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WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — October 10, 2012

Board Chair Sharon Foster called the regular meeting of the Washington State Liquor Control Board (WSLCB)
to order at 10:00 a.m., on Wednesday, October 10, 2012 in the Boardroom at 3000 Pacific Avenue S.E.,
Olympia, Washington. Board Members Ruthann Kurose and Chris Marr were present.

Approval of Minutes
Minutes from the October 3, 2012 meeting were approved.

Board Adoption of Rules CR 103 for $150 Million Assessment for Spirits Distributor Licensees

Agency Rules Coordinator Karen McCall presented the Board with a CR 103 on the rules for the $150 million
assessment to be paid by persons holding a spirits distributor license, Permanent rulemaking is required to
clarify the assessment, which was created in Initiative 1183, Per Karen, two stakeholder comments were
received via email, and two were given at the public hearing on October 3, 2012, Karen noted that the 10%
distributor fee is paid only on the first sale by the first distributor, clarifying a comment made at the hearing.
If adopted, the rules become effective 31 days from the date of the meeting. Member Kurose made a motion
to approve the CR 103. Member Marr seconded. All were in favor.

Board Approval to File CR 101 to Amend WAC 314-02-015 and WAC 314-02-045

Karen requested Board approval of a CR 101 to amend WAC 314-02-015 and WAC 314-02-045, regarding the
required hours of operation for a restaurant licensee. The Board was petitioned by the Washington
Restaurant Association {WRA) to amend the required hours of operation of five hours a day, five days a week
for a restaurant license, with exceptions granted for demonstrated hardship. WRA provided proposed
language changing the requirement to five hours a day, three days a week, and removed the exception for
demonstrated hardship. Stakeholders may provide written comment on this rulemaking until December 1,
2012 {to rules@lig.wa.gov). The public hearing is scheduled for January 23, 2013. Member Kurose made a
motion to approve the CR 101. Member Marr seconded. All were in favor.

Board Approval to File CR 101 to Amend WAC 314-02-105

Karen brought a CR 101 to amend WAC 314-02-105 to the Board for approval. This rulemaking resulted from
changes to beer/wine specialty store licenses when they are combined with a spirits retail license. The current
rule must be amended so that beer/wine specialty store licensees may continue to provide beer and/or wine
tastings. Edits to the current WAC language will require over 50% of gross sales to be alcohol (as opposed to
beer/wine only). Stakeholders may provide written comment until December 1, 2012. Member Kurose made
a motion to approve the CR 101. Member Marr seconded. All were in favor,

Board Approval to File CR 102 to Implement 2012 Legislation

Karen asked for Board approval to file a CR 102 to implement 2012 legislation regarding annual reporting for
smail wineries. Per SB 5259, which passed during the 2012 legislative session, small wineries and wine
certificate of approval (COA) holders may file their tax reports annually if they have total taxable sales of wine
in the state of 6,000 gallons or less during the calendar year preceding the date the report would otherwise be
due. Karen noted that permanent rules were required to allow annual reporting for these entities. Member
Kurose made a motion to approve the CR 102. Member Marr seconded. All were in favor.
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Board Approval of Interim Policy BIP-05-2012 for Beer/Wine Tastings in Beer/Wine Specialty Shops

Board Interim Policy (BIP) 05-2012 amends language in WAC 314-02-105, what is a beer and/or wine specialty
shop. As noted in the CR 101 to amend WAC 314-02-105 (see above), the language in WAC 314-02-105 (4) (a)
will be amended to read: “(a) A licensee’s annual gross retail sales of beer-and/orwine alcohol exceeds fifty
percent of all annual gross sales for the entire business.” This interim palicy is effective as of the date of Board
approval, and will end upon adoption of the amended rule WAC 314-02-105. Member Kurose made a motion
to approve the BIP. Member Marr seconded. All were in favor.

Presentation of Green Belts

Administrative Director Pat Kohler presented green belts to the first class to complete the Lean Six Sigma
training offered by Key Bank Professional Development/UW-Tacoma. The class consisted of 22 LCB
employees, with 3 employees selected to undertake training for black belt certification: Edmon Lee, Smriti
Batra, and Jim Goodman. The Board congratulated all participants on their completion of the course.

New Business
There was no new business.

Old Business:
There was no old business.

The Board Meeting was adjourned at 10:29 a.m.

Apgbent Apprved viaJelephyng

Sharon Foster, Ruthann Kurose, Chris Marr,
Board Chair Board Member . Board Member
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Date: October 10, 2012

To: Sharon Foster, Board Chairman

Ruthann Kurose, Board Member
Chris Marr, Board Member

From: Karen McCall, Agency Rules Coordinator

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

Subject: Approval of final rulemaking (CR 103) on rules for the $150 million
assessment

At the Board meeting on October 10, 2012, the rules coordinator requests that the
Liquor Control Board approve the final rulemaking (CR 103) for the $150 million
assessment to be paid by persons holding a spirits distributor license.

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.

Rulemaking is needed to develop permanent rules to clarify the $150 million
assessment to be paid by persons holding a spirits distributor license created in
Initiative 1183 (RCW 66.24.055).

If approved, the Rules Coordinator will send an explanation of the rule making to ali
persons who submitted comments. Two comments were received via email and two
comments were given at the public hearing held on October 3, 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.

CR 103 — $150 million assessment 1 10/10/12





v Approve Disapprove %ﬂ? % /% /{i// 2
Date

Sharon Foster, Chairman

v Approve Disapprove %M‘ &WDEQ, [a /I’Q/ e

Ruthaan Kurcse, Board Member Date

\/ Approve Disapprove Jo /l o / (o

Chris Marr, Board VEember Date

Attachment: issue Paper
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Washington State Liquor Control Board
Issue Paper

Rulemaking on $150 million assessment

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

to clarify the $150 million assessment to be paid by persons holding a spirits
distributor license created in Initiative 1183 (RCW 66.24.055).

Why is rule making necessary?

By March 31, 2013, Initiative 1183 directs all persons holding spirits distributor
licenses on or before March 31, 2013, to pay to the board $150 million (or more)
in spirits distributor license fees. The license fees are derived from the ten
percent of the total revenue for all the licensee’s sales of spirits made during the
first year. If the collective payment totals less than $150 million, the board must
collect by May 31, 2013 as additional license fees the difference between $150
miflion and the actual receipts. Rules are needed to develop this process.

Public Comment

Two written comments in opposition to the proposed rule were received. Two
comments in opposition to the proposed rule were received at the public hearing
held on October 3, 2012.

What changes are being proposed?

New Section. WAC 314-23-025 Collection of shortfall of spirits
distributor license fees from spirits distributor license holders. Created
language to clarify RCW 66.24.055 explaining how the $150 million assessment
will be calculated and collected. ‘

Attachment: Proposed Rule
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NEW SECTTION

WAC 314-23-025 Collection of shortfall of spirits distributor
license fees from spirits distributor license holders. {1) RCW
66.24.055 requires that all persons holding a spirits distributor
license on or before March 31, 2013, must have collectively paid a
total of one hundred fifty million dollars in spirits distributor
license fees by March 31, 2013. If the spirits distributor license
fees collected by March 31, 2013, tctal less than one hundred fifty
million dollars, the becard is required to assess those persons
holding a spirits distributor license on or before March 31, 2013,
in order to collect a total of cone hundred fifty million dollars.
The board will calculate the additional amount owed by each spirits
distributor licensee as follows:

(a2} The amount of additional fees owed will be calculated
using the total spirits sales made by each spirits distributor
licensee during calendar year 2012. If a spirits distributor
licensee had no spirits sales during calendar year 2012, no
additicnal fees will be due;

(b) Each licensee will be assessed and required to pay their
proportionate share of the remaining liability between one hundred
fifty million dollars and actual collections. The proportionate
share of fees due will be calculated by dividing the total dollar
~amount of sales made by each spirits distributor licensee by the
total spirits sales made by all spirits distributor licensees
combined. If the total amount of payments exceeds one hundred
fifty million dollars, each licensee will be credited a
proportionate amount of the overpayment to their future license
issuance fee obligations.

(2} The board will notify all spirits distributor licensees no
later than April 30, 2013, of the amount they are required to pay
in additional license fees. Spirits distributor licensees must pay
the additional license fees to the board by May 31, 2013.

(3) The board may suspend or revoke any spirits distributor
license if the required additional license fees are not paid by May
31, 2013. If suspended, the suspension will remain in effect until
the additional license fees are paid.

(4) The board may also initiate collection proceedings for any
amount of additional fees not paid to the board by May 31, 2013.
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From:

Copy:

Subject:

Rlck Garza, “Hé

October 10, 2012

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

Karen McCali, Agency Rules Coordinator

Pat K@I;gjer Adminjstrative Director
%uiy Administrator

Justin Nordhorn, Chief of Enforcement

Alan Rathbun, Licensing Director

Approval for filing a pre-proposal statement of inquiry (CR 101) to
amend WAC 314-02-015 and WAC 314-02-045 regarding the required
hours of operation for a restaurant licensee

The Washington Restaurant Association petitioned the board for rulemaking to revise
WAC 314-02-015 and WAC 314-02-045 as they relate to the required hours of
operation for a restaurant licensee.

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 October 10, 2012, and is attached to this order.

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

October 10, 2012 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101)

November 7, 2012 Code Reviser publishes notice, LCB sends notice to
rules distribution list

December 1, 2012 End of written comment period

December 12, 2012 Board is asked to approve filing the proposed rules (CR
102 filing)

January 2, 2013 Code Reviser publishes notice, LCB sends notice to

: rules distribution list
January 23, 2013 Public hearing held
January 23, 2013 End of written comment period

CR 101 Restaurants hours of operation ) 1 10/10/12





January 30, 2013 Board is asked to adopt rules
January 30, 2013 Agency sends notice to those who commented both at
the public hearing and in writing.
January 30, 2013 Agency files adopted rules with the Code Reviser (CR
103}
March 3, 2013 Rules are effective (31 days after filing)
/ Approve Disapprove %/ﬁ/ % /5/ //z/ //}
SRafon Foster,'Chairman Déate/
‘/Approve Disapprove /0 / /o / />
/ : /bﬁ?/?/ﬁse Board Member Date
Approve __Disapprove /o //I d /‘7/i 2
Chfis Marr, Board Member Date

Attachment: Issue Paper
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Washington State Liquor Control Board
Issue Paper
Rule Making on Restaurant Required Hours of

Operation
Date: October 10, 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 314-02-015 — Whatis a
spirits, beer, and wine restaurant license?, and WAC 314-02-045 — What is a
beer and wine restaurant license?

Why is rule making necessary?

The Washington Restaurant Association (WRA) petitioned the board requesting
WAC 314-02-015 and WAC 314-02-045 be amended as they relate to the
required hours of operation of five hours a day five days a week for a restaurant
license. The current rules include language that an exception may be granted by
the board for demonstrated hardship.

The hours of operation requirement was created to ensure that businesses that
received a restaurant operated as bona fide restaurants and not nightclubs.
With the creation of the nightclub liguor license in 2009, restaurants that were
operating as nightclubs have changed to the proper license type.

A request for an exception due to demonstrated hardship was rare until the last
few years. Due to the economy, there have been many requests for exceptions
to these rules in the last three years. The exception is only granted for a six
month period so licensees must request the exception every six months.

WRA submitted proposed fanguage changing the requirement for hours of
operation to five hours a day three days a week and remove the exception for
demonstrated hardship. This change would allow restaurant businesses the
flexibility to operate less than five days a week to ease any financial burdens. By
removing the exception for demonstrated hardship the board would save
administrative resources for the approval and monitoring of the exceptions.

Process

The rule making process begins by announcing LCB's intent to change existing
rules and propose new rules by filing a CR 101 form. This allows staff and
stakeholders to begin discussing necessary changes and new rules. No proposed
[anguage is offered at this stage. The public may comment during the
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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: October 10, 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 314-02-105 What is a Beer and/or Wine Specialty Store
license?

This rulemaking is the result of changes to beer/wine specialty store licenses when they
are combined with a spirits retail license. The current rule needs to be amended so
beer/wine specialty store licensees can continue to provide beer and/or wine tastings.

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 October 10, 2012, and is attached to this order.

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

October 10, 2012 Board is asked to approve filing the pre-proposal
_ | statement of inquiry (CR 101)
November 7, 2012 Code Reviser publishes notice, LCB sends notice to
. rules distribution list
December 1, 2012 End of written comment period
December 12, 2012 Board is asked to approve filing the proposed rules (CR
102 filing)
January 2, 2013 Code Reviser publishes notice, LCB sends notice to
. rules distribution list
January 23, 2013 Public hearing held
January 23, 2013 End of written comment pericd
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January 30, 2013 Board is asked to adopt rules
January 30, 2013 Agency sends notice to those who commented both at
the public hearing and in writing.
January 30, 2013 Agency files adopted rules with the Code Reviser (CR
{ 103)
March 3, 2013 Rules are effective (31 days aiter ﬂhng)

_ ¢ Approve  ____Disapprove %ﬂﬂ % /‘ﬂ'/)f/fiz;

Sharon Foster, Chairman Date

__ v~ Approve Ijisapprove %M. JJ/c,wz;z&Ql 10/1 G /

Ruth Kupose, Board Member Date

\/Approve Disapprove lo [ ,{;3 .

Chl"s/ Marr Board Member Date

Attachment; Issue Paper
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Washington State Liquor Control Board

Issue Paper

Rule Making on Beer/Wine Specialty Store Tastings
Date: October 10, 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 314-02-105 - What is a
beer and/or wine specialty store license

Why is rule making necessary?

The current rule allows a beer/wine specialty store licensee to conduct beer/wine
tastings if over 50% of their gross sales are beer and/or wine. This is not a
problem for licensees that do not hold any other type of liquor license. Many
licensees holding a spirits retail license also hold a beer/wine specialty shop
license to allow for the sale of beer and wine in addition to spirits. They do not
meet the beer and wine sales requirement to conduct beer and wine tastings
because they also sell spirits.

We have received many inquiries regarding beer and wine tastings at these new
businesses as well as from former contract liquor store managers. Beer and
wine tastings are an important part of their business to support local wineries
and build their customer base. RCW 66.24.371 (2) states, “Licensees under this
section may provide, free or for a charge, single-serving samples of two ounces
or less to customers for the purpose of sales promotion”. Amending the current
WAC language to require over 50% of their gross sales be alcohol would allow
beer/wine specialty store licensees to continue to conduct beer and/or wine
tastings at their premises. '

Process

The rule making process begins by announcing LCB’s intent to change existing
rules and propose new rules by filing a CR 101 form. This allows staff and
stakeholders to begin discussing necessary changes and new rules. 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.

Issue Paper — CR 101 Beer/wine specialty store tastings 10/10/12










Washington State
Liquor Control Board

Date: October 10, 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 proposed rule (CR 102) amending current rules to
allow small wineries to file summary tax reports annually

SB 5259 passed in the 2012 legislative session. This legislation allows small wineries
and wine certificate of approval holders to file their tax reports 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. Permanent rules are
needed to allow annual reporting by small wineries.

Process

The Rules Coordinator requests approval o file proposed rules (CR 102) for the rule
making described above. An issue paper on this rule was presented at the Board
meeting on October 10, 2012, and is attached to this order.

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

October 10, 2012 Board is asked to approve filing the proposed rules (CR
102 filing)
November 7, 2012 Code Reviser publishes notice, LCB sends notice to

rules distribution list

November 28, 2012 Public hearing held

November 28, 2012 End of written comment period

December 5, 2012 Board is asked to adopt rules

December 5, 2012 Agency sends notice to those who commented both at
the public hearing and in writing.

December 5, 2012 Agency files adopted rules with the Code Reviser (CR
103)

January 5, 2013 Rules are effective (31 days after filing)

CR 102 Annual reporting for wineries 1 10/10/12





Ap prove Disapprove %&f C ?ﬂ?ﬁ Y //ﬂ //.2.

‘SKaron Foster, Chairman

_ V" Approve Disapprove M wega_ (0 ol

/@7 Kupese, Board Member Date
Approve Disapprove L lo / /2 / {v—

Chrig Marr, Board Member Date

Attachment: Issue Paper
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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 request approval from the Board to file the
proposed permanent rules (CR 102) revising current rules to allow annual
reporting for small wineries.

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

« SB 5259 Tax payment and reporting requirements of small wineries

Currently all 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 less during the
calendar year preceding the date the report would otherwise be due. Rules are
needed to implement this legislation.

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 menthly-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”.

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?

Issue Paper CR 102 Small winery tax reporting 1 10/10/12





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
reporting documents.

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

Attachment: Proposed Rules
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AMENDATORY SECTION (Amending WSR 07-02-07¢, filed 12/29/06,
effective 1/29/07)

WAC 314-19-005 What is the purpose of chapter 314-19 WAC?
The purpose of this chapter is to outline the beer and wine tax
reporting and payment requirements Ffor the following liquor
licensees and ((permittees)) permit holders:

Laws that outline tax

Type of liquor license rates and requirements

(a) Washington beer RCW 66.24.210,

and/or wine distributor 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, .
60.24.290, 66.24.305

(d) Domestic RCW 66.24.270,

brewery/brand owner 66.24.290, 66.24.305

{(e) Microbrewery RCW 66.24.270,
66.24.290, 66.24.305

() 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) Anthorized RCW 66.04.010,

representalive certificate 66.24.261, 66.24.270
of approval holder--U.S,
produced beer

() Authorized RCW 66.04.010,
representative certificate 66.24.261, 66.24.270
of approval holder--

foreign produced beer

(1) Authorized RCW 66.04.010,

representative certificaie 66.24.203, 66.24.206
of approval holder--U.S.
produced wine

(m) Authorized RCW 66.04.010,
representative certificate 66.24.203, 66.24.206
of approval holder--
foreign produced wine
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Type of liquor license

Laws that outline tax
rates and requirements

(n) Retailer with an
endorsement to receive

RCW 66.24.210,
66.24.290, 66.24.270

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

(o) Wine shipper permit RCW 66.24.210
holder
AMENDATQRY 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 Lhe rules and laws governing beer
and wine tax reporting and payment requirements. Additional
definitions can be found in RCW 66.04.010.

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

(2) "Missing." A ((mormthty)) tax report and tax payment, if
taxes are owed, 1s considered missing if it is more than Lthirty
days past the required filing date.
) (3) "Samples" are beer and/or wine furnished to retail
licensees for the purpoese of negotiating a sale, per RCW 66.28.040.
See WAL 314-64-080 for sampling procedures.

{4) "Tastings" are beer and/or wine products provided to
customers at no charge for the purpose of prometing a sale, that
are consumed on the premises of a domestic brewery, microbrewery,
winery, or additional winery lcocations as authorized by RCW
66.24.170(4). Tastings are ncot taxable under this title.

AMENDATORY SECTICN filed 12/16/09,

effective 1/16/10)

(Amending WSR 10-01-090,

WAC 314-19-015
payment requirements? (L)
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. A winery or wine certificate of approval holder with

What are the ((monthly)) reporting and tax
The required ({({(merthty)) beer and/or
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total taxable sales of wine in Washington state of six thousand
gallons or less during the calendar vear may elect to file
annually; _

{c) Submitted, with the tax due, to the board on or before the
twentieth day of (({e=a=h)) the month £following the end of the
reportin eriod, for the previous ( (mermtl)) reporting period (for
example, a monthly report listing transactions for the month of
January 1is due by February 20; an annual report listing
transactions 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 of liguor license or permit
held.

(2) Wineries, wine certificate of approval holders and wine
gshippers who elect to file annuallvy:

(a) Must have taxable saleg 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 gstate of less than six thousand gallons must request by
notifving the liguor contreol board within thirtv davs of license
issuance that they would like to file annually;

{c} May only change reporting frequency (toc annual filing or
off annual filing) at the beginning of a calendar vear, effective
month must be January;

(d) Are reguired 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 1st
through May 31st and one for June 1st through December 31st. Both
are due January 20th following the end of the reporting period):

(e) Must submit a report the month following the month the
license has been discontinued or business c¢losed (for example,
annual filer closes business/discontinued license May 25th, report
is due June 20th).

Type of Licensee Tax Payment Reguirements

((£23)) (3) Washington (a) Distributors must pay taxes on all
beer und/or wine beer andfor 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) is to be paid by the first distributor
to receive the product and must be inclrded
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
credif):

[ 3 1 ' 0TS-5059.1





Type of Licensee

Tax Payment Requirements

(i) Shipments exported directly to a
point outside the state of Washingfon,
including sales to interstate common
carriers;

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

(ii1) 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;

(&) The unsalable product must be
destroyed within the state of Washington
(per RCW 66.24.305);

(B) The licensee must notify their local
Tiquor 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 licensed
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.
() (4) Washington | Importers must pay taxes on samples
beer and/or wine received during the preceding calendar
importers 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.

{(&5)) [5) Domestic (a) Domestic breweries,
breweries, microbreweries, and domestic wineries must

microbreweries, and
domestic wineries

list production for the current ((menth))
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,
microbreweries, and domestic wineries must
pay taxes on beer andfor 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;

(i} Sold to retail licensees;

(iii} Furnished as samples to retail
licensees as autharized 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 (c)(3) or (6) nonprofit organizations per
RCW 66.28.040 or to the Washington wine
comimission 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),
(ii), (iil}, or {tv);

(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-
of-state as nontax paid export and returned to
Washington state if used as outlined in (b){i),
(ii), (iii}, (i¥), or (v} of this subsection,

(c) Domestic breweries,
microbreweries, and domestic wineries do
not pay tax on beer and/or wine that is:

(i) Sold to or furnished as samples to
distributors; .

(i1) Shipped out of a particular lacation
for an interplant transfer;

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

(iv) ((Sobdterthe-Washingtonstate
1)) Sold to any military reservation in
Washington state; or

((f+13)) (v} 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) Jor the definition of "tastings.”

({(£5)) (6) Domestic
brewery--Brand
OWINErs

(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 to a
point outside the state of Washington, during
the preceding ((mmenth)) reporting period.

{b) Domestic brewery-brand owners are
not responsible for the tax on beer that is
contract produced.

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

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

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

(i} On samples shipped to licensed
agents, and

(ii) On donations to the Wushington
wine conunission per RCW 66.12.180 and
66.24.210 or to 501 {c)(3) nonprofit
charitable associations within Washington
state per RCW 66.28.040.

((€9)) (8) Out-of-state
United States heer

and/or wine certificute
of approval holders
with a direct shipping
to Washington retailer
endorsement

(u) 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 {(menth)) reporting period.

(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.
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Type of Licensee Tax Payment Requirements

((68)) (9)0ut-of state (a) A certificate of approvat holder with
United States wine this endorsement must report the total
certificate of approval | quantity of wine sold to consuimers in
holders with a direct ‘Washington state during the preceding
shipping to consumers | ({month)) reporting period.

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

((9m (10 (a) Authorized representative certificate
Authorized ' of approval holders maust file a report
representative showing the quantity of all beer and/or wine
certificate of approval | sold or delivered to each licensed beer or
holders-1J.S. and/or wine distributor or importer, including
foreign produced beer | samples. They must list the brewery andfor
or wine winery that they represent and that had
shipments into Washington state during the
preceding month.

(b} Tax is due from the authorized
representative beer and/or wine cerfificate of
approval holders only on samples shipped to
licensed agents, directly to 1etailers 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 {c)(3)
nonprofit charitable associations within
Washington state per RCW 66.28.040.

(€16} (11) Public Public house licensees must pay taxes on all
house licensces sales of their own product during the
preceding calendar month.

() (12) Retailer A Washington retailer who receives

with an endorsement shipments directly from a United States
allowing reeeipt of brewery, microbrewery, or winery, cutside
direct shipment of Washington, must file a report showing the
beer or wine from a quantity of beer and wine received by direct
United States brewery, | shipment from each licensed beer or wine
microbrewery, or producer, including samples, during the
winery preceding month.

((E2)) (13) Wine {ay An out-of-state winery must file a

shipper permit holder | report showing the totul quantity of wine
sold or delivered to consamers during the
preceding ((tnotdy)) reporting period.

(b) Pay the tax duae for sales of wine to
‘Washington state residents.

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

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.
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(1) Suspension or
revocation of license

(a) Failure to make a report and/or pay
the taxes in the manner and dates outlined in
this chapter will be sufficient ground for the
beard to suspend or reveke 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 uniil all missing repoits and/or taxes
have been filed with the board (see WAC
314-19-010(1) 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 ((menth)) reporting period of
{(=ate}) the transactions (per the reporting
requirements outlined in WAC 314-19-015,
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
puarantees beer andfor wine tax payment to
the state. The surety bond must be:

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

{ii) On a form and in an amount
acceptable to the hoard;

(iii) Payable to the Washington state
liquor cantrol boasd; and

(iv) Conditioned that the licensee will
pay the taxes and penalties levied by RCW
66.24.210 and/or 66.24.290,

(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 financial division.

{b) When will the board require a
surety bond? The board may require a
surety bond from a Washington beer and/or
wine distributor, domestic microbrewery,
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 ((permittes)) permit holder to
obtain a surety bond or assignment of
savings account, within twenty-one days
after an administrative violation notice is
issned:

(i} A report or tax payment is missing,
as defined in WAC 314-19-010, for two or
more consecutive months; or

{ii) A report or tax payment is missing,
as defined in WAC 314-19-0140, two or more
times within a two year period.

[ 7]

0TS5-5059.1





{c) What will happen if the licensee
does not acqeire the surety bend or
savings account? Pailure to meet the
bonding or savings account requirements
outlined in subsections (a) and (b) of this
rule may result in immediate suspension of
license privileges until all missing reports are
filed and Iute 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 hond? 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
maonths' worth of tax liability for the
previous twelve month period, whichever is
greater.

(i) The licensee or ((permittee)) permit
holder mast maintain the bond for at least
two years. After the two year period the
licensee or ((permittes)) permit holder may
request an exemption as outlined in
subsection (£} of this rule.

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

(¢) What action will the hoard take
when a licensee or ((permittee)) permit
holder holds a surety bond and does not
pay taxes doe or pays late? Tf a licensce or
({permittes)) permit holder holds a surety
bond or savings account, the board will
immediately start the process to collect
overdue taxes from the surety company or
assigned account. If the exact amount of
taxes due is not known due to missing
reports, the board will estimate the taxes due
based on previcus production, receipts,
and/or sales.

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

(i) The licensee or ({peranittee)) permit
holder has filed reports and paid applicable
taxes to the board for at least two years
immediately prior to the exemption request;
and

{ii) There have been no late or missing
reports or tax payments during the previous
tWo yeurs.
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AMENDATORY SECTION

(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),

effective 12/20/04)

{Amending WSR 04-24-007,

filed

11/19/04,

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

REPEALER

The following section of

is repealed:

WAC 314-19-040

(1) How to claim a tax credit

(2) How to claim a tax refund

{a) On the next
{(menthiy)) report filed, show
the amount of product for
which a tax credit is due in the
appropriate section{(s) of the
form.

(b) Deduct the total
credit from the total amount
due on this report.

(a) A licensee may request a
refund, rather than claim a credit, if
the amount of the credit is too large
to be used in a reasonable amount of
time or the licensee has
discontinued business.

(b} On the next ((nrontidy))
report filed, the licensee must show
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 accumulates to at
least ten dollars.

the Washington Administrative Code

Is 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
9/1/12)

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 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 accordancé 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 fiscal year, and are subject to renewal at that time upon
written request and remittance of sgaid annual fee, Wine
manufactured or preduced 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 to 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 cwn files, and
shall keep and preserve for a pericd of noL 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 Washington 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 liquor control board.

{e) A domestic winery must keep on file for audit purposes
clear source records (shipping documents, etc.) with ((momtirliy))
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 gallionsj).

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——( (Menthly)) Reports—--Records. (1) Foreign wine. Wine
manufactured outside of the United States may be imported by a wine
importer or distributor under the following ceonditions:

{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} A1l matters pertaining to the importation, transportation,
storage, keeping of recocrds, and all other matters pertaining to
the importation of wine manufactured outside the United States
shall be subject at all times to 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 Lo general orders, rules and
regulations applicable generally.

{2) Holders of certificate of approval--United States
wineries, located outside of Washington state. Fach 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) required by WAC
314-19-015.
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W Washington State
Liquor Control Board

Liquor Control Board Interim Policy #05-2012

Subject: Beer/Wine Tastings at Beer/Wine Specialty Shops
Effective Date: October 10, 2012
Ending Date: Upon adoption of amended rule WAC 31 4-02-105

y 7
Approved: ﬁ%’f% %fjﬁ/

Sharon Foster, Chairman

Ruth?r( %oard Member

Chris ‘Mafr, Board Member

Purpose:
The purpose of Liquor Control Board Interim Policy #05-2012 is to amend the
language in WAC 314-02-105 What is a beer and/or wine specialty shop?

Background:

WAC 314-02-105 allows a beer/wine specialty store licensee to conduct
beer/wine tastings if over 50% of their gross sales are beer and/or wine. This is
not a problem for licensees that do not hold any other type of liquor license.
Many licensees holding a spirits retail license also hold a beer/wine specialty
shop license to allow for the sale of beer and wine in addition to spirits. They do
not meet the beer and wine sales requirement to conduct beer and wine tastings
because they also sell spirits.

We have received many inquiries regarding beer and wine tastings at these new
businesses as well as from former contract liquor store managers. Beer and
wine tastings are an important part of their business to support local wineries
and build their customer base. RCW 66.24.371 (2) states, “Licensees under this
section may provide, free or for a charge, single-serving samples of two ounces
or less to customers for the purpose of sales promotion”. Amending the current
WAC language to require over 50% of their gross sales be alcohol instead of
beer and wine would allow beer/wine specialty store licensees to continue to
conduct beer and/or wine tastings at their premises.

PO Box 43075, 3000 Pacific Ave. 5E, Olympia WA 98504-3075, (360) 664-1600,
www.lig.wa.gov





Policy Statement:
The language in WAC 314-02-105 (4) (a) will be amended to read:

“(a) A licensee's annual gross retail sales of beer-andforwine alcohol
exceeds fifty percent of all annual gross sales for the entire business.”

Persons holding a beerfwine speciaity shop license will be allowed fo provide
beer and/or wine tastings to their customers if over fifty percent of their annual
gross retail sales are alcohol.

PO Box 43075, 3000 Pacific Ave. SE, Olympia WA 98504-3075, (360) 664-1600,
www.lig.wa.qov






