OFFICE OF THE
WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting - December 3, 2008

Board Member Roger Hoen called the regular meeting of the Washington State Liguor Control Board to order at
10:05 am, on Wednesday, December 3, 2008 in the boardroom, 3000 Pacific Avenue SE, Olympia, Washington.
Board Member Ruthann Kurose was present and Board Chairman Lorraine Lee was absent

Public Hearing on Rulemaking presented by Karen McCall
¢ Public comments will be taken until 12/10/08. The CR 103 will be presented 12/17/08.

Proposed rules on Restaurant Retail Activities and Storage, under a Caterer §

. Endorsement presented by Karen Rogers

(Attachments include Issue Paper, Notice of Proposed Rule Malking #08-17, WAC Changes, and
Stakeholder Summary)

o Karen summarized major points of the proposal; no new stake-holder comments have
been received on this topic.

» Michael Transue of the WA. Restaurant Association suggested that consistent phrasing in
Section 314-02-061(3)(b) be consistent with 314-02-061(3)(a) and (4); pluralize “event”
to “events”.

o Karen commented that legal style prefers singular verb/noun usage unless plural is
necessary; however, this is not a significant concern/ not a substantive change.

Proposed rules on Nonprofit Orgahization and Business Practices presented by Karen Rogers
(Attachments include Issue Paper, Notice of Proposed Rule Making #08-18, WAC Changes, and
Stakeholder Summary)

e Karen summarized major points of the proposal; no new stake-holder comments have
been received on this topic.

e Jean Leonard of WA. Wine Institute takes issue with terminology, “may qualify” In this
case, ‘may’ should be changed to “not prohibited” in accordance with statute. Section
314-05-020(5)

Proposed rules on Legislation for Breweries and Microbreweries presented by Jennifer Skoda
(Attachments include Issue Paper, Notice of Proposed Rule Making #08-21, WAC Changes, and
Stakeholder Summary)

o Jennifer stated that no new stake-holder comments have been received on this topic.

Proposed rules on Legislatioﬁ for Winery Regulations presented by Jennifer Skoda
(Attachments include Issue Paper, Notice of Proposed Rule Making #08-19, WAC Changes, and
Stakeholder Summary)

e Jennifer summarized the scope of the proposal. Section 314-24-220(8) update clarifies
the question of who can take orders. No new stake-holder comments have been received
on this topic.
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e Jean Leonard from WA. Wine Institute stated she appreciates the correction noted above.
She also raises a new concern regarding Section 314-24-161(2); “a track of land set aside
for alcohol consumption” Her perspective is that this area would not necessarily be an
exclusive area for alcohol.

Proposed rules on Legislation for Craft Distilleries presented by Jennifer Skoda
(Attachments include Issue Paper, Notice of Proposed Rule Making #08-20, WAC Changes, and
Stakeholder Summary)

o Jennifer reviewed several changes that have been made in accordance with Lorraine’s
instructions during the 10/15/08 meeting: '

o Section 314-28-090

o defines customer by age

o (1)(a) Pricing quote

o Sections (i) & (ii) were split our for clarification
o (1)(b) Listing a product

o Out of state sales not subject to taxes

7 o (3) Special Order process —-WAC 314-76 is included as many questions have been
raised on this topic '

0 No new stake-holder comments have been received on this topic.

The meeting was adjourned at 10:45am, This meeting'was audioe recorded.

e ostn

Lorraine Lee Roger Hod Ruthann Kurose
Chairman Board Meniber Board Member
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Washington State Liquor Control Board
Issue Paper: Legislation for Breweries and Microbreweries

Date: October 15, 2008
Presented by:  Jennifer Skoda, Enforcement Division

Deseription of the Issue

The purpose of this issue paper is to recommend that the Washington State Liquor
Control Board (WSLCB) proceed with proposed rule changes (CR-102) revising the
current rule regarding Legislation for Breweries and Microbreweries (Chapter 314-20
WAC).

Why is rule making necessary?
Two legislative bills pertaining to the issue of this paper were adopted in 2008. The
WSLCB is updating its rules to reflect the changes made by these bills.

Background

Procedural status. The WSLCB filed Pre-proposal #08-10 on July 15, 2008 (State
Register Filing #08-15-068). The WSLCB now enters into the second step of rule
development by filing proposed rules language with the State Register (CR-102).

Legislative. SSB 6572 (2008) and SSB 6770 (2008) permit three new activities.

1. A brewery or microbrewery may have up to two retail licenses, either on or off
the brewery or microbrewery premises, to operate a tavern, a beer and/or wine
restaurant, or a spirits, beer, and wine restaurant (SSB 6770). Previously, they
were allowed one retail license on, and one retail license off, the brewery or
microbrewery premises, but only for a beer and/or wine restaurant, or a spirits,
beer, and wine restaurant (not for tavern).

2. A microbrewery that operates as a distributor may have one off-premises
warehouse (SSB 6572). Before the bill, a microbrewery was limited to storing on
the licensed premises.

3. A licensed microbrewery may contract-produce beer for another microbrewer
(S8B 6770). Previously, a microbrewery was limited to producing its own beer.

What changes are proposed?

New Section 314-20-017 — Brewery and microbrewery retail liquor licenses — Selling
kegs and containers.

A licensed brewery or microbrewery may hold up to two retail liquor licenses for a
tavern, a beer and/or wine restaurant, or a spirits, beer, and wine restaurant. The retail
locations may be either on or off the premises. Kegs and containers of beer or malt liquor
may be sold from the brewery/microbrewery premises, or from the retail locations.





New Section 314-20-055 — Microbrewery warehouse license.
A microbrewery may have one off-premises warehouse from which to store and
distribute beer of its own production (and no one else's).

New Section 314-20-095 — What are the requirements for contract production
between microbreweries?

"Contract production”, which is undefined in statute, is clarified. Elements addressed
include product ownership, labels, state taxes, who may seli and distribute the product,
how total production is calculated (< 60,000 gallons for a microbrewery), and reporting
and record-keeping requirements.

Recommendations _
- Staff recommends that the WSLCB proceed with the second step of rule making (CR-
102) by filing the proposed rules language with the State Register.

Attachments: Proposed Rules





\| Washington State
2 Liquor Control Board

NOTICE OF PROPOSED RULE MAKING #08-21

The Washington State Liquor Control Board (LCB) would like your input on the
attached proposed rules to implement SSB 6572 /08 and portions of SSB 6770
{08 regarding brewery and microbrewery regulation.

This notice contains a summary of changes being proposed as well as the actual
text of the proposed rules. You can provide input by submitting written
comments or participating in the public hearing (see below).

This rule making is filed with the Office of the Code Reviser in the Washington
State Register number # 08-21-118 published November 5, 2008.

Why is this rule making necessary?

The Legislature adopted SSB 6572 allowing microbreweries to have an off-site
warehouse, and SSB 6770 allowing breweries and microbreweries to have up to.
two licensed restaurant locations and allowing a microbrewery to contract
produce beer for another microbrewery. Current rules need to be amended
and/or new rules need to be created as part of imptementing this legislation.

Public Comment :

The Board encourages you to comment on the proposed rule. You may attend
the public hearing listed below, or forward your comment to the Board by
December 10, 2008

By mail: Rules Coordinator By e-mail: By fax:
Liquor Control Board rules@lig.wa.gov 360-704-4921
P.O. Box 43080
Olympia, WA 98504-3080

Public December 3, 2008

Hearing: 10:00 a.m.
Washington State Liquor Control Board — Board Room
3000 Pacific Ave. S.E, Olympia, WA

QUESTIONS?
If you have questions, please contact Karen McCall, Rules Coordinator, at 360
664-1631 or by e-mail at rules@lig.wa.qgov .

LCB Rule Making Notice #08-21 1 October 20, 2008





To request this notice in an alternative format or to request other accommodation
to participate, please call 360-664-1600

What Changes Are Proposed? (Summary)

Actual rule language is attached to this notice. The following is a summary of
each new rule.

New Section 314-20-017 — Brewery and microbrewery retail liquor licenses —
Selling kegs and containers.

A licensed brewery or microbrewery may hold up to twe retail liquor licenses for a
tavern, a beer and/or wine restaurant, or a spirits, beer, and wine restaurant.

The retail locations may be either on or off the premises. Kegs and containers of
beer or malt liquor may be sold from the brewery/m[crobrewery premises, or from
the retail locations.

New Section 314-20-055 — Microbrewery warehouse license.
A microbrewery may have one off-premises warehouse from which to store and
distribute beer of its own production (and no one else's).

New Section 314-20-095 — What are the requirements for contract production
between microbreweries?

"Contract production”, which is undefined in statute, is clarified. Elements
addressed include product ownership, labels, state {axes, who may sell and
distribute the product, how total production is calculated (< 60,000 gallons for a
microbrewery), and reporting and record-keeping requirements.

WAC Changes

NEW SECTION

WAC 314-20-017 Brewery and microbrewery retail liquor
licenses--Selling kegs and containers. A brewery or
microbrewery licensed under RCW 66.24.240 or 66.24.244 may
hold up to two retail liquor licenses to operate a spirits,
beer, and wine restaurant, a tavern, a beer and/or wine
restaurant, or any combination thereof.

(1) Definitions.
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(a) For the purposes of this section, a "container" is
a sealable receptacle, such as a carton, jug, growler or
keg, and has no minimum holding requirement. A "keg" is a
container holding four gallons or more.

(b) "Malt liquor™ is a specific type of "beer" (as
explained in RCW 66.04.010).

(c) "Beer" includes malt liguor and flavored malt
beveréges (as explained in RCW 66.04,010).

(2) Applicable to retail licenses for spirits, beer,
and wine restaurants, beer and/or wine restaurants, and
taverns.

(a) A retail license is separaté from a brewery or
microbrewery license,

(b} All containers of beer must be so0ld from the
retail premises.

{c) A retail location may be located on or off the
brewery or microbrewery premises,

(3) A brewery-operated or microbrewery-operated
spirits, beer, and wine restaurant may sell containérs of
beer of its own production without a kegs-to~go endorsement
provided that it sells this beer for off-premises
consumption bnly. A brewery or microbrewery may supply the
container or use a container brought to the premises by a
customer.

{4) A brewery-operated cr microbrewery-operated’

spirits, beer, and wine restaurant may sell kegs of malt
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liquor of another brewery's or microbrewery's production
provided that it:

{a) Sells this malt liguor for off-premises
consumption onl&;

(b) Has a kegs—to—gd endorsement; ahd

(c) Supplies the kegs.

(5) A tavern or beer and/or wine restaurant that 1is
operated by a brewery or microbrewery and has an off-
premises beer and wine retailer's privilege may: -

(a) Sell kegs of malt liquor for either on-premises or
off-premises consumption. The malt liguor may be of the
licensee's own production or the production of another
brewery or-microbrewery; and

{b) Sell containers of beer for either on-premises or
off-premises consumption provided that the customer
supplies the container. The beer may be of the licensee's
own. production or the production of another brewery or

microbrewery.

NEW SECTION

WAC 314-20-055 Microbrewery warehouse license. (1) A
licensee holding a microbrewery license under RCW 66.24.244
and acting as a distributor of its own products may apply
for a microbrewery warehouse license. There is no fee for

this license.
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(2) A microbrewery warehoﬁse is a premises located off
the microbrewery premises that is used for the storage and
distribution of the microbrewery's own products.

{3) There may be no retail sales from the microbrewery

warchouse.

NEW SECTION

WAC 314-20-095 What are the requirements for contract
production between microbreweries? This section c¢larifies
the language er contract production found in RCW
66.24.244, For the purposes of this section, contract
production is when one microbrewer, referred to as the
"contractor,"™ produces and packages beer for another
midrobrewer, referred to as the "cbntractee." This beer is
referred to as the "product."

(1) The contractee is the product owner. As such, the
contractee may distribute and retail the product.

{2) The contractor is required to physically transport
all contracted product to the contractee. The contractor
is not allowed to distribute or retail the product.

{3) The contractor must sﬁbmit a copy of the contract
to the board prior to production. Any changes in the
contract must also be submitted to the board prior to
subsequent production. The board may require additional

information.
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{4) The contractor is required to obtain federal label
approval, and the contractee is required to obtain state
ilabel approval.

(5) State taxes listed under RCW 66.24.290.

(a) The contractor is not responsible for the taxes.

(b) The contractee is responsible for the taxeé when
the contractee is acting as its own distributor or retailer
for the product.

(c) When the contractee ‘uses a ‘distributor to
distribute the product, then the distributor is responsible
for the taxes.

(6) Maintaining qualification as a microbrewery. Each
microbrewery, whether in the capacity of a contractor or
contractee, 1is allowed to produce under sixty thousand
barfels of total prcduct per year. Total product, in this
instance, includes product (a) owned and produced by the
microbrewery; (b) owned by the microbrewery but produced by
another microbrewery; and (c) produced by the microbrewery
on behalf of another.microbrewery.

(7) Reporting and recordkeeping.

(a) The contractor must include the product produced
when it reporfs its monthly production to the board.

{b) The contractee must dinclude the sale of the
product when it submits its monthly sales report to the
board. The board may alsc require the contractee to
include the product when the contractee reports its monthly

production to the board.

LCB Rule Making Notice #08-21 6 Qctober 20, 2008





{c) The contractor's and . the contractee's
recordkeeping documents must include the product
information for each contract. The information must show

the quantities produced.
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NEW SECTION

WAC 314-20-017 Brewery and microbrewery retail licquor
licenses--Selling kegs and containers. A brewery or microbrewery
licensed under RCW 66.24.240 or 66.24.244 may hold up to two retail
liquor licenses to operate a spirits, beer, and wine restaurant, a
tavern, a beer and/or wine restaurant, or any combination thereof.

(1} Definitions.

{a} For the purpcses of this section, a "container" is a
sealable receptacle, such as a carton, jug, growler or keg, and has
no minimum holding requirement. A "keg" is a container holding
four gallons or more.

" (b) "Malt liquor" is a specific type of "beer" (as explained
in RCW 66.04.010): :

{c) "Beer" includes malt liquor and flavored malt beverages
(as explained in RCW 66.04.010).

(2) Applicable to retail licenses for spirits, beer, and wine
restaurants, beer and/or wine restaurants, and taverns.

(a) A retail license 1is separate <from a brewery or
microbrewery license.

(b) All containers of beer must be s0ld from the retail
premises.

(¢) A retail location may be located on or off the brewery or
microbrewery premises.

(3) A brewery-operated or microbrewery-operated spirits, beer,
and wine restaurant may sell containers of beer of its own
production without a kegs-to-go endorsement provided that it sells
this beer for off-premises consumption only. A brewery or
microbrewery may supply the container or use a container brought to
the premises by a customer,

(4) A brewery-operated or microbrewery-operated spirits, beer,
and wine restaurant may sell kegs of malt liquor of another
brewery's or microbrewery's producticn provided that it:

(a) Sells this malt liquor for off-premises consumption only;

(b} Has a kegs-to-go endorsement; and

{c) Supplies the kegs.

() A tavern or beer and/or wine restaurant that is operated
by a brewery or microbrewery and has an off-premises beer and wine
retailer's privilege may:

(a) Sell kegs of malt liguor for either on-premises or off-
premises consumption. The malt liquor may be of the licensee's own
production or the production of another brewery or microbrewery;
and

(b} Sell containers of beer for either on-premises or off-
premises consumption provided that the customer supplies the
container. The beer may be of the licensee's own production or the
production of another brewery or microbrewery.

[ T 1] OTS-1947.2





NEW SECTION

WAC 314-20-055 Microbrewery warehouse license. (1y A
licensee holding a microbrewery license under RCW 66.24.244 and
acting as a distributor of its own products may apply for a
microbrewery warehouse license. There is no fee for this license.

(2) A microbrewery warehouse is a premises located off the
microbrewery premises that is used for the storage and distribution
of the microbrewery's own products. :

(3) There may be no retail sales from the microbrewery
warehouse.

NEW SECTION

WAC 314-20-085 What are the requirements for contract
production between microbreweries? This section clarifies the
language for contract production found in RCW 66.24.244. For the
purposes of this section, contract production 1is when one
microbrewer, referred to as the "contractor," produces and packages
beer for another microbrewer, referred to as the "contractee."
This beer 1s referred to as the "product."”

(1) The contractee is +the product owner. As such, the
contractee may distribute and retail the product.

{2} The contractor is required to physically transport all
contracted product to the contractee. ~The contractor 1is not
allowed to distribute or retail the product.

{3} The contractor must submit a copy of the contract to the
board prior to production. Any changes in the contract must also
be submitted to the board prior to subsequent production. The
board may require additional information. '

{4) The contractor 1s required to obtain federal label
approval, and the contractee is required to obtain state label
approval.

(5} State taxes listed under RCW 66.24.290.

(a} The contractor is not responsible for the taxes.

(b} The contractee is responsibkle for the taxes when the
contractee is acting as its own distributor or retailer for the
product.

{c) When the contractee uses a distributor to distribute the
product, then the distributor is responsible feor the taxes.

(6) Maintaining qualification as a microbrewery. Each
microbrewery, whether 1in the capacity of a contractor or
contractee, is allowed to produce under sixty thousand barrels of
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total product per year. Total product, in this instance, includes
product (a) owned and produced by the micrcobrewery; {(b) owned by
the microbrewery but produced by another microbrewery; and (c)
produced by the microbrewery on behalf of another microbrewery.

{7) Reporting and recordkeeping.

{a) The contractor must include the product produced when it
reports its monthly production to the becard.

{b) The contractee must include the sale of the product when
it submits its monthly sales report to the board. The board may
also require the contractee to include the product when the
contractee reports its monthly production to the board.

{c) The contractor's and the contractee’'s recordkeeping
documents must include the product information for each contract.
The information must show the quantities produced.
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Washington State Liquor Control Board
Rule Making to Implement Legislation for Breweries and

Microbreweries
STAKEHOLDER SUMMARY

The Washington State Liquo_r Control Board (WSLCB) received early stakeholder
comment (before the CR-102 filing) in writing and orally on rules to implement
legislation for breweries and microbreweries (CR-101 State Register Filing #08-15-068).

Summary of Comments

Comment:

We are frying to rent a portion of another company's existing refrigerated warehouse
space. Will that work? (Greg Parker, Iron Horse Brewery)

Response: _ ,

Yes, provided that (1) the warchouse has been approved by the WSLCB, (2) a contract or

lease agreement between the two parties is submitted to the WSLCB, and (3) each
microbrewery has no more than one warehouse off of the microbrewery's premises,

Comment:

When one microbrewer (i.e. the "contractor") contract-produces for another microbrewer
(i.e. the "contractee™), the federal government holds the contractor responsible for paying
the associated federal excise taxes. Similarly, will the WSLCB hold the contractor

responsible for paying the associated state "excise" taxes? (Arlen Harris, Washington
Breweries Guild)

Response: _
No. The contractor never "owns" the product, and because of that, the contractor is
never responsible for paying the associated state excise taxes (i.e. “barrel” taxes).

Comment;

To qualify as a microbrewery, a microbrewer must produce less than 60,000 barrels per
year. When a microbrewer contract-produces for another microbrewer, does that product
count toward the contractor's yearly limit, or toward the contractee's yearly limit? (David
Buhler, Elysian Brewing Company)

Response: :

The contracted product counts toward both the contractor's and the contractee's yearly
limit. As explained during public hearings held by the Washington State Legislature
(2008 session), Microbrewery A may produce 40,000 barrels of its own product per
year, even though it has the capacity to produce the full under-60,000 barrels/year.
Microbrewery B may be able to produce only 20,000 barrels/year on its own, but it

Public Comment Summary
Pre-CR 102 1





wants more of its beer produced. Why not let Microbrewery A use its remaining '
under 20,000 barrels/year to brew for Microbrewery B?

Comment;

What would happen if Microbrewery A produced 40,000 banelsfyear of its own beer in
the state of Washington, and then brought in another 22,000 barrels/year of its own beer
that was produced by an out-of-state brewer? Would Microbrewery A still qualify as a

microbrewery? (David Buhler, Elysian Brewing Companyy)

Response:

An in-state microbrewery may market beer as its own only if the beer is produced in
the state of Washington. If an in-state microbrewery has a retailer license and a
direct-shipment endorsement, then.the microbrewery may buy beer from a certificate
of approval holder with a direct-shipment endorsement; however, the microbrewery
may not market beer purchased from out of state as its own. For example,
Microbrewery A may séll Budweiser at its premises, but Microbrewery A may not
market Budweiser 4s its own product. With that said, so long as Microbrewery A
produces less than 60,000 barrels/year (whether for itself, for'someone else, or has
another in-state microbrewery produce on its behalf), then Microbrewery A qualifies
as @ microbrewery.

Comment:
Is a microbrewery allowed to do an alternating proprietorship with an out-of-state
microbrewery or another in-state microbrewery? (David Buhler Elysian Brewing

Company)

Response:

An in-state microbrewery may have an alternating proprietorship with other in-state
microbreweries; however, each microbrewery must keep its raw materials and
finished products separate from those belonging to anyone else. An in-state
microbrewery may not have an alternating proprietorship with an out-of-state
microbrewery.

Comment:
[s a microbrewery allowed to rent and use anothe1 microbrewer's equipment? (David
Buhler, Elysian Brewing Company)

Response:

A microbrewery may produce only from its licensed premises. If the microbreweries
share the same location, then such rental activity is considered an alternating
proprietorship. Ifthe microbreweries do not share the same location, then the rented
equipment must be physically transferred to the renter's licensed premises.

Public Comment Summary
Pre-CR 192






Washington State Liquor Control Board
Issuc Paper: Legislation for Craft Distilleries

Date: October 15,2008
Presented by:  Jennifer Skoda, Enforcement D1V1Slon

Description of the Issue

The purpose of this issue paper is to recommend that the Washington State Liquor
Control Board (WSI.CB) proceed with proposed rule changes (CR-102) revising the
current rule regarding Legislation for Craft Distilleries (Chapter 314-28 WAC).

Why is rule making necessary?
A legislative bill pertaining to the issue of this paper was adopted in 2008. The WSLCB
is updating its rules to reflect the changes made by this bill.

Background

Procedural status, The WSLCB filed Pre-proposal #08-11 on July 15, 2008 (State
Register Filing #08-15-069). The WSLCB now enters into the second step of rule
development by filing proposed rules language with the State Register (CR-102).

Legislative. SHB 2959 (2008) created a new license for craft distilleries and stipulated
the associated allowances and requirements.

1. Craft distillers may produce 20,000 gallons or less of spirits per year.

2. At least half of the raw materials used in the production must be grown in the
state of Washington. (This requirement does not apply to distillers under the
$2000 license.) '

3. The license fee is $100 per year. :

4. A craft distillery may sell up to two liters of spirits of its own production per
person per day for off-premises consumption. Previously, distilleries were
allowed to sell only to the WSLCB or to out-of-state entities.

5. A craft distillery may provide free samples of its own spirits to customers at the
distillery premises. All servers must have a class 12 alcohol server permit.

What changes are proposed?

Amendatory Chapter Title — 314-28 WAC - Distillers.
The title of Chapter 314-28 WAC is changed from "Fruit distillers" to "Distillers".

Amendatory Section 314-28-010 — Records. -

The record requirements for all distillery types are stipulated. Requirements include
which records must be retained, how long they must be retained, and which copies of
records the WSLCB requires or may request. Additional requirements that apply only to
craft distilleries are also stipulated (e.g. sales records, monthly returns).

New Section 314-28-050 — What does a craft distillery license allow?





A craft distillery is allowed to produce up to 20,000 proof gallons of its own spirits per
year. It is also allowed to sell spirits directly to customers at the licensed premises (for
off-premises consumption), and to provide free samples of its own production to
customers on the distillery premises, and to retailers.

New Section 314-28-060 — What are the general requirements for a craft distillery
license?

General requirements include submitting licensing documents, as well as permits
required by the federal government; ensuring that at least 50% of all raw materials are
produced in Washington; and purchasing and pricing as directed by the WSLCB.

New Section 314-28-070 — What are the monthly reporting and payment
requirements for a craft distillery license?

A craft distillery must submit monthly reports and payments to the WSLCB. Production
and the production process are defined, and how production is quantified is explained.

New Section 314-28-080 — What if a craft distillery license fails to report or pay, or
reports or pays late? ,

The WSLCB assesses a penalty of 2% per month, and may require a surety bond or
dedicated savings account if (1) a licensee reports or pays more than 30 days late two or
more times within a 2-year period, (2} a licensee reports or pays more than 30 days late
two months in a row, or (3) a payment is returned for insufficient funds.

New Section 314-28-090 — Craft distilleries—Retail pricing—Selling to customers
and to the board.

If a craft distillery sells its product within the state, it must obtain retail pricing from the
WSLCB, and use the retail prices as set by the WSLCB. If a licensee wants to have its
products sold at state liquor stores, then the licensee must send a request for product
listing.

New Section 314-28-200 — Adoption of federal laws.
A craft distillery licensee must meet all laws, rules and regulations of the federal
govermment.

Recommendations _
Staff recommends that the WSLCB proceed with the second step of tule making (CR-
102) by filing the proposed rules language with the State Register,

Attachments: Proposed Rules





¢ Washington State |
| Liquor Control Board

NOTICE OF PROPOSED RULE MAKING #08-20

The Washington State Liquor Control Board (LCB) would like your input on the
attached proposed rules to implement SHB 2959 establishing a craft distillery
license.

This notice contains a summary of changes being proposed as well as the actual
text of the proposed rules. You can provide input by submitting written
comments or participating in the public hearing (see below).

This rule making is filed with the Office of the Code Reviser in the Washington
State Register number # 08-21-119 published November 5, 2008.

Why is this rule making necessary?

The 2008 Legislature adopted SHB 2959 establishing a craft distillery license.
This license allows a limited production of distilled spirits by the manufacturer
and limited direct sales of the product to customers at the distillery. New rules
are needed and current rules may need amending or repealing as part of
implementing this legislation. '

Public Comment

The Board encourages you to comment on the proposed rule. You may attend
the public hearing listed below, or forward your comment to the Board by
December 10, 2008 -

By mail: Rules Coordinator By e-mail: By fax:
Liquor Control Board rules@lig.wa.gov 360-704-4921
P.O. Box 43080
Olympia, WA 98504-3080

Public December 3, 2008

Hearing: 10:00 a.m.
Washington State Liquor Control Board — Board Room
3000 Pacific Ave. S.E, Olympia, WA

QUESTIONS?

If you have questions, please contact Karen -IVIcCaI!, Rules Coordinator, at 360
664-1631 or by e-mail at rules@lig.wa.gov .
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To request this notice in an alternative format or to request other accemmodation
to participate, please call 360-664-1600

What Changes Are Proposed? (Summary)

Actual rule language is attached to this notice. The following is a summary of
" each new rule.

Amendatory Chapter Title — 314-28 WAC - Distillers.
The title of Chapter 314-28 WAC is changed from "Fruit distillers" to
"Distillers”.

Amendatory Section 314-28-010 — Records.

The record requirements for all distillery types are stipulated. Requirements
include which records must be retained, how long they must be retained, and
which copies of records the WSLCB requires or may request. Additional
requirements that apply only to craft distilleries are also stipulated (e.g. sales
records, monthly returns).

New Section 314:28-050 — What does a craft distillery license allow?

A craft distillery is allowed to produce up to 20,000 proof gallons of its own spirits
per year. ltis also allowed to sell spirits directly to customers at the licensed
premises (for off-premises consumption), and to provide free samples of its own
production to customers on the distillery premises, and to retailers.

New Section 314-28-060 — What are the general requirements for a craft
distillery license?

General requirements include submitting licensing documents, as well as permits
required by the federal government; ensuring that at least 50% of all raw
materials are produced in Washington; and purchasing and pricing as directed by
the WSLCB. '

New Section 314-28-070 — What are the monthly reporting and payment
requirements for a craft distillery license?

A craft distillery must submit monthly reports and payments to the WSLCB.
Production and the production process are defined, and how production is
quantified is explained.

New Section 314-28-080 — What if a craft distillery license fails to report or pay,
or reports or pays late?

The WSLCRB assesses a penalty of 2% per month and may require a surety
bond or dedicated savings account if (1) a licensee reports or pays more than 30
days late two or more times within a 2-year period, (2) a licensee reports or pays
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more than 30 days late two months in a row, or (3) a payment is returned for
insufficient funds.

New Section 314-28-090 — Craft distilleries—Retail pricing—Selling to
_customers and to the board. .

If a craft distillery sells its product within the state, it must obtain retail pricing
from the WSLCB, and use the retalil prices as set by the WSLCB. If a licensee
wants o have its products sold at state liquor stores, then the licensee must send
a request for product listing.

New Section 314-28-200 — Adoption of federal laws.
A craft distillery licensee must meet all laws, rules and reguiations of the federal
government.

Repealer Chapter 314-32 — Rectifiers.

All of Chapter 314-32 WAC, which consists of three sections, is repealed The
substance of WAC 314-32-010 ("Applicants — Federal permit required") and
WAC 314-32-020 ("Duplicate records furnished board") is moved to WAC 314-
28-010, while the language of WAC 314-32-030 ("Adoption federal laws") is now
in WAC 314-28-200.
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WAC Changes

{ {Chapter 314-28 WAC

FRUIT)) DISTILLERS

AMENDATORY SECTION {Amending QOrder 172, Resolution No. 181,

filed 3/13/86)

WAC 314-28-010 Records. { (AF) - fruit——distitlersy

maintained) ) (1) All distilleries licensed under RCW

66.24,140 and 66.24.145, including «craft, fruit, and

laboratory distillers:

{a) Must keep records concerning any spirits, whether

produced or purchased, for two vyears after each sale.

These records must be kept separate from any other records.

A distiller may be regquired to report on forms approved by

the board;
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(b} Must, in case of gpirits exported or sold,

pregserve all bills of lading and other evidence of

shipment; and

(c) Must submit duplicate copies of transcripts,

notices, or other data that are required by the federal

government to the board if requested, within thirty days of

the notice of such request. A distiller shall also furnish

copies of the bills of lading, covering all shipments of

the products of the licenses, to the board within thirty

days of notice of such request.

{(2) A craft distiller must:

{a) Preserve all sales records, in the case of retail

sales to consumers, in addition to the records listed in

subsection (1) (b} of this section; and

(b) Submit duplicate copies of its monthly retfurns to

the board upon request, in addition to the duplicate copies

listed in subsection (1) {c) of this section. The same

conditions apply as in subsection (1) (c¢) of this section.

[Statutory Authority: RCW 66.08.030. 86-07-022 (Order
172, Resolution No. 181), § 314-28-010, filed 3/13/86;
Order 14, § 314-28-010, filed 12/1/70, effective 1/1/71:

Rule 84, filed 6/13/63.]
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NEW SECTION

WAC 314-28-050 ‘What does a craft distillery 1license
allow? (1) A craft distillery license allows a licensee
to:

(a) Produce twenty thousand proof gallons or less of
its own spirits per calgndar yeaf. A "proof gallon" is one
liquid gallon of spirits that is fifty percent alcohol at
sixty degrees Fahrenheit;

(b) Sell spirits of its own production directly to a.
customer for off-premises consumptiocn, provided that the
sale occurs when the customer is physically present on the
licensed premises. A licensee may sell no more than two
liters per customer per day. L craft distiiler may not
sell liquor products of someone else’s production;

(c) Sell spirits of its own production to the board
provided that the product is "listed" by the board, or 1is
special-ordered by an individual Washington state liquor
store;

{d) Sell to out-of-state entities;

(e} Provide, free of charge, samples of spirits of its
own production to persons on the distillery premises. Each
sample must be one-half ounce or less, with no more than
two ounces of samples provided per person per day. Samples
must be unaltered, and anyone involved in the serving of
such samples must have a valid Class 12 alcohol server

permit. Samples must be in compliance with RCW 66.28.040
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and all applicable WACs, and are subject to taxes under WAC
314-28-070; and

(f) Provide, free of charge, samples of spirits of its
own production to retailers. Samples must be unaltered,
and in compliance with RCW 66.28.040 and all applicable
WACs, including WAC 314-44-005 and 314-64-08001. Samples
are considered sales and are subject to taxes under WAC
314-28-070.

(2} A craft distillery licensee may nhot sell directly
to in-state retailers or in-state distributors, but only to
on-premises customers, tc the board, and to rout—of—state
entities, as stipulated in subsections (1) (b), (c¢) and (d)

of this section.

NEW SECTION

WAC 314-28-060 What are the general requirements for
a craft distillery license? Per. RCW  66.24.140 and
66.24.145, a craft distillery licensee is requiréd to:

(1) Submit copies of all permits required by the
federal government;

(2) Submit other licensing documents.as determined by
the board. Other documents may include, but are not
limited to, a ?ersonal criminal history statement, a
financial statement, the right to the real property, and

the tied house statement;
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{3) Ensure a minimum of fifty percent of all raw
materials (including any neutral grain spirits and the raw
materials that go into making mash, wort or wash) used in
the monthly production of the spirits product are grown in
the state of Washington. Water 1is not considered a raw
material grown in the state of Washington;

(4) Purchase any spirits sold at the distillery
premises for off-premises consumption from the board, at
the price set by the board;

(5) Purchase any spirits used for sampling at the
distillery premises from the board;

(6} Purchase any spirits used for samples provided to
retailers from the board; and-

(7) Meet any other applicable requirements stated in

RCW and WAC.

NEW SECTION

WAC 314-28-070 What are the monthly reporting and
payment requirements for a craft distillery license? A

craft distiller must submit monthly reports andlpayments to

the board.
{1) Monthly reports. The required monthly reports
must be:

(a) On a form furnished by the board or in a format

approved by the bcard;
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(b) Filed every month, including months with no
activity or payment due;

(c) Submitted, with payment due, to the board .on or
before the twentieth day of each month, for the previous
month. (For example, a report listing transactions for the
month of January 1s due by February 20th.) When the
twentieth day of the month falls on a Saturday, Sunday, or
a legal holiday, the filing must be postmarked byAthe U.S.
postal service no later than the next postal business day;
and

(d) Filed separately for each ligquor license held.

(2) For reporting purposes, production is the
distillation of spirits from mash, wort, wash or any other
distilling material. After the production process 1is
completed, a production gauge shall be made to establish
the quantity and proof of the spirits produced. The
designation as to the kind of spirits shall also be made at
the time of the production gauge; A record of the
production gauge shall be maintained by the distiller. The
completion of the production process is when the product is
packaged for distribution. Production gquantities are
reportable within thirty days o©of the completion of the
production process. .

(3) Payments to the board. A distillery must pay the
difference between tThe cost of the alcohol purchased by the
board and the sale ¢f algohol at the established. refail

price, less the established commission rate during the
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preceding calendar month, inciuding samples at no charge
{see WAC 314-64-08001 for more information).

(a) Any on-premises sale or sample provided to a
consumer 1s considered a sale reportable to the board.

(b) Samples provided to retailers are considered sales
reportable to the board.

(c} Payments must be submitted, with monthly reports,
to the board on or befcore the twentieth day of each month,
for the previous month. (For example, payment for a report
listing transactions for the month of January is due by
Februarf 20th.) When the twentieth day of the month falls
on a Saturday, Sunday, or a legal holiday, payment must be.
postmarked by the U.3. postal service no later than the

next postal business day.

NEW SECTION

WAC 314-28-080 What if a craft distillery licensee
fails to report or pay, or reports or pays late? If a
craft distiller fails to submit its monthly reports or
payment to the beoard, or submits late, then the licensee is
subject to penalties and surety bonds.

(1) Penalties. A penalty oI two percent per month
will be assessed on any payments postmarked after the
twentieth day of the month following the month of sale.
When the twentieth day of the month falls on a Saturday,

Sunday, or a legal holiday, the filing must be postmarked
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by the U.S. postal service no later than the next postal
business day.

(2} Surety bonds. A "surety bond" is a type of
insurance policy that guarantees payment to the state, and
is executed by a surety company authorized to do business
in the state of Washington. Surety bond requirements are
as follows:

(2} Must be con a surety bond form and in an amount
acceptable to the board;

(b} Payable to the "Washington state liquor contrel
board™; and |

(c} Conditioned that the licensee will pay the taxes
and penalties levied by RCW 66.28.040 and by all applicable
WACs.

(3} The board may require a craft distillerf to obtain
a surety bond or assignment of savings account, within
twenty-one days after a notification by mail, if any of the
following occur:

(a) A report or payment 1is missing more than thirty
days past the required filing date, for two or more
consecutive months;

(b) A report or payment 1is missing more-than thirty
days past the required filing date, fo; two or more tLimes
within a two-year period; or

‘(c) Return of paymént for nonsufficient funds.
(4) As an c¢ption to obtaining a surety bond, a

licensee may create an assignment of savings account for
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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.

(5) The amount cof a surety bondﬁ or savings account’
required by this chapter must be either three thousand
dollars,.or the total of the highest four months' worth of
liagbility for the previous twelve month period, .whichever
is greater. The licensee must maintain the bond. for at
least two years.

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

(7 If a licensee holds 'a surety bond or savings
account, the board will immediately start the process to
collect overdue payments from the surety company or
assigned account. If the exact amount of payment due is
not known because of missing reports, the board will
estimate the payment due based on previous production,

receipts, and/or sales.
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NEW SECTION

WAC 314-28-090 Craft distilleries--Retail pricing--
Selling to customers and to the board. (1} Retail pricing.
A craft distillery licensee must submit a pricing quote to

the board forty-five days priér to the first day of the

effective pricing month. The becard will then set the
retail price. Pricing cannot be changed within a calendar
month. Spirits sold ocut-of-state are not subject to retail

pricing by the board.

(2} Selling to customers. The “craft ‘distillery
licensee 1is required to sell to its customers at the same
retail price as set by the board. In the case that a
temporary price reduction is being offered on a listed item
by the board in a given month, the licensee may sell its
products to 1ts customers at the reduced price for that
time period only.

(3} Product listing. A craft distillery licensee may
send its listing request to the board's purchasing
division. The purchasing division will follow the standard
listing process, and give the same consideration and apply

the same criteria to all requests.
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NEW SECTION

WAC 314-28-200 Adoption of federal laws. All laws,
rules and regulations of the federal government, or any
subsequent modification therecf, applicable to  the
rectification of distilled spirits, wines, cordials,
liquors, etc., are by reference hereby adopted and

promulgated as the ruleé and regulations of this board.
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Chapter 314-28 WAC

(({FRUTT)} DISTILLERS

AMENDATORY SECTION (Amending Order 172, Resclution No. 181, filed
3/13/86)
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merrrrtatred) ) (1) All distilleries licensed under RCW 66.24.140 and
66.24.145, including craft, fruit, and laboratory distillers:

(a) Must keep records concerning any spirits, whether produced
or purchased, for two years after each sale. These records must be
kept separate from anv other records. A distiller may be reguired
to report on forms approved by the board:

(b) Must, in case of spirits expeorted or sold, presgerve all
bills of lading and other evidence of shipment:; and

{(c) Must submit duplicate copies of transcripts, notices, or
other data that are reguired by the federal government to the beoard
if requested, within thirty dayvs of the notice of such request. A
distiller shall also furnish coples of the bills of 1lading,
covering all shipments of the products of the licensee, to the
board within thirty davs of notice of such request.

(2} A craft distiller must:

{a) Preserve all sales records, in the case of retail sales to
consumers, in addition to the records listed in subsection (1) (b}
of this section; and _ ‘

{b) Submit duplicate copies of its monthly returns tc¢ the
board upon request, in addition tg the duplicate copies listed in
subsection (1) {c) of this section. The same conditions apply as in
subsection (1) ({c) of this section. '
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NEW SECTION

WAC 314-28-050 What does a craft distillery license allow?
(1) A craft distillery license allows a licensee to:

(a) Produce twenty thousand proof gallons or less of its own
spirits per calendar year. A "proof gallon" is one liquid gallon
of spirits that is fifty percent alcohol at sixty degrees
Fahrenheit;

{(b) Sell spirits of its own production directly to a customer
for off-premises consumption, provided that the sale occurs when
the customer is physically present on the licensed premises. A
licensee may sell no more than two liters per customer per day. A
craft distiller may not sell liquor products of someone else's
production:;

(c) Sell Spirits of its own production Lo the board provided
that the product is "listed" by the board, or is special-ordered by
an individual Washington state liquor store;

{d) Sell to out-of-state entities;

(e) Provide, free of charge, samples of spirits of its own
production to persons on the distillery premises., Each sample must
be one-~half ounce or less, with no more than two ounces of samples
provided per person per day. Samples must be unaltered, and anyone
involved in the serving of such samples must have a valid Class 12
alcohol server permit. Samples must be in compliance with RCW
66.28.040 and all applicable WACs, and are subject to taxes under
WAC 314-28-070; and .

(f) Provide, free of charge, samples of spirits of its own
production to retailers. Samples must be unaltered, and in
compliance with RCW 66.28.040 and all applicable WACs, including
WAC 314-44-005 and 314-64-08001. Samples are considered sales and
are subject to taxes under WAC 314-28-070.

{2) A craft distillery licensee may noit sell directly to in-
_state retailers or in-state distributors, but only to on-premises
customers, to the board, and to out-of-state entities, as
stipulated in subsections {1) (b), (c¢) and (d) of this section.

NEW SECTION

WAC 314-28-060 What are the general requirements for a craft
distillery license? Per RCW 66.24.140 and 66.24.145, a craft
distillery licensee is required to:

(1) Submit copies of all permits required by the federal
government;

(2) Submit other licensing documents as determined by the
bhoard. Other documents may include, but are not limited to, a
personal criminal history statement, a financial statement, the
right to the real property, and the tied house statement;

{3) Ensure a minimum of fifty percent of all raw materials
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{including any neutral grain spirits and the raw materials that go
into making mash, wort or wash) used in the monthly production of
the spirits product are grown in the state of Washington. Water is
not considered a raw material grown in the state of Washington;

(4) Purchase any spirits sold at the distillery premises for
off-premises consumption from the board, at the price set by the
board;

(5) Purchase any spirits used for sampling at the distillery
premises from the board; )

{6) Purchase any spirits used for samples provided to
retailers from the board:; and

(7) Meet any other applicable requirements stated in RCW and
WAC.

NEW SECTION

WAC 314-28-070 What are the monthly reporting and payment
requirements for a craft distillery license? A craft distiller
must submit monthly reports and payments to the board.

{1} Monthly reports. The required monthly 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 nce activity or
payment due; .

{c) Submitted, with payment due, to the board on or before the
twentieth day of each month, for the previous month. (For example,
a report listing transactions for the month of January is due by
February 20th.}) 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 liquor license held.

{2) For reporting purposes, production is the distillation of
spirits from mash, wort, wash or any other distilling material.
After the production process is completed, a production gauge shall
be made to establish the qguantity and proof of the spirits
produced. The designation as to the kind of spirits shall also be
made at the time of the production gauge. A record of the
production gauge shall be maintained by the distiller. The
completion of the production process 1s when the product is
packaged for distribution, Production guantities are reportable
within thirty days of the completion of the production process.

(3) Payments to the board. . A distillery must pay the
difference between the cost of the alcohol purchased by the board
and the sale of alcohol at the established retail price, less the
established commission rate during the preceding calendar month,
including samples at no charge {see WAC 314-64-08001 for more
information).
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{a) Any on-premises sale or sample provided to a consumer is
considered-a sale reportable to the board.

{b) BSamples provided to retailers are considered sales
reportable to the board.

(c) Payments must be submitted, with monthly reports, te the
board on or before the twentieth day of each month, for the
previous month. (For example, payment for a report listing
transactions for the month of January is due by February 20th.)
When the twentieth day of the month falls on a Saturday, Sunday, or
a legal holiday, payment must be pestmarked by the U.5. postal
service no later than the next postal business day.

NEW SECTION

WAC 314-28-080 What if a craft distillery licensee fails to
report or pay, or reports or pays late? I1f a craft distiller fails
to submit its monthly reports or payment to the board, or submnits
late, then the licensee is subject to penalties and surety bonds.

{1) Penalties. A penalty of two percent per month will be
assessed on any payments posimarked after the twentieth day of the
month following the month of sale. 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.

(2) Surety bonds. A "surety bond" i3 a type of insurance
policy that guarantees payment to the state, and is executed by a
surety company authorized to do business 1n the state of
Washington.  Surety bond requirements are as follows:

{(a) Must be on a Surety bond form and in an amount acceptable
to the board;

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

{(c) Conditioned that the licensee will pay the taxes and
penalties levied by RCW 66.28.040 and by all applicable WACs.

{3) The board may require a craft distillery to obtain a
surety bond or assignment of savings account, within fwenty-one
days after a notification by mail, if any of the following cccur:

fa) A report or payment is missing more than thirty days past
the reguired filing date, for two or more consecutive months;

(b) A report or payment is missing more than thirty days past
the required filing date, for two or more times within a two-year
period; or '

{c) Return of payment for nonsufficient funds.

{4) As an option te 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.

{(5) The amount of a surety bond or savings account required by
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this chapter must be either three thousand dollars, or the total of
the highest four months' worth of liability for the previous twelve
month period, whichever is greater. The licensee must maintain the
bond for at least two years.

(6) Surety bond and savings account amounts may be reviewed
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 requirements outlined in this section, the licensee
will be required to increase the bond amount or amount on deposit
within twenty-one days.

{7) If a licensee holds a -surety bond or savings account, the
board will immediately start the process to collect overdue
payments from the surety company or assigned account. If the exact
amount of payment due is not known because of missing reports, the
board will estimate the payment due based on previous production,
receipts, and/or sales.

NEW_SECTTON

' WAC 314-28-090 Craft distilleries--Selling in-state, retail
pricing and product listing--Selling out-of-state--Special orders.
{1) What steps must a craft distillery licensee take to sell a
spirits product in the state of Washington? A craft distillery
licensee must obtain a retail price from the board before selling
its spirits product to a customer (i.e., any individual who is
twenty-one years old or older) at the distillery premises. If a
craft distillery licensee wants the board te carry its proeduct on
the shelf at a state liguor store, then the licensee must request
the board to list its product. :

(a) Obtaining a retaill price. A craft distillery licensee
must submit a pricing quote to the beard forty-five days prior to
the first day of the effective pricing month. A pricing quote
submittal includes a completed standard price quotation form, and
the product's federal certificate of label approval, The board
will then set the retail price.

(i) Pricing may not be changed within a calendar month.

fii) A craft distillery licensee is required to sell to its
on-premises customers at the same retail price as set by the board.
if and when the board offers a temporary price reduction for a
period of time, a licensee may also sell its product at the reduced
price, but only during that same period of time.

{(b) Listing a product. A craft distillery licensee must
submit a formal request to the board to have the board carry its
product at a state liqueor store. The hoard’'s purchasing division
administers the formal request process.

(i) A licensee must submit the following documents and
information: A completed standard price guotation form, a listing
request profile, bottle dimensions, an electronic color photograph
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of the product, a copy of the federal certificate of label
approval, and a signed "tied house" statement. :

(ii) The purchasing division shall apply the same
consideration to all listing requests.

(iii) A craft distillery licensee is not required to submit a
formal request for product listing i1f a licensee sells its product
in-state only by special crder.

{2) What steps must a craft distillery licensee take to sell
its product ocutside the state of Washington? Spirits sold out-of-
state are not subject to retail pricing by the board; however,
spirits manufactured in-state but scld out-of-state still count
toward a craft distillery licensee's twenty thousand gallons per
yvear production limit (see WAC 314-28-050). A craft distillery
licensee is not subject to Washington state liguor taxes on any
product the licensee sells out-cf-state.

(3) How to special order a product.

(a) If a customer, such as an individual person or a
restaurant licensee, wants to purchase a spirits product that is
not carried on the shelf at a state liquor store, then the
following steps may be taken to special order the product:

(i) The customer must place a special order request with a
state liquor store;

(ii) The store forwards the special order request to the
board's purchasing division;

(iii) The purchasing division orders the product from the
craft distillery licensee. To receive an order, the craft
distillery licensee must have a product retail price, as described
in subsection (1) (a) of this section;

(iv} The craft distillery licensee sends the product to the
board's distribution center; and

(v) The distribution center ships the product to the state
liquor store that originally took the customer's special order
request {(see (a)(ii) of this subsection}. '

(b)Y For additional information regarding special order
requests, refer to chapter 314-76 WAC.

NEW SECTTON

WAC 314-28-200 Adoption of federal laws. All laws, rules and
regulations of the federal government, or any subseguent
modification thereof, applicable to the distillation of spirits,
wines, cordials, ligquors, etc., are by reference hereby adopted and
promulgated as the rules and regulations of this board, unless the
board implements different procedures by rule or policy.
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Washington State Liquor Control Board

Rule Making to Implement the Legislation for Craft Distilleries
STAKEHOLDER SUMMARY

The Washington State Liquor Control Board (WSLCB) received early stakeholder comment
(before the CR-102 filing) in writing and orally on rules to implement the legislation for craft
distilleries (CR-IOI State Register Filing #08-15-069).

Summarv of Comments

Comment: .
May a craft distiller customi-produce for someone else? (Christopher Schindler, Sammarnish,
Washington)

Response ,
No. Contract pioduction is ot allowed for craft distillers.

Comment:
May a craft distiller add a "food and beverage establishment" to a craft distillery license?
(Jeffrey Shilling, Odyssey Spirits; Margot Arellano, Sandoval Spirits)

Response:

Yes. As stated in RCW 66.28. 010(1)({:) a licensed distiller, including a craft distiller, may
operate a spirits, beer, and wine restaurant license for the purpose of sellmg liquor at the
restaurant premises. However, the restaurant premises must be on the property on which the
primary manufacturing facility of the licensed distiller is located or on contiguous property
owned or leased by the licensed distiller,

Comment:

A craft distillery must ensure that a minimum of 50% of all raw materials used in its monthly
production of spirits is grown in the state of Washington. Do "wort" and "wash" count toward
this requirement? (Berle "Rusty” Figgins, Dynamic Alembic Artisan Distillers)

Response:
Yes. It does not matter where the wort or wash is br ewed, so long as at least half of the total raw
materials {(including wort and wash) are Washington grown.

Comment:
May a craft distillery sell both out of state and in state? (Christopher Schindler, Sammamish,
Washington)

Response:

Yes. A craft distiller may sell spirits of its own production to the WSLCB, to an out-of-state
entity, and directly to a customer for off-premises consumption provided that the sale occurs
when the customer is physically present on the licensed property.

Public Comment Summary
Pre-CR 102 1





Comment:
What are the requirements for selling out of state? {Genera! question.)

Response:

All spirits that a craft distillery produces, whether for in-state or out-of-state sale, qualify toward
the 50% Washington-grown, raw-materials requirement, and must be included in the monthly
reports submitted to the WSLCB. However, spirits sold out of state are not subject to
Washington taxes, nor must a craft distiller obtain retail pricing from the WSLCB for product it
sells out of state.

Comment: :

When a craft distitlery provides a sample of spirits to a customer at the licensed facility, may the
licensee charge for the glass/container in which the sample is served? (Berle "Rusty” Figgins,
Dynamic Alembic Artisan Distillers)

Response:
Yes. While the samples themselves must be free of charge, the licensee may charge for the
glass/container.

Comment:
Must a craft distiller have a separate, on-premises tasting room, or may customers sample from
anywhere on the premises? (General question.)

Response:
By federal law, a craft distiller must have a separate tasting room.

Comment: ,

What are the selling, retail-pricing, and transporting procedures for spirits that a craft distillery
sells directly to a customer at its licensed premises? (Berle "Rusty” Figgins, Dynamic Alembic
Artisan Distillers)

Response:

A craft distiller must first obtain a retail price from the WSLCB. The licensee must then sell its
product to, and buy its product back from, the WSLCB. After that, the licensee may sell his’her
product directly to customers at the licensed premises. [n this situation. the licensee is not
required to transport the product to the WSLCB's warehouse in Seattle.

Public Comment Summary
Pre-CR 102 2





Comment: _
When must a craft distiller go through the product-listing process? (Christopher Schindler,
Sammamish, Washington)

Response:

If a craft distillery wishes the WSLCB to sell its product at Washington State liquor stores, then
the product must be listed. Exceptions: A craft distillery is not required to get its product listed
when (1) an individual Washington State liquor store special-orders the product, (2) the craft
distillery sells its product directly to customers at its licensed premises, and (3) the crafi distillery
sells out of state. '

Public Comment Summary
Pre-CR 102 3






Washjngton. State Liquor Control Board
Issue Paper: Legislation for Winery Regulation

Date: October 15, 2008
Presented by:  Jennifer Skoda, Enforcement Division

Description of the Issue

The purpose of this issue paper is to recommend that the Washington State Liquor
Control Board {(WSLCB) proceed with proposed rule changes (CR-102) revising the
current rule regarding Legislation for Winery Regulation (Chapter 314-24 WAC).

Why is rule making necessary?
A legislative bill pertaining to the issue of this paper was adopted in 2008. The WSLCB
is updating its rules to reflect the changes made by this bill,

Background

Procedural status. The WSLCB filed Pre-proposal #08-12 on July 15, 2008 (State
Register Filing #08-15-072). The WSLCB now enters into the second step of rule
development by filing proposed rules language with the State Register (CR-102).

Legislative. SSB 6770 (2008) permits two new activities, one for domestic wineries and
one for bonded-wine warehouses, and creates another enforcement permission for the
WSILCB.

1. A domestic winery may sell wine of its own production for on-premises consumption
at two locations separate from its production or manufacturing sites. Any person at -
these locations who sells or serves wine for on-premises consumption must obtain a
Class 12 or Class 13 alcohol-server permit.

2. A bonded-wine warehouse may "handle" bottled wine (i.e. packaging and
repackaging; labeling; creating gift baskets and variety packs; picking; and packing),
and ship wine orders directly to consumers. However, a contracting winery is
responsible for all financial transactions involving direct-to-consumer shipping
activities that a bonded-wine warchouse does on its behalf.

3. The WSLCB may hold all licensees involved in the operation of an off-premises,
multiple-winery-serving location accountable whenever the WSLCB is unable to
connect a violation to a single licensee.

What changes are proposed?

New Section 314-24-161 — Domestic winery—Additional locations for retail sales
only.

A domestic winery may have up to two additional retail locations. Permitted wine-
related activities include serving samples and selling for on- and off-premises
consumption. A licensee may also request an outside designated arca. Those that sell or





serve for on-premises consumption must have a Class 12 or Class 13 alcohol-server
permit.

Amendatory Section 314-24-220 — Licensing and operation of bonded wine
warchouses.

A bonded-wine warehouse may store and handle wine, provide storage for another
bonded-wine warehouse, and ship directly to consumers on behalf of a contracting -
winery. Only a winery may accept orders and payments for direct-to-consumer shipping
that a bonded-wine warehouse does on its behalf, and must do so at the winery premises.
Obsolete language is removed.

Recommendations :
Staff recommends that the WSLCB proceed with the second step of rule making (CR-
102) by filing the proposed rules language with the State Register.

Attachments: Proposed Rules





X Washington State
/d Liquor Control Board

NOTICE OF PROPOSED RULE MAKING #08-19

The Washington State Liquor Control Board (LCB) would like your input on the
attached proposed rules to implement SSB 6770 /08 regarding winery and
bonded wine warehouse regulations.

This notice contains a summary of changes being proposed as well as the actual
text of the proposed rules. You can provide input by submitting written
comments or pariicipating in the public hearing (see below).

This rule making is filed with the Office of the Code Reviser in the Washington
State Register number # 08-21-120 published November 5, 2008.

Why is this rule making necessary?

The Legislature adopted SSB 6770 allowing additional location wineries to sell
winie of their own production for on-premises consumption and allowing bonded
wine warehouses to perform additional services for a licensed winery. Current
rules need to be amended and/or new rules need to be created as part of
implementing this legislation.

Public Comment

The Board encourages you to comment on the proposed rule. You may attend
the public hearing listed below, or forward your comment to the Boeard by
December 10, 2008

By mail: Rules Coordinator By e-mail: By fax:
Liquor Control Board rules@liq.wa.gov 360-704-4921
P.O. Box43080 ‘
Olympia, WA 98504-3080"

Public December 3, 2008
- Hearing: 10:00 a.m. _
Washington State Liquor Control Board — Board Room
3000 Pacific Ave. S.E, Olympia, WA

QUESTIONS?

If you have questions, please contact Karen McCall, Rules Coordihator, at 360
664-1631 or by e-mail at rules@lig.wa.gov .
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To request this notice in an alternative format or to request other accommodation
to participate, please call 360-664-1600

What Changes Are Proposed? (Summary)

Actual rule language is attached to this notice. The following is a summary of
each new rule.

New Section 314-24-161 — Domestic winery—Additional locations for retail sales
only.

A domesiic winery may have up to two additional retail locations. Permitted
wine-related activities include serving samples and selling for on- and off-
premises consumption. A licensee may also request an outside designated area.
Those that sell or serve for on-premises consumption must have a Class 12 or
Class 13 alcohol-server permit.

Amendatory Section 314-24-220 — Licensing and operation of bonded wine
warehouses.

A bonded-wine warehouse may store and handle wine, provide storage for
another bonded-wine warehouse, and ship directly to consumers on behalf of a
contracting winery. Only a winery may accept orders and payments for direct-to-
consumer shipping that a bonded-wine warehouse does on its behalf, and must
do so at the winery premises. Obsolete language is removed.

WAC Changes

NEW SECTION

WAC 314-24-161 Domestic winery--Additional Ilocations
for retail sales only. A licensee holiding & domestic
winery license wunder RCW 66.24.170 may apply for two
additional location licenses.

(1) Wine-related retail activities allowed at an
additional location include:

(a) Serving ¢f samples provided with or without charge
to customers (must be wine of the winery's own production).

Samples are subject to taxes under WAC 314-19-015 (4) (b);
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{(b) Selling wine of the winery's own production for
either on-premises or off-premises consumption; and

{c) Renting space for public and private events, such
as catered events (subject to all of the provisions of this
‘section, to Title &6 RCW covering the "tiéd house™
restfictions, and to RCW 66.24.320 and 66.24.420), -

{2) A licensee may request approval for an outside
designated area. For the purpose of this section, an
"outside designated area" means a specific area located on
an outside track of land that 1s set aside for alcohol
consumption.

.(a) An outside designated aréa must hdve prior written
approval from the bcard's licensing division.

{b) The outside designated area shall be marked as
such, and shall be enclosed in accordance with WAC 314-02-
130(1). | |

(c) The outside designated area shall be on the
licensed premises.

(3} Anyone involved in the selling or serving of wine,
including the pouring of samples, at an additional location
for on-premises consumption must obtain a Class 12 or Class

13 alcohol server permit.
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AMENDATORY SECTION (Amending WSR 04-24-097, filed 12/1/04,

effective 1/1/05)

WAC 314-24-220 Licensing and operation of bonded wine
warehouses. (1) There shall be a license for bonded wine
warehouses pursuant to RCW 66.24.185, and _this type of
license shall be known as a bonded wine warehouse licensee.
Applications for a bonded wine warehouse license shall be
on forms prescribed by the board and shall be accompanied
by such information as the board may request including, but
not limited to, a written description of the proposed
method of shipping, receiving, inventory control, and
security.

{2) The bonded wine warehouse shall be physically
separated from any other use in such manner as prescribed
by the board, and as a condition of license approval,'the
applicant must furnish the board appropriate documentation
indicating the location of the bonded wine warehouse is

properly =zoned for the intended use. ( (Wipe—sot—under

(3} A bonded wine warchouse may provide storage for a

domestic winery, for another bonded wine warehouse, and for

a certificate of approval holder. The ((wirme —mavy—o¥Fr may

not—pkc  undex erat—bpond—and—the)) Washington wine tax

provided in RCW 66.24.210 .shall not be due until the wine
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is removed from bond and shipped to a licensed Washington
wine distributor or, pursuant to RCW 66.12.020, to the
liquor contrcl board who will be responsible to pay the tax
based on their purchases.

(4) Every bonded wine warehouse licensee shall have on
file and available for inspection zrecords of all wine
transactions, including receipts and shipménts of wine and
the total inventory on hand at the bonded warehouse.

{5} Removals of wine from & bonded wine warehouse may
be made oniy for shipment {a) to a licensed independent
Washington wine distributor; (b) to another licensed bonded
wine warehouse; (c¢) to the ligquor control board; {d}) out of
state; (e} for return tc the producing winery; ({e®)}) (f)

to a producing domestic winery licensee; or (g) directly to

a consumer. For purposes of this section, "producing

domestic winery licensee" means the 1licensed Washington
winery that produced the wine and its licensed agents. For
purposes of this section, a "licensed agent"” shall be an
accredited representative, licensed pursuant to chapter
314-44 WAC, of only one producing domestic winery at the
time of removal by such agent. A producing domestic winery
licensee may take possession of wine from a bonded wine
warehouse, after accepting an order therefor, and deliver
the wine to a purchasing retail or special occasion
licensee only by transporting the wine directly from the
bonded wine warehouse to tThe licensed premises of the

purchasing retail or special occasion licensee; provided,
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however, that in ne event may a producing domestic winery
licensee remove, in the aggregate, during any one calendar
year, moere than two thousand cases of wine for delivery
directly to -retail and special occasion licensees.
Producing. domestic winery licensees shall maintain records
of removals and deliveries of wine from bonded wine
warehouses and shall file with the liquor control boeard
annually reports of the quantity of wine removed and
delivered directly to retail and special occasion
licensees. Iﬁvoicing shall be by the titleholder. The
titleholder shall report shipments to, and returns from the
bonded wine warehouse and sales to Washington wine
distributors, and/or the liquor control board on the
twenfieth day of the month following the month of shipment
and/or sale on forms furnished by, or acceptable to, the
board.

{(6) At no time shail title to wine stored at the
bonded wine warehouse bass to the operator of the bonded
wine warehouse,

(7) "Storage and handling of bottied wine {({emly))" as

used in RCW 66.24.185(1) shall mean +the storage and

handling of wine packaged for sale at retail (i.e., other

than in bulk form).
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and—inthe amount—of five +heusand dollarss)) Any winery

contracting with a bonded wine warehouse for direct

shipments to consumers must accept and process the orders

and payments from the winery premises. This includes, but

is not limited to, in-person, mail, telephone, and internet

orders and payments.

(9) A bonded wine warehouse may not accept orders and

payments from consumers for direct shipments.

[Statutory Authority: RCW 66.08.030, 2004 c¢ 160. 04-24-
097, § 314-24-220, filed 12/1/04, effective 1/1/05.
Statutory Authority: RCW 66.08.030, 15.88.030, 19.126.020,
66.04.010, 66.08.180, 66.16.100, 66.20.010, 66.20,300,
66.20.310, 66.24.150, 66.24.170, 66.24.185, 66.24.200,
66.24.206, 66.24.210, ©6.24.230, 66.24.240, 66.24.244,
66.24.250, 66.24.375, 66.24.380, 66.24.395, 66.24.400,
66.24.420, 66.24,425, 66.24.440, 66.24,450, 66.24.455,
66.24.495, 66.24.540, 66.28.010, 66.28.040, 66.28.050,

66.28.170, 66.28.180, 66.28.190, 66.28.,200, 66.28.310,
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66.44.190, 66.44.310, 66.98.060 and 82.08.150. 98-18-097,
§ 314-24-220, filed 9/2/98, effective 10/3/98. Statutory
Authority: RCW 66.08.-030 and 66.24.185. 96-11~-076, § 314-
24-220, filed 5/13/96, effective 6/13/96; 85-24-042 (Order
170, Resolution No. 179), § 314-24-220, filed 11/27/85.
Statutory Authority: RCW  ©6.24.185, 66.08.030 and
66.99.070. 85-10-029 (Order 158, Resolution No. 1l67), §

314-24-220, filed 4/24/85.]
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NEW _SFCTION

WAC 314-24-161 Domestic winery--Additional locations for
retail sales only. A licensee holding a domestic winery- license
under RCW 66.24.170 may apply for two additional location licenses.

(1) Wine-related retail activities allowed at an additional
location include:

{a) Serving of samples provided with or without charge to
customers {(must be wine of the winery's own production). Samples.
are subject to taxes under WAC 314-19-015 {4) (b);

{b) Selling wine of the winery's own production for either on-
premises or off-premises consumption; and

{c) Renting space for public and private events, such as
catered events (subject to all of the provisions of this section,
to Title 66 RCW covering the "tied house" restrictions, and to RCW
66.24.320 and 66.24.420).

{2) A licensee may request approval for an outside designated
area. For the purpose of this section, an "outside designated
area”™ means a specific area located on an outside track of land
that is set aside for alcohol consumption.

{a) BAn outside designated area must have prior written
approval from the becard's licensing division.

(b} The outside designated area shall be marked as such, and
shall be enclosed in accordance with WAC 314-02-130(1).

{c} The outside designated area shall be on the licensed
premises.

{3} Anyone involved in the selling or serving of wine,
including the pouring of samples, at an additional location for on-
premises consumption must obtain a Class 12 or Class 13 alcohel
server permit. '

AMENDATORY SECTION {Amending WSR 04-24-097, filed 12/1/04,
effective 1/1/05)

WAC 314-24-220 Licensing and operation of bonded wine

warehouses. (L) There shall be a 1license for bonded wine
warehouses pursuant to RCW 66.24.185, and this type of license
shall be known as a bonded wine warehouse licensee. Applications

for a bonded wine warehouse license shall be on forms prescribed by
the board and shall be accompanied by such information as the beard
may request including, but not limited to, a written description of
the proposed method of shipping, recelving, inventory control, and
security.
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(2) The bonded wine warehouse shall be physically separated
from any other use in such manner as prescribed by the board, and
~ as a condition of license approval, the applicant must furnish the
board appropriate documentation indicating the locaticon of the
bonded wine warehouse is properly zoned for the 1ntended use.

(3) A.bonded wine warehouse may provide storage for a domestlc
winery, for ancther bonded wine warehouse, and for a certificate of-

approval holder. The ((wiuc nmay o may ot —e—tinder—fecherart buud,
ard—tire) ) Washington wine tax provided in RCW 66.24.210 shall not
be due until the wine is removed from bond and shipped to a
licensed Washingtcon wine distributor or, pursuant to RCW 66.12.020,
to the liquor control board who will be responsible to pay the tax
based on their purchases.

(4) Every bonded wine warehouse licensee shall have on file
and available for inspection records of all wine Lransactions,
including receipts and shipments of wine and the teotal inventory on
hand at the bonded warehouse.

{(5) Removals of wine from a bonded wine warehouse may be made
only for shipment (a) te a licensed independent Washington wine
distributor; (b) to ancther licensed bonded wine warehouse; {(c) to
the liquor control board; (d) out of state; (e) for return to the
producing winery; ((er)) (f) to a producing domestic winery
licensee; or ({(g) directly tc a consumer. For purposes of this
section, "producing domestic winery licensee" means the licensed
Washington winery that produced the wine and its licensed agents.
For purposes of this section, a "licensed agent" shall be an
accredited representative, licensed pursuant to chapter 314-44 WAC,
of only one producing domestic winery at the time of removal by
such agent. A producing domestic winery licensee may take
possession of wine from a bonded wine warehouse, after accepting an
order therefor, and deliver the wine to a purchasing retail or
special occasion licensee only by transporting the wine directly
from the bonded wine warehouse to the licensed premises of the
purchasing retail or special occasion licensee; provided, however,
that in no event may a producing domestic winery licensee remove,
in the aggregate, during any one calendar year, more than two
thousand cases of wine for delivery directly to retail and special
occasion licensees. Producing domestic winery licensees shall
maintain records of removals and deliveries of wine from bonded
wine warehouses and shall file with the liquor control board
annually reports of the quantity of wine removed and delivered
directly to retail and special occasion licensees. TInvoicing shall
be by the titleholder. The titleholder shall report shipments to,
and returns from the bonded wine warehouse and sales to Washington
wine distributors, and/or the liquor control board on the twentieth
day of the month following the month of shipment and/or sale on
forms furnished by, or acceptable to, the bhoazrd.

{6) At no time shall title to wine stored at the bonded wine
warehouse pass to the operator of the bonded wine warehouse.
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{7) "Storage and handling of bottled wine ({omty))" as used in
RCW 66.24.185(1) shall mean the storage and handling of wine
packaged for sale at retail {i.e., other than in bulk form}.
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detiarss)) Any winery contracting with a bonded wine warehouse for

direct shipments to consumers must accept and process the orders
and _payments, This includes, but is not limited to, in-person,
mail, telephone, and internet orders and payments, Only a winery
licensee or a winery licensee's employees may accept and process

such orders and pavments. A contractor may not do so on behalf of
a winery licensee.

{9) A bonded wine warehcuse may not accept orders and pavments
from consumers for direct shipments.

[ 31 0TS-1948.3





Washington State Liquor Control Board

Rule Making to Implement the Legislation for Winery Regulation
STAKEHOLDER SUMMARY

The Washington State Liquor Control Board (WSLCB) received early stakeholder
comment (before the CR-102 filing} in writing and orally on rules to implement the
legislation for winery regulation (CR-101 State Register Filing #08-15-072).

Summary of Comments

Comment:
Wineries want to serve food and have dinners at their additional retail locations. (Jean
Leonard, Washington Wine Institute)

Response:

Serving food and hosting dinners are allowed. RCW 66.24.170 states that each additional
location is deemed to be part of the winery license; this section is also silent on the
selling and serving of food. Given that wineries have traditionally hosted harvest and
seasonal dinners, this allowance extends to the additional winery locations.

Comment: )
Is an additional winery location restricted as to what type of background music it may
play? (Jean Leonard, Washington Wine Institute)

Response:
Entertainment, such as music, is allowed. The WSLCB does not require a permit for
entertainment activities; however, local governments and other state agencies might.

Comment:

While anyone who sells or serves wine at an additional winery location must obtain a
Class 12 or Class 13 alcohol-server permit, does this requirement apply to those who only
pour samples? (Michael Transue, Washington Restaurant Association)

Response:
Yes. RCW 66.24.170(4), which stipulates this server permit requirement, includes
language clearly indicating that serving includes samples,

Public Comment Summary
Pre-CR 102
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Washington State Ligquor Control Board

Issue Paper: Nonprofit Organizations and Business Practices
' Regarding the Use and Sale of Alcohol

Date: October 15, 2008 :
Presented by:  Alan Rathbun, Licensing Division

Description of the Issue

The purpose of this issue paper is to recommend that the Washington State Liquor
Control Board (WSLCB) proceed with proposed rule changes (CR-102) revising the
current rule regarding Nonprofit Organizations and Business Practices Regarding the
Use and Sale of Aleohol (Chapter 314-05 WAC).

Why is rule making necessary"
Three legislative bills pertaining to the issue of this paper were adopted between 2006
and 2008. The WSLCB is updating its rules to reflect the changes made by these bills.

Background

Procedural status. The WSLCB filed Pre-proposal #08-13 on July 15, 2008 (State
Register Filing #08-15-070). The WSLCB now enters into the second step of rule
development by filing proposed rules language with the State Register (CR-102).

Legislative. SHB 3128 (2006), E2SSB 5859 (2007), and SSB 6770 (2008) permit three
new activities that were previously prohibited under "tied house" regulations.

1. A 501(c)(3) nonprofit, or a local wine-industry 501(c)(6) nonprofit, may hold a
special-occasion license, even if its board members are also members of a
licensed domestic winery or a wine certificate of approval holder (SHB 3128,
E2SSB 5859).

2. A domestic winery, a domestic brewery, or an out-of-state certificate of approval
holder may furnish wine or beer, without charge, to a 501(c)(6) nonprofit (SSB
6770).

What changes are proposed?

Amendatory Section 314-05-020 — What is a special occasion license?

A 501(c)(3) nonprofit, or a local wine-industry 501(c)(6) nonpreofit, is eligible for a
special-occasion license, even if its board members are also members of a licensed
domestic winery or a wine certificate of approval holder.

Amendatory Section 314-05-030 — Guidelines for special occasion license events.
In-state breweries and wineries, and out-of-state brewery and winery certificate of
approval holders, may donate beer or wine to a special occasion licensee, provided that
the special occasion licensee is a 501(c)(3) or a 501(c)(6) nonprofit.





Recommendations .
Staff recommend that the WSLCB proceed with the second step of rule making (CR~102)
by filing the proposed rules language with the State Register.

Attachment: Proposed Rules





Washington State
Liquor Control Board

NOTICE OF PROPOSED RULE MAKING #08-18

The Washington State Liquor Control Board (LCB) would like your input on the
attached proposed rules to implement SHB 3128 /06 and portions of SSB 6770
/08 regarding non-profit organizations and business practices regarding the use
and sale of alcohol.

This notice contains a summary of changes being proposed as well as the actual
text of the proposed rules. You can provide input by submitting written
comments or participating in the public hearing (see below).

This rule making is filed with the Office of the Code Reviser in the Washington

State Register number # 08-21-121 published November 5, 2008.

Why is this rule making necessary?

The Legislature adopted bills that provide exceptions to the tied-house law. In
2006, SHB 3128 allowed wineries to serve on Boards of non-profit organizations
holding a retail liquor license. In 2007, E25SB 5859 allowed a local wine
industry association registered as a 501 (c)(6) to qualify for a special occasion
license. In 2008, section 12 of SSB 6770 allowed breweries and wineries to
donate beer or wine to trade associations for special occasion events.
Implementation of this legislation requires changes in current rules to clarify and
provide further guidance to licensees who want to participate in these activities or
to prevent conflicts with these laws.

Public Comment

The Board encourages you to comment on the proposed rule. You may attend
the public hearing listed below, or forward your comment to the Board by
December 10, 2008 :

By mail: Rules Coordinator . By e-mail: By fax:
Liquor Control Board rules@lig.wa.gov 360-704-4921
P.O. Box 43080
Olympia, WA 98504-3080

Public December 3, 2008

Hearing: 10:00 a.m.
Washington State Liquor Control Board - Board Room
3000 Pacific Ave. S.E, Olympia, WA
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QUESTIONS?

If you have questions, please contact Karen McCall, Rules Coordinator, at 360
664-1631 or by e-mail at rules@liq.wa.gov .

To request this notice in an alternative format or to request other accommodation
to participate, please call 360-664-1600

What Changes Are Proposed? (Summary)

Actual rule language is attached to this notice. The following is a summary of
each new rule.

Amendatory Section 314-05-020 — What is a special occasion license?

A 501(c)3) nonprofit, or a local wine-industry 501(c)6) nonprofit, is eligible for a
special-occasion license, even if its board members are also members of a
licensed domestic winery or a wine certificate of approval holder.

Amendatory Section 314-05-030 — Guidelines for special occasion license
events. : A

In-state breweries and wineries, and out-of-state brewery and winery certificate
of approval holders, may donate beer or wine to a special occasion licensee,
provided that the special occasion licensee is a 501(c}3) or a 501(c)(6) nonprofit.

- WAC Changes

AMENDATORY SECTION (Amending WSR 04-22-078, filed 11/2/04,

effective 12/3/04)

WAC 314-05-020 What is a special occasion license?
{1l) Per RCW 66.24.380, a special occasiocn license allows a
nonprofit organization to_sell, at a specified date, time,
and place:

{a) Spirits, beer, and Qine by the individual serving
for on-premises consumption; and

(b) Beer and wine in original, unopened containers for

off-premises consumption.
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(2) Special occasion licensees are limited to twelve
days per calendar vyear {see RCW 66.24.,380(1) for an
exception for agricultural fairs).

(3) The fee for this license 1is $60 per day, per
event. Mdltiple alcohol service leocations at an event are
an additional sixty dollars per location.

(4) ((cuidelinesfor-nenprofit eorgantzationst

+&))) Per RCW 6€.24.375, all proceeds from the sale of
alcohol at a special occasion event must go directly back
into the nonprofit organization, except for reascnable
operating costs for actual services performed at
compensation levels comparable to like sefvices within the
state.

{ (-Hb—Per—REW—66-28- 010 efficers,—directeors—andfor
stoakholders—ef—the—eorganiration may ot —have an—dnterest
in—a—manufactures; —Ampoerter;—or distributer of alechols))

{(5) A charitable nonprofit organization or a leocal winery

industry association may qualify for a special occasion

license even 1f its board members are alse officers,

directors, owners, or employees of either a licensed

domestic winery or a winery certificate of approval holder.

The charitable nonprofit organization must be registered

‘under section 501(c) {3) of the Internal Revenue Code, and

the local wine industry association must be registered

under section 501 (c) (6) of the Internal Revenue Code.
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[Statutory Authority: RCW 66.08.030, 66.24.375, 66.24.380,
©66.28.010, 04-22-078, § 314-05-0290, filed 11/2/04,

effective 12/3/04.]

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

effective 1/29/07)

WAC 314-05-030 Guidelines for special occasion
license events. (1) The special occasion license must be
posted at the event. |

(2) Special occasion licensees may get alcohol for the
event only from the following sources:

(a} Spirits must be purchased from a Washington state-
run or contract liquor store; |

(b) Beer and wine must be purchased at retail from a
licensed retailer, from a beer or wine distributor, from a
~domestic brewery, microbrewery, or winery, acting as a
distributor of its own product, or from a certificate of
appioval holder with a direct shipping to Washington
retailer endorsement; and

(cy Per RCW 66.28.040, in state breweries and wineries
and out-of-state  breweries ‘and  wineries holding a
certificate of approval license may donate beer and wine to
" special occasion licensees that are nonprofit 501(c) (3)

charitable organizations or nonprofit 501 (c) (6)

organizations.

{3) Special occasion licensees may not advertise or

sell alcohol below cost. If donated product is sold by the
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special occasion licensee, it may not be advertised or sold
below the manufacturers' cost.

(4) Per RCW 66.28,010, alcohol manufacturers,
importers and distributors  may provide advertising,
pouring, or dispensing of beer or wine at a beer or wine
tasting exhibition or judging event, but may not provide
money, goods, or services to special occasion licensees.

(5) Per RCW { (66-28-388)) 66.24.380, the sale,
service, and consumption of alcohel must be confined to a
designated location(s).

(6) If a special occasion license function is held at
an establishment that has a liquor license:

(a) The special occasion function must be held in an
area of the premises separate from areas open to the

general. public during the time the special occasion

function 1is occurring, and the licensed premises' liquor

cannot be sold or served in the same area(s) as the special
occasion license function.

{b} The liquor licensee cannot charge for the liquor
purchased by the special occasion licensee for .service at
fhe special occasion event, but can charge for room usage,
services, etc. The liquor licensee must sign the special
occasion application giving permission for the gpecial
occasion licensee to bring their alcohol onto the liquor

licensed premises.
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(c} The special occasion ((}}eeﬁseeﬁd)' license will
‘not be issued for use at premises whose liguor license will

be suspended on the date(s) of the scheduled event.

[Statutory Authority:  RCW 66.08.030, 66.20.360 through
[66.20].380, 66.20.390, 66.24.170, 66.24.206, 66.24.210,
66.24.240, 66.24.244, 66.24.270, 66.24.290, 66.28.170,
66.28,180, and 42.56.270. 07-02-07¢, § 314-05-030, filed
12/29/06, effective 1-/29/07. Statutory Authority: RCW
66.08.030, 66.24.375, 66.24.380, 66.28.010,. 04-22-078, §

314-05-030, filed 11/2/04, effective 12/3/04.1
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AMENDATORY SECTION (Amending WSR 04-22-078, Filed 11/2/04,
effective 12/3/04)

WAC 314-05-020 What is a special occasion license? (1} Per
RCW 66.24.380, a special occasion license allows a nonprofit
organization to sell, at a specified date, time, and place:

fa) Spirits, beer, and wine by the individual serving for on-
premises consumption; and

{b) Beer and wine in original, unopened containers for off-
premises consumption.

{2) Special occasion licensees are limited to twelve days per
calendar vyear (see RCW 66.24.380(1) for  an exception for
agricultural fairs).

{3) The fee for this license is 3560 per day, per event.
Multiple alcohol service locations at an event are an additional
sixty dollars per location.

(4) ((Guidcliuc.‘: for uuubu_uf.l.t ULgalliLatiu1la.

“+=F)) Per RCW ©6.24.375, all proceeds from the sale of alcohol
at a special occasion event must go directly back into the
nonprofit organization, except for reasonable operating costs for
actual services performed at compensation levels comparable to like
services within the state.

PPN} kY T AT, T Fall alEs R e Fat Wal Lo 32 4= A
( ( 17 T [awnij OO0 U IOy OTrTTCET Sy UOTITCCTOLST AL/ <L
. 1.3 b S| 4= K, . T o i) H ja L .
STOCTKITOITUCTI S O Ol OrgalITZacIolirT may not Tave dair TITteres i I d
= e . i 3. o .l F £ 1 1 3 5 A
MEaTuUrac TtTaOrEYry, TICRO T T oY OIrSCrIouacor oL arTornoITy ) )

charitable nonprofit organization or a local winery industry
association may qualify for a special occasion license even if its
board members are also officers, directors, owners, or emplovees of
either a licensed domestic winery or a winery certificate of
approval holder. The charitable nonprofit organization must be
registered under section 501 (¢) (3) of the Internal Revenue Code,
and the local wine industry association must be registered under
section 501 {c}{6) of the Internal Revenue Code.

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

WAC 314-05-030 Guidelines for special occasion license
events. {1) The special occasion license must be posted at the
event.

(2) Special occasion licensees may get alcohel for the event
only from the following sources:

{a) Spirits must be purchased from a Washington state-run or
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contract liquor store;

{b) Beer and wine must be purchased at retail from a licensed
retailer, from a beer or wine distributor, from a domestic brewery,
microbrewery, or winery, acting as a distributor of its own
. product, or from a certificate of approval holder with a direct
shipping to Washington retailer endorsement; and

(c) Per RCW 66.28.040, in state brewerles and wineries and
out-of~state breweries and wineries holding a certificate of
approval license may donate beer and wine to special occasion
licensees that are nonprofit 501{c¢) (3) charitable organizations or
nonprofit 501 (c) {6) organizations.

{3) Special occasion licensees may not advertise or sell
alcohol below cost. If donated product is sold by the special
occasion licensee, 1t may not be advertised or sold below the
manufacturers' cost.

{4) Per RCW 66.28.010, alcohol manufacturers, importers and
distributors may provide advertising, pouring, or dispensing of
beer or wine at a beer or wine tasting exhibition or judging event,
but may not provide money, goods, or services to special occasion
licensees,

(5) Per RCW ((H6-28380)) 66.24.380, the sale, service, and
consumption of alcchol must be confined to a designated
location({s).

(6) If a special occasicn license function is held at an
establishment that has a liquor license:

(a) The special occasion function must be held in an area of
the premises separate from areas open to the general public during
the time the special occasion function is _occurring, and the
licensed premises' liquor cannot be sold or served in the same
area(s) as the special occasion license functicn.

{b) The liquor licensee cannot charge for the ligquor purchased
by the special occasion licensee for service at the special
occasion event, but can charge for room usage, services, etc. The
liquor licensee must sign the special occasion application giwving
permission for the special occasion licensee to bring their alcohol
onto the liquor licensed premises.

{(c) The special occasion ((tifcernsees)) license will not be
issued for use at premises whose liquor license will be suspended
on the date(s) of the scheduled event.
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Washington State quuor Control Board : .
Rule Making to Implement Leglslatlon on: Nonprofit Orgamza‘tmns and

Business Practices Regardmg the Use and Sale of Alcohol
STAKEHOLDER SUMMARY -

The Washington State Liquor Control Board (WSLCB) received early stakeholdel o
comment (before the CR-lO’J ﬁlmg) in writing and orally on rules to Implement

_1eg1slat1on on nonpioﬁl_, orga 3 and business 1act1ces regardmg the use and sale of
alcohol (CR-IOI State _A'eg' ter Fil )

Summary of Cm'mnents

Comment

May any nonprofit organization or business assomatlon registered under Section
501(3)(6) of the Internal Revenue Code quahfy fora specw,l occasion license'if its board
members are also officers, directors, owners or employees of a domestic winery or a
winery certificate of approval holder? (Michael Transue, Washington Restaurant
Association)

Reésponse:

No. RCW 66.28.010(1)(f) states that only charitable nonprofits 1egxstered under
501(c)(3), and local wine industry associations registered under 501(c)(6), may qualify
for a special occasion license in such a situation.

Comiment:
May a licensee rent its licensed facility before or after normal hours of operations?
(Michael Transue, Washington Restaurant Association)

Response:

Yes. A licensee may rent its facility between 6 a.m, and 2 a.m., provided that the
facility is open to the public at least five days per week, and at five hours per day
between the hours of 11 a.m. and 11 p.m. See WAC 314-02-015, 314-11-070 and
< 314-11-072.

Comment:

May a licensee rent its entire licensed facility?. (Michael Transue, Washington
Restaurant Association)

Response:

Yes. A licensée may rent its entire facility. However, if the facility has restricted
areas where people under 21 years of age would not be allowed to go when open to
the public (e.g. bars), then those under 21 still may not go into these restricted areas.

Public Comment Summary
Pre-CR 102 ' - 1





Comment : T P 2

“Nermally;, the WSLCB does’ not issuea special occasion hcense foi tise: at a: plemlses
whose liquor license will be suspended ori the date(s) of the scheduled event. Wil the
WSLCB make an exception if extr ao1d1na1y circumstances. with the licenseé are shown?
(Michael Transue, Washington Restaurant Association)

Response ,

No. WAC 314-05- 030(6)(0) which spec1ﬁca11y states that “spec1al occasmn licenses will
not be issued for use at premises whose liquor license WJII be suspencled on the date(s) of
the scheduled event”, does not allow for extr aordmaty circiimstances.

Public Comment Summary
Pre-CR 102 2






Washington State Liquor Control Board

Issue Paper: Restaurant Retail Activities and Restaurant
' Liquor Storage under a Caterer's Endorsement

Date: October 15, 2008
Presented by:  Alan Rathbun, Licensing Division

Description of the Issue

The purpose of this issue paper is to recommend that the Washington State Liquor
Contirol Board (WSLCB) proceed with proposed rule changes (CR-102) revising the
current rule regarding Restaurant Retail Activities and Restaurant Liquor Storage
under a Caterer's Endorsement (Chapter 314-02 WACQC).

Why is rule making necessaiy? _
Three legislative bills pertaining to the 1ssue of this paper were adopted in 2007 and
2008. The WSLCB is updating its rules to reflect the changes made by these bills.

Background

Procedural status. The WSLCB filed Pre-proposal #08-14 on July 15, 2008 (State
Register Filing #08-15-071). The WSLCB now enters into the second step of rule
development by filing proposed rules language with the State Register (CR-102).

Legislative. HB 1349 (2007), E2SSB 5859 (2007), and SSB 6770 (2008) permit three
new activities.

1. A spirits, beer, and wine restaurant may sell malt liquor, in containers of four
gallons or more, to customers to take with them for off-premises consumption
(HB 1349).

2. A spirits, beer, and wine restaurant may sell bottled wine to customers to take
with them for off-premises consumption (SSB 6770). Prior to this bill, the
restaurant could sell only wine with a label exclusive to the restaurant (for off-
premises consumption).

3. A spirits, beer, and wine restaurant with a caterer's endorsement, or a beer and/or
wine restaurant with a caterer's endorsement, may store alcohol at an off-premises
event location, a domestic winery, a passenger vessel, or another premises
operated by the licensee (E2SSB 5859). Prior to this bill, only on-premises
storage was allowed.

Keg registration forms. The WSLCB provides keg-registration forms free of charge to
beer restaurants and taverns. A licensee who holds an off-premises beer and/or wine
grocery-store or specialty-shop license must purchase his/her forms.

What changes are proposed?

Amendatory Section 314-02-015 - What is a spirits, béer, and wine restaurant
license?





A spirits, beer, and wine restaurant may sell wine by the bottle to customers for take-
away, even if the restaurant licensee does not own the label, exclusively or otherwise. It
also allows a spirits, beer, and wine restaurant to sell kegs of malt liquor for off-premiscs
consumption.

Amendatory Section 314-02-120 — How do licenseces get keg registration forms?
The WSLCB will provide keg-registration forms free of charge to beer and/or wine

restaurants, to taverns, and to beer and/or wine specialty shops. Grocery stores and

spirits, beer, and wine restaurants must purchase their keg-registration forms.

New Section 314-02-061 — What is required for off-site storage of liquor under a
caterer's endorsement?

New conditions are proposed to address caterers now being allowed to store their alcohol
off the licensed premises (e.g. displaying the approval letter for alcohol storage at each
location).

Recommendations
Staff recommend that the WSLCB proceed with the second step of rule making (CR-102)
by filing the proposed rules language with the State Register.

Attachments: Proposed Rules





Washington State
Liquor Control Board

NOTICE OF PROPOSED RULE MAKING #08-17

The Washington State Liquor Control Board (LCB) would like your input on the
attached proposed rules to implement portions of SSB 6770 /08, HB 1349 /07
and E25SB 5859 /07 regarding retail licenses.

This notice contains a summary of changes being proposed as well as the actual
text of the proposed rules. You can provide input by submitting written
comments or participating in the public hearing (see below).

This rule making is filed with the Office of the Code Reviser in the Washington
State Register number # 08-21-123 published November 5, 2008.

Why is this rule making necessary?

The Legislature has adopted bills in recent sessions that change the law for retail
licensees. In 2008, section 10 of SSB 6770 allowed spirits, beer, wine
restaurants to sell bottled wine to customers to take with them for off-premises
consumption. In 2007, under HB 1349, spirits, beer, wine restaurants were
allowed to sell kegs to customers and under E2SSB 5859, spirits, beer, wine
restaurants or beer and/or wine restaurants may store alcohol off the restaurant
site under specific circumstances under a catering endorsement.

Implementation of this legislation requires changes in current rules and/or
adoption of new rules to clarify and provide further guidance to licensees who
want to participate in these activities and to prevent conflict with these laws.

Public Comment

The Board encourages you to comment on the proposed rule. You may attend
the public hearing listed below, or forward your comment to the Board by
December 10, 2008

By mail: Rules Coordinator By e-mail: By fax:
Liguor Control Board rules@lig.wa.gov 360-704-4921
P.O. Box 43080
Olympia, WA 98504-3080

Public December 3, 2008

Hearing: 10:00 a.m.
Washington State Liquor Control Board — Board Room
3000 Pacific Ave. S.E, Olympia, WA '
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QUESTIONS?

If you have questions, please contact Karen McCall, Rules Coordinator, at 360
664-1631 or by e-mail at rules@lig.wa.gov .

To request ihis notice in an alternative format or to request other accommodation
to participate, please call 360-664-1600.

What Changes Are Proposed? (Summary)

Actual rule language is attached to this notice. The following is a summary of
each new rule. :

Amendatory Section 314-02-015 - What is a spirits, beer, and wine restaurant

license?

A spirits, beer, and wine restaurant may sell wine by the bottle to customers for

take-away, even if the restaurant licensee does not own the label, exclusively or
otherwise. It also allows a spirits, beer, and wine restaurant to sell kegs of malt

liquor for off-premises consumption.

Amehdatory Section 314-02-120 — How do licensees get keg registration
forms?

The WSLCB will provide keg-registration forms free of charge to beer and/or
wine restaurants, to taverns, and to beer and/or wine specialty shops. Grocery
stores and spirits, beer, and wine restaurants must purchase their keg-
registration forms.

New Section 314-02-061 — What is required for off-site storage of liquor under a
caterer's endorsement?

New conditions are proposed to address caterers now being allowed to store
their alcohotl off the licensed premises (e.g. displaying the approval letter for
alcohol storage at each location).
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WAC Changes

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

effective 11/24/05)

WAC 314-02-015 What 4is a spirits, beer, and wine
restaurant license? (l) Per RCW 66.24.400, this license
allows a restaurant to: |

(a) Serve spirits by the individual ((serwing)) glass
for on-premises consumption;

{b) Serve beer by the bottle or can or by tap for on-

premises consumption; ((and))

{c} Serve wine for on-premises consumption ({{{see—RCW

317

(d) Allow patrons Lo remove recorked wine from the

licensed premises in accordance with RCW 66.24.400;

(e) Sell wine by the bottle for off-premises

consumption with the appropriate endorsement; and
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(f) Sell kegs of malt ligquor with the appropriate

endorsement .,

(2) To obtain and maintain a spirits, beer, and wine
restaurant license, the restaurant must be open to the
public at least five hours a day during the hours of 11:00
a.m. and 11:00 p.m., five days a week. The board may
consider written requests for exceptions to this
requirement due to demonstrated hardship, and may grant an
exception under such terms and conditions as the board
determines are in the best interests of the public.

({(+4))) (3) All applicants for a spirits, beer, and
wine license must establish, to the satisfaction of the
board, that the premises will operate as a bona fide

restaurant. The term "bona fide restaurant" .is defined in

RCW 66.24.410(2).

[Statutory Authority: RCW 66.04.010, 66.08.030, 66.24.410,
66.44.310, and 66.44.420. 05-22-022, § 314-02-015, filed:
10/24/05, effective 11/24/05.  Statutory Authority:  RCW
66.08.030, 66.24.010, 66.24.120. 00-07-091, § 314-02-015,

filed 3/15/00, effective 4/15/00.]
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NEW SECTION

WAC 314-02-061 What is required for off-site storage
of liquor under a caterer's endorsement? A spirits, beer,
-and wine restaurant licensee with a caterer's endorsement,
or a beer and/or wine restaurant licensee with a caterer's
endorsement, may store its alcohol at locations described
in RCW 66.24.320 and 66.24.420 that are not on the licensed
premises if the following conditions are met:

(1) The licensee must display the approval létter for -
storing liquor at each location;

(2) Liquor storage must be within the event location
where catering services for events are provided;

(3 If the location is one for which the licensee has
an on-going contract or agreement to provide liquor service
at a catered evenf, the contract or agreement must include
the following:

{a) Names of the parties;

{b) Location and address where on-going liguor
catering services are provided;

(c) A sketch and description of the facility that
includes where the liquor will be stored, how the liquor
will be secured to ensure public safety, and the provisions
that restrict access te the liquor storage area to the

licensee and the licensee's employees; and
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{d) Signatures of the parties.

{4). Fér locations owned or leased by the licensee and
for which the licensee provides liquor service at a catered
event, the licensee must submit copies of documents that

evidence the ownership or leasehold interest.

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

effective 4/15/00)

WAC 314-02-120C. How do licensees get XkXeg registration

forms? (1) The board will provide keg registration forms
( (Free—ef-echarge)) free of charge to licensees who hold (a)
a beer and/or wine restaurant ((ex)}) license in combination

with an off-premises beer and/or wine endorsement; (b} a

tavern license in combination with an off-premises beer

and/or wine endorsement; or (o) a beer and/or wine

gpecialty shop license with a keg endorsement.

(2) Licensees who hold ({erly—an——eoff-premises—beer
andfor—wipe—Iteense)) a grocery store license with a keg

endorsement, or a spirits, beer, and wine restaurant

license with a keqg endorsement, must purchase the keg

registration forms from their local board enforcement

office for four dollars per book of twenty-five forms.

[Statutory Authority: RCW 66.08.030, 66.24.010, 66.24.120.

00-07-091, § 314-02-120, filed 3/15/00, effective 4/15/00.]
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AMENDATORY SECTION {(Amending WSR 05-22-022, £iled 10/24/05,
effective 11/24/05)

WAC 314-02-015 What is a spirits, beer, and wine restaurant
license? (1) Per RCW 66.24.400, this license allows a restaurant
to:

(a) Serve spirits by the individual (({servirg)}) glass for on-
premises consumption; :

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

{c) ©Serve wine for on-premises consumption (({see—REW
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(d) Allow patrons to remove recorked wine from the licensed
premises in acceordance with RCW 66.24.400;

{e) Sell wine by the bottle for off-premises consumption with
the appropriate endorsement; and

{(f) Sell kegs of malt liquor with the appropriate endorsement,

{2) To obtain and maintain a spirits, beer, and wine
restaurant license, the restaurant must be open to the public at
least five hours a day during the hours of 11:00 a.m. and 11:00
p.m., five days a week. The board may consider written requests
for exceptions to this recguirement due to demonstrated hardship,
and may grant an exception under such terms and conditions as the
board determines are in the best interests of the public.

({(tAr)) ({3) All applicants for a spirits, beer, and wine
license must establish, to the satistaction of the board, that the
premises will operate as a beona fide restaurant. The term "bona
fide restaurant”™ 1is defined in RCW 66.24.410(2).

NEW SECTION

WAC 314-02-061 What is required for off-site storage of
ligquor under a caterer's endorsement? A spirits, beer, and wine
restaurant licensee with a caterer’'s endorsement, or a beer and/or
wine restaurant licensee with a caterer's endorsement, may store
its alcohol at locations described in RCW 66.24.320 and 66.24.420
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that are not on the licensed premises if the following conditions
are met:

(1) The licensee must display the approval letter for storing
liquor at each location;

(2} Liquor storage must be within the event location where
catering services for events are provided;

(3} If the location is one for which the licensee has an on-
going contract or agreement to provide liquor service at a catered
event, the contract or agreement must include the following:

{a) Names of the parties;

{b) Location and address where on-going liquor catering
services are provided; ‘

{c) A sketch and description of the facility that includes
where the liquor will be stored, how the liguor will be secured to
ensure public safety, and the provisions that restrict access to
the liquor storage area to the licensee and the licensee's
employees; and

{d) Signatures of the parties.

{4) For locations owned or leased by the licensee and for
which the licensee provides liquor service at a catered event, the
licensee must submit copies of documents that evidence the
ownership or leasehold interest.

AMENDATORY __SECTION (Amending WSR 00-07-0091, filed 3/15/00,
effective 4/15/00)

WAC 314-02-120 How do licensees get keg registration forms?
(l) The board will provide keg registration forms ({free—of—
charge) ) free of charge to licensees who hold {(a) a beer and/or
wine restaurant ({(or)) license in combination with an off-premises
beer and/or wine endersement; (k) a tavern license in combination
with an off-premises beer and/or wine endorsement; or (c) a beer
and/or wine specialty shop license with a keg endorsement.

(2) Licensees who hold ((uuly ot L_u_\—_'uu'_bcb e CtllL:IL,a’,UL W
+Heerse)) a grocery store license with a keg endorsement, or a
spirits, beer, and wine restaurant license with a keqg endorsement,
must purchase the keg registration forms from their local board
enforcement cffice for four dollars per book of twenty-five forms.
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Washington State Liquor Control Board
Rule Making to Implement Legislation on Restaurant Retail Activities

and Restaurant Liquor Storage under a Caterer's Endorsement
STAKEHOLDER SUMMARY

The Washington State Liquor Control Board (WSLCB) received early stakeholder
comment (before the CR-102 filing) in writing and orally on rules to implement the
legislation on restaurant retail activities and restaurant liquor storage under a caterer's
endorsement (CR-101 State Register Filing #08-15-071).

Summary of Comments

Comment:

When a spirits, beer and wine restaurant, or a beer and/or wine restaurant, has an on-
going contract or agreement to regularly cater at a specific off-premises location, does the
licensee have to provide a sketch of the area where alcohol will be stored? Will a written
description of the storage area suffice? (Michael Transue, Washington Restaurant
Association)

Response:

No. The WSLCB requires both a sketch and a description of the facility. The sketch and
description must include where the liquor will be stored, how the liguor will be secured to
ensure public safety, and the provisions that limit access to the liquor storage area to the
licensee and the licensee's employees. Historically, WSLCB staff have had difficulties
obtaining this information when given only a sketch, or only a description.

Public Comment Summary
Pre-CR 102





