, OFFICE OF THE
WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — August 17, 2011

Chair Foster called the regular meeting of the Washington State Liquor Control Board to order at 10:02 a.m., on
Wednesday, August 17, 2011 in the Boardroom, 3000 Pacific Avenue SE, Olympia, Washington. Member Kurose
participated by telephone and Member Marr was also present.

Approval of Minutes
There minutes from the July 27, 2011 and August 10, 2011 meetings were approved.

Board Approval — Interim Policy — Defining Wine of its OQwn Production

Alan Rathbun, Director of Licensing, presented the draft Interim Policy regarding defining wine of its own production
to resolve an issue where large burdens were placed on a Washington licensed domestic winery due to the Liquor
statutory and regulatory provisions. For example, if a Washington winery located in Washington also owns and
operates a winery in Oregon within the same TTB appellation and the majority of the production occurs in Oregon,
they cannot sell or market the products produced in Oregon from the Washington winery location. Because a new
license would need o be added, they would have to create a different entity which would result in three separate
entities with reporting requirements to multiple agencies. This interim policy would lessen the administrative burden
under the conditions listed in the policy. Steve Kenyon of the Otis Kenyon Winery, provided comments in support
of this interim policy and thanked Pat Kohler, Rick Garza and Alan Rathbun for their responsiveness in coming up
with a creative solution. Chair Foster commented that in line with the Governor’s priorities, the LCB is supportive of
lessening the requirements on small businesses. Member Marr inquired as to whether this might create another
problem if an Oregon winery were to purchase minimal acreage in Washington and then get an advantage over
“Washington wing”. Mr. Kenyon responded that this scenario was brought before the Washington Wine Institute and
it was not an area of concern. Jean Leonard of the Washington Wine Institute also provided comment in support
and wished to commend all involved. Member Kurose expressed her support of this interim policy as well. Rick
Garza, Deputy Director, thanked Alan Rathbun and Licensing staff for their creativity and hard work. Member Marr
made a motion {o approve; Member Kurose seconded the motion. All were in favor.

Product Recommendations
Debi Besser, Director of Purchasing, presented the list of product recommendations to the Board. Member Marr
made a moticn fo approve the list; Member Kurose seconded the motion. All were in favor.

New Business
There was no new business.

Old Business:
There was no old business.

The Board Meeting was adjourned at 10:33 a.m

NP /A

Sharon Foster Chair Ruthann Kurose, Board Member Chris Marr, Board Member
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Liquor Control Board Interim Policy #08-2011

Subject: Defining “wine of its own production” as referenced in
: RCW 66.24.170 for a specific circumstance

Effective Date: August 17, 2011

Ending Date: Upon adoption of rule(s) to implerrient this policy.

Approved: . %&w et

~ Sharon Foster, Chairman

Ruthanﬁ’ K{irose? Board Member

Chris’'Marr, Board Member

Purpose:

The purpose of Liquor Control Board Interim Policy #08-2011 is to define “wine of
its own production” for a specific circumstance as it relates to the privileges
granted a Washington domestic winery under RCW 66.24.170.

Background:

A Washington licensed domestic winery expressed concerns to LCB
management that our regulations placed large burdens on his business. This
winery operator, located in Walla Walla, also owns and operates an Oregon
licensed winery. Both wineries operate within the same TTB-authorized Walla
Woalla Valley appellation. The vast majority of the wine produced by these two
wineries occurs in Oregon.

In this licensee’s experience, he cannot market or sell the products he produces
in Oregon at his Washington winery location. Further, while he is authorized to
operate a “second location” in Washington, that location cannot retail or allow
tasting of the wine produced in Oregon even though the wine is manufactured
under the same ownership within the same appellation. The reason behind this
restriction is that Washington law grants privileges to domestic wineries but those
privileges are applied only to wine of their own production, meaning wine
produced (fermented) in Washington. In order to market and sell his Oregon-
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produced wine, this licensee must be licensed as a retailer, namely a “beer and
wine specialty shop”. This new license adds another obstacle, because he owns
a manufacturing entity (winery), ownership of a retail entity requires him to
organize this retail license under a different entity than that of his winery license -
(RCW 66.28.290).

As a result of these obstacles this winery owner has three separate business
entities, each with reporting requirements to multiple state agencies and the
related administrative burden to his business.

Policy Statement:

A domestic winery holding a valid license in both Washington and Oregon may
market and distribute wine produced in Oregon utilizing their license in
Washington as the premise for said transactions if the following conditions are
met:

¢ The licensee must request approval of the LCB to market and retail their
Oregon product at their Washington premises. Approval will be granted
based on documentation that demonstrates compliance with interim policy
cond|t|ons

» The licensee must demonstrate a valid Oregon winery license and that the
underlying ownership (same people)} of the Oregon license is identical to
that of the Washington license.

* Both the Washington and Oregon wineries must manufacture wine within
the same TTB authorized appellation.

¢ Oregon wine to be marketed and/or sold in Washington must have the
appropriate taxes paid (RCW 66.24.210).

WACSs to be amended:

Because this is a “special circumstance’, it is recommended that this be
addressed in a separate WAC section

Attachments:
RCW 66.24.170
66.24.210
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WASHINGTON STATE LIQUOR CONTROL BOARD
INTEROFFICE CORRESPONDENCE

Date: August 17, 2011

To: Chairman Sharon Foster
Board Member Ruthann Kurose
Board Member Chris Marr

From:  Debi Besser, Director of Purchasing

Subject: PRODUCT RECOMMENDATIONS

In accordance with the criteria set forth in Agency Policy #915 Listing and Delisting Liquor
Products, I recommend that the Board approve the following actions.

1 recommend the Board approve the following vegular listings:
Whipped Jack Flavored Rum, 750ml ($12.95)

Pinnacle Cotton Candy Flavored Vodka, 750ml ($15.95)
Bacardi Qakheart Spiced Rum, 750mI ($19.95)
Glenmorangie Finalta Scotch, 750ml (§$79.95)

Malibu Cranberry Cherry Rum, 750m1 ($14.95)

British Navy Pusser’s Rum, 750mi"($29.95)

Lyle Style Mild Bloody Mary, 32 oz ($5.99)

Lyle Style Hot & Spicy Bloody Mary, 32 oz ($5.99)
Sailor Jerry Spiced Navy Rum, 750mi Traveler ($22.95)
14 Hands Cabernet Sauvignon WA ($10.99)

14 Hands Merlot WA ($10.99)

14 Hands Chardonnay WA ($10.99)

Master of Mixes Big Bucket Margarita Mix, 3.0L ($7.99)

I recomutend the Board approve the following S-code listing:
Licor 43 Liqueur, 750ml ($28.95)

I recommend the Board approve the following One-Time-Only listings:
Ardbeg Alligator Scotch, 750ml ($94.95)

Corazon Blanco Tequila, 375ml ($10.95)

Corazon Reposado Tequila, 375mi ($11.95)

Johnnie Walker Double Black Scotch, 750ml ($44.95)

Blue Flame Vodka, 750ml! ($39.93)

Blue Flame Gin, 750ml ($39.95)

Ultimat Vodka, 750ml ($39.95)

I recommend the Board does not list the following products:
360 Bing Cherry Vodka, 750ml ($19.95)

Montego Bay Coconut Rum, 750ml ($10.95)
Burnett’s Whipped Cream Vodka, 750ml {($12.45)
Burnett’s Orange Cream Vodka, 750mi ($12.45)
Ronrico Clipper Spiced Rum, 750ml {$11.95)

Chi Chi Gold Margarita, 1.75L ($19.95)

Chi Chi Skinny Margarita, [.75L ($19.95)

Wild Shot Silver Mezcal, 750ml ($48.95)

Elastico Blanco Tequila, 750mi {$59.95)

Carreta De Oro Anejo Tequila, 750ml ($42.95)
Carreta De Oro Reposado Tequila, 750ml ($32.95)
Carreta De Oro Blanco Tequila, 750ml ($26.95)

continued...
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