Washington State
Liquor Control Board

Tribal Advisory Council

Meeting Minutes
January 31, 2013, 10:00 a.m. - 12:00 p.m.
Liquor Control Board

3000 Pacific Ave SE
Olympia, WA 98501
Attendees:
Council Members: Liquor Control Board (LCB):
(Please refer to sign-in sheet) Sharon Foster, Board Chair
Attorney General’s Office (AGO): Ruthann Kurose, Board Member
Fronda Woods, AAG Chris Marr, Board Member

Pat Kohler, Administrative Director

Rick Garza, Deputy Administrative Director
Karen McCall, Rules Coordinator

Randy Simmons, Finance and Admin Director
Alan Rathbun, Licensing Director

Justin Nordhorn, Chief of Enforcement
Steven Johnson, Deputy Chief of Enforcement
Samantha Trotter, Board Office

Department of Revenue (DOR):
Vicki Smith, Deputy Director
Shana Barehand
Tim Jennrich

Welcome and Introductions

Ron Allen, Tribal Chair/CEO Jamestown S’Klallam Tribe, TAC Co-Chair

Ruthann Kurose, LCB Board Member, TAC Co-Chair

Ron Allen, Tribal Chair/CEO of the Jamestown S’Klallam Tribe and TAC Co-Chair welcomed TAC
members and other guests along with TAC Co-Chair and LCB Board Member Ruthann Kurose.
Approximately six attendees participated via conference call.

1-502 Update

Pat Kohler, LCB Administrative Director

Rick Garza, LCB Deputy Administrative Director

Pat and Rick presented attendees with a PowerPoint presentation on Initiative 502 (see
attached). The Liquor Board has been tasked with creating a three-tiered regulatory system for
cannabis, creating licenses, enforcing laws and rules pertaining to licensees and collecting and
distributing taxes/fees. Rick touched on some of the potential issues and challenges associated
with implementation of the initiative, such as federal uncertainty, baking, and taxation and
pricing. Per Pat, eleven internal teams have been created to handle various aspects of
implementation. Other state agencies playing a role in the process include the Attorney
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General’s Office, Department of Agriculture, Washington State Patrol, Department of Revenue,
Department of Health and the Department of Social and Health Services.

The Board will be hosting forums throughout the state, where the public may provide input on
the process. Those interested in receiving updates on the LCB’s implementation process are
encouraged to visit the 502 webpage: http://www.lig.wa.gov/marijuana/I-502. Email updates
are provided via listserv: http://www.lig.wa.gov/marijuana/email-notifications.

Legislative Update

Rick Garza, LCB Deputy Administrative Director

Rick provided the group with a handout detailing the 2013 Legislative session and current bills
of interest (see attached). The session, which started January 14" has a policy committee
cutoff date of February 22", and is scheduled to end on April 28". Rick gave a brief overview
and the Board’s position (if available) on twenty-one pieces of legislation, including Beer and
Wine Theater License (HB1001/SB5111), Spirits Taxes and Fee Reporting (HB1124/5SB5238), and
Eliminating the Spirits Retail License Fee (HB1282).

Rules Update

Karen McCall, LCB Rules Coordinator

Karen reviewed the LCB rulemaking agenda for January 1-June 30, 2013 (see attached). She
noted that trade area definition rulemaking, as required by the implementation of Initiative
1183, had been delayed. Proposed rulemaking (CR 102) for trade area definition would be
presented to the Board for adoption sometime after mid-February. Thus far, the only
rulemaking started as part of 1-502 implementation was for the Marijuana Producer license and
its associated requirements. The preproposal (CR 101) for the Marijuana Producer license was
filed on December 5, 2012. Persons interested in rulemaking updates are encouraged to visit
the Rules page on the LCB website: http://www.lig.wa.gov/laws/laws-and-rules.

Enforcement of Liquor Taxes

Ron Allen, Tribal Chair/CEO Jamestown S’Klallam Tribe, TAC Co-Chair

Ron recommended that DOR use a similar structure to the Tribal Advisory Council for vetting
issues, such as enforcement of liquor taxes. Per HB2758, passed through the Legislature during
the 2012 session, DOR may request that the LCB suspend a liquor license for non-payment of
taxes. Vikki Smith, Deputy Director of DOR, stated that the intention was for DOR to work
collaboratively with Tribes. After discussion, it was determined that DOR would reach out to
Tribes within the next few weeks to schedule a meeting.

Refund Requests

Ron Allen, Tribal Chair/CEO Jamestown S’Klallam Tribe, TAC Co-Chair

Various Tribes have asked the LCB for a refund of taxes paid. Assistant Attorney General
Fronda Woods was in the process of reviewing these requests as of the date of this meeting.
Pat Kohler noted that the LCB owed a response to the Tribes regarding their requests for the
timeframe prior to June 1, 2012, but that requests for payments made after that date should be
referred to DOR. Pat committed to providing a status update to Tribes within the next few
weeks.
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Roundtable
All Attendees
No roundtable items were presented.

Closing Comments

Ron Allen, Tribal Chair/CEO Jamestown S’Klallam Tribe, TAC Co-Chair

Ruthann Kurose, LCB Board Member, TAC Co-Chair

TAC Co-Chairs Allen and Kurose thanked attendees for their participation and adjourned the
meeting.

Please note: As of the circulation date of these minutes, the next TAC meeting date has not
been confirmed.

Meeting adjourned at 11:54 a.m.

Handouts:
1. Update on Implementation of Initiative 502 (PowerPoint)
2. Legislative Update, January 30, 2013
3. Semi-Annual Rule-Making Agenda, January 1-June 30, 2013
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Agency Role & Responsibility

] Creating a 3-tier regulatory system for cannabis
[ Creating licenses

1 Enforcing laws and rules pertaining to licensees
1 Collecting and distributing taxes/fees
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Implementation Timeline

December 6: Effective date of new law, possession of 1oz. or
less of marijuana decriminalized.

January 17: Request for Proposals (RFP) for technical
consultation issued.

January — February: The WSLCB begins holding forums in
regions around Washington to allow public comment on
implementation of the new law.

Mid-April: Draft proposed rules for Producer License filed.

Mid-June: Draft proposed rules for Processor and Retailer
Licenses filed.

Mid-August: Producer Licenses become effective.
December 1: Processor and Retailer licenses become effective.
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Liquor Control Board

Internal Teams

Legal & Policy

Licensing Team Team

Communication Human
Team Resources Team

Contracting
Team

Research Team

Education Team

Collections &
Audit Team

Rules Team

Enforcement
Team

Budget &
Distributions
Team
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Agency Partners

Made up of all state agencies involved in
implementation of I-502:

 Attorney General’s Office
. Department of Agriculture
. Washington State Patrol
] Department of Revenue
. Department of Health

. Department of Social and Health Services
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Request for Proposal (RFP)
for Consulting Services

dInitiating a contract process to solicit technical
expertise.

J Request for Proposal (RFP) publicly released on January
17, and contract award anticipated March 20.

(J Consulting Services Categories
 Product and Industry Knowledge
* Product Quality Standards and Testing
* Product Usage and Consumption Validation
e Product Regulation
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Public Outreach
JEstablished a I-502 Webpage. www.lig.wa.gov

e Factsheet, FAQs, and Timeline
. 1-502 Updates Listserv has 3000 subscribers to date
JPublic Forums
JdWebinars with city and county officials.
JdPublic Hearings on rules

Editorial Board meetings with all major newspapers

Establish open dialogue with Colorado officials



http://www.liq.wa.gov/
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Public Forums

Reach out to the public on issues, concerns,
and ideas.

January 22  Olympia
January 24  Seattle

~ebruary /  Vancouver

~ebruary 12 Spokane

~ebruary 19 Mount Vernon

~ebruary 21 Yakima
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1-502 Potential
Issues & Challenges

dFederal Uncertainty

Banking

JdTaxation & Pricing

Past Criminal History of Potential Licensees
JdMedical Marijuana

Controlling Diversion
JAMinimize lllicit Market
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Thank you
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Liquor Control Board

Legislative Update

January 30, 2013

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

What's Happening?

The 2013 Legislative session kicked into gear on January 14", opening a 105-day session scheduled to
end April 28, 2013. The first six weeks of session are devoted to public hearings with bills introduced in
both the House and Senate. The last day bills can be heard in their committee of origin is February 22,
2013. They must have passed out of committee and been referred to either a fiscal committee, Rules
Committee or sent to the House/Senate floor for action.

This update provides you with a review of the Liquor Control Board’s agency request legislation and
other bills that impact the agency. I would like to note that if the Board position states — Awaiting
Hearing Date- that means we have not yet taken it to the Board for consideration. Staff usually waits
until the proposal has been given a committee hearing date before we seek a Board position.

Please feel free to contact me directly if you have any questions or concerns. If you would
like more information about the legislative process, the Legislature’s web site has a good explanation:

http://www.leg.wa.gov/WorkingwithLeg/overview.htm.

Bills at a glance:

____________________________________________

Key

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

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

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

| |
| |
| |
1 1
: :
1 1
1 1
1 1
| the original version. |
 2SSBor A 2" indicates a second substitute. This means the
! 25HB = bill was amended by a second committee typically a !
. fiscal committee. .
 ESBor  An“E” indicates an engrossed bill. This means the bill
| EHB = was amended on the floor of the chamber before it |
1 1

____________________________________________

LCB — Director’s Office 1
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Bill # Description
Alcohol Related Legislation
HB 1001 Beer & Wine Theater License
SB 5111
HB1008 Cider sales at Restaurants
HB 1009 Liquor self-checkout
SB 5261
HB 1022 Beer & Wine sampling in b/w specialty shops
HB 1063 Senior Center License
SB 5310
HB 1124 Spirits Taxes & Fee Reporting
SB 5238
HB 1133 B/W Specialty Shop Endorsement to Sell Spirits
HB 1149 Craft Distillery selling to Customers
HB 1161 Sales for Resale by Spirits Retail Licensees
HB 1281 Group Liquor Purchases
HB 1282 Removing the 17% Spirits Retail License Fee
HB 1332 Spirits Sampling by Spirits Retail Licensees
SB 5396
HB 1351 Breweries & Microbreweries on Private Labels
SB 5303
HB 1404  Alcohol Poisoning Deaths
HB 1411 Removing Spirits from Wholesale Distributor Provisions
HB 1422 Beer/Wine Tasting Endorsement for Grocery Stores
HB 1459 Wine Tasting by College Students
HB 1503 Liquor License Renewals
SB 5285
SB 5045 Day Spa Permit
SB 5279 Limiting use of Public Assistance Benefits (EBT Cards)
Tobacco Legislation
SB 5070 Cigar Lounges & Tobacconist Shops

Alcohol Related Legislation
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Beer and Wine Theater License (HB 1001/ SB5111)
Status: HB 1001 Executive Session in the House Committee on Government
Accountability & Oversight.
SB 5111 Referred to Senate Commerce & Labor
Sponsor: Rep. Moeller / Sen. Billig
Board Position: Neutral
Creates a theater license that allows the sale and consumption of beer and wine. The
board has suggested amendments to include MAST for servers and changes to the
definition of theater.

Cider Sales at Restaurants (HB 1008)

Status: Executive Session in the House Committee on Government Accountability &
Oversight.

Sponsor: Rep. Hunt

Board Position: Neutral

This bill allows the sale of cider in “growlers” by a restaurant that has an endorsement to
sell kegs.

Liguor Self-Checkout (HB 1009 / SB 5261)
Status: HB 1009 Executive Session in the House Committee on Government
Accountability & Oversight.
SB 5261 Referred to Senate Commerce & Labor
Sponsor: Rep. Hunt / Sen. Conway
Board Position: Neutral
Prohibits retailers from selling alcoholic beverages through a self-checkout machine or
other automated system that enables a customer to make retail purchases with limited or
no assistance from the retailer or an employee of the retailer.

Beer/Wine Sampling in B/W Specialty Shops (HB 1022)

Status: Public Hearing in the House Committee on Government Accountability &
Oversight.

Sponsor: Rep. Haler

Board Position: Oppose

Allows beer and/or wine specialty shops to provide samples to customers without prior
qualification from the Liquor Control Board. Allows brewers, distributors, wineries, distillers,
and importers to provide samples to other licensees, without being subject to Liquor Control
Board rules.

Senior Center Ligquor License (HB 1063/ SB 5310)

Status: HB 1063 Public Hearing in the House Committee on Government
Accountability & Oversight.
SB 5310 Referred to Commerce & Labor

Sponsor: Rep. Fitzgibbon / Sen. Nelson

Board Position: Support

Creates a new retail liquor license for qualifying non-profit senior centers. The license

allows the sale and service of spirits, beer, and wine with limited food service.

Spirits Taxes & Fee Reporting (HB 1124 / SB 5238)

Status: HB 1124 Passed out of House Committee on Government Accountability &
Oversight, Referred to Finance.
SB 5238 Referred to Commerce & Labor
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Sponsor: Rep. Hurst/ Sen. Holmquist

Board Position: Support

Requires the Liguor Control Board and the Department of Revenue to make
recommendations to the legislature detailing the statutory changes necessary to: (1)
Streamline the collection of liquor taxes, fees, and reports; and (2) require a single state
agency to be responsible for the collection of such revenue and information.

Beer/Wine Specialty Shop Endorsement to Sell Spirits (HB 1133)
Status: Public Hearing in the House Committee on Government Accountability &
Oversight.
Sponsor: Rep. Hunt
Board Position: Oppose
e Authorizes the Liquor Control Board (LCB) to issue to a beer and/or wine specialty
shop (shop) an endorsement to sell spirits produced by a distiller producing sixty
thousand gallons or less of spirits per year.
¢ Requires a shop whose license includes an endorsement to sell spirits to pay the
LCB a license issuance fee equal to 17 percent of all spirit sales revenues.
e Authorizes the LCB to issue an endorsement to a beer and/or wine specialty shop to
sell malt liquor in kegs or other containers capable of holding four gallons or more of
a liquid.

Craft Distilleries Selling to Consumers (HB 1149)

Status: Passed out of House Committee on Government Accountability & Oversight,
Referred to Rules.

Sponsor: Rep. Hurst

Board Position: Support

Authorizes a craft distillery to sell spirits of its own production for consumption off

the premises in an amount up to three liters per person per day.

Sales for Resale by Spirits Retail Licensees (HB 1161)
Status: Public Hearing in the House Committee on Government Accountability &
Oversight.
Sponsor: Rep. Hunter
Board Position: Neutral
¢ Defines "single sale" to mean a single transaction regardless of its proximity in time
to other similar transactions, for the purposes of a retail licensee selling spirits or
wine to bars and restaurants.
e Defines "spirit sales revenues under the license" to exclude sales of spirits to bars
and restaurants, for the purposes of applying the 17 percent license issuance fee.

Group Ligquor Purchases (HB 1281)
Status: Public Hearing in the House Committee on Government Accountability &
Oversight.
Sponsor: Rep. Haler
Board Position: Neutral
e Allows two or more retail licensees of the same type to use a designated agent to
conduct group purchases of wine or spirits.
e Establishes requirements for the designated agent.

Eliminating the Spirits Retail License Fee (HB 1282)
LCB — Director’s Office 4






Status: Referred to House Committee on Government Accountability & Oversight.
Sponsor: Rep. Haler

Board Position: Awaiting Hearing Date

Eliminates the 17% spirits retail license fee on all spirits revenues.

Spirits Sampling by Spirits Retail Licensees (HB 1332 / SB 5396)
Status: HB 1332 Public Hearing in the House Committee on Government
Accountability & Oversight.
SB 5396 Referred to Commerce & Labor
Sponsor: Kirby / Hewitt
Board Position: Neutral
Authorizes the holder of a spirits retail license that is also a participant in the responsible
vendor program to provide customers with single-serving samples of one-half once or less
of spirits for the purpose of sales promotion.

Breweries & Microbreweries on Private Labels (HB 1351/ SB 5303)
Status: HB 1351 Public Hearing in the House Committee on Government
Accountability & Oversight.
SB 5303 Referred to Commerce & Labor
Sponsor: Rep. Condotta/ Sen. Harper
Board Position: Neutral
Allows wineries, breweries, microbreweries, certificate of approval holders, and retalil
licensees to create private labels for restaurants, private clubs, grocery stores, and
specialty shops.

Alcohol Poisoning Deaths (HB 1404)

Status: Referred to House Public Safety Committee

Sponsor: Rep. Liias

Board Position: Awaiting Hearing Date

Establishes limited immunity from prosecution for people under the age of 21 who seek
medical assistance in alcohol poisoning situations.

Removing Spirits from Wholesale Distributor Provisions (HB 1411)

Status: Referred to House Committee on Government Accountability & Oversight
Sponsor: Rep. Kirby

Board Position: Awaiting Hearing Date

Removes spirits from the provisions relating to wholesale distributors and suppliers of malt
beverages in RCW 19.126. Franchise protection for spirits distributors.

Changing the Criteria for Beer/Wine Tasting in Grocery Stores (HB 1422)

Status: Referred to House Committee on Government Accountability & Oversight
Sponsor: Rep. Condotta

Board Position: Awaiting Hearing Date

Changes the criteria for eligibility to receive a beer/wine tasting endorsement for grocery
store licensees. Removes 50% requirement of grocery sales to allow sampling of beer and
wine.

WineTasting by College Students (HB 1459)

Status: Referred to House Committee on Government Accountability & Oversight
Sponsor: Rep. Haler

Board Position: Awaiting Hearing Date
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Allows students between the ages of eighteen and twenty-one, who are enrolled in a
viticulture or enology degree program at certain educational facilities, to taste but not ingest
wine for instructional purposes.

Liquor License Renewals (HB 1503 / SB 5285)
Status: HB 1503 Referred to Finance
SB 5285 Referred to Ways & Means
Sponsor: Rep. Carlyle / Sen. Hill
Board Position: Awaiting Hearing Date
Increases excise tax revenue with liquor license renewals.

Day Spa Permit (SB 5045)

Status: Referred to Commerce and Labor

Sponsor: Sen. Keiser

Board Position: Awaiting Hearing Date

Allowing day spas to offer or supply without charge wine or beer by the individual glass to a
customer for consumption on the premises.

Limiting Use of Public Assistance Benefits (EBT Cards) (SB 5279)

Status: Referred to Human Services and Corrections

Sponsor: Sen. Carrell

Board Position: Awaiting Hearing Date

No later than January 1, 2014, any retail establishment licensed to sell spirits or hard
alcohol must disable its point-of-sale machines from accepting EBT cards for the purchase
of spirits.

Tobacco Related Legislation

Cigar Lounges & Tobacconist Shops (SB 5070)
Status: Referred to Commerce and Labor
Sponsor: Rep. Delvin

Board Position: Awaiting Hearing Date

e Requires the liquor control board to issue an endorsement as a cigar lounge and as
a retail tobacconist shop to a business that meets certain requirements.

e Requires funds from the special license endorsement application fees to be
deposited into the liquor revolving fund and the tobacco prevention and control
account.

e Allows the use or smoking of tobacco products in certain public places and places of
employment.

LCB — Director’s Office 6






Washington State
Liquor Control Board

Semi-Annual Rule-Making Agenda
January 1, 2013 through June 30, 2013

Following is the Liquor Control Board’s semiannual rule-making agenda for
publication in the Washington State Register pursuant to RCW 34.05.314.
There may be additional rule-making activity not on the agenda as conditions

warrant.

If you have questions about this rule-making agenda, please contact Karen
McCall, Rules Coordinator, P.O. Box 43080, Olympia, WA 98504-3080, phone (360)
664-1631, e-mail rules@lig.wa.gov.

Current Activity
WAC Chapter Subject Matter | Preproposal | Proposal (CR 102) Permanent
or Section(s) (CR101) or (CR 103)
Expedited (CR 105)

314-02-015 and Stakeholder request WSR 12-21-039 | WSR 13-01-040
WAC 314-02-045 to change the Filed 10/10/12 Filed 12/12/12
Restaurant hours of required hours of
operation. operation for

restaurants
WAC 314-02-105 Stakeholder request WSR 12-12-038 | WSR 13-01-045
Beer/Wine Specialty | to make changes to Filed 10/10/12 Filed 12/12/12
Shop Tastings tasting requirements
314-23-050 Spirits Stakeholder request WSR 12-19-034 | WSR 13-03-150
COA license changes | to amend rules for Filed 09/12/12 Filed 1/23/13

spirits COA licenses
WAC 314-28-030 Stakeholder request WSR 12-24-028 | WSR 13-03-149
and WAC 314-28- to amend rules to Filed 11/28/12 Filed 1/23/13
050 Distillers and allow internet sales
Craft Distillers and delivery of

product
Rules implementing
1-1183
“Trade Area” Create a definition of | WSR 12-12-013
definition “trade area” as part of | Filed 5/24/12

implementing 1-1183
Revise WAC 314-01
WAC 314-02-109, Clarify reporting WSR 12-24-030 | WSR 13-04-001
WAC 314-23-022, requirements for Filed 11/28/12 Filed 1/23/13
and WAC 314-28- spirits retail
080 Reporting licensees, spirits
requirements distributor licensees,

distillers, and craft

distillers
WAC 314-02-107 Stakeholder request WSR 12-24-089 | WSR 13-03-051
Requirements for to require spirit retail | Filed 12/5/12 Filed 1/23/13

LCB- Semi Annual Rules Agenda 1 1/29/13
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WAC Chapter
or Section(s)

Subject Matter

Current Activity

Preproposal
(CR 101)

Proposal (CR 102)
or
Expedited (CR 105)

Permanent
(CR 103)

spirit retail licensees

licensees to report
loss

Rules

Implementing

Initiative 502

Create a new chapter | Marijuana Producer WSR 12-24-090
in WAC 314 license and Filed 12/5/12

requirements

LCB- Semi Annual Rules Agenda
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