
 

 
CR-102 Board Approval 1 7/1/2026 
2SHB 1701 – Leasing Liquor Premises 

 
Date:  July 1, 2026 

 
To:  Jim Vollendroff, Board Chair 
  Ollie Garrett, Board Member 
  Pete Holmes, Board Member 
 
From:  Daniel Jacobs, Policy and Rules Coordinator 
 
Copy:  Will Lukela, Agency Director 
  Toni Hood, Agency Deputy Director 
  Becky Smith, Director of Licensing and Regulations 

Larry Grant, Director of Enforcement and Education 
  Justin Nordhorn, Policy and External Affairs Director 

Kevin Walder, Policy and Rules Manager 
  
Subject: Board approval of proposed rules (CR 102) on Implementing Second 

Substitute House Bill (2SHB) 1701 Leasing Liquor Premises. 
 
The Policy and Rules Coordinator requests approval to file a rule proposal (CR 102) to 
amend two existing rules and create one new rule in Title 314 WAC to implement 2SHB 
1701 (chapter 196, Laws of 2026) as described in the CR 102 Memorandum attached to 
this order and presented at the Board meeting on July 1, 2026. If approved for filing, the 
tentative timeline for this rule proposal is as follows:  
 
July 1, 2026 Board is asked to approve filing proposed rules (CR 102). 

CR 102 filed with the Office of the Code Reviser. 
LCB webpage updated, and notice circulated by GovDelivery 
distribution list. 
Formal comment period begins. 

July 15, 2026 Notice published in the Washington State Register under 
WSR 26-14. 

August 12, 2026 Public hearing held and formal comment period ends.  
No earlier than  
September 2, 2026 

Board is asked to adopt rules if no substantive changes are 
made (CR 103). 
Concise Explanatory Statement provided to individuals who 
offered written or oral comment at the public hearing or during 
the formal comment period, consistent with RCW 34.05.325. 
CR 103 and adopted rules are filed with the Office of the Code 
Reviser. 
LCB webpage updated, and notice circulated by GovDelivery 
distribution list. 

October 3, 2026 Rules are effective 31 days after filing, unless otherwise 
specified. See RCW 34.05.380(2). 

 
 

https://lawfilesext.leg.wa.gov/biennium/2025-26/Pdf/Bills/Session%20Laws/House/1701-S2.SL.pdf?q=20260406144330
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_____ Approve _____ Disapprove       ______________________        ________ 
          Jim Vollendroff, Chair    Date 
 
 
_____ Approve _____ Disapprove       ______________________        ________ 
          Ollie Garrett, Board Member   Date 
 
 
_____ Approve _____ Disapprove       ______________________        ________ 
          Pete Holmes, Board Member   Date 
 
 
 
Attachments:  CR 102 Memorandum 
   RDS 7194.1 
   RDS 7195.1 
   RDS 7199.1 
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CR-102 Memorandum 
 
Implementation of Second Substitute House Bill (2SHB) 1701 (chapter 196, Laws 
of 2026) on Leasing Liquor Licensed Premises 
 
Date:   July 1, 2026 
Presented by: Daniel Jacobs, Rules & Policy Coordinator 
 
Background 
 
During the 2026 legislative session, the Washington State Legislature passed Second 
Substitute House Bill (2SHB) 1701 (chapter 196, Laws of 2026), which went into effect 
June 11, 2026. This legislation allows a liquor licensee to lease the use of their licensed 
premises to other liquor licensees while continuing to also operate out of the licensed 
premises. This is a practice that has not previously been allowed by Title 314 WAC. 
 
RCW 66.24.010 was amended to expressly allow liquor licensees to lease real or 
personal property to other liquor licensees, including portions of the operating premises. 
RCW 66.24.010(13) identifies several conditions and requirements for such leasing 
arrangements, as well as expressly allowing licensees to lease use of the kitchen to 
other licensees, also with requirements and conditions. 
 
RCW 66.28.295 was amended to expressly allow a brewery, distillery, or winery to 
operate in the same premises as a retail liquor licensee so long as the retail liquor 
licensee is in a separate space. 
 
The CR-101 was filed on April 13, 2026, as WSR 26-09-065. Public comment on the 
CR-101 was open from April 13, 2026 until May 22, 2026. The LCB received no public 
comments. 
 
Stakeholder Engagement 
 
The project team consists of representatives from the Attorney General’s Office, 
Enforcement & Education division, Licensing division, the Finance division, and IT.  
 
Draft rule language was posted on the LCB website and circulated via gov delivery 
message on May 21, 2026, along with invitations to stakeholder engagements to be 
held on June 8 (recording here) and June 11, 2026 (recording here). This PowerPoint 
presentation was presented during the stakeholder engagement sessions.  
 
Themes and Goals of Rulemaking 
 
This CR-102 filing proposes to amend the following existing rules, and create one new 
rule: 
 

https://lawfilesext.leg.wa.gov/biennium/2025-26/Pdf/Bills/Session%20Laws/House/1701-S2.SL.pdf?q=20260406144330
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
https://app.leg.wa.gov/RCW/default.aspx?cite=66.28.295
https://lawfilesext.leg.wa.gov/law/wsr/2026/09/26-09-065.htm
https://lcb.wa.gov/sites/default/files/2025-05/1515-101-NTS.pdf
https://lcb.wa.gov/sites/default/files/2026-04/1701-101-nts.pdf
https://lcb.wa.gov/sites/default/files/2026-05/1701-draft-rule-sh.pdf
https://content.govdelivery.com/bulletins/gd/WALCB-4186e28?wgt_ref=WALCB_WIDGET_1
https://www.youtube.com/watch?v=I-QjTemVQws
https://www.youtube.com/watch?v=Uzg1VuIsfK8
https://lcb.wa.gov/sites/default/files/2026-06/1701-powerpoint.pptx
https://lcb.wa.gov/sites/default/files/2026-06/1701-powerpoint.pptx
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WAC Amended/New Name 
314-02-006 New Liquor licensee leases 

314-07-020 Amended Liquor licensee qualifications and application 
process 

314-12-140 Amended Prohibited practices-Contracts-Gifts-Rebates, etc. 
 
Changes to existing rules 
Existing rules at WAC 314-07-020 and WAC 314-12-140 are amended to include 
language specifically allowing the new activity allowed by 2SHB 1701. Additionally, 
recently completed rulemaking implementing EHB 1602 (see WSR 26-10-096) is also 
referenced. 
 
Definitions in new rule (WAC 314-02-006(1)) 
The definitions of “lease,” “lessor,” and “lessee,” are adapted from RCW 62A.2A-103, 
the Uniform Commercial Code section defining terms dealing with leases. The definition 
of “person” is deliberately broader than that used in RCW 66.04.010 to include the use 
of limited liability corporations and non-licensees.  
 
Requiring submission and retention of leases (WAC 314-02-006(2)) 
RCW 66.24.010(13)(c) permits the agency to require submission of leases, and the 
agency is opting to require submission, as well as licensee retention of any submitted 
leases, consistent with existing recordkeeping requirements. 
 
Leasing of kitchen space (WAC 314-02-006(3)) 
Clarifies that secure separate liquor storage remains a requirement, consistent with 
other rules that allow licensees to share adjacent spaces. Also clarifies that the sharing 
of kitchen space is not the same thing as contracting out required food service, which is 
permitted as described in separate rulemaking recently completed. 
 
Leases cannot require illegal activity or promote undue influence (WAC 314-02-006(4)) 
Clarifies that leases cannot require illegal activity, nor require a lessee to sell or promote 
a lessor’s product, reflecting concerns related to tied-house laws. 
 
Rule is not an expansion of shared space (WAC 314-02-006(5)) 
While the legislature has permitted licensees to share the same space, and expanded 
those opportunities through other rulemaking, this is not meant as a further expansion. 
This rulemaking addresses where licensees occupy adjacent spaces on the same 
premises, but do not share the same area of the same premises, hence the definition of 
“separate spaces.” 
 
Estimated Costs of Compliance 
 
Under the Regulatory Fairness Act (RFA) in chapter 19.85 RCW, agencies are required 
to consider the costs that complying with the proposed rules will impose on businesses, 
unless the proposed rules are subject to an exemption to this requirement. The CR-102 
form describes these exemptions in more detail.  

https://app.leg.wa.gov/wac/default.aspx?cite=314-07-020
https://app.leg.wa.gov/WAC/default.aspx?cite=314-12-140
https://lcb.wa.gov/sites/default/files/2026-05/WSR%2026-10-096_combined.pdf
https://app.leg.wa.gov/RCW/default.aspx?cite=62A.2A-103
https://app.leg.wa.gov/RCW/default.aspx?cite=66.04.010&pdf=true
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
https://app.leg.wa.gov/rcw/default.aspx?cite=19.85&full=true
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One such exemption is that the rule is exempt under RCW 19.85.025(3) if the rule 
proposal is dictated by statute, (RCW 34.05.310(4)(e)). These rules are implementing 
legislation passed by the Washington state legislature, signed by the Governor, and 
enacted into law and codified in amendments to existing statute. The rule changes are 
therefore dictated by statute, qualifying under RCW 34.05.310(4)(e). Therefore, the 
proposed rules are exempt from the Regulatory Fairness Act. 
 
Rule Necessity 
These rule changes are needed to implement the language in 2SHB 1701, and to a 
minor extent, EHB 1602 from last legislative session. 
 
Description of Rule Changes  
 
The proposed rule changes are identified in the tables below. The first set of tables 
identify the proposed amendments to existing rules: 
 

WAC 314-07-020 
Section Old Language New Language Reason 

(7) 

The board will conduct an 
investigation to establish 
the applicant's exclusive 
right to the real and 
personal property and to 
verify the true party(ies) of 
interest. 

[Renumbered as (7)(a)] Renumbered (7) to 
(7)(a) to reflect addition 
of (7)(b)-(7)(d). 

(7)(a) [See above] 

(7)(b) N/a 

Licensees are permitted to 
engage in leases consistent 
with RCW 66.24.010(13) 
and 66.28.295(16), and 
WAC 314-02-006. 

Added language to 
allow new activities as 
permitted in 2SHB 
1701. 

(7)(c) N/a 

Beer and/or wine licensees 
are permitted to engage in 
contracts, leases, or 
subleases to satisfy food 
service requirements 
consistent with RCW 
66.24.240, 66.24.244, and 
66.24.320, and WAC 314-
02-045. 

Added language to 
allow new activities as 
permitted in rulemaking 
implementing EHB 
1602 from the 2025 
legislative session, 
completed effective 
June 6 (see WSR 26-
10-096). (7)(d) N/a 

Spirits, beer, and wine 
licensees are permitted to 
engage in contracts, leases, 
or subleases to satisfy food 
service requirements 
consistent with RCW 
66.24.240, 66.24.244, and 

https://app.leg.wa.gov/RCW/default.aspx?cite=19.85.025
https://app.leg.wa.gov/RCW/default.aspx?cite=34.05.310
https://app.leg.wa.gov/RCW/default.aspx?cite=34.05.310
https://lcb.wa.gov/sites/default/files/2026-05/WSR%2026-10-096_combined.pdf
https://lcb.wa.gov/sites/default/files/2026-05/WSR%2026-10-096_combined.pdf
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66.24.400, and WAC 314-
02-015 and 314-02-035. 

 
WAC 314-12-140 

Section Old Language New Language Reason 

(4) 

No industry member or 
employee thereof shall, directly 
or indirectly, give, furnish, rent 
or lend to, or receive from, any 
retailer, any equipment, fixtures, 
supplies or property of any kind, 
nor shall any retail licensee, 
directly or indirectly, receive, 
lease or borrow from, or give or 
offer to, any industry member 
any equipment, fixtures, 
supplies or property of any kind. 
Sales authorized in this 
regulation shall be made on a 
cash on delivery basis only. 

[Renumbered as (4)(a)] Renumbered (4) to 
(4)(a) to reflect 
addition of (4)(b). 

(4)(a) [See above] 

(4)(b) N/a 

Licensees are permitted 
to engage in leases 
consistent with RCW 
66.24.010(13), 
66.28.295(16), and WAC 
314-02-006. 

Added language to 
allow new activities 
as permitted in 
2SHB 1701. 

 
This table identifies the proposed new rule at WAC 314-02-006: 
 

WAC 314-02-006 
Section Proposed Language Reason 

(1) Definitions. The following definitions apply 
within this rule:  

(1)(a) 

"Lease" means a transfer of the right to 
possession and use of real or personal 
property for a term in return for 
consideration. Definitions are based on those used 

in RCW 62A.2A-103, which defines 
the terms for the Uniform Commercial 
Code. 

(1)(b) 
"Lessee" means a person who acquires 
the right to possession and use of real or 
personal property under a lease. 

(1)(c) 
"Lessor" means a person who transfers 
the right to possession and use of real or 
personal property under a lease. 

(1)(d) 

"Person" means an individual or entity 
such as a partnership, association, limited 
liability corporation, not-for-profit 
organization, or a corporation. 

Definition is deliberately broader than 
RCW 66.04.010 to allow for non-
licensees and other entities. 

https://app.leg.wa.gov/RCW/default.aspx?cite=62A.2A-103
https://app.leg.wa.gov/RCW/default.aspx?cite=66.04.010&pdf=true
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(1)(e) 
"Separate space" as used in RCW 
66.28.295(16), means areas separated by 
physical barriers. 

Includes spaces separated by walls 
but does not require the use of walls. 

(2)(a) 

Consistent with RCW 66.24.010 (13)(c), 
all lease agreements, operating 
agreements, and other contracts in 
existence between licensees, businesses, 
and the lessor, and between lessors and 
lessees, and amongst lessees, must be 
submitted to the board. 

See RCW 66.24.010(13)(c). 

(2)(b) 

All agreements and contracts described in 
(a) of this subsection must also be kept 
and maintained consistent with WAC 314-
11-095. 

Clarifying that any documents that 
need to be submitted to the Board 
also need to be kept and maintained 
by the licensee consistent with 
existing record-keeping requirements. 

(3) 
Lease of kitchen space: A lessor that 
leases use of its kitchen to a lessee must 
comply with the following: 

Leasing kitchen space involves 
separate considerations of liquor 
storage, food service requirements, 
and is specifically identified as 
permitted by the legislation. 

(3)(a) 

Lessor must ensure that the lessee holds 
all required state and local business 
licenses before operating out of the 
kitchen; 

See RCW 66.24.010(13)(b). 

(3)(b) 
Licensees must maintain separate secure 
storage of their alcohol inventory when 
leasing kitchen space; and 

Separate storage of liquor is required 
when sharing space, consistent with 
existing requirements in WAC 314-03-
200(4)(c).  

(3)(c) 
A licensee may lease out their kitchen 
space but may not contract out their food 
service unless: 

Refers to permitted contracting of 
food service consistent with 
rulemaking implementing EHB 1602 
from the 2025 legislative session, 
completed effective June 6 (see WSR 
26-10-096). 

(3)(c)(i) The licensee does not have a food 
service requirement; or 

(3)(c)(ii) As permitted in WAC 314-02-015, 314-
02-035, or 314-02-045. 

(4) All leases under this section must comply 
with the following: 

See RCW 66.24.010(13)(d). (4)(a) Leases shall not contain any profit or 
revenue sharing; 

(4)(b) Leases shall not require that the lessee 
serve products made by the lessor; 

(4)(c) 
Leases shall not require that the lessee 
advertise products made by the lessor; 
and 

This is a logical parallel of the 
prohibition in RCW 66.24.010(13)(d). 

(4)(d) 
Leases shall not require any activity 
prohibited by WAC 314-12-140 or other 
sections of Title 314 WAC. 

Reflecting the general principle that a 
contract cannot require illegal activity. 

(5) Nothing in this rule allows licensees to 
share space beyond what is permitted in 

Beyond the leasing of kitchen space 
provisions, clarifying that this rule is 

https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
https://app.leg.wa.gov/wac/default.aspx?cite=314-03-200&pdf=true
https://app.leg.wa.gov/wac/default.aspx?cite=314-03-200&pdf=true
https://lcb.wa.gov/sites/default/files/2026-05/WSR%2026-10-096_combined.pdf
https://lcb.wa.gov/sites/default/files/2026-05/WSR%2026-10-096_combined.pdf
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
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RCW 66.24.1472, 66.24.710(7), and 
66.24.800. 

not intended to expand permissible 
space sharing. 
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PROPOSED RULE MAKING 

CODE REVISER USE ONLY 
 

      

CR-102 (June 2024) 
(Implements RCW 34.05.320) 

Do NOT use for expedited rule making 

Agency: Washington State Liquor and Cannabis Board 

☒ Original Notice 

☐ Supplemental Notice to WSR       

☐ Continuance of WSR       

☒ Preproposal Statement of Inquiry was filed as WSR 26-09-065 ; or 

☐ Expedited Rule Making--Proposed notice was filed as WSR      ; or 

☐ Proposal is exempt under RCW 34.05.310(4) or 34.05.330(1); or 

☐ Proposal is exempt under RCW      . 

Title of rule and other identifying information: (describe subject)  Implementing 2SHB 1701, chapter 196, Laws of 2026. 
The Washington State Liquor and Cannabis Board (LCB) is proposing to create a new rule and amend existing rules as 
follows: 
 

WAC Amended/New Name 

314-02-006 New Liquor licensee leases 

314-07-020 Amended Liquor licensee qualifications and application process 

314-12-140 Amended Prohibited practices-Contracts-Gifts-Rebates, etc. 

 
Additionally, some rulemaking previously done to implement EHB 1602 from last session should have included revisions to 
WAC 314-07-020 and WAC 314-12-140 that are being done here. 
 

Hearing location(s):   

Date: Time: Location: (be specific) Comment: 

Wednesday, August 
12, 2026 

10:00 AM Public hearings related to Liquor 
and Cannabis Board rulemaking 
activity will be held in a "hybrid" 
environment. This means that the 
public will have options for in-
person or virtual attendance and 
for providing verbal comments 
during public rules hearings. A 
meeting room will be set up at 
headquarters building in Olympia 
(1025 Union Avenue, Olympia, 
WA 98504) for in-person 
attendance and the public may 
also login using a computer or a 
device, or call-in using a phone, 
to listen to the meeting through 
the Microsoft Teams application. 
Please note that although the 
meeting room will be staffed 
during the hearing, agency staff 
may appear virtually. 

The LCB encourages those who would like to provide 
public comment to register in advance. Those who 
have not registered by 10 a.m. on the hearing date, or 
who arrive after the hearing has started, cannot be 
guaranteed the opportunity to speak.  
 
For questions about providing verbal comments at rules 
public hearings, and to register in advance to provide 
verbal comments, please 
email publichearings@lcb.wa.gov.  
 
For more information about providing verbal comments 
at rules public hearings, please visit 
https://lcb.wa.gov/publichearings  

 

Date of intended adoption: No earlier than September 2, 2026         (Note: This is NOT the effective date) 

Submit written comments to: Assistance for persons with disabilities: 

Name  Daniel Jacobs, Rules & Policy Coordinator Contact  Jonnita Thompson, ADA Coordinator, Human 
Resources 

Address  PO Box 48030, Olympia WA 98504-3080 Phone  360-974-9591 

mailto:publichearings@lcb.wa.gov
https://lcb.wa.gov/publichearings
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Email  rules@lcb.wa.gov Fax  360 664 9689 

Fax  360-704-5027 TTY  7-1-1 or 1-800-833-6388 

Other        Email  jonnita.thompson@lcb.wa.gov 

Beginning (date and time)  July 1, 2026, 12:00 PM Other        

By (date and time)  August 12, 2026, 10:00 AM By (date)  August 5, 2026 

Purpose of the proposal and its anticipated effects, including any changes in existing rules:  The purpose of these 
proposed rules is to implement Second Substitute House Bill 1701, chapter 196, Laws of 2026, codified at RCW 
66.24.010(13) and RCW 66.28.295(16). There are additionally minor changes to WAC 314-07-020 implementing EHB 1602 
(chapter 141, Laws of 2025). 
 
Changes to existing rules 
Existing rules at WAC 314-07-020 and WAC 314-12-140 are amended to include language specifically allowing the new 
activity allowed by 2SHB 1701. Additionally, recently completed rulemaking implementing EHB 1602 (see WSR 26-10-096) is 
also referenced. 
 
Definitions in new rule (WAC 314-02-006(1)) 
The definitions of “lease,” “lessor,” and “lessee,” are adapted from RCW 62A.2A-103, the Uniform Commercial Code section 
defining terms dealing with leases. The definition of “person” is deliberately broader than that used in RCW 66.04.010 to 
include the use of limited liability corporations and non-licensees.  
 
Requiring submission and retention of leases (WAC 314-02-006(2)) 
RCW 66.24.010(13)(c) permits the agency to require submission of leases, and the agency is opting to require submission, 
as well as licensee retention of any submitted leases, consistent with existing recordkeeping requirements. 
 
Leasing of kitchen space (WAC 314-02-006(3)) 
Clarifies that secure separate liquor storage remains a requirement, consistent with other rules that allow licensees to share 
adjacent spaces. Also clarifies that the sharing of kitchen space is not the same thing as contracting out required food 
service, which is permitted as described in separate rulemaking recently completed. 
 
Leases cannot require illegal activity or promote undue influence (WAC 314-02-006(4)) 
Clarifies that leases cannot require illegal activity, nor require a lessee to sell or promote a lessor’s product, reflecting 
concerns related to tied-house laws. 
 
Rule is not an expansion of shared space (WAC 314-02-006(5)) 
While the legislature has permitted licensees to share the same space, and expanded those opportunities through other 
rulemaking, this is not meant as a further expansion. This rulemaking addresses where licensees occupy adjacent spaces on 
the same premises, but do not share the same area of the same premises, hence the definition of “separate spaces.” 
 
 

Reasons supporting proposal:  The reasons supporting these proposed rules, in addition to those described above, are 
identified in the tables herein.  
 
Below are the tables for the proposed amendments to existing rules: 
 

WAC 314-07-020 

Section Old Language New Language Reason 

(7) 

The board will conduct an 
investigation to establish the 
applicant's exclusive right to the 
real and personal property and to 
verify the true party(ies) of 
interest. 

[Renumbered as (7)(a)] Renumbered (7) to (7)(a) to 
reflect addition of (7)(b)-(7)(d). 

(7)(a) [See above] 

(7)(b) N/a 

Licensees are permitted to engage in 
leases consistent with RCW 
66.24.010(13) and 66.28.295(16), and 
WAC 314-02-006. 

Added language to allow new 
activities as permitted in 2SHB 
1701. 

(7)(c) N/a 

Beer and/or wine licensees are 
permitted to engage in contracts, 
leases, or subleases to satisfy food 
service requirements consistent with 
RCW 66.24.240, 66.24.244, and 
66.24.320, and WAC 314-02-045. 

Added language to allow new 
activities as permitted in 
rulemaking implementing EHB 
1602 from the 2025 legislative 
session, completed effective 
June 6 (see WSR 26-10-096). 

https://app.leg.wa.gov/wac/default.aspx?cite=314-07-020
https://app.leg.wa.gov/WAC/default.aspx?cite=314-12-140
https://lcb.wa.gov/sites/default/files/2026-05/WSR%2026-10-096_combined.pdf
https://app.leg.wa.gov/RCW/default.aspx?cite=62A.2A-103
https://app.leg.wa.gov/RCW/default.aspx?cite=66.04.010&pdf=true
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
https://lcb.wa.gov/sites/default/files/2026-05/WSR%2026-10-096_combined.pdf
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(7)(d) N/a 

Spirits, beer, and wine licensees are 
permitted to engage in contracts, 
leases, or subleases to satisfy food 
service requirements consistent with 
RCW 66.24.240, 66.24.244, and 
66.24.400, and WAC 314-02-015 and 
314-02-035. 

 

WAC 314-12-140 

Section Old Language New Language Reason 

(4) 

No industry member or employee thereof 
shall, directly or indirectly, give, furnish, 
rent or lend to, or receive from, any retailer, 
any equipment, fixtures, supplies or 
property of any kind, nor shall any retail 
licensee, directly or indirectly, receive, 
lease or borrow from, or give or offer to, 
any industry member any equipment, 
fixtures, supplies or property of any kind. 
Sales authorized in this regulation shall be 
made on a cash on delivery basis only. 

[Renumbered as (4)(a)] 
Renumbered (4) to (4)(a) 
to reflect addition of 
(4)(b). 

(4)(a) [See above] 

(4)(b) N/a 

Licensees are permitted to engage 
in leases consistent with RCW 
66.24.010(13), 66.28.295(16), and 
WAC 314-02-006. 

Added language to allow 
new activities as 
permitted in 2SHB 1701. 

 
This table below describes the new rule at WAC 314-02-006: 
 

WAC 314-02-006 

Section Proposed Language Reason 

(1) 
Definitions. The following definitions apply within this 
rule: 

 

(1)(a) 
"Lease" means a transfer of the right to possession and 
use of real or personal property for a term in return for 
consideration. 

Definitions are based on those used in RCW 
62A.2A-103, which defines the terms for the 
Uniform Commercial Code. 

(1)(b) 
"Lessee" means a person who acquires the right to 
possession and use of real or personal property under a 
lease. 

(1)(c) 
"Lessor" means a person who transfers the right to 
possession and use of real or personal property under a 
lease. 

(1)(d) 
"Person" means an individual or entity such as a 
partnership, association, limited liability corporation, not-
for-profit organization, or a corporation. 

Definition is deliberately broader than RCW 
66.04.010 to allow for non-licensees and other 
entities. 

(1)(e) 
"Separate space" as used in RCW 66.28.295(16), means 
areas separated by physical barriers. 

Includes spaces separated by walls but does not 
require the use of walls. 

(2)(a) 

Consistent with RCW 66.24.010 (13)(c), all lease 
agreements, operating agreements, and other contracts 
in existence between licensees, businesses, and the 
lessor, and between lessors and lessees, and amongst 
lessees, must be submitted to the board. 

See RCW 66.24.010(13)(c). 

(2)(b) 
All agreements and contracts described in (a) of this 
subsection must also be kept and maintained consistent 
with WAC 314-11-095. 

Clarifying that any documents that need to be 
submitted to the Board also need to be kept and 
maintained by the licensee consistent with 
existing record-keeping requirements. 

(3) 
Lease of kitchen space: A lessor that leases use of its 
kitchen to a lessee must comply with the following: 

Leasing kitchen space involves separate 
considerations of liquor storage, food service 
requirements, and is specifically identified as 
permitted by the legislation. 

(3)(a) 
Lessor must ensure that the lessee holds all required 
state and local business licenses before operating out of 
the kitchen; 

See RCW 66.24.010(13)(b). 

https://app.leg.wa.gov/RCW/default.aspx?cite=62A.2A-103
https://app.leg.wa.gov/RCW/default.aspx?cite=62A.2A-103
https://app.leg.wa.gov/RCW/default.aspx?cite=66.04.010&pdf=true
https://app.leg.wa.gov/RCW/default.aspx?cite=66.04.010&pdf=true
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
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(3)(b) 
Licensees must maintain separate secure storage of 
their alcohol inventory when leasing kitchen space; and 

Separate storage of liquor is required when 
sharing space, consistent with existing 
requirements in WAC 314-03-200(4)(c).  

(3)(c) 
A licensee may lease out their kitchen space but may not 
contract out their food service unless: 

Refers to permitted contracting of food service 
consistent with rulemaking implementing EHB 
1602 from the 2025 legislative session, 
completed effective June 6 (see WSR 26-10-
096). 

(3)(c)(i) 
The licensee does not have a food service requirement; 
or 

(3)(c)(ii) 
As permitted in WAC 314-02-015, 314-02-035, or 314-
02-045. 

(4) 
All leases under this section must comply with the 
following: 

See RCW 66.24.010(13)(d). (4)(a) Leases shall not contain any profit or revenue sharing; 

(4)(b) 
Leases shall not require that the lessee serve products 
made by the lessor; 

(4)(c) 
Leases shall not require that the lessee advertise 
products made by the lessor; and 

This is a logical parallel of the prohibition in RCW 
66.24.010(13)(d). 

(4)(d) 
Leases shall not require any activity prohibited by WAC 
314-12-140 or other sections of Title 314 WAC. 

Reflecting the general principle that a contract 
cannot require illegal activity. 

(5) 
Nothing in this rule allows licensees to share space 
beyond what is permitted in RCW 66.24.1472, 
66.24.710(7), and 66.24.800. 

Beyond the leasing of kitchen space provisions, 
clarifying that this rule is not intended to expand 
permissible space sharing. 

 
 

Statutory authority for adoption:  RCW 66.08.030; RCW 66.24.010; RCW 66.24.246; RCW 66.28.295  

Statute being implemented:  Engrossed House Bill 1602 (chapter 141, Laws of 2025), Second Substitute House Bill (2SHB) 
1701, (chapter 196, Laws of 2026); RCW 66.04.010; RCW 66.24.010; RCW 66.24.240; RCW 66.24.244; RCW 66.24.420; 
RCW 66.24.400; RCW 66.24.410; RCW 66.28.295 

Is rule necessary because of a: 

Federal Law? ☐  Yes ☒  No 

Federal Court Decision? ☐  Yes ☒  No 

State Court Decision? ☐  Yes ☒  No 

If yes, CITATION:       

Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal 
matters: None 

Name of proponent: (person or organization)   Washington State Liquor and Cannabis Board  

Type of proponent:  ☐ Private.  ☐ Public.  ☒ Governmental. 

Name of agency personnel responsible for: 

Name Office Location Phone 

Drafting    Daniel Jacobs, Rules & Policy 
Coordinator 

1025 Union Avenue, Olympia WA, 98504 360-480-1238 

Implementation  Becky Smith, Director of 
Licensing 

1025 Union Avenue, Olympia WA, 98504 360-664-1753 

Enforcement   Lawrence Grant, Director of 
Enforcement & Education 

1025 Union Avenue, Olympia WA, 98504 360-974-9567 

Is a school district fiscal impact statement required under RCW 28A.305.135? ☐  Yes ☒  No 

If yes, insert statement here: 
      

The public may obtain a copy of the school district fiscal impact statement by contacting: 

Name        

Address       

Phone        

Fax        

TTY        

Email        

Other        

Is a cost-benefit analysis required under RCW 34.05.328? 

☐  Yes: A preliminary cost-benefit analysis may be obtained by contacting: 

Name        

https://app.leg.wa.gov/wac/default.aspx?cite=314-03-200&pdf=true
https://lcb.wa.gov/sites/default/files/2026-05/WSR%2026-10-096_combined.pdf
https://lcb.wa.gov/sites/default/files/2026-05/WSR%2026-10-096_combined.pdf
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
https://app.leg.wa.gov/RCW/default.aspx?cite=66.24.010
https://apps.leg.wa.gov/rcw/default.aspx?cite=28A.305.135
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.328
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Address       

Phone        

Fax        

TTY        

Email        

Other        

☒  No:  Please explain: The proposed amended rules do not qualify as a type of rule requiring a cost-benefit analysis 

under RCW 34.05.328(5). The LCB is not a listed agency under RCW 34.05.328(5)(a)(i), so the cost-benefit analysis 
requirements in RCW 34.05.328 are not applicable to the proposed rules unless voluntarily applied or made applicable by 
the joint administrative rules review committee under RCW 34.05.328(5)(a)(ii). 

Regulatory Fairness Act and Small Business Economic Impact Statement 
Note: The Governor's Office for Regulatory Innovation and Assistance (ORIA) provides support in completing this part. 

(1) Identification of exemptions: 
This rule proposal, or portions of the proposal, may be exempt from requirements of the Regulatory Fairness Act (see 
chapter 19.85 RCW). For additional information on exemptions, consult the exemption guide published by ORIA. Please 
check the box for any applicable exemption(s): 

☐  This rule proposal, or portions of the proposal, is exempt under RCW 19.85.061 because this rule making is being 

adopted solely to conform and/or comply with federal statute or regulations. Please cite the specific federal statute or 
regulation this rule is being adopted to conform or comply with, and describe the consequences to the state if the rule is not 
adopted. 
Citation and description:       

☐  This rule proposal, or portions of the proposal, is exempt because the agency has completed the pilot rule process 

defined by RCW 34.05.313 before filing the notice of this proposed rule. 

☐  This rule proposal, or portions of the proposal, is exempt under the provisions of RCW 15.65.570(2) because it was 

adopted by a referendum. 

☒  This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(3). Check all that apply: 

☐ RCW 34.05.310 (4)(b) ☒ RCW 34.05.310 (4)(e) 

 (Internal government operations)  (Dictated by statute) 

☐ RCW 34.05.310 (4)(c) ☐ RCW 34.05.310 (4)(f) 

 (Incorporation by reference)  (Set or adjust fees) 

☐ RCW 34.05.310 (4)(d) ☐ RCW 34.05.310 (4)(g) 

 (Correct or clarify language)  ((i) Relating to agency hearings; or (ii) process 

   requirements for applying to an agency for a license 
or permit) 

☐  This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(4). (Does not affect small businesses). 

☐  This rule proposal, or portions of the proposal, is exempt under RCW       . 

Explanation of how the above exemption(s) applies to the proposed rule:  These rules are implementing legislation and 
passed by the Washington state legislature, signed by the Governor, and enacted into law and codified in amendments to 
existing statute. The rule changes are therefore dictated by statute, qualifying under RCW 34.05.310(4)(e).  

(2) Scope of exemptions: Check one. 

☒  The rule proposal: Is fully exempt. (Skip section 3.) Exemptions identified above apply to all portions of the rule proposal. 

☐  The rule proposal: Is partially exempt. (Complete section 3.) The exemptions identified above apply to portions of the rule 

proposal, but less than the entire rule proposal. Provide details here (consider using this template from ORIA):         

☐  The rule proposal: Is not exempt. (Complete section 3.) No exemptions were identified above. 

(3) Small business economic impact statement: Complete this section if any portion is not exempt. 

If any portion of the proposed rule is not exempt, does it impose more-than-minor costs (as defined by RCW 19.85.020(2)) 
on businesses? 

☐  No  Briefly summarize the agency’s minor cost analysis and how the agency determined the proposed rule did not 

impose more-than-minor costs.    . 

☐  Yes Calculations show the rule proposal likely imposes more-than-minor cost to businesses and a small business 

economic impact statement is required. Insert the required small business economic impact statement here: 
      

 

The public may obtain a copy of the small business economic impact statement or the detailed cost calculations by 
contacting: 

Name   

https://www.oria.wa.gov/site/alias__oria/934/Regulatory-Fairness-Act-Support.aspx
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85&full=true
https://www.oria.wa.gov/Portals/_oria/VersionedDocuments/RFA/Regulatory_Fairness_Act/RFA-Exemptions.docx
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.061
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.313
https://apps.leg.wa.gov/rcw/default.aspx?cite=15.65.570
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.025
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.025
https://www.oria.wa.gov/RFA-Exemption-Table
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Address   

Phone   

Fax   

TTY        

Email   

Other        

 
Date: July 1, 2026 

 

Name: Jim Vollendroff 
 

Title: Chair 

Signature: 

Place signature here 

 



NEW SECTION

WAC 314-02-006  Liquor licensee leases.  (1) Definitions. The 
following definitions apply within this rule:

(a) "Lease" means a transfer of the right to possession and use 
of real or personal property for a term in return for consideration.

(b) "Lessee" means a person who acquires the right to possession 
and use of real or personal property under a lease.

(c) "Lessor" means a person who transfers the right to possession 
and use of real or personal property under a lease.

(d) "Person" means an individual or entity such as a partnership, 
association, limited liability corporation, not-for-profit organiza-
tion, or a corporation.

(e) "Separate space" as used in RCW 66.28.295(16), means areas 
separated by physical barriers.

(2)(a) Consistent with RCW 66.24.010 (13)(c), all lease agree-
ments, operating agreements, and other contracts in existence between 
licensees, businesses, and the lessor, and between lessors and les-
sees, and amongst lessees, must be submitted to the board.

(b) All agreements and contracts described in (a) of this subsec-
tion must also be kept and maintained consistent with WAC 314-11-095.

(3) Lease of kitchen space: A lessor that leases use of its 
kitchen to a lessee must comply with the following:

(a) Lessor must ensure that the lessee holds all required state 
and local business licenses before operating out of the kitchen;

(b) Licensees must maintain separate secure storage of their al-
cohol inventory when leasing kitchen space; and

(c) A licensee may lease out their kitchen space but may not con-
tract out their food service unless:

(i) The licensee does not have a food service requirement; or
(ii) As permitted in WAC 314-02-015, 314-02-035, or 314-02-045.
(4) All leases under this section must comply with the following:
(a) Leases shall not contain any profit or revenue sharing;
(b) Leases shall not require that the lessee serve products made 

by the lessor;
(c) Leases shall not require that the lessee advertise products 

made by the lessor; and
(d) Leases shall not require any activity prohibited by WAC 

314-12-140 or other sections of Title 314 WAC.
(5) Nothing in this rule allows licensees to share space beyond 

what is permitted in RCW 66.24.1472, 66.24.710(7), and 66.24.800.
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AMENDATORY SECTION (Amending WSR 15-11-106, filed 5/20/15, effective 
6/20/15)

WAC 314-07-020  Liquor license qualifications and application 
process.  Each liquor license application is unique and investigated 
individually. The board may inquire and request documents regarding 
all matters in connection with the liquor license application. Follow-
ing is a general outline of the liquor license application process.

(1) Per RCW 66.24.010, the board shall send a notice to the local 
authority regarding the liquor license application. The local authori-
ty has ((twenty)) 20 days to respond with a recommendation to approve 
or an objection to the applicant, location, or both.

(a) The local authority may submit a written request to the board 
for an extension for good cause shown.

(b) If the application is within a board-recognized alcohol im-
pact area, the board will give the local authority ((sixty)) 60 days 
to comment on the liquor license application or assumption (see WAC 
314-12-215(((7))) (6) for more information).

(2) For an application for a new liquor license privilege, the 
board may require a public posting notice to be posted at the site for 
((fourteen)) 14 days.

(3) For an application for a new liquor license privilege, the 
board shall notify schools, churches, or public colleges or universi-
ties within ((five hundred)) 500 feet of the business (see RCW 
66.24.010(9) for more information).

(4) The board will verify that the proposed business meets the 
minimum requirements for the type of license or privilege requested.

(5) The board may conduct an investigation of the applicants' 
criminal history and administrative violation history, per WAC 
314-07-040 and 314-07-045.

(6) The board may conduct a financial investigation in order to 
verify the source of funds used for the acquisition and startup of the 
business.

(7)(a) The board will conduct an investigation to establish the 
applicant's exclusive right to the real and personal property and to 
verify the true party(ies) of interest.

(b) Licensees are permitted to engage in leases consistent with 
RCW 66.24.010(13) and 66.28.295(16), and WAC 314-02-006.

(c) Beer and/or wine licensees are permitted to engage in con-
tracts, leases, or subleases to satisfy food service requirements con-
sistent with RCW 66.24.240, 66.24.244, and 66.24.320, and WAC 
314-02-045.

(d) Spirits, beer, and wine licensees are permitted to engage in 
contracts, leases, or subleases to satisfy food service requirements 
consistent with RCW 66.24.240, 66.24.244, and 66.24.400, and WAC 
314-02-015 and 314-02-035.

(8) The board may provide a briefing on liquor laws and rules.
(9) The board may conduct a final inspection of the proposed li-

censed business, in order to determine if the applicant has complied 
with all the requirements of the license or privilege requested.

(10) Per RCW 66.24.010 (2)(a), all applicants must have resided 
in the state of Washington for at least one month prior to issuance of 
a liquor license. For a corporation or a limited liability company, 
the entity meets this residency requirement if the entity was formed 
in Washington or has a certificate of authority to do business in 
Washington.
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(11) All applicants and true parties of interest must be at least 
((twenty-one)) 21 years of age.

(12) Upon failure to respond to the board licensing and regula-
tion division's requests for information within the timeline provided, 
the application will be administratively closed.
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AMENDATORY SECTION (Amending WSR 21-03-095, filed 1/20/21, effective 
2/20/21)

WAC 314-12-140  Prohibited practices—Contracts—Gifts—Rebates, 
etc.  (1) No industry member or retailer shall enter into any agree-
ment which causes undue influence over another retailer or industry 
member. This regulation shall not be construed as prohibiting the 
placing and accepting of orders for the purchase and delivery of liq-
uor which are made in accordance with the usual and common business 
practice and which are otherwise in compliance with the regulations.

(2) Except as permitted under RCW 66.28.310, no industry member 
shall advance and no retailer, any employee thereof, or applicant for 
a retail liquor license shall receive money or money's worth under any 
written or unwritten agreement or any other business practice or ar-
rangement such as:

(a) Gifts;
(b) Discounts;
(c) Loans of money;
(d) Premiums;
(e) Rebates;
(f) Free liquor of any kind; or
(g) Treats or services of any nature whatsoever except such serv-

ices as are authorized in this regulation.
(3) Pursuant to RCW 66.28.310 and 66.44.318 an industry member or 

licensed agent may perform the following services for a retailer:
(a) Build, rotate, and restock displays, utilizing filled cases, 

filled bottles or filled cans of its own brands only, from stock or 
inventory owned by the retailer.

(b) Rotate, rearrange or replenish bottles or cans of its own 
brands on shelves or in the refrigerators but is prohibited from rear-
ranging or moving displays of its products in such a manner as to cov-
er up, hide or reduce the space of display of the products of any oth-
er industry member.

(c) Industry members or any employees thereof may move or handle 
in any manner any products of any other manufacturer, importer or dis-
tributor on the premises of any retail licensee when a two-day notice 
is given to other interested industry members or their agents and such 
activity occurs during normal business hours or upon hours that are 
mutually agreed.

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

(e) Provide point of sale advertising material and brand signs.
(f) Provide sales analysis of beer and wine products based on 

statistical sales data voluntarily provided by the retailer involved 
for the purpose of proposing a schematic display for beer and wine 
products. Any statistical sales data provided by retailers for this 
purpose shall be at no charge.

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

(h) Licensees holding nonretail class liquor licenses are permit-
ted to allow their employees between the ages of ((eighteen)) 18 and 
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((twenty-one)) 21 to stock, merchandise, and handle liquor on or about 
the:

(i) Nonretail premises if there is an adult ((twenty-one)) 21 
years of age or older on duty supervising such activities on the prem-
ises; and

(ii) Retail licensee's premises, except between the hours of 
11:00 p.m. and 4:00 a.m., as long as there is an adult ((twenty-one)) 
21 years of age or older, employed by the retail licensee, and present 
at the retail licensee's premises during the activities.

Any act or omission of the nonretail class liquor licensee's em-
ployee occurring at or about the retail licensee's premises, which vi-
olates any provision of this title, is the sole responsibility of the 
nonretail class liquor licensee.

(4)(a) No industry member or employee thereof shall, directly or 
indirectly, give, furnish, rent or lend to, or receive from, any re-
tailer, any equipment, fixtures, supplies or property of any kind, nor 
shall any retail licensee, directly or indirectly, receive, lease or 
borrow from, or give or offer to, any industry member any equipment, 
fixtures, supplies or property of any kind. Sales authorized in this 
regulation shall be made on a cash on delivery basis only.

(b) Licensees are permitted to engage in leases consistent with 
RCW 66.24.010(13), 66.28.295(16), and WAC 314-02-006.

(5) No industry member or employee thereof shall sell to any re-
tail licensee or solicit from any such licensee any order for any liq-
uor tied in with, or contingent upon, the retailer's purchase of some 
other beverage, alcoholic or otherwise, or any other merchandise, 
property or service.

(6) In selling equipment, fixtures, supplies or commodities other 
than liquor, no industry member shall grant to any retailer, nor shall 
such retailer accept, more favorable prices than those extended to 
nonlicensed retailers. The price thereof shall be not less than the 
industry member's cost of acquisition. In no event shall credit be ex-
tended to any retailer.

(7) Any industry member who sells what is commonly referred to as 
heavy equipment and fixtures, such as counters, back bars, stools, 
chairs, tables, sinks, refrigerators or cooling boxes and similar ar-
ticles, shall immediately after making any such sales have on file and 
available for inspection, records including a copy of the invoice cov-
ering each such sale, which invoice shall contain the following infor-
mation:

(a) A complete description of the articles sold;
(b) The purchase price of each unit sold together with the total 

amount of the sale;
(c) Transportation costs and services rendered in connection with 

the installation of such articles; and
(d) The date of such sale and affirm that full cash payment for 

such articles was received from the retailer as provided in subsection 
(4) of this section.

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