4~ X\ Washington State
<%/A Liquor Control Board

BOARD MEETING AGENDA

Wednesday, December 12, 2012
Headquarters Building
3000 Pacific Ave SE, Olympia WA 98501
10:00 a.m.

Call to Order

Approval of Minutes Board Members

Board Approval to File - Karen McCall
CR 102 on WAC 314-02-
015 and WAC 314-02-

045 (Restaurant Hours of
Operation)

Board Approval to File Karen McCall
CR 102 on WAC 314-02-

105 (Beer/Wine Specialty
Shop Tastings)

New Business Board Members

Old Business Board Members

Recess/Adjourn




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

Operation
Date: October 10, 2012
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file the
proposed permanent rules (CR 102) to amend WAC 314-02-015 — What is a
spirits, beer, and wine restaurant license?, and WAC 314-02-045 — What is a
beer and wine restaurant license?

Why is rule making necessary?

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

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

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

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

What changes are being proposed?

WAC 314-02-015 What is a spirits, beer, and wine restaurant license?
Changed the required days of operation from “five” to “three”. Removed the
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language allowing licensees to request an exception to the required hours of
operation due to hardship.

WAC 314-02-045 What is a beer and/or wine restaurant license?
Changed the required days of operation from “five” to “three”. Removed the
language allowing licensees to request an exception to the required hours of
operation due to hardship.

Attachment: WAC 314-02-015
WAC 314-02-045
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~X\ Washington State
Liquor Control Board

Date: December 12, 2012

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

From: Karen McCall, Agency Rules Coordinator

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

Subject: Approval for filing proposed rules (CR 102) to amend WAC 314-02-
015 and WAC 314-02-045 regarding the required hours of operation
for a restaurant licensee.

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

Process

The Rules Coordinator requests approval to file proposed rules (CR 102) for the rule
making described above. An issue paper on this rule was presented at the Board
meeting on December 12, 2012, and is attached to this order.

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

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

January 2, 2013 Code Reviser publishes notice, LCB sends notice to
rules distribution list

February 1, 2013 End of written comment period

February 6, 2013 Public hearing held

February 6, 2013 End of written comment period

February 13, 2013 Board is asked to adopt rules

February 13, 2013 Agency sends notice to those who commented both at
the public hearing and in writing.

February 13, 2013 Agency files adopted rules with the Code Reviser (CR
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103)

March 16, 2013 Rules are effective (31 days after filing)
Approve Disapprove
Sharon Foster, Chairman Date
Approve Disapprove

Ruthann Kurose, Board Member Date

Approve Disapprove

Chris Marr, Board Member Date

Attachment: Issue Paper
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AMENDATORY SECTION (Amending WSR 11-23-045, filed 11/9/11,
effective 12/10/11)

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 glass for on-premises
consumption;

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

(c) Serve wine for on-premises consumption;

(d) Allow patrons to remove recorked wine from the licensed
premises;

(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.
This endorsement also allows the sale of beer to a purchaser in a
sanitary container brought to the premises by the purchaser or
furnished by the licensee and filled at the tap by the retailer at
the time of sale.

(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 8:00 a.m. and 11:00
p.m., ((ffve)) three days a week. ( (Theboardmay cormrsider—written
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(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).

AMENDATORY SECTION (Amending WSR 11-23-045, filed 11/9/11,
effective 12/10/11)

WAC 314-02-045 What is a beer and/or wine restaurant license?
(1) Per RCW 66.24.320 and 66.24.354, this 1license allows a
restaurant to:

Privilege Annual fee

(a) Serve beer by the bottle or can or $200
by tap for on-premises consumption.
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Privilege

Annual fee

(b) Serve wine for on-premises
consumption (see RCW 66.24.320
regarding patrons removing recorked
wine from the premises).

$200

(c) Sell beer and/or wine in the
original, unopened containers for off-
premises consumption.

$120

(d) Sell tap beer for off-premises
consumption in a sanitary container
holding less than four gallons of beer,
and brought to the premises by the
purchaser.

In conjunction
with off-
premises
privilege
outlined in
subsection (c).

(e) Sell beer in kegs or other containers
holding at least four gallons of beer
(see WAC 314-02-115 regarding the
requirements for registering kegs).

In conjunction
with off-
premises
privilege
outlined in
subsection (c).

(2) All applicants for a beer and/or wine restaurant license
must establish, to the satisfaction of the board, that the premises
will operate as a bona fide restaurant, as defined 1in RCW
66.04.010(30).

(a) Minimum food service is required, as defined in WAC 314-
02-010.

(b) To obtain and maintain a beer and/or wine restaurant
license, the restaurant must be open to the public at least five
hours a day, ((ffve)) three days a week.
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(3) If a beer and/or wine restaurant's dedicated dining area
comprises less than fifteen percent of the total customer service
area, the premises must maintain a tavern license (see WAC 314-02-
070 regarding the tavern license).
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Washington State Liquor Control Board
Issue Paper
Rule Making on Beer/Wine Specialty Store Tastings

Date: December 12, 2012
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file the
proposed permanent rules (CR 102) to amend WAC 314-02-105 — What is a
beer and/or wine specialty store license.

Why is rule making necessary?

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

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

Total Wine and More submitted a petition for rulemaking to allow the holder of a
beer/wine specialty store license that qualifies for tastings to serve up to a total
of twelve ounces of beer or wine to a customer during any one visit to the
premises. Employees conducting the tastings must hold a MAST permit.

What changes are being proposed?

WAC 314-02-105 What is a beer and/or wine specialty store license?
Added requirement that employees conducting the sampling must hold a class 12
permit. Also changed the total humber of ounces that may be served to each
customer from eight to twelve.

Attachment: WAC 314-02-105
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~X\ Washington State
Liquor Control Board

Date: December 12, 2012

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

From: Karen McCall, Agency Rules Coordinator

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

Subject: Approval for filing proposed rules (CR 102) to amend WAC 314-02-
105 What is a Beer and/or Wine Specialty Store license?

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

Total Wine and More submitted a petition for rulemaking to allow the holder of a
beer/wine specialty store license that qualifies for tastings to serve up to a total of
twelve ounces of beer or wine to a customer during any one visit to the premises.
Employees conducting the tastings must hold a MAST permit.

Process

The Rules Coordinator requests approval to file proposed rules (CR 102) for the rule
making described above. An issue paper on this rule was presented at the Board
meeting on December 12, 2012, and is attached to this order.

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

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

January 2, 2013 Code Reviser publishes notice, LCB sends notice to
rules distribution list

February 1, 2013 End of written comment period

February 6, 2013 Public hearing held

February 6, 2013 End of written comment period

CR 102 B/W Spec Shop tastings 1 12/12/12





February 13, 2013 Board is asked to adopt rules
February 13, 2013 Agency sends notice to those who commented both at
the public hearing and in writing.
February 13, 2013 Agency files adopted rules with the Code Reviser (CR
103)
March 16, 2013 Rules are effective (31 days after filing)
Approve Disapprove
Sharon Foster, Chairman Date
Approve Disapprove

Ruthann Kurose, Board Member Date

Approve Disapprove

Chris Marr, Board Member Date

Attachment: Issue Paper
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AMENDATORY SECTION (Amending WSR 11-23-045, filed 11/9/11,
effective 12/10/11)

WAC 314-02-105 What is a beer and/or wine specialty store
license? (1) Per RCW 66.24.371, a beer and/or wine specialty store
license allows a licensee to sell beer and/or wine for off-premises
consumption.

(2) The annual fee for this license is one hundred dollars.

(3) Qualifications for license - To obtain and maintain a beer
and/or wine specialty store license, the premises must be stocked
with an inventory of beer and/or wine in excess of three thousand
dollars wholesale value. This inventory must be:

(a) Stocked within the confines of the licensed premises; and

(b) Maintained on the premises at all times the premises 1is
licensed, with the exception of beginning and closing inventory for
seasonal operations or when the inventory 1is being sold out
immediately prior to discontinuing or selling the business.

(4) Qualifications to sample - A beer and/or wine specialty
store licensee may allow customers to sample beer and wine for the
purpose of sales promotion, if the primary business is the sale of
beer and/or wine at retail, and the licensee meets the requirements
outlined in either (a) or (b) of this subsection:

(a) A licensee's gross retail sales of ((beer—and/for—wine))
alcohol exceeds fifty percent of all annual gross sales for the
entire business; or

(b) The licensed premises is a beer and/or wine specialty
store that conducts bona fide cooking classes for the purpose of
pairing beer and/or wine with food, under the following conditions:

(1) The licensee must establish to the satisfaction of the
board that the classes are bona fide cooking courses. The licensee
must charge participants a fee for the course(s).

(1i) The sampling must be limited to a clearly defined area of
the premises.

(iii) The 1licensee must receive prior approval from the
board's 1licensing and regulation division before conducting
sampling with cooking classes.

(iv) Once approved for sampling, the licensee must provide the
board's enforcement and education division a list of all scheduled
cooking classes during which beer and/or wine samples will be
served. The licensee must notify the board's enforcement and
education division at least forty-eight hours in advance if classes
are added.

(5) Licensees who qualify for sampling under subsection (4) of
this ((rute)) section may sample under the following conditions:

(a) Emplovees conducting sampling must hold a class 12 alcohol
server permit;

(b) No more than a total of ((etght)) twelve ounces of alcohol
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may be provided to a customer during any one visit to the premises;

((tor)) (c) Each sample must be two ounces or less; and

((f=r)) [(d) No more than one sample of any single brand and
type of beer or wine may be provided to a customer during any one
visit to the premises.

(6) A beer and/or wine specialty store licensee may sell beer
in kegs or other containers holding at least four gallons of beer.
See WAC 314-02-115 regarding keg registration requirements.

(7) A beer and/or wine specialty store licensee may receive an
endorsement to permit the sale of beer to a purchaser in a sanitary
container brought to the premises by the purchaser, or provided by
the licensee or manufacturer, and filled at the tap by the licensee
at the time of sale under the following conditions:

(a) The beer and/or wine specialty store sales must exceed
fifty percent of their total sales; or

(b) The board may waive the fifty percent beer and/or wine
sale criteria if the beer and/or wine specialty store maintains a
wholesale alcohol inventory that exceeds fifteen thousand dollars.
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