC Inc. is the liquor licensee for ABC Winery. ABC
Inc. has two officers and stockholders; John Doe, President and 50%
stockholder, and Mary Smith, Secretary and 50% stockholder. ABC
Inc. wants to purchase stock in a distributor. ABC Inc. is not
required to form a separate legal entity if the amount of stock
purchased is 10% or less., If the amount of stock purchased is more
than 10%, ABC Inc. must form a separate legal entity to purchase
the stock. John Doe and/or Mary Smith as a sole-proprietor, could
purchase any amcount of stock in a distributor;

{d) A distributor or importer in whose name a license has been
issued pursuant to this title may wholly own or hold a financial
interest in a separate legal entity licensed or holding a
certificate of approval as a supplier under this title, but such
distributor or importer may not have a license or certificate of
approval as a supplier issued in its own name.

Example: B&W Distributing, LLC is the licuor licensee for BW
Distributing. B&W Distributing, LLC wants to purchase stock in ABC
Winery. B&W Distributing, LLC is not required to form a separate
legal entity if the amount of stock purchased is 10% or less. If
the amount of stock purchased is more than 10%, B&W Distributing,
LLC must form a separate legal entity to purchase the stock in the
winery. ,

{3) Any person may request a determination by the board as to
whether a proposed or existing financial interest has resulted or
is more likelvy than not to result in undue influence or has
resulted or is more likely than not to result in an adverse impact
on public health and safety by filing a complaint or request for
determination with the board.

{(a) The board may conduct an investigation as 1t deems
appropriate in the circumstances.

(b) If the investigation reveals the financial interest has
resulted or is more likely than not to result in undue influence or
an adverse impact on pubklic health or safety, the board may issue
an administrative wviclation notice or a notice of intent to deny
the license to the industry member, the retailer, or both.

The recipient of the administrative violation notice or notice
of intent to deny the license may request an administrative hearing
under chapter 34,05 RCW.

AMENDATORY SECTION {Amending WSR 01-06-015, filed 2/26/01,
effective 3/29/01)

WAC 314-12-140 Prohibited practices--Contracts--Gifts--
Rebates, etc. {1) No ((comtreact—stett—tre—rercte—or—errtered—irto

x 1 e : 1 o 1 13 e 3 k] =)
Wil l By aliy 1Lol4dll 1LilTlioTcto dylTTo Lo TIcdiIT daly pPAal Ll Usdl L eI
. .

orbramds—ofiguor—totireexcliustonrof—any othrer bracdtor rarts
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\lcli Vﬁ.L‘Y Uf lJ._\d.l..lUJ. tU Clll_y J_thlj.l lJl.L,E:J.lDCC . PJ.UV.L&J.C\..}., Tllat) )
industry member or retailer shall enter into any agreement which
causes undue influence over another retailer or industry member.
This regulation shall not be construed as prohibiting the placing
and accepting of orders for the purchase and delivery of liguor
which are made in accordance with the usual and common business
practice and which are otherwise in compliance with the
regulations.

(("(“3‘)‘)) _(l)_ No ((lllalLufaptuLtL, \.lJ-.DtJ.Jl.lJu.tUJ_, T .}..lll}_JULtc,L, TUr
hfremp%c—yeeT)) industry member shall ((dJ‘.J.cutly Ur Jl_lld_lLJ_cL,tll/

b . N il -
[T NS DL B Syt - i I W R RS B R LCKJUJ_VC J_J_Ulli dllY J_CL.G.J_J. J.J.\..;CJJDCC, IlIy

cull.)lu_ycc t}.;cu.c:uf, O N ) CI.LJ}_JJ..LL..GJLL for—=s J_J_\_,L—_'ubc, auy)) advance and
no retailer, any employee thereof, or applicant for a retail liguor
license shall receive money or money's worth under anvy written or

unwritten agreement or any other business practice or arrangement
such as:

‘{a) Gifts({7))L

(b} Discounts( (7)) ’

{(c) Loans of money({ (7))L

(d) Premiums{(7)}:

{e) Rebates({+)).L

(f) Free liguor of any kind((7)); or _
{(g) Treats or services of any nature whatscever { (-—rmor—sheatt

. -1 n | ) od I . e
dlly LTLait L LUEIIOTET Clifr LU YT T LITCS LT UL all dpP L LU dih LUFL [=]}

] 1 = : 1 P | 3. : g : e :
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VL LCTEL Ly ail'y HIAIIOL e T UL T, Urto L L Lisucurn L LRI LLT L, L J I
o . i

f.LC\: lJ‘.Liu.U.L Uf Cllly }\ill\.l, t.LCCI.tD UL LV ICOCTOo Uf d.ll_\{ lldtu_LC
wiratsoevers) ) except such services as are authorized in this
regulation.

{(ttr)) (3) Pursuwant to RCW 66.28.010 ({a—mamfeacturers
d_;_.:L_J.J_.uu.L_u.L, J'.m}__)u.q_tl:.l.;)) an inU.StI'! member or ((Irts)) licensed
agent may perform the following services for a retailer:

{a) Build, rotate, and restock displays, utilizing filled
cases, filled bottles or £filled cans of ((#ts)) i1ts own brands
only, from stock or inventory owned by the retailer,

(b) Rotate, rearrandge or replenish bottles or cans of ((tkris))
its own brands on shelves or in the refrigerators but is prohibited
from rearranging or moving displays of ((kis)) its products in such
a manner as to cover up, hide or reduce the space of display of the
pl‘:OdllCtS of any other ((Ltldllufd.’utuJ.CJ_, cHstributor—or illll.JULtC.L,

PLUVJ‘.L‘I.’C:L}., hUWUVUL, llLd.J.ll.lfd.L,tl.l.J.C.LD, dJ‘.Dt.L.L}JutULD, J._J.thJU.LtCJ_D) )
industry member.

{c) Industry members or any employees thereof may move cor
handle in any manner any products of any other manufacturer,
importer or distributor on the premises of any retail licensee when
({(reasomatyt=)) a  two-day notice is given to other interested
( (mamrfacturers;—distributors)) industryv members or their agents
and such activity occurs during normal business hours or upon hours
that are mutually agreed.

((b¥})) {d) Provide price cards. and may also price goods of
({(hrts)) its own brands in accordance with the usual and commeon
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business practice and which are otherwise in compliance with the
regulations.

({t=+)) {e) Provide point of sale advertising material and
brand signs. '

{ () ) (f) Provide sales analysis of beer and wine products
based on statistical sales data wveluntarily provided by the
retailer involved for the purpose of proposing a schematic display
for beer and wine products. Any statistical sales data provided by
retailers for this purpose shall be at no charge.

({(te¥)) L{g) Such services may be rendered only upon the
specific approval of the retail licensee. Displays and advertising
material installed or supplied for use on a retailer's premises
must be in conformity with the board's advertising rules as set
forth in chapter 314-52 WAC.

( ('(‘5‘)') ) !4 l No { (mauufa\_.tuJ_ = st Jl_butUJ_, Jl_lLl_|:JUJ. tCL, ) )
industry member or employee therecof shall, directly or indirectly,
give, furnish, rent or lend to, or receive from, any ((retatt

ITicensee}) retailer, any eguipment, fixtures, supplies or property
of any kind, nor shall any retail licensee, directly or indirectly,

receive, lease or borrow from, or give or offer to, any
( (marmofacturer 7 cHstributor—or _Llll.b)UJ.tC.L) ) industry member any
equipment, fixtures, supplies or property of any kind. Sales

authorized in this regulation shall be made on a cash on delivery
basis only.

({ter)) (5 No ((merufacturer—or—distriboter) ) industry member
or employee thereof shall sell to any retail licensee or solicit
from any such licensee any corder for any liquor tied in with, ozr
contingent upon, the retailer's purchase of some other beverage,
alcoholic or otherwise, or any other merchandise, property or
service.

({(t7r)) 4L6) In selling equipment, fixtures, supplies or
commodities other than liquor, no {(menmufecturer;—distributeor—or
importer)) industry member shall grant to {(retaitr—Ticensess)) any
retailer, nor shall such ({{Itcermsees)) retailer accept, more
favorable prices than those extended to nonlicensed retailers. The
-price thereof shall be not less than the (({manefacturerts+
importer'ss o st riatorts) ) industry menmber's cost of
acquisition. In no event shall credit be extended to any {(retait
Heermses)) retailer.

((+85)) 7)) Any ((mamrfecturer—distriboter—or—importer) )
industry member who sells what is commonly referred to as heavy
equipment and fixtures, such as counters, Dback bars, stools,
chairs, tables, sinks, refrigerators or cooling boxes and similar
articles, shall immediately after making any such sales have on
file and available for inspection ({frraccordarrece—witirWace—S+4—206—
O56) ) ._records including a copy of the invoice covering each such
sale, which invoice shall contain the following information:

{a) A complete description of the articles sold{( (7))L

{b) The purchase price of each unit sold together with the
total amount of the sale( (7))

{c) Transportation costs and services rendered in connection
with the installation of such articles( (=) ); and
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( (BSucth—Tvotce——shett liat)) (d) The date of such sale and
affirm that full cash payment for such articles was received from
the retailer as provided in subsection ((+5F) )} (4) of this section.

((£99))y (8) TIf the board finds in any instance that any
licensee has violated this regulation, then all licenses involved
shall be held equally responsible for such violation.

Note: WAC 314-12-140 is not intended to be a relaxation in any respect of section 90 of the Liquor Act (RCW 66.28.010). As a word of
caution to persons desiring to avail themselves of the opportunity to sell to retail licensees fixtures, equipment and supplies subject
to the conditions and restrictions provided in section 90 of the act and the foregoing regulation, notice is hereby given that, if at any
time such privilege is abused or experience proves that as a matter of policy it should be further curtailed or eliminated completely,
the board will be free to impose added restrictions or to limit all manufacturers and distributors solely to the sale of liquor when
dealing with retail licensees. WAC 314-12-140 shall not be considered as granting any vested right to any person, and persons who
engage in the business of selling to retail licensees property or merchandise of any nature voluntarily assume the risk of being
divested of that privilege and they will undertake such business subject to this understanding. The board also cautions that certain
trade practices are prohibited by rulings issued under the Federal Aleohol Administration Act by the United States Bureau of Alcchol,
Tobacco and Firearms, and WAC 314-12-140 is not intended to conilict with such rulings or other requirements of federal law or
regulations.

AMENDATORY SECTTON {(Amending WSR 98-18-097, filed 9/2/98, effective
10/3/98)

WAC 314-12-141 Courses of imstruction. ({
arr—distributors) ) Industry members conducting courses of
instruction as authorized by RCW 66.28.150 may provide alcohol at
no charge teo licensees of the beoard, their employees, and invited
guests who have a legitimate business interest in the
manufacturing, importing, distributing and retailing of liquor.

REPEATER
The following sections of the Washington Administrative Code
are repealed:

WAC 314-12-135 Business entertainment--Records.
WAC 314-12-145 Credit on nonliquor focd items--
Conditions—--Recordkeeping.
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AMENDATORY SECTION (Amending WSR {(7-02-076, filed 12/29/086,
effective 1/29/07)

WAC 314-19-015 What are the monthly reporting and tax payment
requirements? (1) The required monthly beer and/or wine tax
reports must be:

{(a) On a form furnished by the board or in a format approved
by the board;

(b) Filed every month, including months with no activity or
taxes due;

{c) Submitted, with the tax due, to the board on or before the
twentieth day of each month, for the previous month {(for example,
a report listing transactions for the month of January is due by
February 20). When the twentieth day of the month falls on a
Saturday, Sunday, or a legal holiday, the filing must be postmarked
by the U.S. Postal Service no later than the next postal business
day; and

(d) Filed separately for each type of liquor license or permit

held.
Type of Licensee Tax Payment Requirements
(2) Washington beer (a) Distributors must pay taxes on all
and/or wing beer and/or wine received during the
distributor preceding calendar month, including samples

received at no charge (see WAC 314-64-080
aud 314-64-090 for more information). The
total tax due (per barrel for beer and per liter
for wing) is to be paid by the first distributor
to receive the product and must be included
with the monthly report.

(b) Distributors do not pay taxes on
beer and/or wine received from another in-
state licensed distributor who has already
paid the Washington state tax on the product.

{c) Distributors may claim a tax refund
or credit, provided that they have paid the
taxes prior to claiming the credit, for the
following (see WAC 314-19-030 for
mformation on claiming a tax refund or
credit);

(i) Shipments exported directly to a

point outside the state of Washingtor,
including sales to interstate common carriers;

{ii) Sales to any military reservation in .
Washington state;

(iii) Product that is deemed unsalable
due to freight damage, product quality, or
other canses that ocourred prior to receipt by
the distributor, subject to the following
conditions:

{A) The unsalable product must be
destroyed within the state of Washington (per
RCW 66.24.305),
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Type of Licensee

Tax Payment Requirements

(B) The licensee must notify their local
liquor enforcement officer in advance for
destruction of more than fifty cases of wine
or two hundred cases of beer;,

(C) The licensee must report the
destroyed product on the next required
manthly repori;

(D} The licensee must keep records
showing the reason for the destruction and an
inventory of products destroyed. These
records must be kept on the licensed
premises and available for inspection by
beard employees for a period of {wo years;
and

(E} The licensee must provide
documentation from the freight company
with the report if they are claiming a credit
due to freight damage.

(3) Washington beer
and/or wine importers

Importers must pay taxes on samples
received during the preceding calendar
month, as follows:

{a) If the samples are used by the
importer within the state of Washington, the
importer must pay the tax.

(b) If samples are provided to a
distributor, the distributor must pay the tax.

(4) Domestic
breweries,
microbreweries, and
dotnestic wineries

{a) Domeslic browerics,
microbreweries, and domestic wineries must
list production for the current month only.
The brewery that the domestic brewery/brand
owner contracts with is required to include
any preducts they produce for the brand
owner in their production count.

(b) Domestic breweries,
microbreweries, and domestic wineries niust
pay taxes on beer and/or wine that is:

(i} Sold at retail on the licensed
premises {or shipped to additional winery
locations as authorized by RCW
66.24.170(4)), including retail sales to out-
of-state residents;

(ii) Sold to retail licensees;

(iii) Furnished as samples to retail
ficensees as authorized by RCW 66.28.040,
WAC 314-64-080, and 314-64-090 (does not
include samples provided to distributors);

(iv) Provided as donations to qualifying
301 (cK3) or (6} nonprofit organizations per
RCW 66.28.040 or to the Washingfon wine
comumission per RCW 66.12.180 and
66.24.210,

(v) Received via an interplant transfer if
used as outlined in above subsections (i), (ii),
(iii), or {iv); {(er))

{vi) Sold at farmers markets as
authorized by RCW 66.24.170(5),
66.24.240{4) andfor 66.24.244(5); or

{vii} Wine that has been shipped out-oi-
state as nontax paid export and retumed to

Washington state if used as outlined in (b){i)

(i), (iii), (v}, or (vi} of this subsection.

{c) Domestic breweries,
microbreweries, and domestic wineries do
not pay tax on beer and/or wine that is:

(i} Sold to distributors;

£ 2]
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Type of Licensee

Tax Payment Requirements

(ii) Shipped out of a particular location
for an interplant transfer;

(iff) Exported directly to a point cutside
the state of Washington, including sales to
interstaie common carriers;

(iv} Sold to the Washington state liquor
control board,

(¥) Sold te any military reservation in_
Washington state; or

{vi) Provided as a tasting on the
brewery or winery premises or at additional
winery locations at no charge, as authorized
by RCW 66,24,170(4). See WAC 314-19-
010(3} for the definition of "tastings.”

(5) Demestic
brewery--Brand
owners

{a) Domestic brewery-brand owners
must file a report showing the quantity of all
beer sold or delivered to each licensed beer
distributor, or beer exported directly fo a
point outside the state of Washington, during
the preceding month,

{b) Domestic brewery-brand owners are
not responsible for the tax on beer that is
contract produced.

(6) Out-of-state beer
and/or wine certificate
of approval holders

(a) Certificate of approval holders must
file a report showing the quantity of all beer
and/or wine sold or delivered to each
licensed beer or wine distributor or importer,
including samples, during the preceding
month,

(b) Tax is due from the certificate of
approval holder:

(i) On samples shipped to Heensed
agenis, and

(it) On donations to the Washington
wing commission per RCW 66.12.180 and
66.24.210 or fo 501 {c)(3) nonprofit
charitable associations within Washington
state per RCW 66.28.040.

{7 Out-of-state
United States beer
and/or wing certificate
of approval holders
with a direct shipping
to Washington retailer
endorsement

() Certificate of approval holders with
this endorsement must file an addendum
report showing the quantity of beer and/or
wine sold or delivered to each licensed
retailer, including samples, during the
preceding month.

{b) Tax is due from the certificate of
approval holder on beer and/or wine sold or
delivered to retail licensees and on sales to
nonprofit charitable associations.

(8) Out-of-state
United States wine
certificate of approval
holders with a direct
shipping to consumers

{(a) A certificate of approval holder with
this endorsement must report the total
quantily of wine sold to consumers in
‘Washington state during the preceding
month.

andorsement {b) Tax is due from the certificate of
approval holder on wine sold or delivered to
Washington state residents.

(9) Authorized (a) Authorized representative certificate

representative of approval holders must file a report

certificate of approval
holders-U.8. and/or
foreign produced beer
or wine

showing the quantity of all beer and/or wine
sold or delivered to each licensed beer or
wine distributor or importer, including
samples. They must list the brewery and/or
winery that they represent and that had
shipments into Washington state during the
preceding month.

[ 3]
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Type of Licensee

Tax Payment Requirements

(b) Tax is due from the authorized
representative beer and/or wine certificate of
approval holders only on samples shipped to
licensed agents, directly to retailers per WAC
314-64-080 and 314-64-090, donations to the
Washington wine commission per RCW
66.12.180 and 66.24.210, or to 501 (¢)(3)
nonprofit charitable associations within
Washington state per RCW 66.28.040.

(10) Public house
licensees

Public house licensees must pay taxes on all
sales of their own product during the
preceding calendar month.

(11) Retailer with an
endorsement allowing
receipt of direct
shipment of beer or
wine from a United
States brewery,
microbrewery, or
winery

A Washington refailer who receives
shipmenis dircetly from a United States
brewery, microbrewery, or winery, {(either
firstdeor)) outside Washington, must file a
report showing the quantity of beer and wine
received by direct shipment from each
licensed beer or wine pradueer, including
samples, during the preceding monih.

(a) An out-of-state winery must file a
report showing the total quantily of wine sold
or delivered to consumers during the
preceding month.

(12) Wine shipper
 permit holder

(b) Pay the tax due for sales of wine to
Washington stale residents.

AMENDATORY SECTION filed 11/19/04,

effective 12/20/04)

{Amending WSR 04-24-007,

WAC 314-19-035 Reduced tax rate for beer. (1) The additional
beer taxes imposed under RCW 66.24.290 (3) (a) do not apply to the
first sixty thousand barrels of beer sold by a brewery in
Washington each fiscal year, if:

(a) The beer is preoduced in the United States; and

{b) The producing brewery or domestic brewery-brand owner
meets the qualifications of 26 U.S5.C. Sec. 5051 {(a) (2).

{(2) In order to qualify for this exempticon, the Washington
brewer or the out-of-state beer certificate of approval holder must
provide the board a copy of an Alcchol and Tobacco Tax and Trade
Bureau (TTB) acknowledged copy of their filing "Notice of Brewer to
Pay Reduced Rate of Tax" for the calendar year as required under 27
C.F.R. Sec. 25.167; a wvariance for any year that waives annual
submission to the TTB; or the Brewer's Notice which waives annual
submission to the TTB,

{3) The tax exemption will not apply until the first day of
the second month fellowing the month the notice is received (for
example, if the notice is received by the Board on January 10, the
tax exemption will start on March 1).

(4) How will the distributer know what tax rate to pay for
each brewery's products?

{2) The becard will provide distributcors a list of breweries
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that qualify for the reduced tax rate; and

(b) The qualifying brewery 1is responsible to inform the
distributors when product sold to distributors exceeds the first
sixty thousand barrels exempted from the additional tax.

(c) Once a qualifying brewery's sales to distributors exceeds
sixty thousand barrels, the distributors must begin paying the full
tax rate on their next monthly tax report.

(5) Per RCW 66.24.290, authorized representative certificate
of approval holders do not qualify for the reduced rate in
Washington state.

(6) The tax exemption will not apply to strong beer. Strong
beer must be paid at the higher rate even when the brewerv meets
the gualifications for the reduced rate. Strong beer is any malt
beverage that contains more than eight percent alcohol by weight.
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AMENDATORY SECTION (Amending WSR 04-24-097, filed 12/1/04,
effective 1/1/05)

WAC 314-20-001 Definitions. (({I))) Per RCW 66.04.010(2), an
"authorized representative" means a person who:

({(tar)) (1) Is required to have a federal basic permlt issued
by the alcohol and tobacco tax and trade bureau;

{((r)) (2} Has its business located in the United States
outside of the state of Washington;:

((ter)) {3) Acquires ownership of beer that is produced
anywhere outside Washington by a brewery ((wirtch—chres—rot—irotd—r
certifieate—of O.}.J}_,)J_uval +estredt }.Jy tire LuaLd,)) who does not
distribute those brands for transportation into and resale in the
state of Washington{ {(+) ).

{{(tr)) (4) TIs appointed by the brewery referenced in ( (=)}
subsection (3) of this ((subsectiorn)) section as its ( (exctosivre))
authorized representative for marketing and selling its products
within the United States or within Washington state, in accordance
with a written agreement between the authorized representative and

the brewery ((The—b0an&1mnrwatveﬁﬂmrtequrrementf&mrfimrwrttteﬁ

ClB.LCClLlClJ.L. UJ_ U}{LJ.LADJ.V.LL._Y J_.I.J. D.LL.UGL L.LUIID k_a\JllDJ_D L.Clll., WJ.LJ..l l_J..LC J.J.UJ_.lllaJ_

h e o e = . . J e,
HMAa L ARCL LTI T ol L T T L LT L LallT pHLAIUL LS. } )

AMENDATORY SECTION (Amending WSR 07-02-076, filed 12/29/06,
effective 1/29/07)

WAC 314-20-050 Beer distributors--Importers--Brewers--
Records—-—-Preservation. {1} Breweries, microbreweries, beer
certificate of approval holders, and beer distributors must keep
beer accounts separate and independent from other accounts and
maintain proper records in a form approved by the board, showing
all transactions in beer. '

(2) Brewerlies, microbreweries, beer distributors, and beer
importers must in case of beer exported or beer sold, transferred
or shipped to another distributor, preserve all bills of lading or
other evidence of shipment for a period of ((two)) three vyears
after such exportation, and must in the case of sales to retailers
preserve all sales slips and keep the same on file in the office of
the wholesaler for at least ((two)) three years after each sale.

{3} Each brewery, beer distributor, and beer importer may
maintain microfilm records containing reproductions {(including
microfiche) of any record, document, or report if first approved by
the board. Request for approval shall be directed to the financial
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division of the Washington state liquor control board and must
inglude the following information:

(a) Records proposed tc be reproduced.

(b} Reproduction process.

(c) Manner of preserving the reproduction.

(d} Facilities provided for examining or viewing such
reproduction.

If the request is approved, the licensee shall provide for the
examining, viewing, and reproduction of such records the same as if
they were the original records.

(4) If the brewery, beer distributor, or beer importer keeps
records within an automated data processing (ADP) system, the
system must include a method for producing legible records that
will provide the same information required of that type of record
within this section. The ADP system is acceptable if it complies
with the following guidelines:

(a) Provides an audit trail so that details {invoices and
vouchers) underlying the summary accounting data may be identified
and made available upon request.

(b) Provides the opportunity to trace any transaction back to
the original source cor forward to a final total. If printouts of
transactions are not made when they are processed, the system must
have the ability to reconstruct these transactions.

(c) Has available a full description of the ADP portion of the
accounting system. This should show the applications being
performed, the procedures employed in each application, and the
controls used to ensure accurate and reliable processing.

(5) The provisions contained in subsections (3) and (4} of
this section do not eliminate the requirement to maintain source
documents, but they do allow the source documents to be maintained
in some other location.

AMENDATORY SECTION (Amending WSR 07-02-076, filed 12/29/060,
effective 1/29/07)

WAC 314-20-100 Beer suppliers and distributors ((price
postings)) RCW 66.28.180 requires beer distributors and suppliers
to ((firepricepostingswith—tie—soard)) maintain all current and

pbrior price lists at its liguor licensed locatiocn.
{1) Definitions--For the purposes of this chapter:

(a) A ( B va—ion ree—rostimgtor— e tee st ")) "price list"
154 15 Y 14 I =)

means a declaration of the price§ ((uf reer—sold—from= Duple‘_CL o

=8 u.;_::oL.J..LJJuL.UJ_ or—from—er—distrbater—to—=a J_ctaich_, Tireffect—as

J_J_J_CLI. WJ_L.J.J. LJ.J.C J.J..\d.U.U.L bUlLLJ_UJ_ JJUd.J_\J. C.'.LL.J.J.'CJ_ C.LC\_'L.J.U.[].J.L;G_L_L_Y L .I.J.CI.J.LI.
I

)y at

whlch any and all brands of beer and ang and all packages within a
brand are to be scld by the person maintaining the list.

Distributors must maintain a price list showing all such prices for
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sales to retailers. Fach manufacturer functioning as a distributor
must maintain a price list showing all such prices for sales o
retailers as well as showing such prices for sales to distributors.

The price list will contain the whelesale prices at which any and
all brands of heer sold by the supplier or distributor shall be

available to retailers within the state.

(b) A "beer supplier" means a microbrewery, domestic brewery,
certificate of approval holder, beer importer, beer distributor
acting as the first United States importer, or a distributor
selling beer to another distributor.

{(c) A "beer distributor"™ means a distributor selling to a
retailer, a domestic brewery acting as a distributor, a
microbrewery acting as a distributor, or a certificate of approval
holder with a direct shipping to Washington retailer endorsement
selling beer of its own production to a retailer.

(2) ((Pritmor—deadtimes—
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yuatiug iTs—fited—ard QPPLUVCJ.
S r—TFemporary) ) Products and price ({reductions)) lists--If a
beer supplier or distributor ((ffiesprice—postimrs—that)) lists

selected items on which prices are Lemporarily reduced ( (for—ormre
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yuatiug }_ch.j.ud uul_y) }, these priceg ( (ptrs‘t-rn'gs) ) must clearly
reflect all items((7)) and the selling price((7—amd—the yuatigg

v
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. .

effecttve) ). ALl products must be made available to all retail
‘licensees to the extent it is reasonably practical to do so and all

retail licensees must be given reascnable notice of all prices and
price changes.

{(t6¥)) ({3} Distributor changes--

{a) The following guidelines apply when a beer supplier makes
a distributor change outside of the regular distributor appointment

timelines ((uutliucd Tstbseet ot (2) erf—tiris—rute

+1¥F)). The supplier must notify the board in writing that
he/she wishes to change his/her current distributor and appoint a
new distributor to be effective immediately.
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marketT) )

{b) A beer supplier must notify the board if any of the
contracts or, agreements listed in this rule are revised or
terminated by either party. ( {(Hretoard ey illullcdiatcly aurttrorize

I

. W LI = 3 3 - a1l . ], 3 ul 3 T
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) {(4) Price ((postings)) lists for new distributors--When
the board issues a new beer distributor license, the licensee {((m=y

I | . LI I 3 : . 3. IS T | IR T | hd N 1
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approvar—if—tlhe price—postimg—ts—treomstaree—witirtirts—rule—arrd
with—=ti—othrer—aprrioabte—tawes—armerules) ) must have a price 1list
available.

{({-tB8¥+)) (5) Accommodation sales—~-The provisions of this rule
do not apply((, st fJ’.l_‘LllL_jD are—mrot _LCL:[LI.JI..L\:‘\.I.,)) when a ‘beer
distributor makes an accommodation sale to another beer distributor
and this sale is made at a selling price that does not exceed the
laid-in cost of the beer being sold. Accommodation sales may only
be made when the distributor purchasing the beer is an appointed
distributor of the supplier, when the distributor is an authorized
purchaser of the brand and product being sold, and when the
supplying distributor is appeointed by the supplier.
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NEW SECTION

WAC 314-28-005 Definitions. The following definition applies
to distilleries.

"Domestic distillery"” means any distillery licensed under RCW
66.24.140 and located in the state of Washington.
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AMENDATORY SECTION (Amending WSR 88-18-097, filed 9/2/98, effective
10/3/98)

WAC 314-44-005 Agent's license required--Eligible employers
defined--Certain classes limited--Bona fide entity defined--
Prohibited practices. {1) Neo person shall canvass for, solicit,
receive or take orders for the purchase or sale of any liguor, or
act as the agent for the purchase or sale of liquor, nor contact
any 1licensees of the board in goodwill activities, unless such
person’ is holder of an agent's license as provided in RCW
66.24.310, and this regulation.

{(2) An agent's license may be issued to the accredited
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emptoyer)) an industry member. An industry member shall apply to
the board for ({(swch)) an agent's license for ((its)) its
accredited representatives on application forms prescribed and
furnished by the board.

(3) BEvery {(ftfrmwhich)) industry member who applies for an
agent's license under the provisions of this section shall furnish
the board with satisfactory proof ({(tlhat—swcirfirmis)) they are in
fact a bona fide business entity.

(4) Only the licensed agent of ({a L}.J'.:::t_;.ll\:.l_, J.Llcl..l.ll.l.fcl.btu.l.c.l.,
_i.LLlJ:JUJ_t-:J_, or—Hstrthutor—of DLJJ._J__LtuuuD lj_\.iu_UJ_)) an industryv member
may contact retail licensees in goodwill activities when such
contacts pertain to spirituous liquor products.

(5) No ((distilterr—remofactomrer—importer—distributor——of
Tiguor;—or—agent—tiereocf;y) )} industry member shall solicit ( (eTtirer
Irperson,— by maiior—othterwise) ) in anvy wa any liquor vendor or
employee of the board, except the purchasing agent ( {(ttrereof) ), for
the purpose or with the intent of furthering the sale of a
particular brand or brands of merchandise as against another brand
or brands of merchandise.

(6) No ((diotillc.l_, J.I.LCI.J.J.u.fd.L,tuJ_CJ_, J'_uLJ:JUJ_tCJ., st rteuter—of
trgquor;—or—agent—tirereof;) ) industry member shall wvisit any state
liguor store or agency for the purpose of exerting influence on
employees for sales promotion or to secure information regarding
inventory or any other matter relating to sales. They may deliver,
or have delivered, and assemble where required, consumer offers and
display material that have been approved by the hoard ((or—its
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gestymee) ). Violation of this section will result in a penalty
against all company items, which in appropriate cases could mean a
partial or total delisting of those items.

(7) No ((dibtilch_, ulauufcu,tu.J_c:J_, J._myu_x_tc;, er—cHistrilator—o®
Houor;—or—agernrt—tirereot;) ) industry member shall give or offer to
any employee of the board any entertainment, gratuity or other
ceonsideration for the purpose of inducing or promoting the sale of
merchandise.

(8) No ((distitter; = rordistr ;
agert—thereofts)) industry member shall allow, pay or rebate,
directly or indirectly, any cash or merchandise to any ((retasit
Ticemses)) retailer to induce or promote the sale of liquor,
including the payment of tips to such {(Iicensees)) retailers or
their employees and the purchasing of drinks "for the house.™ Such
persons, firms and licensees must operate in conformity with WAC
314-12-140, RCW 66.28.010, 66.28.040, and other applicable laws and
rules.

(9) Upon the infracticon of any law or regulation by any
(dtstt%ier———maﬁufattnrer———tmpUrter"*—drstrtbutor———or——aqent
industry member, the board may, in addition to imposing other
penalties as prescribed by law, remcve such firm's products from
the sales list of the board, and/or prohibit the sale of any brand
or brands of beer or wine involved as provided in RCW 66.28.030.

(10) Upon the termination of the employment of a licensed
agent, his employer shall immediately notify the board and with
such notice return to the board the agent's license issued to such
person.

AMENDATORY SECTION (Amending WSR 94-14-023, filed 6/277/94,
effective 7/28/94)

WAC 314-44-015 Agent license limited authority. (1) Agents
licensed under the authority of RCW 66.24,310 may perform goodwill
activities as authorized by the board.

{2) Agents licensed under RCW 66.24. 310 are prohibited from
using their agent’s license as a means to represent their being an
employee of the board for the purpose of:

(a) Obtaining admission to liquor licensed
establishments ( (7)) :

(b) Misleading anyone into thinking they are a liquor
enforcement officer; or

{c) Checking identification of patrons.
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AMENDATORY SECTION (Amending WSR 98-18-097, filed 9/2/98, effective
10/3/98)

WAC 314-52-080 Novelty advertising. (1) Novelty branded
promotional advertising items { (skatt)) which are of nominal value
singly or in the agdredate, may be provided to retailers bv
industrv members. Singly or in the aggregate is per licensed
location., Such items include, but ((stedt)) are not {((Fe)) limited
to({(7)})s_Trays, lighters, blotters, post cards, pencils, ccasters,
menu cards, meal CheCkS, napkins, clocks, ((chJ_J..l.llzj dj_.)pdj.l:l,))
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openers, corkscrews, matches, printed recipes, shirts, hats,
visors, and other similar items. Branded promotional items:

da) Must be used exclusively by the retailer or its emplovees
in_a manner consistent with its license:

{b) Must bear imprinted advertising matter of the industry
member only;

. c) May only be provided by industry members to retailers and

their emplovees;

(d} May not be provided by or through retailers or their
emplovyees to retail customers.

(2) Ap industry member is not obligated to provide any branded
promotional items, and a retailer may not require an industry
member to provide such branded promotional items as a condition for

selling any alcochol to the retailer.
(3) Any industry member, retailer, or other person asserting

the provision of branded promotional items has resulted or is more
likely than not teo result in undue influence or an adverse impact
on public health and gsafety, or is otherwise inconsistent with the
criteria in subsection (1} of this section, may file a complaint
with the board.

Upon receipt of a complaint the board may ceonduct an
investigation as it deems appropriate in the circumstances.

{a}) The board may issue an administrative violation notice to

the industrv member, to the retailer, or both.
(b} The recivient of the administrative violation notice mavy
request a hearing under chapter 34.05 RCW.
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{4) An industry member or their employee ((ther=otf)), may
sell, and a retail licensee may purchase, for use, resale, or
distribution on the licensed premises any novelty advertising
items. The price {{(tirereof)) shall be not 1less than the
{ (mamofacturer ! Sy Jl_lll}__)uj_tt:J_ ! Sy oL dstrtiuterts) ) industry member's
cost of acquisition. In no event shall credit be extended to any
retail licensee. The purchase by retail licensees of such items
shall be suppoerted by invoices or signed vouchers which shall be
preserved for ((two)) three years on the licensed premises and
available for immediate inspection by board enforcement officers.

( ( (4) A—mamrfacturer ; J'_J.Lq:JULtt:J,_ I o distr Jl.‘sJutUJ.) ) 5 An
industry member who sells novelty advertising items to retail
licensees shall keep on file the original({=)) or ({(copies)) cop¥y
of all sales slips, invoices, and other memoranda covering all
purchases of novelty advertising items ((from)) by the ((suppiter
ormanufacturerof suchTtems) ) industry member and shall also keep
on file a copy of all invecices, sales slips, or memoranda
reflecting the sales to retail licensees or other disbursement of
all novelty advertising items. Such records shall be maintained in
a manner satisfactory to the becard and must be preserved in the
office of the ((manmufacturer;—importer—or—distriotor)) industry
member for a pericd of at least ({twe)) Lthree years after each
purchase or sale. Any manufacturer which does not maintain a
principal office within the state shall, when requested, furnish
the above required records at a designated location within the
state for review by the board.
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AMENDATORY . SECTION {Amending WSR 04-24-097, filed 12/1/04,
effective 1/1/05)

WAC 314-24-001 Definitions., ((+1¥F)}) Per RCW 66.04.010(2), an
"authorized representative" means a person who:

({fer)) (1) Is reguired to have a federal basic permit issued
by the alcohol and tobacceo tax and trade bureau;

({(tb¥r)) (2) Has its business located in the United States
outzside of the state of Washington;

({(f=r)) 4{3) Acquires ownership of wine that is produced
anywhere outside Washington by a winery which does not {(ltott—=
certitficate—of—approvali—tsswred—try—tie—boards) ) distribute those
brands for transportation into and resale in the state of
Washington{{+)):

{({tdFr)) {4) Is appointed by the winery referenced in ((+fc¥))
subsection {3) of this ((subsection)) section as its ({exclustve))
authorized representative for marketing and selling its products
within the United States or within Washington state, in accordance
with a written agreement between the authorized representative and

the winery. ((The—boarﬂ—may—watve—the—requ:rement—for—the—wrtttEﬁ

dchcuu:.uL. U.L CAL,.LU.DJ_VJ_L._\[ J_ll DJ_L.UCll_J_Ull-D \_,UJ.J.DJ.DL.CIIL. 'NLL.ll L..H.C llUJ.lLlClL
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growtihsT) )

AMENDATORY SECTIQON (Amending Order 184, Resolution No. 193,-filed
5/13/86)

WAC 314-24-070 Domestic wineries--Purchase and use of bulk
wines, brandy or wine spirits--Import permit required--Records--
Wine returned_ to_ Washington. (1) Domestic wineries may purchase
and receive under federal bond from any holder of a domestic winery
license, holder of the fruit and/or wine distillery 1license
provided in section 23-D of the Washington State Liquor Act (RCW
66.24.140), or out-of-state holder of a federal winery or fruit
distillery basic permit, bulk wine, brandy or bulk wine spirits
manufactured or produced by such holder, and use the same in the
manufacture or production of wines: Provided, That every domestic
winery which imports wine, brandy or wine spirits manufactured
outside the state of Washington for use as authorized in this
section must first be in possession of a permit issued by the
board, in accordance with RCW 66.20.010(5) of the Washington State
Liquor Act. Applications for such permits must be submitted to the
board in writing. Such permits expire at the end of the board's
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fiscal year, and are subject to renewal at that time upon written
request and remittance of said annual fee. Wine manufactured or
produced from one kind of fruit or berry may not receive wine,
brandy or wine spirits manufactured or produced from another kind
of fruit or berry. Such brandy or wine spirits so purchased shall
be used exclusively and only for the purpose of adding wine spirits
Lo wines. In those cases where the holder of a domestic winery
license shall also hold such fruit and/or wine distillery license,
then; and in such cases, such domestic winery may use brandy or
wine spirits manufactured or produced under such distillery license
as a wine spirits addition in the manufacture or, production of wine
by such holder of the domestic winery license.

(2) Any domestic winery using wine, brandy or wine spirits as
provided in subsection (1} of this section, shall make and file
with the board, not later than the tenth day of each month upon
forms prescribed and furnished by the board, a report showing all
transactions of such domestic winery in the purchase and/or use of
wine, brandy or wine spirits as provided in said subsection (1},
and shall retain one copy of such report in its own files, and
shall keep and preserve for a period of not less than two years any
bills of lading or other documents supporting such report. Cne
copy of the bill of lading covering such sale and shipment to a
domestic winery is to be forwarded to the board by the shipping
winery or fruit distillery, at the time of such shipment.

(3) A domestic winery may ship Washington wine cut of and may
return such wine to Washington state for ultimate sale. The
following conditions apply:

{a) The wine is produced in Washington by a licensed winerv.

{b) The export shall be from the licensed winery and returned
to the same entity.

{(c) The returned wine must not have been altered in any way,
with the exception of sparkling wine.

{d) A domestic winery returning previously exported Washington
wine must comply with tax c¢ollection and tracking reguirements
. initiated by the liguor control board.

{e) A domestic winery must keep on file for audit purposes
clear source - records (shipping documents, etc.) with. monthly

reporting documents. Records need to indicate what wine was

returned to the state that was previously reported as an export
including number of cases and gallcons).

NEW SECTION

WAC 314-24-107 Winery warehouse license. (1) A licensee
holding a domestic winery license under RCW 66.24.170 and acting as
a distributor of its own products may apply for a winery warehouse
license. There is no fee for this license.

(2) A winery warehouse is a premises located off the winery
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premises that is used for the storage of bulk wine and the
distribution of the winery's own products. Storage of bulk wine
may require a federal registry number.

{3) No part of the production process may take place at the
winery warehouse premises.

{4) There may be no retail sales from the winery warehouse
premises.

{5) The winery warechouse must be approved by the board under
RCW 66.24.010 and the number of warchouses off the winery premises
may not exceed one.

AMENDATORY SECTION (Amending WSR 07-02-07¢, filed 12/29/06,
effective 1/29/07)

WAC 314-24-150 Wine records--Preservation. {1} Every
domestic winery, wine distributor, wine certificate of. approval
holder, wine shipper permit holder, and wine importer shall keep
wine accounts separate from other accounts, and maintain proper
records in a form approved by the board showing all transactions in
wine.

(2) Every domestic winery, wine distributor, and wine
importer, shall, in the case of sales of wine within the state,
keep and preserve all invoices, bills of lading, sales slips, and
other evidence of sale, in the office of the domestic winery, wine
distributor or wine importer for at least ({two)) three years after
each sale.

{3) Every domestic winery, wine distributor, and wine
~importer, shall, in the case of wine exported from the state, keep
and preserve all bills of lading and other evidence of shipment in
the office of the domestic winery, wine distributor, or wine
importer for at least two years after each shipment,

(4) Both the shipping and recelving licensees and permittees,
as the case may be, shall keep and preserve all inveoices, bills of
lading, sales slips, and other evidence of sale, transfer or
shipment 1in theilr respective offices for at least {(twe)) three
years after each sale, transfer or shipment.

(5) Licensees and permittees may maintain microfilm records
containing reproductions (including microfiche) of any record,
document, or report if first approved by the board. Request for
approval shall be directed to the financial division of the
Washington state liquor control board and must include the
following information:

(a) Records proposed to be reproduced.

(b) Reproduction process.

{c} Manner of preserving the reproduction.

(d} Facilities provided for examining or viewing such
reproduction.

If the request is approved, the licensee or permittee shall
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provide for the examining, viewing, and reproduction of such
records the same as 1f they were the original records.

(6) If the licensee or permitiee keeps records within an
automated data processing (ADP) system, the system must include a
method for producing legible records that will provide the same
information required of that type of record within this sectien.
The ADP system is acceptable if it complies with the following
guideliines:

{a) Provides an audit trail so that details (invoices and
vouchers) underlying the summary accounting data may be identified
and made available upon request.

{b) Provides the cpportunity te trace any transaction back to
the original source or forward to a final total. If printouts of
transactions are not made when they are processed, the system must
have the ability to reconstruct these transactions.

(c) Has available a full description of the ADP portion of the
accounting system. This should show the applications being
performed, the procedures employed in each application, and the
controls used to ensure accurate and reliable processing.

(7) The provisions contained in subsections (5) and (&) of
this section do not eliminate the requirement o maintain source
documents, but they do allow the source documents to be maintained
in some other location.

AMENDATORY SECTION (Amending WSR 07-02-076, filed 12/2¢/06,
effective 1/29/07)

WAC 314-24-190 Wine suppliers and distributors ((price
postings)). RCW 66.28.180 requires wine distributors and suppliers

to ((fFriepriceposttrgs—with—theboard) ) maintain all current and
prior price lists at itg ligueor licensed location.
(1) Deflnltlons——For the purposes of this chapter:
( ("wimrepriceposting™or‘priceposting™)) "price list"
means a declaratlon of the prlces ((of—wtﬂe"Scid—frcm—a—suppirer—to

[=3 U_LL‘I LJ.J.UU.LUJ_ L J_.LU.llI. [=} kJ.J_D L,J_ J.JJU.L,UJ. L.U (=} .LCL,G{.J_.LC.L, Lll CJ_.J.CL,!._ [=1=)

whlch any and all brands of wine and any and all packages within a
brand are to be so0ld by the person maintaining the list.

Distributors must maintain a price list showing all such prices for
sales to retailers. Fach supplier functioning as a distributor

must maintain a price list showing all such prices for sales to

retailers as well as showing such prices for sales to distributors,

The price list will contain the wholesale prices at which any and
all brands of wine sold by the supplier or distributor shall be

available to retailers within the state.
(b) A "wine supplier" means a domestic winery, certificate of
approval holder, wine importer, wine distributor acting as the
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first United States importer, or a distributor selling wine to
another distributor.

(c) A "wine distributor” means a distributor selling to a
retailer, a domestic winery acting as a distributor, or a
certificate of approval holder with a direct shipping to Washington
retailer endorsement selling wine of its own production to a
retailer.
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+rr—Temporary) ) Produgts and price {(reductions)) lists--If a
wine supplier or distributor ((fites price—postimgs—theat)) lists
selected items on which prices are temporarily reduced ((for-ome
postirg—period—onty) ), { (Br=se)) the prices ((postings)) must
clearly reflect all items{(7)) and the selling price{{+—arrdt—the
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effoctive) ). All products must be made agvailable to all retall
licensees to the extent it is reasonably practical to do so and all
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retail licensees must be given reasonable notice of all prices and
price changes.

((t61r)) ({3) Distributor changes--

(a) The fellewing guidelines apply when a wine supplier makes
a distributor change out51de of the regular dlstrlbutor appointment
timelines {(ou .

i) ). The suppller must notlfy the board in wrltlng that
he/she wishes to change his/her current distributor and appoint a
new distributor to be effective immediately.

L . e e el . 1 e LIk} e L] . e o~
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. . | + ,

(b) A wine supplier must notify the board if any of the
contracts or agreements listed in this rule are revised or

terminated by either party ((The—beard—may—immediateiy—authorize

e 1 3 u .-
[=} LJLLLC o L.J_llg J_J_ cl WJ_J.J.C \J.J.DL_.LJ_.LJU.L_UJ_ dooUlliTo LT WIIF L TodIT L il

7)) (4) Price ((postings)) lists for new dlstrlbutors—-When
the board 1ssues a new w1ne distributor llcense, the llcensee { (mecy

.l

cl.}_JLJJ.UVCI.l L L thc J_J.LJ‘.\.,ﬁ PUDtJ‘.ll\J JI.D J..ll \_aUlll}_JlJl.ClllL.,C With t}..I.J..D J_U.lc d.ll.l.l
with—aii—otier ayylipa‘ulc taws—amd—rutes)) must have a Egrice list
available,

({(t61)) {5) Accommocdation sales--The provisions of this rule
do 'not apply({7—amt f_;.lj_u.g.‘a gr= ot J_cquircu‘.,)) when a wine
distributor makes an accommodation sale to another wine distributor
and this sale is made at a selling price that does not exceed the
laid-in cost of the wine being sold. Accommodation sales may cnly
be made when the distributor purchasing the wine is an appointed
distributor of the supplier, when the distributor is an authorized
purchaser of the brand and product being sold, and when the
supplying distributer is appeinted by the supplier.
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AMENDATORY SECTION (Amending WSR 98-18-0987, filed $/2/98, effective
10/3/98)

WAC 314-24-210 Return of wine by retailer--Replacement--
Conditions. No wine shall be returned by any retail licensee to
any wine distributor except as herein provided.

(1) Wine which is not in a salable condition may be returned
by a retail licensee to the wine distributor from whom purchased,
provided it is immediately replaced by the wine distributor with an
identical quantity, type and brand of wine: Provided, That if the
brand of wine is not presently in the wine distributor’'s stock and
is not available Lo the distributor in the immediate future, a cash
refund may be made to the retail licensee upon the approval of the
board first being obtained.

{(a) Every wine distributor shall maintain on the licensed
premises for a period of {(two)) three years complete records of
all refunds and exchanges made under this section including an
inventory of unsalable wine returned to such distributor by any
retail licensee.

(b) BSuch unsalable wine which reguires reconditioning or
destruction shall be returned by the wine distributor to the
domestic winery which manufactured or produced the same, or toc the
importer who imported such wine. When wine which has been returned
to a domestic winery by any person for reconditioning or
destruction has been assembled at the winery, a complete inventory
in duplicate of unsalable wine shall be filed with the board by the
winery with a request that inspection be made of the returned wine
before the reconditioning process or destruction is started. When
wine has been returned by the distributor to the importer who
imported such wine, a complete: inventory of said wine shall be
filed in duplicate with the becard by the importer with a request
that inspection bhe made of the returned wine before the wine is
destroyed or returned to the out-of-state manufacturer.

{c} Wine which is not in a salable condition and has been
returned to a domestic winery or importer by a distributor may be
replaced by the supplier with an identical quantity, type, and
brand of wine: Provided, That if the brand of wine 1is not
presently in the winery or importer's stock and is not available to
the supplier in the immediate future, a cash refund or credit may
be made to the distributor by the supplier. Credit extended for
the return of product should be noted on a separate document from
the original invoice. Except as provided herein, no other
adjustment, by way of a cash refund or ctherwise, shall be made by
the winery or wine distributor.

(2) Wine may be returned by a retail licensee or by a
governmental agency who has seized the same to the wine distributor
selling such wine in the event the retailer goes out of the
business of selling wine at retail or has their license changed to
a wine restricted license, and in such case a cash refund may be
made upon return of the wine, provided that consent of the board is
first had and obtained.

{3) Wine different from that ordered which has been delivered
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in error to a retail licensee may be returned to a wine distributor
and either replaced with that wine which was ordered or a cash
refund may be made upcon the approval of the board first being
obtained: Provided, That the error in delivery shall be discovered
and corrected within eight days of the date the delivery was made.

(4} A distributor may return salable wine to a Washington
winery provided the winery reimburses the distributor for the cost
of the wine plus the wine tax which was paid by the distributocr.
The winery will then put any wine returned from a distributor into
their tax paid area at the winery.
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AMENDATORY SECTION (Amending WSR 01-06-015, filed 2/26/01,
effective 3/29/01)

WAC 314-13-015 What method of payment can a retailer use to
purchase beer or wine from ((a—manufacturer—or—distributor)) an
industry member? Per RCW 66.28.010(1), a retail licensee must pay
cash for beer and wine prior to or at the time of delivery by ({=
diatLibutUL, chWcLy, T WJ..J.J.CJ__Y)) an industrv member. The board
will recognize the following forms of payment as cash payment for
the purposes of this title, under the conditions outlined in this
rule and in WAC 314-13-020.

{1) Checks, under the provisions of WAC 314-13-020.

(2) Credit/debit cards, under the following provisions:

{a) The credit or debit card transaction agreement must be
voluntary on the part of both the retailer and the ((mauufaptu.i_cJ_,
Tmporter;—or—distributeor) ) industryv member, and there must be no
discrimination for nonparticipation in credit or debit card
transactions.

(b) A sale must be initiated by an irrevocable invoice or sale
order before or at the time of delivery.

(c) Both parties must bear their respective banking costs or
other costs associated with the credit or debit card service.

{d} Both parties must maintain records of transactions and
have the records readily available for board review.

(e) The credit or debit card charge must be initiated by the
((manufattureT——Impﬁrter——crﬂ&rstrtbﬂtﬁrj) industry member no later
than the first business day following delivery.

(3} Electronic funds transfer (EFT), under the following
provisions:

{a) The EFT agreement must be woluntary on the part of both
the retailer and the /((manmafecturer—importer—or—istributor))
industry member, and there must be noc discrimination for
nonparticipation in EFT.

(b) Prior to any EFT transaction, the retail licensee must
enter into a written agreement with the ( {(memofactorer,—tmportery
or—distributor)) industry member specifying the terms and
conditions for EFT as payment for alcohol or nonalcohol beverages.

(c) A sale must be initiated by an irrevocable invoice or sale
order before or at the time of delivery.

(d) Both parties must bear their respective banking costs or
other costs associated with EFT service.

(e) Both parties must maintain records of transactions and
have the records readily availlable for board review.

(£} The electrcnic funds transfer must be initiated by the
((mauufcu..tu.L\:J_, illlPULtCL, or Llj_atJ_J'_butu.L)) retailer or industry
member no later than the first business day following delivery and
must be paid as promptly as is reasonably practical, and in no
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event later than five business davs following delivery. Any
attempt by a retailer to delay payment on EFT transactions for any
period of time bevond the minimum as is reasonably practical will
be considered an unlawful attempt to purchase products on credit.

(4) Prepaid accounts. Both parties must keep accurate
accounting records of prepaid accounts to ensure a cash deposit is
not overextended, which is considered an extension of credit.

AMENDATORY SECTION {Afmending WSR 01-06-015, filed 2/26/01,
effective 3/29/01)

WAC 314-13-020 What 4if a check, EFT transaction, or
credit/debit card transaction is reported as having nonsufficient
funds (NSF)? Bny transaction reported as having nonsufficient
funds (NSF) will be considered an extension of credit, in vieclation
of RCW 66.28.010{(1). If a transaction is repcrted as NSF:

(1) The retailer must pay the full amount of the transaction
to the ((mrmrfactorer—tmporter,—or—distributer)) industryv member
by 3 p.m. on the first business day following receipt of the NSF
report.

{2) If the retailer does not make payment by this time, the
( (manmufacturer—tmporter—or—dtstributor)) industry member must
report the NSF transacticon to the their local board enforcement
office by 5 p.m. the next business day fellowing receipt of the NSF
report.

(3) The local board enforcement office will contact the
retailer, who will have until 3 p.m. the next business day to pay

the NSF transaction. If the retailer does not pay the
( {(marmafacturer—importer—or—dTstriutor) ) industry member by this

time, the board will issue an administrative wviclation notice to
the retailer.

{4) Until the NSF transaction is paid:

(a)} The ({mamufacturer;y—importer; or distributor)) industry
member who received the NSF transaction will not deliver any beer
or wine to the retailer; and _

{b) It is the responsibkility ¢f the retailer to not receive

any beer or wine from any ( (marmorfaeturer—tmporter—or

distributor)) industry member.

AMENDATORY SECTION (Amending WSR 01-06-015, filed 2/26/01,
effective 3/29/01)

' WAC 314-13-025 How do retail licensees purchase spirituous
liqueor at a discount from the board? (1) In order tc acquire

[ 21 OTS-2683.2



spirituous liquor for resale, the following licensees must purchase
spirituous liquor from the board at a fifteen percent discount:

{a) Spirits, beer, and wine restaurants;

(b) Spirits, beer, and wine private clubs; (({amt))

{c) Spirits., beer, and wine nightclubs; and

{d} Sports/entertainment facilities.

(2} When purchasing spirituous liquor, the licensee must
present the tear-off portion of the business' master license that
shows its liquor endorsement.

(3} This discounted spiritucus liquor may only be used for
resale on the licensed premises (see WAC 314-70-010 for
instructions on when a business discontinues).

(a) Possession of discounted liquor off of the licensed
premises will be prima facie evidence of a viclation of this rule,
unless:

(i) The liguor is en route from the point of purchase to the
licensed premises((+)): or

{i1) The liquor is en route from the licensed premises of a
beer and/or wine restaurant or a spirits, beer, and wine restaurant
with a caterer's endorsement to an approved event being catered by
the licensee,

(b) Any spirituous liquor on the licensed premises must be
liquor purchased at a discount from the board, except:

(1) Under the authority of a banquet permit, see chapter 314-
18 WAC; or

(ii) Liguor bottles if they are used as part of the decor, and
any bottles containing liguor are locked in a display case and are
not for sale.
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