Washington State
Liquor Control Board

WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — December 5, 2012

Board Member Chris Marr called the regular meeting of the Washington State Liquor Control Board (WSLCB)
to order at 10:00 a.m., on Wednesday, December 5, 2012 in the Boardroom at 3000 Pacific Avenue S.E.,
Olympia, Washington. Board Member Ruthann Kurose participated by phone. Board Chair Sharon Foster was
absent.

Approval of Minutes
Minutes from the November 28, 2012 meeting were deferred for approval until the December 19, 2012
meeting,

Board Approval to File CR 101 to Begin Implementation of 1-502

Rules Coordinator Karen McCall presented the Board with a CR 101 to begin |mplementat|on of I-502,
beginning with the producer license and requirements. New license types with specific requirements were
created by the initiative. Additional rulemaking will be filed at a later date to address the other new licenses.
Karen noted that hearings to obtain public input regarding overall implementation of 1-502 will likely be
scheduled in the coming months. Member Kurose made a motion to approve. Member Marr seconded. All
were in favor. '

Board Approval to File CR 101 for Revisions to WAC 314-02-107

Karen requested Board approval to file a CR 101 for revisions to WAC 314-02-107. The Board received a
petition for rulemaking from Chief Ed Holmes, President of the Washington Association of Sheriffs and Police
Chiefs (WASPC), requesting that the Board adopt a rule requiring reporting from Spirits Retail licensees
regarding theft and internal shrinkage of sprits product. This CR 101 is a result of that petition for rulemaking.
‘Member Kurose made a motion to approve. Member Marr seconded. All were in favor.

Board Adoption of CR 103 to Implement 2012 Legistation

Karen presented the Board with a CR 103 to implement 2012 legislation, specific to small wineries annual
reporting. Senate Bill 5259 was passed during the 2012 legislative session, allowing wineries or wine
certificate of approval holders to report annually if they had total taxable sales of wine in Washington State of
6,000 gallons or less during the calendar year preceding the date the report would otherwise be due. Rules
are required to implement this legislation. Karen noted that no stakeholders provided verbal testimony at the
public hearing on the rulemaking, and she had received one written comment, which was in favor. Member
Kurose made a motion to approve. Member Marr seconded. All were in favor.

New Business _
" Member Marr opened the meeting up for new business. Two stakeholders provided verbal testimony:
s Holly Chisa, Northwest Grocers Association (NWGA)

o Holly told the Board that the NWGA had been workmg with local law enforcement for years regarding
retail theft. She expressed interest in working with the WSLCB moving forward, using the knowledge
gained over years of collaboration with law enforcement.
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o Darren Smith, Washington Liquor Store Association (WaLSA)
o Darren expressed concern with the rulemaking requiring i’eporting on theft and internal shrinkage of
Spirits products from Spirits Retail licensees. He stated that smaller licensess may struggle with
allocating their limited resources to the calculation and report of theft/internal shrinkage, and that only
retailers experiencing an issue should be required to participate; :

Old Business:
There was no old business.

The Board Meeting was adjourned at 10:26 a.m.

NS ENT Bl btnonme | Ciygar
Sharon Foster, 7 Ruthann Kurose,
Beard Chair Board Member Board Member
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Date: December 5, 2012

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

From: Karen McCall, Agency Rules Coordinator

Copy: Pat Kohler, Administrative Director
Rick Garza, Deputy Administrator
Justin Nordhorn, Chief of Enforcement .
Alan Rathbun, Licensing Director

Subject: Approval for filing a pre-proposal statement of inquiry (CR 101) to
create a new chapter in Title 314 WAC: WAC 314-55 to-being-2fin
implementing 1-502 ,

This rulemaking is the result of the passage of I-502 - the marijuana initiative. Rules
are needed to implement the initiative. This rulemaking will address the producer
license and requirements.

Process

The Rules Coordinator requests approval to file the pre-proposal statement of inquiry
(CR 101) for the rule making described above. An issue paper on this rule was
presented at the Board meeting on December 5, 2012, and is attached to this order.

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

December 5, 2012 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101)

December 19, 2012 Code Reviser publishes notice, LCB sends notice to

- rules distribution list

| January 10, 2013 End of written comment period

March 6, 2013 Board is asked to approve filing the proposed rules (CR
102 filing)

March 20, 2013 Code Reviser publishes notice, LCB sends notice to
rules distribution list , :

April 10, 2013 Public hearing held

April 10, 2013 End of written comment period
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April 17, 2013 Board is asked to adopt rules

April 17, 2013 Agency sends notice to those who commented both at
the public hearing and in writing.

April 17, 2013 Agency files adopted rules with the Code Reviser (CR
103)

May 18, 2013 Rules are effective (31 days after filing)

Approve Disapprove f’f]g? Q—@ n‘l’

Sharon Foster, Chairman Date

__:APPFOVS : Disapprove l/Dl —(’WVW /7—'/5' /[ R

ann |4 rose, Board Member Date

1o fyn

/ Approve Disapprove SR e
Chifis Marr, Board Member Date

Attachment: Issue Paper
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Washington State Liquor Control Board

Issue Paper |

Rules to Implement I-502

Date: December 5, 2012

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 fite the
first stage of rule making (CR 101) to begin the development rules to implement
Initiative 502.

Why is rule making necessary?

Rules are needed to implement Initiative 502. New license types were created
with specific requirements. Rules are needed to clarify the new laws created in
Initiative 502. This rulemaking will address rules regarding marijuana producer
licenses and the requirements for those licenses. Additional rulemaking will be
filed at a later date to address the other new licenses created in the initiative.

Process

The rule making process begins by announcing LCB’s intent to propose new rules
by filing a CR 101 form. This allows staff and stakeholders to begin discussing
necessary new rules. At the CR 101 stage of the process, no proposed language
is offered. The public may comment on the subject of this rulemaking during the
designated comment period. Notice will be sent to all who have indicated that
they want to receive notice of rule changes. The notice will identify the public
comment period and where comments can be sent. Based on public input
received, staff will draft proposed changes for presentation to the Board at the
next phase of the rule making process.
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Date: = December5, 2012

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

From: Karen McCall, Agency Rules Coordinator

Copy: Pat Kohler, Administrative Director
Rick Garza, Deputy Administrator
Justin Nordhorn, Chief of Enforcement
Alan Rathbun, Licensing Director

Subject: Approval for filing a pre-proposal statement of inquiry (CR 101} to
amend WAC 314-02-107 What are the requirements for a spirits retail
license?

This rulemaking is the result of a stakeholder request from Chief Ed Holmes, President
of the Washington Association of Sheriffs and Police Chiefs. Chief Holmes would like
rules requiring spirits retail licensees to report spirits product loss due to theft and
internal shrinkage. '

Process

The Rules Coordinator requests approval to file the pre-proposal statement of inquiry
(CR 101) for the rule making described above. An issue paper on this rule was
presented at the Board meeting on December 5, 2012, and is attached to this order.

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

December 5, 2012 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101)

December 19, 2012 Code Reviser publishes notice, L.CB sends notice to
rules distribution list

January 10, 2013 End of written comment period

January 23, 2013 Board is asked to approve filing the proposed rules (CR
102 filing) :

February 6, 2013 Code Reviser publishes notice, LCB sends notice to

rules distribution list

February 27, 2013 Public hearing held
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February 27, 2013 End of written comment period
March 6, 2013 Board is asked to adopt rules
March 6, 2013 Agency sends notice to those who commented both at
the public hearing and in writing.
March 6, 2013 Agency files adopted rules with the Code Reviser (CR
103)
April 7, 2013 Rules are effective (31 days after filing)
Approve Disapprove ppient —

Sharon Foster, Chairman- Date

/ .
Approve Disapprove Iz 'Ff’/@ﬂw (}/ s / 2
?Ahjnn rose,'Board Member Date
/ Approve Disapprove C/‘" ! 2’/{3'” [ e

&hrfs Marr, Board Member Date

Attachment: Issue Paper
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Washington State Liquor Control Board

Issue Paper

Rule Making on Requirements for Spirits Retail
Licensees | |

Date: December 5, 2012
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
first stage of rule making (CR 101) to amend WAC 314-02-107 - What are the
requirements for a spirits retail license?

Why is rule making necessary?

The board received a petition for rulemaking from Chief Ed Holmes, President, of
the Washington Association of Sheriffs and Police Chiefs. Chief Holmes is
requesting the board to adopt a rule requiring reporting of loss due to theft and
internal shrinkage of spirits product for all spirits retail licensees in the state.
Chief Holmes states in the petition for rulemaking:

“Since the enactment of Initiative 1183, retail alcohol sales points have
grown to approximately 1500 outlets. Many, if not most, of these businesses
were not planned and constructed to properly secure high theft items such as
spirits. As a result, we believe significant amounts of spirits are being diverted
from legitimate sales and unlawfully making their way into the community. This
is resulting in increased access fo alcohol by youth under 21 years of age,
secondary unlawful sales of spirits, loss of legitimate sales tax collection, and an
increasing black market focused on theft and resale of spirits.

In order for public safety to properly gauge the level of such diversions,
we need to have reliable data from which we can determine the level, location,
and impacts of unlawful liquor sales and secondary distribution. Currently there
/s no requirement for such data collection, and, to knowledge, no licensed liguor
sales locations are providing this essential information.”

Process

The rule making process begins by announcing LCB’s intent to change existing
rules by filing a CR 101 form. This allows staff and stakeholders to begin
discussing necessary changes. No proposed language is offered at this stage.
The public may comment during the designated comment period. Notice will be
sent to all who have indicated that they want to receive notice of rule changes.

- The notice will identify the public comment period and where comments can be
sent. Board staff will work closely with stakeholders in the development of any
rules. Staff will draft proposed changes for presentation to the Board at the next
phase of the rule making process.
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Date: December 5, 2012

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

From‘.' Karen McCall, Agency Rules Coordinator

Copy: Pat Kohler, Administrative Director
Rick Garza, Deputy Administrator
Justin Nordhorn, Enforcement and Education Director

Subject: Approval of final rulemaking (CR 103) for) amending current rules to
allow smail wineries to file summary tax reports annually

At the Board meeting on December 5, 2012, the rules coordinator requests that the
Liquor Control Board approve the final rulemaking (CR 103) for small wineries annual
reporting. :

The Board was briefed on the rule making background, public comment, and agency
response for this rule making. An issue paper and text of the rule change is attached.

If approved, the Rules Coordinator will send an explanation of the rule making to all
persons who submitted comments, No comments were given at the public hearing held
on November 28, 2012, held in the Board’s meeting room in Olympia, Washington.

After sending this explanation, the Rules Coordinator will file the rules with the Office of

the Code Reviser. The effective date of the rules will be 31 days after filing.

Approve Disapprove %W'f’

Sharon Foster, Chairman Date

L_Approve _____ Disapprove viz "\L??/Qbfc’bo*u ['9—/3‘ /{ 3

/ Approve Disapprove

Attachment: [ssue Paper

RutharmyKuroge, Bdard Member Date

W/
Ao

Chr‘is-Mér, Board Member Date
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Washington State Liquor Control Board
Issue Paper

Small Wineries Annual Reporting

Date: October 10, 2012 :

Presented by:  Karen McCall, Agency Rules Coordinator
Description of the Issue _

The purpose of this issue paper is to recommend that the Washington State

Liquor Control Board (WSLCB) proceed with final rule making and adopt the rules
allowing small wineries to report annually, _

Why is rule making necessary?
- The following bill was passed during the 2012 legislative session:

e SB 5259 Tax payment and reporting requirements of small wineries

Currently ali wineries are required to report monthly. This legislation allows
wineries or wine certificate of approval holders to report annually if they had total
taxable sales of wine in Washington State of 6,000 gallons or iess during the
calendar year preceding the date the report would otherwise be due. Rules are
needed to implement this legislation.

Public Comment _ |
No comments were received at the public hearing held on November 28, 2012,
One written comment was received on this rulemaking.

What changes are being proposed?
Amended WAC 314-19-005 What is the purpose of chapter 314-19
WAC? Changed the word “permittee” to “permit holders”.

Amended WAC 314-19-010 Definitions. Removed the word "monthly” as it
referred to tax reports.

Amended WAC 314-19-015 What are the menthiy-reporting and tax
payment requirements? Removed the word “monthly” and “month” as it
referred to tax reporting and payments. Added language allowing annual
reporting for small wineries under certain conditions. '

Amended WAC 314-19-020 What if a licensee doesn't report or pay the

taxes due, or reports or pays late? Changed the word “permittee” to “permit
holder”.

Issue Paper CR 103 Small winery tax reporting 1 12/5/12






Amended WAC 314-19-030 How can a licensee claim a credit or refund
for tax-paid product? Removed the word “monthly” as it referred to reports.

Repealed WAC 314-19-040 Is there any exception to the additional tax
imposed on fortified wine? '

Amended WAC 314-24-070 Domestic wineries—Purchase and use of
bulk wines, brandy or wine spirits—Import permit required—Records—
Wine returned to Washington. Removed the word “monthly” as it referred to
raporting documents.

Amended WAC 314-24-120 Importation of foreign wine—United States
wineries—Monthly Reports—Records. Removed the word “monthly” from
the WAC title.

Attachment: Proposed Rules
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AMENDATORY

SECTTION

affective 1/2%/07)

WAC 314-19-005

(Amending WSR 07-02-078,

filed 12/29/06,

What is the purpose of chapter 314-19 WAC?

The purpose of this chapter is to outline the beer and wine tax

reporting
licensees and

and payment

{ (permittees))

reguirements
permit holders:

for the

following ligquor

Type of liquor license

Laws that outline tax
rates and requirements

(a) Washington beer
and/or wine distributor

RCW 66.24.210,
66.24.230, 66.24.290,
66.24.305

(b) Washington beer RCW 66.24.230
and/or wine importer
(c) Domestic brewery RCW 66.24.270,
66.24.290, 66.24.305
(d) Domestic RCW 66.24.270,
brewery/brand owner 66.24.290, 66.24.3053
(e) Microbrewery RCW 66.24.270,
66.24.290, 66.24.305
(fy Domestic winery RCW 66.24.210,

66.24.215, 66.24.230,
66.24,305

{g) Public house RCW 66.24.290,
66.24.580

(h) Beer certificate of RCW 66.24.270

approval holder

(i) Wine certificate of RCW 66.24.210,

approval holder 66.24.206

(j) Authorized RCW 66.04.010,

representative certificate
of approval holder--U.S.
produced beer

66.24.261, 66.24.270

(k) Authorized
representative certificate
of approval holder--
foreign produced beer

RCW 66.04.010,
66,24,261, 66,24,270

(1) Authorized
representative certificate
of approval holder--U.S.
produced wine

RCW 66.04.010,
66.24.203, 66.24.206

{m) Authorized
representative certificate
of approval holder--
foreign produced wine

RCW 66.04.010,
66.24.203, 66.24.206
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Laws that outline tax

Type of liquor license rates and requirements
{n) Retailer with an RCW 66.24.210,
endorsement to receive 66.24.290, 66.24.270

direct shipments of beer
and wine from breweries,
microbreweries, or
wineries

(0) Wine shipper permit RCW 66,24.210
holder

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

WAC 314-19-010 Definitions. The following definitions are to
clarify the purpose and intent of the rules and laws governing beer
and wine tax repcrting and payment regquirements. Additional
definitions can be found in RCW 66.04.010.

(L) "Late." A ((momthly)) tax payment 1s considered late 1if
it is unpaid on the due date and remains unpaid until the twentieth
day of the following month. :

(2) "Missing." A ((monthTy)) tax report and tax payment, 1if
taxes are owed, is considered misgsing 1f it is more than thirty
days past the required filing date.

(3} "Samples" are beer and/or wine furnished to retail
licensees for the purpose of negotiating a sale, per RCW 66.28.040.
See WAC 314-64-080 for sampling procedures,

(4) "Tastings" are beer and/or wine products provided to
customers at no charge for the purpcse of promoting a sale, that
are consumed con the premises of a domestic brewery, microbrewery,
winery, or additional winery locations as authorized by RCW
66.24.170(4)y. Tastings are not taxable under this title.

AMENDATORY SECTTON (Amending WSR 10-01-090, filed 12/16/09,
effective 1/16/10)

WAC 314-19-015 What aré the {(monthily)) reporting and tax
payment requirements? {l) The required {(momtkiy)) beer and/or
wine tax reports must be:

(a) On a form furnished by the board cor in a format approved
by the bcard;

(b) Filed every month, including months with no activity or
taxes due. A winerv or wine certificate of approval holder with
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total taxable =zales of wine in Washington state of six thousand
gallons or Jless during the calendar vear may elect to . file
anpually; ‘

{c} Submitted, with the tax due, tec the board on or before the
twentieth day of ((e=ch)) Lthe month following the end of the
reporting period, for the previous ((merrth)) reporting period (for
example, a monthly report listing transactions for the month of
January is due by February 20; _an annual report listing
Ltransactions for 2012 is due by January 20, 2013). 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 cf liguor license or permit
held.

{2} Wineries, wine certificate of approval holders and wine
shippers who elect te file annually:

{a} Must have taxable gales of wine in Washington state of six
thousand gallons ¢or less during the calendar vear:

(b) New licensees who anticipate taxable sales of wine in
Washington state of less than six thousand gallons must recuest by
notifving the liguor contrecl beard within thirty days of license
issuance that thev would like to file annually;

-{c) May only chandge reporting freguency {(te annual filing or
off annual filing) at the beginning of a calendar vear, effective
month must be January; '

(d) Are required to file multiple reports in the event of a
midyear tax rate change (for example, the tax rate changes June
1st; annual filer will submit two reports. One for January lst
through May 31st and gne for June lst through December 3lst. Both
are due January 20th following the end of the reporting periocd);

{e} Must submit a report the month following the month the
license has been discontinued or business closed (for example,
annual filer clcoses business/discontinued license Mav 25th, report
is due June 20th).

Type of Licensee Tax Payment Requivements

((£23)) (3) Washinglton (a) Distributors must pay taxes on all
beer 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 314-64-090 for more information). The
total tax due (per barrel for beer and per liter
for wine) s to be paid by the first distributor
te 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 distiibutor who has already
paid the Washington state tax on the produet,

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

Tax Payment Requirements

(1) Shipments exported directly to a
point cutside the state of Washington,
including sales to interstate common
carriers;

(il) 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);

(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
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 ficensed
premises and available for inspection by
board employees for a period of two 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,

microbreweries, and
domestic wineries

{{(€2)) (4) Washington | Importers must pay taxes on samples
beer and/or wine received during the preceding calendar
importers month, as follows:

() 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))) (33 Domestic {a) Domestic breweries,
brewearics, microbreweries, and domestic wineties must

list production for the current ({mronth))
reporting period only, The brewery that the
domestic brewery/brand owner contracts
with is required to include any products they
produce for the brand owner in their
production count,

(b) Domestic breweries,
microbroweries, and domestic wineries must
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-stale residents;

(ii) Sold to retail licensees;

(iii) Purnished as samples to retail
licensees 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
501 (X3} or (6) nonprofit organizations per
RCW 66.28.040 or to the Washington wine
comumission per RCW 66.12.180 and
66.24.210;
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Type of Licensee

Tax Payment Requirements

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

(vi) Sold ar, 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 refurned to
Washington state if used as outlined in (b)(i),
(ii), (iif}, (iv), or (vi) of this subsection.

(¢) Domestic breweries,
microbreweries, and domestic wineries de
net pay tax on beer and/or wine that is:

(i} Sold to or furnished as samples to
distributors;

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

(iii) Bxported directly to a point outside
the state of Washington, including sales to
interstate corminon carriers;

(iv) ((SohtHerthe-Washingtorrstate
1)) Sold to any military reservation in
‘Washington state; or

{(&1)) (v) Provided as a tasting on the
brewery or winery preinises 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."

((€59) (6) Domestic
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 (o a
point outside the state of Washington, during
the preceding ((mmmth)) reporting period,

(b) Domestic brewery-brand owners are

net responsible for the tax on beer that is
contract produced,

(¢669) (72 Out-of-
state beer and/or wine
certificate of approval
holders

{(n) 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 impotier,
in¢luding samples, during the preceding
((mrenth)) reporting period.

(b} Tax is due from the certificate of
approval holder;

(i) On samples shipped to licensed
agents, and

(i) On donations to the Washin gton
wine commission per RCW 66.12.180 and
66,24.219 or to 501 (c)(3) nonprofit
charitable associations within Washington
state per RCW 66.28.040.

((FA)) (8) Out-of-state
United States beer
and/or wine certificate
of approval holders
with a direct shipping
to Washington retailer
endorsement

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

(b} Tux is due from the certificate of
approval holder on beer and/or wine sold or
delivered Lo retail licensees and on sales to
nonprofit charitable asgociations.

[ 5]
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AMENDATORY

Type of Licensee

Tax Payment Requirements

((689)) (9)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

((tremth)) reporting period.

endorsement () Tax is due from the certificate of
approval holder on wine sold or delivered to
Washington state residents.

{5 (10) (a) Authorized representative certificate

Authorized of approval holders must file a report

representative showing the quantity of all beer and/or wine

certificate of approval
holders-U.S. and/or
foreign produced beer
or wine

sold or delivered to each licensed beer ot
wine distributor or importer, including
samples. They must list the brewery and/or
winery that they represent and that had
shipiments into Washington state during the
preceding morth,

(b) Tax is due from the authorized
representative beer andfor wine certificate of
approval holders only on samples shipped to
licensed agents, directly to retailers per WAC
314-64-080 and 314-64-0%0, donations to
the Washington wine commission per RCW
66,12.180 and 66.24.210, or to 501 (c)(3)
nonprofit charitabie associations within
‘Washington state per RCW 66.28.040.

(60 (11) Public

house licensees

Public house licensees must pay taxes on all
sales of their own preduct during the
preceding calendar month.

(L)) (12) Retailer
with an.endorsement
allowing receipt of
direct shipment of
beer or wine from a
United States brewery,
Imicrobrewery, or
winery

A Washington retailer who receives
shipments directly from a United States
brewery, microbrewery, or winery, outside
Washington, must file a report showing the
quantity of heer and wine received by direct
shipment from each licensed beer or wine
producer, including samples, during the
preceding month,

(€123)) (13) Wine
shipper permit holder

(a) An out-of-state winery must file a
report showing the total quantity of wine
sold or delivered to consumers during the
preceding {(month)) reporting period.

+ (b) Pay the tax due for sales of wine to
Washington state residents.

SECTICN

effective 1/29/07)

(Amending WSR 07-02-076,

12/29/08,

WAC 314-19-020 What if a licensee doesn't report or pay the

taxes due,

or reports or pays late?

The board may take the

following actions against a licensee or ((permittee)) permit holder
in order to collect any of the reports or taxes due that are
outlined in this title.

OTS-5059.1






(1) Suspension or
revocation of license

{a) Failure to make & report andfor pay
the taxes in the manner and dates outlined in

- this chapter will be sufficient ground for the

board to suspend or revoke a liquor license,
wine shipper permit, or certificate of
approval (per RCW 66.08.150, 66.24.010,
66.24.120, 66,24.206, 66.20.370, 66.20.380,
and 66.24,270),

{b) The suspension will remain in
effect until all missing reports and/or taxes
have been filed with the board (see WAC
314-19-010Q1) for the definition of
"missing").

(2) Penalties

A penalty of two percent per month will be
assessed on any tax payments postmarked
after the twentieth day of the month
following the ((mwonth)) reporting period of
((snde)) the transactions (per the reporting
requirements outlined in WAC 314-19-013,
RCW 66.24.290, and 66.24.210). ‘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.

(3) Surety bond
requirements

(a) What is a surety bond? A "surety

bond" is a type of insurance policy that
guarantees beer and/or wine tax payment to
the state, The surety bond must be:

(i) Executed by a surety company
authorized to do business in the state of
Washington;

(1) On a form and in an amount
acceptable to the board;

(iii) Payable to the Washington state
liquor control board; and

(iv) Conditioned that the licensee will
pay the taxes and penalties levied by RCW
66.24.210 and/or 66,24.260.

{(v) As an option to obtaining a surety
bond, a licensee may create an assignment of
savings account for the board in the same
amount as required for a surety bond.
Requests for this option must be submitted
in writing to the board's financiai division,

(b) When will the board require a
surety bond? The board may require a
surety bond from a Washington beer andfor
wine distributor, domestic micrebrewery,

" domestic brewery, public house, domestic

winery, wine shipper, or a beer or wine
certificate of approval holder that has a
direct shipment privilege. If any of the
following occur, the board may require the
licensee or ({permyttee)) permit holder to
obtain a surety bond or assignment of
savings account, within twenty-one days
after an administrative violation notice is
issued:

(1) A repott or tax payment s missing,
a8 defined in WAC 314-19-010, for two or
more consecutive months; or

(il) A report or tax payment is missing,
as defined in WAC 314-19-010, two or more
times within a two year period.
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{c) What will happen if the licensee
does not acquire the surety bond or
savings account? Failure to meet the
bonding or savings account requirements
outlined in subgections (a) and (b) of this
rule may result in immediate suspension of
license privileges until all missing reports are
filed and late taxes have been paid and the
surety bond is acquired or the savings
account is established.

{d) In what amount and for how long
will the board require a surety bond? The
amount of a surety bond or savings account
required by this chapter must be either
$3,000, or the total of the highest four
months’ worth of tax lability for the
previous twelve month period, whichever is
greater.

(i) The licensee or ({perrittes)) permit .

holder must maintain the bond for at least
two years. After the two year period the
licensee or {(permittee)) permit holder may
request an exemption as gutlined in
subsection (f} of this rule.

(ii) Surety bond and savings account
amounts may be reviewad annually and
compared to the last twelve months' tax
liability of the licensee. If the current bond
or savings account amount does not meet the
requiretnents outlined in this section, the
licensee or ((petmittee)) permit holder will
be required to increase the bond amount or
amonnt on deposit within twenty-one days,

(e) What action will the board take
when a ficensee or ({permittee)) permit
holder holds a sarety hond and does not
pay taxes due or pays late? If a licensee or
{{permittes)) permit holder holds a surety
bond or savings account, the board will
immediately start the process o collect
overdue taxes from the surety company or
assigned account, If the exact amcunt of
taxes due is not known due to missing
1eports, the board will estimate the taxes due
based on previous production, receipts,
an/or sales.

(f) Can a licensee or {(pernritiec))
permit holder request an exemption to the
surety bond or savings account
requirement? A licensee or ((petmittes))
permit holder may make a written request to
the board's financial division for an
exemption from the surety bend or
assignment of savings account requirements.
The board will grant an exemption once the
following criteria are met:

(1) The licensee or ((permittee)) permit
holder has filed teports and paid applicable
taxes to the board for ut least bwo years
immediately prior to the exemption request;
and

(ii) There have been no late or missing
reports or tax payments during the previous
two years,
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(iii) In order to remain exempt from the
surety bond or assignment of savings
account requirements, the licensee must
continue to meet the tax reporting and
payment requirements cutlined in this title
{outlined in WAC 314-19-015, RCW
66.24.206, 66.24.210, 66,24.270, 66.24.290,
and 66.24.580),

AMENDATORY SECTION (Amending WSR 04-24-007, filed 11/19/04,
effective 12/20/04) '

WAC 314-19-030 How can a licensee claim a credit or refund
for tax-paid product? '

(1) How to claim a tax credit | (2) How to efaim a tax refund

(a) On the next (a) A licensée may request a
{(montirdy)) report filed, show refund, rather than claim a credit, if
the amount of product for the amount of the credit is too large
which a tax credit is due in the | to be used in a reasonable amount of
appropriate section(s) of the time or the licensee has
form, discontinued business.

{1 Deduct the {otal {b) On the next ({rtronthly))
credit from the total amount report filed, the licensee must show
due on this report, the amount of product for which a

tax refund is due in the appropriate
section(s) of the form,

(c) The board will not issue a
refund check until the total amount
to be refunded accurnulates to at
least ten doilars.

REPEATER

The following section of the Washington Administrative Code
is repealed:

WAC 314-19-040 ' Iz there any exception to the
additional tax imposed on fortified
wine?
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AMENDATORY SECTION (Amending WSR 12-17-006, filed 8/1/12, effective
8/1/12)

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 license
provided in RCW 66.24.140, or cut-of-state holder of & 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 gtate of Washingten 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 beard in writing. Such permits expire at the end of the
board's fiscal year, and are subject to renewal at that time upon
written request. and remittance of said annual fee,. Wine
manufactured or produced from cne 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 to wines. In those cases where the holder of
a domestic winery license shall alsc 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 subsecticn (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
transacticns 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. One
~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 Washingteon wine out 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 winery.

(b) The export shall be from the licensed winery and returned
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to the same entity.

(¢) 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 collection and tracking requirements
initiated by the liguor control board.

(e) & domestic winery must keep on file for audit purposes
clear scurce records (shipping documents, etc.) with ¢ (rreertidy) )
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 gallons).

AMENDATORY SECTION (Amending WSR 00-17-065, filed 8/9/00, effective
9/9/00)

WAC 314-24-120 Importation of foreign wine--United States
wineries—-—( (Monthly)) Reports—--Records. (1) Foreign wine. Wine
manufactured outside of the United States may be imported by a wine
importer or distributor under the following conditicons:

(a) The wine importer or distributor importing such wine must
obtain label approval in accordance with WAC 314-24-040. Such wine
shall be imported and delivered directly to either the warehouse of
the importer or distributor or to some other warehouse previously
designated by the importer or distributor and approved by the
board. ' '

{b) All matters pertaining to the importaticn, transportation,
storage, keeping of records, and all other matters pertaining to
the importation of wine manufactured outside the United States
shall be subject at all times te such orders, rules and regulations
as the board may from time to time prescribe, and the board
reserves the right to make orders applicable to individual and
particular cases 1in addition to general orders, rules and
regulations applicable generally.

(2) Holders of certificate of approval--United 5States
wineries, located outside of Washington state. Each winery holding
a certificate of approval may ship wine to licensed wine importers
and/or distributors only. As required by section 10, chapter 21,
Laws of 1969 ex. sess., and by the written agreement embodied in
the application for certificate of approval, each winery holding a
certificate of approval shall file the report(s) reguired by WAC
314-19-015.
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