R\! Washington State
/4 Liquor and Cannabis Board

Date: October 18, 2017

To: Jane Rushford, Board Chair
Ollie Garrett, Board Member
Russ Hauge, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Peter Antolin, Deputy Director
Justin Nordhorn, Chief of Enforcement
Becky Smith, Licensing Director

Subject: Approval for filing a pre-proposal statement of inquiry (CR 101) to
create rules for the use of self-dispensing wine and beer machines

This rulemaking is the result of a petition for rulemaking submitted by the liquor licensee
of Tri-Cities Tap and Barrel, a tavern license. The licensee has requested the board
open rulemaking to allow the use of self-dispensing wine machines in on-premises retalil
licensed locations.

Process

The Rules Coordinator requests approval to file the pre-proposal statement of inquiry
(CR 101) for the rule making described above. An issue paper on this rule was
presented at the Board meeting on October 18, 2017, and is attached to this order.

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

October 18, 2017 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101)

November 1, 2017 Code Reviser publishes notice, LCB sends notice to
rules distribution list

December 1, 2017 End of written comment period

December 13, 2017 Board is asked to approve filing the proposed rules (CR
102 filing)

January 3, 2018 Code Reviser publishes notice, LCB sends notice to
rules distribution list

January 24, 2018 Public Hearing held

January 24, 2018 End of written comment period

February 7, 2018 Board is asked to adopt rules

February 7, 2018 Agency sends notice to those who commented both at
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the public hearing and in writing.

February 7, 2018

Agency files adopted rules with the Code Reviser (CR
103)

March 10, 2018

Rules are effective (31 days after filing)

Approve

Approve

Approve

Attachment: Issue Paper
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Disapprove
Jane Rushford, Chair Date
Disapprove
Ollie Garrett, Board Member Date
Disapprove

Russ Hauge, Board Member Date

10/18/17



Washington State Liquor and Cannabis Board

Issue Paper

Self-Dispensing Beer and Wine Machines
Date: October 18, 2017

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
first stage of rule making (CR 101) to allow the use of self-dispensing beer and
wine machines by on-premises beer and wine licensees.

Why is rule making necessary?
A petition for rulemaking was submitted the liquor licensee of Tri-
Cities Tap and Barrel, a tavern license. The licensee has requested
the board open rulemaking to allow the use of self-dispensing wine
machines in on-premises retail licensed locations.

Background

The board adopted Interim Policy #01-2011 on February 2, 2011,
which allows the use of self-dispensing wine machines for wine
tastings at a winery premises with proper supervision.

The board also adopted Interim Policy #07-2011 on August 10, 2011,
allowing the use of self-service beer taps at a liquor licensed
premises.

Process

The rule making process begins by announcing LCB’s intent to add and make
changes to existing rules by filing a CR 101 form. This allows staff and
stakeholders to begin discussing necessary rule changes. At the CR 101 stage of
the process, no proposed language is offered. The public may comment on the
subject of this rulemaking during the designated comment period. Notice will be
sent to all who have indicated that they want to receive notice of rule changes.
The notice will identify the public comment period and where comments can be
sent. Based on public input received, staff will draft proposed changes for
presentation to the Board at the next phase of the rule making process.
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R\ Washington State
Liquor and Cannabis Board

Date: October 18, 2017

To: Jane Rushford, Board Chair
Ollie Garrett, Board Member
Russ Hauge, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Peter Antolin, Deputy Director
Justin Nordhorn, Chief of Enforcement
Becky Smith, Licensing Director

Subject: Approval for filing proposed rules (CR 102) to review and revise non-
retail rules in Chapter 314-20 WAC, Chapter 314-24 WAC, and 314-28
WAC

As part of the Liquor Control Board’s on-going rules review process, WAC Chapters
314-20 Brewers, 314-24 Wineries, 314-28 Distillers, are being reviewed for relevance,
clarity, and accuracy. New rules are also needed to implement SHB 1038, SSB 5589,
and ESB 5834 passed in the 2017 legislative session.

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 October 18, 2017, and is attached to this order.

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

October 18, 2017 Board is asked to approve filing the proposed rules (CR
102 filing)
November 1, 2017 Code Reviser publishes notice, LCB sends notice to

rules distribution list

November 29, 2017 Public Hearing held

November 29 2017 End of written comment period

December 13, 2017 Board is asked to adopt rules

December 13, 2017 Agency sends notice to those who commented both at
the public hearing and in writing.

December 13, 2017 Agency files adopted rules with the Code Reviser (CR
103)
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| January 13, 2018

| Rules are effective (31 days after filing)

Approve

Approve

Approve

Attachment: Issue Paper

CR 102 Non-Retail Rules Review 2

Disapprove
Jane Rushford, Chair Date

Disapprove
Ollie Garrett, Board Member Date

Disapprove
Russ Hauge, Board Member  Date
10/18/17



Washington State Liquor and Cannabis Board

Issue Paper

Rule Making on WAC Chapters 314-20 Brewers, 314-
24 Wineries, and 314-28 Distillers,

Date: October 18, 2017
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
proposed rules for three chapters in 314 WAC.

Why is rule making necessary?

As part of the Liquor and Cannabis Board’s on-going rules review process, rules
in the following WAC Chapters are being reviewed for relevance, clarity, and
accuracy:

e Chapter 314-20 Beer — Brewers, holders, importers, etc.
e Chapter 314-24 Domestic wineries and domestic wine distributors
e Chapter 314-28 Distillers

Rules are also proposed to implement the following bills passed in the 2017
legislative session:

e SHB 1038 — increasing the number of tasting rooms allowed for wineries

e SSB 5589 — Addresses promotional items and spirits sampling at a
distillery

e ESB 5834 — Creates a bonded and non-bonded spirits warehouse

What changes are being made?
Amended Section. WAC 314-20-001 Definitions. Clarified this section by
referring to RCW 66.04.010 for definitions.

Amended Section. WAC 314-20-015 Licensed brewers — Retail sales of
beer on brewery premises — Beer served without charge on premises —
Spirit, beer, and wine restaurant operation. Added language to include the
conditions where licensed beer manufacturers and their employees may sample
beer of their own manufacture.

Amended Section. WAC 314-20-017 Brewery and microbrewery retail liquor
licenses — Selling kegs and containers. Removed definitions and clarified the
sale of kegs and containers of beer (growlers) were for off-premises
consumption.
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Amended Section. WAC 314-20-018 Farmer’s market beer and wine
sampling. Clarified that sealed bottles of wine and/or beer can be sold at retail
at a farmer’s market.

Amended Section. WAC 314-20-020 Beer labels — Certificate of label
approval required — Labels to be submitted. Clarified that a copy of the
federal certificate of label approval must be submitted to the board for any beer
intended for sale in the state of Washington.

Amended Section. WAC 314-20-030 Packages — Classification. Minor
language cleanup.

Amended Section. WAC 314-20-055 Microbrewery warehouse license.
Clarified what can be stored at a microbrewery warehouse and included
language that microbreweries may not share warehouse space.

Amended Section. WAC 314-20-090 Cash sales. Minor language cleanup.

New Section. WAC 314-20-092 Microbrewery alternating
proprietorships. Included language on what is required of a microbrewery
alternating proprietorship.

Amended Section. WAC 314-20-100 Beer suppliers and distributors.
Added language that third-party delivery is prohibited.

Amended Section. WAC 314-20-110 Beer importers — Principal office.
Removed the words “or by telegraph” from the rule.

Repealed Section. WAC 314-20-120 Beer importers — Warehouses.
Repealed Section. WAC 314-20-170 Holders of certificate of approval.

New Section. WAC 314-20-260 Consumer orders, internet sales, and
delivery for domestic brewery and microbrewery licensees. Added the
requirements for internet sales and delivery to customers.

Amended Section. WAC 314-24-001 Definitions. Clarified this section by
referring to RCW 66.04.010 for definitions.

Amended Section. WAC 314-24-003 Standards of identity for wine. Removed
federal language and referred to the standards set forth by TTB.

Amended Section. WAC 314-24-006 Substandard wines prohibited. Referred to
standards set forth by TTB.
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New Section. WAC 314-24-008 Application procedure for domestic wineries.
Included the application procedure in rule.

Amended Section. WAC 314-24-040 Wine labels — Federal certificate of label
approval required — Labels to be submitted. Referred to TTB.

Amended Section. WAC 314-24-060 Quality standards. Removed federal
language and referred to minimum requirements set by the TTB.

Amended Section. WAC 314-24-070 Domestic wineries — Purchase and use of
bulk wines, brandy, or wine spirits — Import permit required — Records — Wine
returned to Washington. Added the words “of this section” for clarity.

Amended Section. WAC 314-24-080 Containers — Sizes and types permitted.
Removed federal language and referred to TTB.

Amended Section. WAC 314-24-090 Wine labels. Clarified all labels must be
approved by TTB and the COLA must be submitted to the board. For labels not
requiring federal COLA, a form prescribed by the board shall be completed and
submitted to the board for approval.

Amended Section. WAC 314-24-100 Domestic wineries — Responsibility for
fruits used — Records. Clarified records must be kept for a minimum of three
years.

Amended Section. WAC 314-24-105 Application procedure - Wine distributor’'s
or importer’s license. Clarified a copy of an approved wholesaler permit issued
by TTB must be included with the application.

Amended Section. WAC 314-24-115 Wine importers — Requirements. Clarified
each wine importer must notify the board of the principal office not less than 30
days prior to any change in the location of the office. Included language that the
board must approve the location of any warehouse where wine is stored.

Amended Section. WAC 314-24-117 Wine certificate of approval. Removed the
fees. They can be found in RCW.

Amended Section. WAC 314-24-120 Importation of foreign wine — United States
wineries — Reports — Records. Clarified language allowing Wine COAs to ship
wine to licensed wine importers and/or distributors.

Amended Section. WAC 314-24-160 Domestic wineries — Retail sales of wine on
winery premises — Wine served without charge on premises — Spirit, beer and
wine restaurant operation. Added reference to WAC 314-24-006 for conditions to
sell wine for off-premises consumption in sanitary containers. Clarified that
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wineries holding a retail license must follow the appropriate rules for the retail
license. Clarified when licensees and their employees may sample wine of their
own production.

Amended Section. WAC 314-24-161 Changed the number of additional
locations allowed from two to four. Included language that licensees applying for
an additional location where other wineries are location must provide a letter from
each winery sharing the additional location that acknowledges and accepts the
conditions of the subsection. Removed the prohibition on free samples at the
additional location.

New Section. WAC 314-24-162 Domestic winery alternating proprietorships.
Added the requirements for an alternating proprietorship. The board has allowed
alternating proprietorships but did not have the requirements in rule.

Amended Section. WAC 314-24-190 Wine suppliers and distributors. Clarified
guidelines on distributor changes.

Amended Section. WAC 314-24-220 Licensing and operation of a bonded wine
warehouse. Clarified records must be kept on hand at the bonded wine
warehouse for a period of three years. Corrected the name of the board.

New Section. WAC 314-24-260 Consumer orders, internet sales, and delivery
for domestic winery licensees. Clarified the requirements for internet sales and
delivery of wine to customers.

New Section. WAC 314-24-265 Defining wine of a winery’s own production.
Clarified in rule Board Interim Policy 08-2011.

Amended Section. WAC 314-28-030 What does a distillery license allow?
Added language that samples may be altered with nonalcoholic mixers, and
mixers with alcohol of the distiller's own production. Clarified the maximum
amount of alcohol per person per day is two ounces. (SSB 5839)

Amended Section. WAC 314-28-050 What does a craft distillery allow? Added
language that samples may be altered with nonalcoholic mixers, and mixers with
alcohol of the distiller's own production. Clarified the maximum amount of
alcohol per person per day is two ounces. (SSB 5589)

Amended Section. WAC 314-28-070 What are the monthly reporting and
payment requirements for a distillery and craft distillery license? Removed dates
from the rule.

Amended Section. WAC 314-28-080 What if a distillery or craft distillery licensee
fails to report or pay or reports or pays late? Removed the reference to WAC
314-28-070.
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Amended Section. WAC 314-28-090 Distilleries or craft distilleries — Selling out
of state. What are the requirements for a craft distillery licensee to sell its spirits
product outside the state of Washington? Changed 60,000 proof gallons to
150,000 proof gallons.

Amended Section. WAC 314-28-100 Consumer orders, internet sales and
delivery for distillery and craft distillery licensees. Added language allowing the
use of internet or mobile applications for retail customers to purchase alcohol
under certain conditions.

New Section. WAC 314-28-210 Return of spirits by retailer — Replacement —
Conditions. Added a section that allows a retailer to return spirits product to a
distributor under certain conditions.

New Section. WAC 314-28-220 Bonded and non-bonded spirits warehouse.
Created a new section to implement ESB 5834
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AMENDATORY SECTION (Amending WSR 10-01-090, filed 12/16/09, effective
1/16/10)

WAC 314-20-001 Definitions. ((Rer—RCW—66-04-010(2);—an—author-
1zedrepresentative” means—a—person—who:
%  red I fodoral basi S Ly I "

RCW 66.04.010:

(a) Authorized representative;

(b) Beer;

(c) Beer distributor;

(d) Beer importer;

(e) Brewer or brewery;

() Domestic brewery;

(g) Flavored malt beverage;

(h) Malt beverage and strong beer; and

(i) Sale and sell.

(2) COA means certificate of approval.

(3) COLA means certificate of label approval issued by TTB.

(4) Contract production is defined in RCW 66.24.244.

(5) Domestic brewery alternating proprietorship means two or more
entities taking turns using the same space and equipment to produce
beer.

(6) TTB means the Alcohol Tax and Trade Bureau: U.S. Code - Title
27 of the Code of Federal Requlations.

AMENDATORY SECTION (Amending WSR 16-01-102, filed 12/16/15, effective
1/16/16)

WAC 314-20-015 Licensed brewers—Retail sales of beer on brewery
premises—Beer served without charge on premises—Spirit, beer and wine
restaurant operation. (1) A licensed brewer may sell:

(a) Beer of its own production at retail on the brewery premises;

(b) Beer produced by another microbrewery or a domestic brewery
for on- and off-premises consumption from its premises as long as the
other breweries brands do not exceed twenty-five percent of the micro-
brewery®s on-tap offering of its own brands. Beer not of its own pro-
duction must be purchased through normal distribution channels; and

(c) Cider produced by a domestic winery. Cider must be purchased
through normal distribution channels.

(2) In selling beer and/or cider at retail, as provided in sub-
section (1) of this section, a brewer shall conduct such operation in
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conformity with the statutes and regulations applicable to holders of
such beer and/or wine retailers®™ licenses. The brewer shall maintain
records of such retail operation separate from other brewery records.

(3) Upon written authorization of the board, pursuant to RCW
66.04.011, beer of a licensed brewer®s own production may be consumed
in designated parks and picnic areas adjacent to and held by the same
ownership as the licensed brewer.

(4) A licensed brewer or a lessee of a licensed brewer operating
a spirit, beer and wine restaurant, licensed pursuant to RCW
66.28.010, shall conduct such operation in conformity with the stat-
utes and regulations which apply to holders of such spirit, beer and
wine restaurant licenses.

(5) A brewer may serve its own beer and beer not of iIts own pro-
duction without charge on the brewery premises, as authorized by RCW
66.28.040.

(6) No retail license or fee 1is required for the holder of a
brewer®s license to serve beer without charge on the brewery premises
as set forth in subsection (5) of this section. Before exercising this
privilege, however, such brewer shall obtain approval of the proposed
service area and facilities from the board. Such brewer shall maintain
a separate record of all beer so served.

(7) A brewery is required to obtain the appropriate retail li-
cense to sell beer, wine, or spirits on the brewery premises that is
not of iIts own production except as set forth in subsection (1) of
this section pursuant to RCW 66.24.244.

(8) Licensed beer manufacturers and their employees may:

(a) Sample beer of their own manufacture for manufacturing, eval-
uating, or pricing product in areas where the public is not served so
long as the licensee employee does not become apparently intoxicated;
and

(b) The licensee or employee who is sampling for these purposes
is not also engaged in serving alcohol to the public.

AMENDATORY SECTION (Amending WSR 15-01-001, filed 12/3/14, effective
1/3/15)

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. (({&))) For the purposes of this section, a
"container'™ i1s 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 beer.

(C

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

(a) A retail license i1s separate from a brewery or microbrewery
license.
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(b) All containers of beer must be sold from the retail premises.

(c) A retail location may be located on or off the brewery or mi-
crobrewery premises.

(3) A brewery-operated or microbrewery-operated spirits, beer,
and wine restaurant may sell containers of beer of its own production
and cider as defined in RCW 66.24.210(6) without a kegs-to-go endorse-
ment provided that it sells this beer and cider for off-premises con-
sumption only. A brewery or microbrewery may supply the container or
use a container brought to the premises by a customer, and filled at
the tap at the time of sale.

(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 production 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.

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

(a) Sell kegs of malt liquor for ((ekther—oen—premises—or)) off-
premises consumption. The malt liquor may be of the licensee®s own
production or the production of another brewery or microbrewery;

(b) Sell containers of beer for ((etther—on—premises—or)) off-
premises consumption provided that the customer supplies the contain-
er. The beer may be of the licensee"s own production or the production
of another brewery or microbrewery; and

(c) Sell containers of cider as defined in RCW 66.24.210(6) for
off-premises consumption in a sanitary container brought to the prem-
ises by the customer or provided by the licensee and filled at the tap
at the time of sale, provided the licensee has a license to sell wine.
The licensee must comply with federal regulations.

AMENDATORY SECTION (Amending WSR 14-03-084, filed 1/16/14, effective
2/16/14)

WAC 314-20-018 Farmer®s market beer and wine sampling. (1) To
conduct beer and wine tasting at a farmer®s market, the following cri-
teria must be met:

(a) The farmer®s market must be authorized to allow breweries,
microbreweries, and wineries to sell sealed bottled wine and/or beer
at retail.

(b) The farmer®s market must hold an endorsement to allow sam-
pling of beer and wine or both.

(c) A brewery, microbrewery, or winery offering samples at a
farmer®s market must have an endorsement from the board to sell beer
or wine of its own production at a farmer®s market (see RCW 66.24.170,
66.24.240, and 66.24.244).

(d) No more than three breweries, microbreweries, or wineries
combined may offer samples at a qualifying farmer®s market per day.

(e) A brewery, microbrewery, or winery may advertise that it of-
fers samples only at its designated booth, stall, or anywhere within
the farmer®s market.

(2) Samples of beer or wine may be offered only under the follow-
ing conditions:
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(a) Each sample must be two ounces or less, up to a total of two
ounces per customer per day.

(b) Beer and wine samples are to be conducted at the booth or
stall of the brewery, microbrewery, or winery with a barrier at least
forty-two inches in height, where licensees are able to observe and
control customers participating in the samples. The barriers may be
moveable (an example would be ropes and stanchions).

(c) A brewery, microbrewery, or winery must have food available
for customers to consume while sampling beer or wine, or must be adja-
cent to a vendor offering prepared food.

(d) Customers must remain in the designated sampling area while
sampling beer or wine.

(e) Brewery, microbrewery, or winery employees serving beer or
wine during sampling events must hold a valid MAST permit.

(F) The brewery, microbrewery, or winery is required to send a
list of scheduled beer and wine samplings to the liquor control board
at MIWenforce@lig.wa.gov at the beginning of each month. The date for
each beer and wine sampling must be included.

(g) The farmer®"s market is also required to send a list of sched-
uled beer and wine samplings to the Jliquor control board at
MIWenforce@lig.wa.gov at the beginning of each month. The date for
each beer and wine sampling, and the names of the brewery, microbrew-
ery, and winery providing the samples must be included.

(h) The farmer®s market is required to provide a sketch to the
licensing division of the area where beer and wine samples will be
conducted and to any adjacent food booths.

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

WAC 314-20-020 Beer labels—Certificate of label approval re-
quired—Labels to be submitted. (1) Every bottle or can containing
beer intended for sale in the state of Washington shall bear a label
in compliance with RCW 66.28.120. No beer shall be imported or sold
within the state of Washington until the licensed brewery, or certifi-
cate of approval holder, ((shalH-have—ebtained—From—the—board—a—cer-

1s)) submitted to the board,
one copy of the federal certificate of label approval for such beer,
issued by the Bureau of Alcohol, Tobacco, and Firearms, U.S. Treasury
Department.

((3)) () Any change in label or product which requires reissu-
ance of federal certificate of label approval, must also be submitted
to the board, in accordance with the foregoing provisions of this reg-
ulation.

((4)) (3) No label shall be used that is misleading.

(()) () Every producer, importer, distributor of beer, or
beer certificate of approval holder shall, upon request of the board
or its authorized representative, furnish without cost to the board,
samples of any brand of beer upon its premises for the purpose of
analysis iIn order to determine whether the beer conforms to commercial
standards.
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((€6))) (5) No label will be approved which is designed to be es-
pecially appealing to children or other persons under legal age to
consume. Persons who appear to be under legal age to consume may be
depicted on a label when, in the discretion of the board, the depic-
tion is dignified and does not promote illegal consumption of liquor.

(D)) (6) For strong beer, the label must contain the beer"s
alcohol content, stated in terms of percentage of alcohol by volume.
Per RCW 66.04.010, strong beer means any malt beverage that contains
more than eight percent of alcohol by weight, which is approximately
ten percent of alcohol by volume.

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

WAC 314-20-030 Packages—ClassifTication. (1) No manufacturer,
distributor, i1mporter, or beer certificate of approval holder shall
sell beer for use iIn the state of Washington in any packages or con-
tainers differing in sizes and case quantities from the manufacturer®s
original packages.

(2) Net contents—Packaged beer. Net contents shall be stated in
a clearly legible manner on the label in fluid ounces or as follows:

(a) IT less than 1 pint, in Ffluid ounces, or fractions of a pint;

(b) If 1 pint, 1 quart, or 1 gallon, the net contents shall be so
stated;

(c) ITf more than 1 pint, but less than 1 quart, the net contents
shall be stated in fractions of a quart, or in pints and fluid ounces;

(d) If more than 1 quart, but less than 1 gallon, the net con-
tents shall be stated in fractions of a gallon, or in quarts, pints,
and fluid ounces;

(e) ITf more than 1 gallon, the net contents shall be stated in
gallons and fractions thereof;

(F) The net contents need not be stated on any label if the net
contents are displayed by having the same blown, branded, or burned in
the container in letters or figures iIn such manner as to be plainly
legible under ordinary circumstances and such statement s not ob-
scured in any manner in whole or in part.

(3) Container size limitations—Barrels. Whole barrels (31 gal-
lons), 1/2 barrels (15.5 gallons), 1/4 barrels (7.75 gallons), 1/6
barrels (56.16 gallons). Packaged beer—Maximum capacity for individual
containers, 170 fluid ounces((—Previded;—however;—That)). The board
may, In 1ts discretion, authorize other container and/or barrel size
packages which have been approved for marketing within the United
States by the Bureau of Alcohol, Tobacco, and Firearms, United States
Treasury Department: Provided further, That the board may, in i1ts dis-
cretion, authorize a brewery with spirit, beer and wine restaurant
privileges to dispense beer directly from conditioning tanks/vessels
to the spirit, beer and wine restaurant area provided the taxes have
been paid prior to dispensing.

(4) The net contents of individual containers shall be stated on
the outside of any multicontainer package where the i1ndividual con-
tainer label or bottle size is not visible to the consumer at the
point of purchase.
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(5) Gift packages. A beer importer or beer wholesaler may prepare
and sell "gift packages'™ consisting of containers of beer differing in
case quantities from the manufacturer®s original case capacities pro-
vided the tax has been paid on the previously purchased beer in ac-
cordance with RCW 66.24.290 and provided written approval by the board
has been obtained.

AMENDATORY SECTION (Amending WSR 09-02-009, filed 12/29/08, effective
1/29/09)

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.

(2) A microbrewery warehouse is a premises located off the micro-
brewery premises that is used for the storage of their own bulk beer,
finished product, and distribution of the microbrewery®s own products.

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

(4) Microbreweries may not share warehouse space.

AMENDATORY SECTION (Amending WSR 98-18-097, filed 9/2/98, effective
10/3/98)

WAC 314-20-070 Claims fTor defective keg beer—Replacement of
overaged packaged beer—Procedures. (1) In the case of beer in bar-
rels, beer which is not in salable condition due to defective beer or
a defective container may be returned by the retailer to the beer dis-
tributor for a claim adjustment. The brewer or supplier may make a
credit adjustment to the distributor for such claim;

(2) No claim adjustment shall be accepted unless the same shall
be made by the retailer within ten days after the defect in the beer
or container has been discovered;

(3) All documentary evidence relating to the claim shall be pre-
served by the retailer, beer distributor, brewer, or beer importer for
((&#we)) three years after the date of the claim;

(4) No brewer, beer distributor, or beer importer shall allow, or
shall any retailer make claim for adjustment for defective keg beer
unless the container or the beer is in fact defective;

(5) In the case of package beer, other than beer in barrels, beer
which is not in a salable condition or overaged may be returned by a
retail licensee to the beer distributor from whom the beer was pur-
chased, provided it is immediately replaced by the beer distributor
with an identical quantity, type and brand of beer((-—Provided—Fur-
thers—Fhat)). If the brand of beer is not presently in the beer dis-
tributor"s stock and is not available to the distributor in the imme-
diate future, a cash refund may be made to the retail licensee;

(6) Beer different from that ordered which has been delivered in
error to a retail licensee may be returned to a beer distributor and
either replaced with that beer which was ordered or a cash refund may
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be made: Provided, That the error in delivery shall be discovered and
corrected within eight days of the date the delivery was made;

(7) Distributors who replace unsalable or overaged packaged beer
as provided iIn subsection (5) of this section, shall maintain complete
records of all such transactions, with such records to be readily
available for inspection by authorized employees of the board;

(8) Salable or unsalable beer may be returned by a retail licen-
see or by a governmental agency who has seized the same to the beer
distributor selling such beer in the event the retailer goes out of
the business of selling beer at retail, and iIn such case a cash refund
may be made upon return of the beer, provided that consent of the
board is first had and obtained;

(9 ((Exeept—as—p¥e¥+ded—he¥ei97)) No other adjustment, by way of
cash refund or otherwise, shall be made by the beer distributor, brew-
er or beer importer.

AMENDATORY SECTION (Amending WSR 98-18-097, filed 9/2/98, effective
10/3/98)

WAC 314-20-090 Cash sales. No beer distributor nor brewer or
beer importer holding a beer distributor®s license shall sell or de-
liver beer to any retailer except for cash paid at the time of the de-
livery ((thereofF-—Provided;—Fhat)). Cash may be paid prior to the de-
livery of beer sold to any retailer. Failure by licensees to keep ac-
curate accounting records which result In the extension of credit, in
violation of RCW 66.28.010 through the use of a prior cash deposit
which is overextended may result In administrative action being taken
against the liquor license.

NEW SECTION
WAC 314-20-092 Microbrewery alternating proprietorships. (D
Microbrewery alternating proprietorship - An alternating proprietor-

ship arrangement consists of two or more entities taking turns using
the same space and equipment to produce beer.

(a) The existing microbrewery and the new microbrewery proprie-
torships are referred to as "hosts™ and '“tenants,' respectively.

(i) The host agrees to rent space and equipment to a new tenant.
The agreement allows the host microbrewery to use excess capacity and
give new tenants an opportunity to begin production on a small scale
without investing in equipment.

(i1) AIll production by tenants is on the microbrewery premises
and may not enter into a production contract with any brewery or mi-
crobrewery.

(b) Two or more microbreweries may establish independently oper-
ated microbrewery premises, mutually agreeing to alternate the use of
space and equipment.

(i) No proprietorship functions as a "host" to others because
each has agreed to share responsibility equally.

(i1) All production is on the microbrewery premises.
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(ifi1) May enter into contractual production as a contractee under
WAC 314-20-095.

(c) Alternating proprietorships must be approved by the board®s
licensing division through an application and approval process and
must meet TTB requirements.

(d) A microbrewery premises may not be used by or shared with any
other party unless the necessary alternating proprietorship applica-
tions have been approved by the board"s licensing division.

A microbrewery may be approved to alternate with a domestic wine-
ry if they are owned by the same licensed entity.

AMENDATORY SECTION (Amending WSR 10-01-090, filed 12/16/09, effective
1/16/10)

WAC 314-20-100 Beer suppliers and distributors. RCW 66.28.180
requires beer distributors and suppliers to maintain all current and
prior price lists at its liquor licensed location.

(1) Definitions((—))_- For the purposes of this chapter:

(a) A "price list"” means a declaration of the prices at which any
and all brands of beer and any and all packages within a brand are to
be sold by the person maintaining the list. Distributors must maintain
a price list showing all such prices for sales to retailers. Each man-
ufacturer functioning as a distributor must maintain a price list
showing all such prices for sales to retailers as well as showing such
prices for sales to distributors. The price list will contain the
wholesale prices at which any and all brands of beer sold by the sup-
plier or distributor shall be available to retailers within the state.

(b) A "beer supplier'™ means a microbrewery, domestic brewery,
certificate of approval holder, beer iImporter, beer distributor acting
as the first United States importer, or a distributor selling beer to
another distributor.

(c) A "beer distributor”™ means a distributor selling to a retail-
er, a domestic brewery acting as a distributor, a microbrewery acting
as a distributor, or a certificate of approval holder with a direct
shipping to Washington retailer endorsement selling beer of i1ts own
production to a retailer.

(d) Third-party delivery is prohibited.

(2) Products and price lists((—))_- If a beer supplier or dis-
tributor lists selected items on which prices are temporarily reduced,
these prices must clearly reflect all items and the selling price. All
products must be made available to all retail licensees to the extent
it is reasonably practical to do so and all retail licensees must be
given reasonable notice of all prices and price changes.

(3) Distributor changes((—))

(a) The following guidelines apply when a beer supplier makes a
distributor change outside of the regular distributor appointment
timelines. The supplier must notify the board iIn writing that he/she
wishes to change his/her current distributor and appoint a new dis-
tributor to be effective immediately.

(b) A beer supplier must notify the board if any of the contracts
or agreements listed in this rule are revised or terminated by either
party.
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(4) Price lists for new distributors((—))_- When the board is-
sues a new beer distributor license, the licensee must have a price
list available.

(5) Accommodation sales((—))_- The provisions of this rule do
not apply when a beer distributor makes an accommodation sale to an-
other beer distributor and this sale is made at a selling price that
does not exceed the laid-in cost of the beer being sold. Accommodation
sales may only be made when the distributor purchasing the beer is an
appointed distributor of the supplier, when the distributor is an au-
thorized purchaser of the brand and product being sold, and when the
supplying distributor is appointed by the supplier.

AMENDATORY SECTION (Amending Rule 50, filed 6/13/63)

WAC 314-20-110 Beer importers—Principal office. Each beer im-
porter shall keep the board informed at all times of the location of
the principal office required by section 23-G, subdivision (2) of the
Washington State Liquor Act (RCW 66.24.260) and shall, not less than

two days prior thereto notify the board in writing ((er—by—telegraph))
of any change in the location of such office.

NEW SECTION

WAC 314-20-260 Consumer orders, internet sales, and delivery for
domestic brewery and microbrewery licensees. (1) A domestic brewery
and microbrewery licensee may accept orders for beer from, and deliver
beer to, customers.

(a) Beer shall not be for resale.

(b) Beer must come directly from a licensed domestic brewery or
microbrewery possession.

(c) Beer may be ordered in person at a licensed location, by
mail, telephone, or internet, or by other similar methods.

(2) Sales and payment.

(a) Only a domestic brewery or microbrewery licensee or a licen-
see"s direct employees may accept and process orders and payments. A
contractor may not do so on behalf of a domestic brewery or microbrew-
ery licensee, except for transmittal of payment through a third-party
service. The use of internet or mobile application for retail custom-
ers to purchase alcohol i1n Washington state is allowed under the fol-
lowing conditions:

(i) The internet sale will be made by the domestic brewery or mi-
crobrewery;

(i1) The payment for the sale will be processed by the domestic
brewery or microbrewery; and

(i11) The domestic brewery or microbrewery pays the owner of the
internet or mobile application a service fee.

(b) All orders and payments shall be fully processed before beer
transfers ownership or, in the case of delivery, leaves a licensed do-
mestic brewery®s or microbrewery®s possession.
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(c) Payment method. Payment methods include, but are not limited
to: Cash, credit or debit card, check or money order, electronic funds
transfer, or an existing prepaid account.

(d) Internet. To sell wine via the internet, a domestic brewery
or microbrewery applicant must request internet sales privileges from
the board prior to beginning internet sales.

(3) Delivery shall be made only to a residence or business that
has an address recognized by the United States postal service; howev-
er, the board may grant an exception to this rule at its discretion. A
residence includes a hotel room, a motel room, or other similar lodg-
ing that temporarily serves as a residence.

(4) Beer may be delivered each day of the week between the hours
of 6:00 a.m. and 2:00 a.m. Delivery must be TfTully completed by 2:00
a.m.

(5) Age requirement.

(a) Under chapter 66.44 RCW, any person under twenty-one years of
age 1s prohibited from purchasing, delivering, or accepting delivery
of liquor.

(b) A delivery person must verify the age of the person accepting
delivery before handing over liquor.

(c) If no person twenty-one years of age or older is present to
accept a liquor order at the time of delivery, the liquor shall be re-
turned.

(6) Delivery of liquor 1is prohibited to any person who shows
signs of intoxication.

(7) Beer must be sold in original containers.

(8) Packages delivered by a third party must have language stat-
ing that:

(a) The package contains liquor;

(b) The recipient must be twenty-one years of age or older; and

(c) Delivery to intoxicated persons is prohibited.

(9) Records and files shall be retained at the licensed premises.
Each delivery sales record shall include the following:

(a) Name of the purchaser;

(b) Name of the person who accepts delivery;

(c) Street addresses of the purchaser and the delivery location;
and

(d) Time and date of purchase and delivery.

(i) A private carrier must obtain the signature of the person who
receives liquor upon delivery.

(i1) A sales record does not have to include the name of the de-
livery person, but it is encouraged.

(10) When selling over the internet, all web site pages associ-
ated with the sale of liquor must display the domestic brewery or mi-
crobrewery licensee®s registered trade name.

(11) A domestic brewery or microbrewery licensee shall be ac-
countable for all deliveries of liquor made on its behalf.

(12) The board may impose administrative enforcement action upon
a licensee, or suspend or revoke a licensee"s delivery privileges, or
any combination thereof, should a licensee violate any condition, re-
quirement, or restriction.
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REPEALER

The following sections of the Washington Administrative Code are
repealed:

WAC 314-20-120 Beer importers—Warehouses.
WAC 314-20-170 Holders of certificates of approval.
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AMENDATORY SECTION (Amending WSR 10-01-090, filed 12/16/09, effective
1/16/10)

1zed—representatihve’ means—a persen—whoes

WAC 314-24-001 Definitions. ((Per—RCW—66-04-010(2);—an—author—
El; I - | | F | I-l - - - | | | I

66.04.010:

(a) Authorized representative;

(b) Domestic winery;

(c) Manufacturer;

(d) Package;

(e) Sale and sell;

() Wine;

(g) Wine distributor;

(h) Wine importer; and

(i) Winery.

(2) COA means certificate of approval.

(3) COLA means certificate of label approval.

(4) Custom crush - A custom crush arrangement involves an agree-
ment or formal contract where one domestic winery (customer) pays an-
other domestic winery (producer) to produce wine to order. (1t is not
an_alternating proprietorship arrangement.)

(5) Domestic winery alternating proprietorship - Two or more en-
tities taking turns using the same space and equipment to produce
wine.

(6) TTB means the Alcohol and Tax and Trade Bureau.

U.S. Code - Title 27 of the Code of Federal Regulations.

AMENDATORY SECTION (Amending WSR 85-19-030, filed 9/12/85)

WAC 314-24-003 Standards of identity for wine. ((H)) Applica-
tion of standards. The standards of identity for ((the—several)) all
classes and types of wine shall meet the standards set forth ((herein
shalH—be)) by TTB and is applicable to all wines produced, imported,
bottled, offered for sale, or sold within this state for beverage use
or any other purpose, except as hereinafter prescribed. The standards
herein established are minimum standards for all wine((s—oef—the-sever—
al)) classes and types defined.

(((2}—S{andaF%s—ef—4dent+E¢r—Ihe—§@veF&l—eiasses—and—{ypes—ef
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AMENDATORY SECTION (Amending WSR 98-18-097, filed 9/2/98, effective

10/3/98)

WAC 314-24-006 Substandard wines prohibited. Application of
this regulation. The production, importation or sale of, wine, which
fails to conform to the standards prescribed ((# 1
hereof)) by TTB, or of any wine fermented from raisins, dried fruits,
or dried berries, or of any imitation or substandard wine as herein-
after defined, is hereby prohibited.

(1) Imitation wine shall include:

(a) Any wine containing synthetic materials;

(b) Any wine made from a mixture of water with residues remaining
after thorough pressing of grapes, fruit or other agricultural prod-
ucts;

(c) Any class or type of wine, the taste, aroma, color or other
characteristics of which have been acquired in whole or in part by
treatment with methods or materials of any kind, if the taste, aroma,
color or other characteristics of normal wines of such class or type
are acquired without such treatment; or

(d) Any wine made from "must™ concentrated at any time to more
than 80 degrees (Balling).
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(2) Substandard wine shall include:

@ ((Any—W+ne—haV+ng—a—velat+le—aeid+ty—+n—exeess—ef—the—max+mum

)) Any wine for which a standard of identity is prescribed in
these regulations which, through disease, decomposition, or otherwise,
fails to have the composition, color, and clean vinous taste and aroma
of normal wines conforming to such standard; or

((€H)) (b) Wine of any class or type containing added water, or
sugar and water solution, iIn excess of the quantities expressly au-
thorized for standard wine made from the same kind or kinds of materi-
als as prescribed ((#r—regulation(54)) by TTB

(3) Coined names:

(a) The sale iIn this state of wines, identified on labels or in
advertisements by a type of brand designation which implies mixtures
of wines for which standards of identity are established iIn these reg-
ulations, or which identifying type or brand designation resembles an
established wine type name such as Angelica, Madeira, Muscatel, Port,
White Port, Sherry, Tokay, Sauterne, Claret, Burgundy, etc., is hereby
prohibited.

(b) The sale in this state of wine or combinations of wine and
other alcoholic beverages which contain on the label statements such
as whiskey wine, rum and wine, gin and wine, beer and wine, etc., or
simulations of such combinations, is hereby prohibited.

(4) Containers:

(a) The sale of wine iIn any container originally designed for a
product other than wine or in any container the design or shape of
which would tend to mislead the consumer as to the nature of the con-
tents, is hereby prohibited.

(b) The sale of wine iIn containers which have blown, branded or
burned therein the name or other distinguishing mark of any person en-
gaged in business as a wine producer, importer, distributor, or bot-
tler or any other person different from the person whose name Is re-
quired to appear on the brand label, is hereby prohibited.

NEW SECTION

WAC 314-24-008 Application procedure for domestic wineries. (1)
There shall be a license for domestic wineries pursuant to RCW
66.24.170. Applications for a domestic winery shall be accompanied by
information the board may request including, but not limited to:

(a) A floor plan showing the complete winery premises, including
the production, storage, public tasting areas, office, and other
spaces.

(b) A written description of the proposed method of production
with appropriate documentation indicating the winery will be producing
wine on the licensed premises.

(2) The domestic winery shall be physically separated from any
other use as prescribed by the board.

(3) Provide the board with a copy of an approved producer/blender
TTB permit.
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AMENDATORY SECTION (Amending WSR 12-17-006, TFiled 8/1/12, effective
9/1/12)

WAC 314-24-040 Wine labels—Federal certificate of label appro-
val required—Labels to be submitted. (1) No wine shall be imported
or sold within the state of Washington until the certificate of appro-
val holder, or domestic winery, or United States importer of foreign
wine, shall have submitted to the board:

(a) The federal certificate of label approval for such wine which
has been issued by the ((Fax—and—TFradeBureau;—U-S-—Freasury Depart—
ment)) TTB; and

(b) One label of the brand and type for which tracking is reques-
ted for wines under seven percent alcohol by volume.

(2) Any change in label or product which requires reissuance of
federal approval under the (( 151 R~ )) TTB,
must also be submitted to the board in accordance with the foregoing
provisions of this regulation.

(3) Every producer, importer, bottler, distributor, or wine cer-
tificate of approval holder shall, upon request of the board or its
authorized representative, furnish without cost to the board, samples
of any brand of wine upon its premises for the purpose of analysis in
order to determine whether the wine conforms to the quality standards
set by the board in WAC 314-24-060 and conforms with commercial stand-
ards.

(4) No label shall be used that is misleading.

(5) No label shall be used that is designed to be appealing to
children or other persons under legal age to consume. Persons who ap-
pear to be under legal age to consume may be depicted on a label when,
in the discretion of the board, the depiction is dignified and does
not promote illegal consumption of liquor.

(6) Wineries are not required to submit labels for tracking to
the board for wine sold directly to Washington consumers under a di-
rect shipper®s permit. Wine labels may not be misleading and may not
be designed to appeal especially to persons under the age of twenty-
one.

AMENDATORY SECTION (Amending WSR 88-11-009, filed 5/10/88)

WAC 314-24-060 Quality standards. All wines of the types and
classes hereinafter set forth sold in the state of Washington shall
meet the ((felHewing)) minimum requirements set by TTB.

((Acid-content:
exelusive-ofsulfur-dioxide-cateulated-as
acetic-acid-

{6} Allotherwines———Netover0.12%;
exclusive-of sulfur-dioxide caleulated-as
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5))) (1) Preservatives: No wines shall contain preservatives
such as benzoic acid, salicylic acid or monochloracetic acid, or their
derivatives except that wines classified as specialty wine In accord-
ance with WAC 314-24-003 ((:>w))) may use benzoic acid or its deriv-
atives 1T such use has been approved by the United States Food and
Drug Administration.

((€66))) (2) Stability: All wines shall be free from precipitates,
colloidal matter, metallic casse, haze due to yeast, bacteria, tar-
trates, or other causes as determined by usual stability tests: Provi-
ded, however, That sediment may be allowed at the discretion of the
board when i1t occurs iIn accordance with commercial standards commonly
accepted by trade designations as normal and indicative of the wine"s
composition.

AMENDATORY SECTION (Amending WSR 14-06-109, filed 3/5/14, effective
4/5/14)

WAC 314-24-070 Domestic wineries—Purchase and use of bulk
wines, brandy or wine spirits—Import permit required—Records—Wine
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returned to Washington. (1) Domestic wineries may purchase and re-
ceive under federal bond from any holder of a domestic winery license,
holder of the fruit and/or wine distillery license provided in RCW
66.24.140, or out-of-state holder of a federal winery or fruit dis-
tillery basic permit, bulk wine, brandy or bulk wine spirits manufac-
tured or produced by such holder, and use the same iIn the manufacture
or production of wines: Provided, That every domestic winery which im-
ports wine, brandy or wine spirits manufactured outside the state of
Washington for use as authorized in this section must first be In pos-
session of a permit issued by the board, in accordance with RCW
66.20.010(5) of the Washington State Liquor Act. Applications for such
permits must be submitted to the board In writing. Such permits expire
at the end of the board"s fiscal year, and are subject to renewal at
that time upon written request and remittance of said annual fee. Wine
manufactured or produced from one kind of fruit or berry may not re-
ceive wine, brandy or wine spirits manufactured or produced from an-
other kind of fruit or berry. Such brandy or wine spirits so purchased
shall be used exclusively and only for the purpose of adding wine spi-
rits to wines. In those cases where the holder of a domestic winery
license shall also hold such fruit and/or wine distillery license,
then, and In such cases, such domestic winery may use brandy or wine
spirits manufactured or produced under such distillery license as a
wine spirits addition in the manufacture or production of wine by such
holder of the domestic winery license.

(2) Any domestic winery using wine, brandy or wine spirits as
provided in subsection (1) of this section, shall make and file with
the board, not later than the tenth day of each month upon forms pre-
scribed and furnished by the board, a report showing all transactions
of such domestic winery in the purchase and/or use of wine, brandy or
wine spirits as provided iIn said subsection (1) of this section, and
shall retain one copy of such report in its own files, and shall keep
and preserve for a period of not less than two years any bills of lad-
ing or other documents supporting such report. One copy of the bill of
lading covering such sale and shipment to a domestic winery is to be
forwarded to the board by the shipping winery or fruit distillery, at
the time of such shipment.

(3) A domestic winery may ship Washington wine out of and may re-
turn such wine to Washington state for ultimate sale. The following
conditions apply:

(a) The wine is produced and bottled in Washington by a licensed
winery.

(b) The export shall be from the licensed winery and returned to
the same entity, a licensed wine distributor or bonded wine warehouse.

(c) The returned wine must not have been altered in any way, with
the exception of sparkling wine.

(d) A domestic winery, a licensed wine distributor, or bonded
wine warehouse directly receiving previously exported Washington wine
must comply with tax collection and tracking requirements initiated by
the liquor control board.

(e) A domestic winery, a licensed wine distributor, or bonded
wine warehouse directly receiving previously exported Washington wine
must keep on file for audit purposes clear source records (shipping
documents, etc.) with reporting documents. Records need to indicate
what wine was returned to the state that was previously reported as an
export (including number of cases and gallons).
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AMENDATORY SECTION (Amending WSR 98-18-097, filed 9/2/98, effective
10/3/98)

WAC 314-24-080 Containers—Sizes and types permitted. (1) All
wine sold for consumption iIn the state shall be sold iIn packages or
container sizes approved by the ((Bureau—of—-Alcohols—Tobaccos—and

)) TTB for marketing within the Uni-
ted States. A copy of the federal certificate of label approval must
be submitted with each such request for authorization.

(2) No domestic winery or wine distributor, or wine 1Importer
shall adopt or use any packages for wine differing In sizes and case
capacities from: Manufacturer®"s original full cases. The board may, iIn
its discretion, authorize other container and/or keg size packages it
deems appropriate.

(3) Wine referred to in subsections (1) and (2) of this regula-
tion may also be packaged and sold in metric standards of fill and 1iIn
case sizes as are established In 27 Code of Federal Regulations((s—te

0z )—6-hottles - i . . - = i
Hhrters (254 F1 - = thhihi - - -
24-—bhottles ple—A87 riHHH-Hters (63— Fl—o0z)-48 hottles ple 100w

))- Wine may be bottled or packed
in containers of four liters or larger 1t the containers are fTilled
and labeled in quantities of even liters.

(4) Wine imported from foreign countries may be packaged and con-
tainer sizes approved by the ((

)) TTB for marketlng within the United

States. A copy of the federal certificate of label approval must be
submitted with each such request for authorization.

(5) For taxing purposes and in all reports to the board, the
((abeve)) approved enumerated designations of package sizes, and no
others, shall be used.

AMENDATORY SECTION (Amending WSR 87-21-036, filed 10/13/87)

WAC 314-24-090 Wine labels. (1) Every package or container of
wine intended for sale within the state of Washington shall bear a la-
bel in compliance with RCW 66.28.110. Such label shall show:

(a) The brand name of the wine.

(b) Class, type or other designation.

(c) The name and address of the bottler or packager, which shall
be stated as follows "Bottled by . . . " Where a bottler or
packager has made not less than 75% of the wine in a particular pack-
age or container by crushing the grapes or other materials, fermenting
the must and clarifying the resulting wine, there may be stated in
lieu of the words "bottled by"™ the words "manufactured and bottled by"
or "produced and bottled by."™ In addition to the name and address of
the bottler or packager, but not in lieu thereof, there may be stated
the name and address of the manufacturer or producer.

(d) The alcoholic content of the wine by volume, stated as provi-
ded 1n either (1) or (ii) of this subsection:

(i) "Alcohol . . . . . . % by volume."
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(i1) "Alcohol . . . . -%to . . . . . . % by volume.’

(e) The net contents of the package or container: PrOV|ded, That
the net contents need not be stated on any label if the net contents
are displayed by having the same blown or branded in the package or
container as the brand label, in letters or figures in such manner as
to be plainly legible under ordinary circumstances, and such statement
iIs not obscured In any manner in whole or in part.

(2) No Iabel shall be used until after the same has been ((seb—

3&4—24—949})) approved bv TTB and submltted to the board For Iabels

not requiring federal COLA, a form prescribed by the board shall be
completed and submitted to the board for approval.
(3) No label shall be used that is misleading.

AMENDATORY SECTION (Amending WSR 86-11-014, filed 5/13/86)

WAC 314-24-100 Domestic wineries—Responsibility for fruits used
—Records. Every domestic winery shall Kkeep proper records as re-
quired by ((the-Bureau—of-Alecohol;—Tobacco—andFirearmss—United-States

)) TTB, in a form approved by the board showing the
place of origin and/or purchase of all fruits and fruit products used
by such winery in the manufacture of wine, which records shall be kept
at the office of such winery for a minimum of three years and availa-
ble at all times for inspection by the board.

AMENDATORY SECTION (Amending WSR 98-18-097, filed 9/2/98, effective
10/3/98)

WAC 314-24-105 Application procedure—Wine distributor®s or im-
porter®s license. Any person making application for a new wine dis-
tributor®s or importer®s license shall submit to the board, as a con-
dition precedent to the board considering the application, such infor-
mation as may be requested by the board to include a copy of an ap-
proved wholesaler permit issued by TTB, and shall additionally submit
a written commitment from a manufacturer or iImporter that the product
the applicant proposes to distribute is available to him should a li-
cense be issued.

The decision as to whether a license will or will not be issued
in a particular case is, pursuant to RCW 66.24.010, a matter of board
discretion. The submission of the above iInformation and written com-
mitment shall not be construed as creating a vested right in the ap-
plicant to have a license issued.

AMENDATORY SECTION (Amending Order 26, filed 8/14/73)

WAC 314-24-115 Wine importers—Requirements. (1) Principal of-
fice: Each wine importer shall keep the board informed at all times of
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the location of the principal office required by the Washington State
Liguor Act and shall, not less than ((#we)) thirty days prior thereto
notify the board in writing ((er—by—telegraph)) of any change in the
location of such office.

(2) Warehouses: Wine importers maintaining warehouses at which
wine imported by such importer is stored shall ((at—aH—tines—keep))
have the location approved by the board ((advised—ofF—thetocation—oFf
sueh—wareheuses)) .

(3) Certain duties: No wine importer shall import or transport or
cause to be transported into the state of Washington any brand of wine
manufactured within the United States but outside the state of Wash-
ington, unless such importer shall have first filed with the board a
notice of his intention so to do, and shall have ascertained from the
board that the winery manufacturing such wine has obtained from the
Washington state liquor control board a certificate of approval as
provided in the Washington State Liquor Act (section 10, chapter 21,
Laws of 1969 ex. sess.).

AMENDATORY SECTION (Amending WSR 06-11-051, filed 5/11/06, effective
6/11/06)

WAC 314-24-117 Wine certificate of approval ((¥ee)). (1) ((Fhe
1 T 1 i The

Fee For—a—wine—certrFrecate—ofapprovaltHiecense—1s5$200-—per—year—
certificate of approval holder must pay the (($200)) fee for each
privilege as described below:

(a) Manufacturer of wine produced iIn the United States but out-
side of Washington state, shipping wine to licensed Washington wine
distributors or importers.

(b) Authorized representative for wine produced in the United
States but outside of Washington state, shipping wine to licensed
Washington wine distributors or importers.

(c) Authorized representative for wine produced outside of the
United States, shipping wine to licensed Washington wine distributors
or importers.

(2) A certificate of approval holder under RCW 66.24.206 (1)(a)
may add an endorsement to the certificate of approval that allows the
holder to ship wine of the holder®s own production directly to li-
censed liquor retailers. The fee ((for—this—endorsement—is—$100—-and))
is In addition to the fee required for a certificate of approval li-
cense.

AMENDATORY SECTION (Amending WSR 12-24-091, filed 12/5/12, effective
1/5/13)

WAC 314-24-120 Importation of foreign wine—United States wine-
ries—Reports—Records. (1) Foreign wine. Wine manufactured outside of
the United States may be imported by a wine importer or distributor
under the following conditions:

(a) The wine iImporter or distributor importing such wine must ob-
tain label approval in accordance with WAC 314-24-040. Such wine shall
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be imported and delivered directly to either the warehouse of the im-
porter or distributor or to some other warehouse previously designated
by the importer or distributor and approved by the board.

(b) AlIl matters pertaining to the importation, transportation,
storage, keeping of records, and all other matters pertaining to the
importation of wine manufactured outside the United States shall be
subject at all times to such orders, rules and regulations as the
board may from time to time prescribe, and the board reserves the
right to make orders applicable to individual and particular cases in
addition to general orders, rules and regulations applicable general-
ly

(2) Holders of certificate of approval—United States wineries,
located outside of Washington state. Except as authorized in WAC
314-24-117, each winery holding a certificate of approval may ship
wine to licensed wine importers and/or distributors only. ((As—re-

i i 5 )) By the
written agreement embodied in the application for certificate of ap-
proval, each winery holding a certificate of approval shall fTile the
report(s) required by WAC 314-19-015.

AMENDATORY SECTION (Amending WSR 15-01-001, filed 12/3/14, effective
1/3/15)

WAC 314-24-160 Domestic wineries—Retail sales of wine on winery
premises—Wine served without charge on premises—Spirit, beer and wine
restaurant operation. (1) A domestic winery ((

7)) may sell wine of i1ts own
productlon at retail on the wunery premises.

(2) In selling wine of 1ts own production at retail on i1ts prem-
ises as provided in subsection (1) of this regulation, a domestic
winery shall conduct such operation in conformity with the statutes
and regulations which apply to holders of such wine retailers®™ licen-
ses. The winery shall maintain records of its retail operation sepa-
rate from other winery operation records.

(3) Upon written authorization of the board, pursuant to RCW
66.04.011, wine of a domestic winery"s own production and/or liquor
products other than wine of a licensee"s own production may be con-
sumed in designated parks and picnic areas adjacent to and held by the
same ownership as the domestic winery.

(4) A domestic winery or a lessee of a licensed domestic winery
operating a spirit, beer and wine restaurant, licensed pursuant to RCW
66.28.295, shall conduct such operation in conformity with the stat-
utes and regulations which apply to holders of such spirit, beer and
wine restaurant licenses.

(5) A domestic winery may serve its own wine and wine not of its
own production without charge on the winery premises as authorized by
RCW 66.28.295(2).

(6) No retail license or fee i1s required for the holder of a do-
mestic winery license to serve wine without charge on the winery prem-
ises as set forth iIn subsection (5) of this regulation. Before exer-
cising this privilege, however, such winery shall obtain approval of
the proposed service area and facilities. Such winery shall maintain a
separate record of all wine so served.
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(7) A domestic winery may sell for off-premises consumption wine
of its own production in kegs or sanitary containers brought to the
premises by the purchaser or furnished by the licensee in compliance
with WAC 314-24-006(4) and filled at the tap at the time of sale.

(8) A winery 1is required to obtain the appropriate retail license
pursuant to chapter 66.24 RCW to sell beer, wine, or spirits on the
winery premises that is not of i1ts own production. The winery shall
follow the appropriate rules for such retail licenses.

(9) Licensed wine manufacturers and their employees may: Sample
wine of their own manufacture for manufacturing, evaluating, or pric-
ing product in areas where the public is not served, so long as the
licensee or employee does not become apparently intoxicated; and the
licensee or employee is not also engaged in serving alcohol to the

public.

AMENDATORY SECTION (Amending WSR 15-01-001, filed 12/3/14, effective
1/3/15)

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 ((#e)) four additional location licenses.

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

(a) Serving of samples provided with or without charge to custom-
ers (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;

(c) Selling for off-premises consumption wine of its own produc-
tion In kegs or sanitary containers brought to the premises by the
purchaser or fTurnished by the licensee and filled at the tap at the
time of sale; and

(d) 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 where alco-
hol consumption is allowed.

(a) An outside designated area must have prior written approval
from the board®"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 prem-
ises.

(3) Anyone involved in the selling or serving of wine, including
the pouring of samples, at an additional location for on-premises con-
sumption must obtain a Class 12 or Class 13 alcohol server permit.

(4) A winery additional location may hold a beer and wine restau-
rant license at the additional location premises under the following
conditions:

[ 14 ] 0TS-8930.3



(a) The licensee must apply for a beer and wine restaurant li-
cense with fees for the additional location:

(i) If a location is shared with multiple wineries not of the
same entity, violations will be addressed per the requirements of RCW
66.24.170(4).

(i1) Where the location is shared with multiple wineries, the ap-
plicant will 1include 1in their application a list of other license
holders at that location as well as a sketch i1llustrating the location
of each licensee.

(iii) The licensee applying for the retail license must provide a
letter from each winery sharing the additional location that acknowl-
edges and accepts the conditions in (a)(i) of this subsection.

(b) The licensee must abide by all laws and rules of the retail
license((s—and

o . " T I I il _ f o
presises)) .

NEW SECTION

WAC 314-24-162 Domestic winery alternating proprietorships. (1)
Domestic winery alternating proprietorship - An alternating proprie-
torship arrangement consists of two or more entities taking turns us-
ing the same space and equipment to produce wine.

(a) The existing domestic winery and new winery are sometimes in-
formally referred to as "hosts™ and "tenants' respectively.

(i) The host agrees to rent space and equipment to a new tenant.
Such an agreement allows the host winery to use excess capacity and
give the new tenant an opportunity to begin production on a small
scale without investing in equipment.

(i1) All production by tenants is on the winery premises and may
not enter into a crush agreement.

(b) In other situations, two or more domestic wineries may estab-
lish an independently operated bonded wine premises, mutually agreeing
to alternate use of space and equipment.

(i) No proprietorship functions as a host to the others because
each has agreed to share responsibility equally.

(i1) All production is on the winery premises.

(if1) May enter into a crush agreement as a producer.

(c) These arrangements must be approved by the WSLCB licensing
through an application and approval process and must meet TTB require-
ments.

(d) The winery premises may not be used or shared with any other
party unless the necessary alternating proprietorship application has
been approved.

A domestic winery may be approved to alternate with a domestic
brewery or microbrewery, if they are owned by the same licensed enti-
ty.

(2) The host and each tenant shall have separate designated areas
for the storage of their product. Floor plans must be submitted and
approved by the board at the time of application. Any changes must be
preapproved by the board in writing.

(3) The host and each tenant may share a joint tasting area on
the premises under the following conditions:
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(a) Submit Ffloor plans for approval showing the location of the
tasting area on the licensed premises.
(b) Each licensee is responsible for their own tasting and sales.

AMENDATORY SECTION (Amending WSR 12-17-006, filed 8/1/12, effective
9/1/12)

WAC 314-24-190 Wine suppliers and distributors. (1) Definitions
- For the purposes of this chapter:

(a) A "wine supplier”™ means a domestic winery, certificate of ap-
proval holder, wine importer, wine distributor acting as the first
United States importer, or a distributor selling wine to another dis-
tributor.

(b) A "wine distributor”™ means a distributor selling to a retail-
er, a domestic winery acting as a distributor, or a certificate of ap-
proval holder with a direct shipping to Washington retailer endorse-
ment selling wine of its own production to a retailer.

(2) Products - All products must be made available to all retail
licensees to the extent it iIs reasonably practical to do so.

(3) Distributor changes:

(a) The following guidelines apply when a wine supplier makes a
distributor change ((
timelines)). The supplier must notify the board in writing that he/she
wishes to change his/her current distributor and appoint a new dis-
tributor (( )).-

(b) A wine supplier must notify the board if any of the contracts
or agreements listed In this rule are revised or terminated by either
party.

(4) Accommodation sales - The provisions of this rule do not ap-
ply when a wine distributor makes an accommodation sale to another
wine distributor and this sale is made at a selling price that does
not exceed the laid-in cost of the wine being sold. Accommodation
sales may only be made when the distributor purchasing the wine is an
appointed distributor of the supplier, when the distributor is an au-
thorized purchaser of the brand and product being sold, and when the
supplying distributor is appointed by the supplier.

AMENDATORY SECTION (Amending WSR 09-02-010, filed 12/29/08, effective
1/29/09)

WAC 314-24-220 Licensing and operation of bonded wine ware-
houses. (1) There shall be a license for bonded wine warehouses pur-
suant to RCW 66.24.185, and this type of license shall be known as a
bonded wine warehouse licensee. Applications for a bonded wine ware-
house 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 iIn such manner as prescribed by the board, and as a con-
dition of license approval, the applicant must furnish the board ap-
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propriate documentation indicating the Ilocation of the bonded wine
warehouse is properly zoned for the intended use.

(3) A bonded wine warehouse may provide storage for a domestic
winery, for another bonded wine warehouse, and for a certificate of
approval holder. The 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 Washington wine distributor ((ers—pursyant—teo—RCW66-12-020;

(4) Every bonded wine warehouse licensee shall have on file and
available for inspection records of all wine transactions, including
receipts and shipments of wine and the total inventory on hand at the
bonded warehouse for a period of three years.

(5) Removals of wine from a bonded wine warehouse may be made on-
ly for shipment:

(a) To a licensed independent Washington wine distributor;

(b) To another licensed bonded wine warehouse;

(c) ((to—thehguor—control-board:

€&)) Out-of-state;

((€e))) (d) For return to the producing winery;

((®H)) (e) To a producing domestic winery licensee; or

((€e»)) () Directly to a consumer.

(1) For purposes of this section, "producing domestic winery li-
censee” means the licensed Washington winery that produced the wine
and i1ts licensed agents.

(i1) 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.

(6) 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 licen-
see only by transporting the wine directly from the bonded wine ware-
house to the licensed premises of the purchasing retail or special oc-
casion licensee; provided, however, that in no event may a producing
domestic winery licensee remove, in the aggregate, during any one cal-
endar 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 ((eentrol))
and cannabis board annually reports of the quantity of wine removed
and delivered directly to retail and special occasion licensees. In-
voicing 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 ((eentrel)) and canna-
bis board on the twentieth day of the month following the month of
shipment and/or sale on forms furnished by, or acceptable to, the
board.

((8))) () At no time shall title to wine stored at the bonded
wine warehouse pass to the operator of the bonded wine warehouse.

€H)) (8) "Storage and handling of bottled wine™ 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).

((3))) (9 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
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a winery licensee®s employees may accept and process such orders and
payments. A contractor may not do so on behalf of a winery licensee.

((®)) (10) A bonded wine warehouse may not accept orders and
payments from consumers for direct shipments.

NEW SECTION

WAC 314-24-260 Consumer orders, internet sales, and delivery for
domestic winery licensees. (1) A domestic winery licensee may accept
orders for wine from, and deliver wine to, customers.

(a) Wine shall not be for resale.

(b) Wine must come directly from a licensed domestic wihery pos-
session or bonded wine warehouse.

(c) Wine may be ordered in person at a licensed location, by
mail, telephone, or internet, or by other similar methods.

(2) Sales and payment.

(a) Only a domestic winery licensee or a licensee®s direct em-
ployees may accept and process orders and payments. A contractor may
not do so on behalf of a domestic winery licensee, except for trans-
mittal of payment through a third-party service. The use of internet
or mobile application for retail customers to purchase alcohol in
Washington state are allowed under the following conditions:

(1) The internet sale will be made by the winery;

(i1) The payment for the sale will be processed by the winery;
and

(i1i1) The winery pays the owner of the internet or mobile appli-
cation a service fee.

(b) All orders and payments shall be fully processed before wine
transfers ownership or, in the case of delivery, leaves a licensed do-
mestic winery"s possession.

(c) Payment method. Payment methods include, but are not limited
to: Cash, credit or debit card, check or money order, electronic funds
transfer, or an existing prepaid account.

(d) Internet. To sell wine via the internet, a domestic winery
applicant must request internet sales privileges from the board prior
to beginning internet sales.

(3) Delivery shall be made only to a residence or business that
has an address recognized by the United States postal service; howev-
er, the board may grant an exception to this rule at its discretion. A
residence includes a hotel room, a motel room, or other similar lodg-
ing that temporarily serves as a residence.

(4) Wine may be delivered each day of the week between the hours
of 6:00 a.m. and 2:00 a.m. Delivery must be TfTully completed by 2:00
a.m.

(5) Age requirement.

(a) Under chapter 66.44 RCW, any person under twenty-one years of
age 1s prohibited from purchasing, delivering, or accepting delivery
of liquor.

(b) A delivery person must verify the age of the person accepting
delivery before handing over liquor.

(c) If no person twenty-one years of age or older is present to
accept a liquor order at the time of delivery, the liquor shall be re-
turned.
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(6) Delivery of liquor 1is prohibited to any person who shows
signs of intoxication.

(7) Wine must be sold in original containers.

(8) Packages delivered by a third party must have language stat-
ing that:

(a) The package contains liquor;

(b) The recipient must be twenty-one years of age or older; and

(c) Delivery to intoxicated persons is prohibited.

(9) Records and files shall be retained at the licensed premises.
Each delivery sales record shall include the following:

(a) Name of the purchaser;

(b) Name of the person who accepts delivery;

(c) Street addresses of the purchaser and the delivery location;

(d) Time and date of purchase and delivery; and

(e) A private carrier must obtain the signature of the person who
receives liquor upon delivery.

A sales record does not have to include the name of the delivery
person, but It is encouraged.

(10) When selling over the internet, all web site pages associ-
ated with the sale of liquor must display the domestic winery licen-
see"s registered trade name.

(11) A domestic winery licensee shall be accountable for all de-
liveries of liquor made on its behalf.

(12) The board may impose administrative enforcement action upon
a licensee, or suspend or revoke a licensee"s delivery privileges, or
any combination thereof, should a licensee violate any condition, re-
quirement, or restriction.

NEW SECTION

WAC 314-24-265 Defining wine of a winery®"s own production. A
domestic winery holding a valid license in both Washington and Oregon
may market and distribute wine produced in Oregon utilizing their
Washington winery license as the premises for transactions if the fol-
lowing conditions are met:

(1) The licensee must request approval from the WSLCB to market
and retail their Oregon wine at their Washington winery premises. Ap-
proval will be granted based on the documentation that demonstrates
compliance with this regulation.

(2) The licensee must demonstrate a valid Oregon winery license
and that the underlying ownership of the Oregon winery license 1is
identical to the Washington winery license.

(3) Both the Washington and Oregon wineries must manufacture wine
within the same TTB authorized appellation. Only wine from cross bor-
der appellations will be approved.

(4) Oregon wine to be marketed and/or sold in Washington must
have the appropriate taxes paid (RCW 66.24.210).
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AMENDATORY SECTION (Amending WSR 15-16-049, filed 7/29/15, effective
8/29/15)

WAC 314-28-030 What does a distillery license allow? (1) A dis-
tillery license allows the licensee to:

(a) Sell spirits of their own production directly to a licensed
spirits distributor in the state of Washington and to a licensed spi-
rits retailer in the state of Washington;

(b) Sell spirits of its own production for consumption off the
premises. A distiller selling spirits under this subsection must com-
ply with the applicable laws and rules relating to retailers;

(c) Provide free or for a charge one-half ounce or less samples
of spirits of its own production to persons on the premises of the
distillery((<)) under the following conditions:

(i) Samples may be altered with nonalcoholic mixers, mixers with
alcohol of the distiller"s own production, ice, and/or water.

(i1) The maximum ((tetal)) amount of alcohol per person per day
IS two ounces.

(iii1) Every person who participates in any manner in the service
of samples must obtain a class 12 alcohol server permit.

(d) Contract distilled spirits for, and sell contract distilled
spirits to, holders of distillers®™ or manufacturers® licenses, includ-
ing licenses issued under RCW 66.24.520, or for export.

(2) Contract production is when one distillery, referred to as
the ™contractor,”™ produces distilled spirits for and sells contract
distilled spirits to holders of a distillery license, or manufactur-
ers® license including licenses issued under RCW 66.24.520, referred
to as "contractee,”™ and for export from the state. This distilled spi-
rit i1s referred to as the "product.”

(a) The contractee is the product owner. The contractee may han-
dle the product under its license as the Revised Code of Washington
and the Washington Administrative Code allow.

(b) The contractor is required to physically transport all con-
tracted product to the contractee. The contractor is 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 and contractee are required to obtain any fed-
eral approvals.

AMENDATORY SECTION (Amending WSR 15-16-049, filed 7/29/15, effective
8/29/15)

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

(a) Produce one hundred fifty thousand proof gallons or less of
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 cus-
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tomer is physically present on the licensed premises. A craft distill-
er may not sell liquor products of someone else®s production;

(c) Sell spirits of its own production to a licensed spirits dis-
tributor;

(d) Sell spirits of its own production to a licensed spirits re-
tailer in the state of Washington;

(e) Sell to out-of-state entities;

() Provide, free or for a charge, samples of spirits of its own
production to persons on the distillery premises((~)) subject to the
following conditions:

(A) ((Eaeh—sample—must—be—eﬂe—half—eunee—e#—4ess——w+th—ne—mere

#)) The maximum

amount of alcohol Der Derson Der dav IS two ounces

(i1) Samples may be altered with nonalcoholic mixers, mixers with
alcohol of the distiller"s own production, ice, and/or water.

(iii1) Anyone involved in the serving of such samples must have a
valid Class 12 alcohol server permit.

(iv) Samples must be in compliance with RCW 66.28.040;

(g9) Provide samples of spirits of its own production to retail-
ers. Samples must be unaltered, and in compliance with RCW 66.28.040,
66.24.310 and WAC 314-64-08001. Samples are considered sales and are
subject to taxes;

(h) Contract produce spirits for holders of a distiller or manu-
facturer license.

(2) A craft distillery licensee may add a spirits, beer, and wine
restaurant license at the craft distillery premises. The licensee must
complete an application and submit the application and applicable fees
to the board for processing.

AMENDATORY SECTION (Amending WSR 12-12-065, filed 6/5/12, effective
7/6/12)

WAC 314-28-070 What are the monthly reporting and payment re-
quirements for a distillery and craft distillery license? (1) A dis-
tiller or craft distiller must submit monthly reports and payments to
the board.

The required monthly reports must be:

(a) On a form furnished by the board;

(b) Filed every month, including months with no activity or pay-
ment 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 Febru-
ary 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 quantity and proof of the spirits produced. The des-
ignation 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 main-
tained by the distiller. The completion of the production process Iis

[ 2] 0TS-9081.1



when the product is packaged for distribution. Production quantities
are reportable within thirty days of the completion of the production
process.

(3) ((On—sales—on—or—afterMareh—15;-20125)) A distillery or craft
distillery must pay ten percent of their gross spirits revenue to the
board on sales to a licensee allowed to sell spirits for on- or off-
premises consumption during the Tfirst ((&wo—years)) twenty-seven
months of licensure and five percent of thelr gross spirits revenues
to the board in ((year—th¥ree)) the twenty-eighth month and thereafter.

(@) ((on—sales—afterJune—15;—20125)) A distillery or craft dis-
tillery must pay seventeen percent of their gross spirits revenue to
the board on sales to customers for off-premises consumption.

(b) Payments must be submitted, with monthly reports, to 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 postmarked by the U.S. postal service no later than the next
postal business day.

AMENDATORY SECTION (Amending WSR 14-12-101, TFiled 6/4/14, effective
7/5/14)

WAC 314-28-080 What if a distillery or craft distillery licensee
fails to report or pay, or reports or pays late? Failure of a dis-
tillery or craft distiller to submit its monthly reports and payment
to the board as required ((#Ah—WAC—314-28-070(1H))) will be sufficient
grounds for the board to suspend or revoke the liquor license.

Penalties. A penalty of two percent per month will be assessed
on any payments postmarked after the twentieth day of the month fol-
lowing 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.

Absent a postmark, the date received at the Washington state lig-
uor control board, or designee, will be used to determine if penalties
are to be assessed.

AMENDATORY SECTION (Amending WSR 12-12-065, filed 6/5/12, effective
7/6/12)

WAC 314-28-090 Distilleries or craft distilleries—Selling out-
of-state. What are the requirements for a craft distillery licensee
to sell i1ts spirits product outside the state of Washington?

(1) A distillery or craft distillery licensee shall include, 1in
its monthly report to the board, information on the product it produ-
ces in-state and sells out-of-state. Information includes, but is not
limited to, the amount of proof gallons sold, and for a craft distill-
ery, the composition of raw materials used in production of the prod-
uct.
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(2) Product produced in-state and sold out-of-state counts to-
ward a craft distillery licensee"s ((shxty—thousand)) one hundred fif-
ty proof gallons per calendar year production [limit (({see—WAC

(3) Product produced in-state and sold out-of-state is subject
to the fifty percent Washington grown raw materials requirement for a
craft distillery.

(4) A distillery or craft distillery licensee is not subject to
Washington state liquor taxes on any product the licensee sells out-
of-state.

AMENDATORY SECTION (Amending WSR 16-01-102, filed 12/16/15, effective
1/16/16)

WAC 314-28-100 Consumer orders, internet sales, and delivery for
distillery and craft distillery licensees. A distillery or craft dis-
tillery licensee may accept orders for spirits from, and deliver spi-
rits to, customers.

(1) Resale. Spirits shall not be for resale.

(2) Stock location. Spirits must come directly from a licensed
distillery or craft distillery possession.

(3) How to place an order. Spirits may be ordered iIn person at a
licensed location, by mail, telephone, or internet, or by other simi-
lar methods.

(4) Sales and payment.

(a) Only a spirits distillery or craft distillery licensee or a
licensee™s direct employees may accept and process orders and pay-
ments. A contractor may not do so on behalf of a spirits distillery or
craft distillery licensee, except for transmittal of payment through a

third-party service. ((A—th+Fd—paFty—seFv+ee—may—net—sei+e+t—eustemer
business—on—behalfof a—spirits—distiHery orcraftdistiHery Heen-

see-

€))) The use of internet or mobile applications for retail cus-
tomers to purchase alcohol in Washington state are allowed under the
following conditions:

(i) The internet sale will be made by the distillery;

(ii) The payment for the sale will be processed by the distill-
ery; and

(iii) The distillery pays the owner of the internet or mobile ap-
plication a service fee.

(b) All orders and payments shall be fully processed before spi-
rits transfers ownership or, in the case of delivery, leaves a li-
censed distillery”s possession.

(c) All orders and payments shall be fully processed before spi-
rits transfers ownership or, in the case of delivery, leaves a li-
censed distillery®s or craft distillery®s possession.

((€e))) (d) Payment method. Payment methods include, but are not
limited to: Cash, credit or debit card, check or money order, elec-
tronic funds transfer, or an existing prepaid account. An existing
prepaid account may not have a negative balance.

(D)) (&) Internet. To sell spirits via the internet, a new
spirits distillery or craft distillery license applicant must request
internet sales privileges in his or her application. An existing spi-
rits distillery or craft distillery licensee must notify the board
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prior to beginning internet sales. A corporate entity representing
multiple stores may notify the board in a single letter on behalf of
affiliated spirits distillery or craft distillery licensees, as long
as the liquor license numbers of all licensee locations utilizing iIn-
ternet sales privileges are clearly identified.

(5) Delivery location. Delivery shall be made only to a residence
or business that has an address recognized by the United States postal
service; however, the board may grant an exception to this rule at its
discretion. A residence includes a hotel room, a motel room, or other
similar lodging that temporarily serves as a residence.

(6) Hours of delivery. Spirits may be delivered each day of the
week between the hours of 6:00 a.m. and 2:00 a.m. Delivery must be
fully completed by 2:00 a.m.

(7) Age requirement.

(a) Under chapter 66.44 RCW, any person under twenty-one years of
age 1s prohibited from purchasing, delivering, or accepting delivery
of liquor.

(b) A delivery person must verify the age of the person accepting
delivery before handing over liquor.

(c) If no person twenty-one years of age or older is present to
accept a liquor order at the time of delivery, the liquor shall be re-
turned.

(8) Intoxication. Delivery of liquor is prohibited to any person
who shows signs of intoxication.

(9) Containers and packaging.

(a) Individual units of spirits must be factory sealed iIn bot-
tles. For the purposes of this subsection, "factory sealed” means that
a unit is in one hundred percent resalable condition, with all manu-
facturer®™s seals intact.

(b) The outermost surface of a liquor package, delivered by a
third party, must have language stating that:

(i) The package contains liquor;

(i1) The recipient must be twenty-one years of age or older; and

(ii1) Delivery to intoxicated persons is prohibited.

(10) Required information.

(a) Records and files shall be retained at the licensed premises.
Each delivery sales record shall include the following:

(i) Name of the purchaser;

(i1) Name of the person who accepts delivery;

(if1) Street addresses of the purchaser and the delivery loca-
tion; and

(iv) Time and date of purchase and delivery.

(b) A private carrier must obtain the signature of the person who
receives liquor upon delivery.

(c) A sales record does not have to include the name of the de-
livery person, but it is encouraged.

(11) Web site requirements. When selling over the internet, all
web site pages associated with the sale of liquor must display the
spirits distillery or craft distillery licensee®"s registered trade
name .

(12) Accountability. A spirits distillery or craft distillery li-
censee shall be accountable for all deliveries of liquor made on its
behal T.

(13) Violations. The board may impose administrative enforcement
action upon a licensee, or suspend or revoke a licensee"s delivery
privileges, or any combination thereof, should a licensee violate any
condition, requirement, or restriction.
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NEW SECTION

WAC 314-28-210 Return of spirits by retailer—Replacement—Condi-
tions. No spirits shall be returned by any retail licensee to any
spirits distributor except as herein provided.

(1) Spirits which 1s not In a salable condition may be returned
by a retail licensee to the spirits distributor from whom purchased,
provided i1t is immediately replaced by the spirits distributor with an
identical quantity, type and brand of spirits. If the brand of spirits
IS not presently in the spirits distributor®s stock and i1s not availa-
ble to the distributor in the immediate future, a cash refund may be
made to the retail licensee upon the approval of the board first being
obtained.

(a) Every spirits distributor shall maintain on the licensed
premises for a period of three years complete records of all refunds
and exchanges made under this section including an inventory of unsal-
able spirits returned to such distributor by any retail licensee.

(b) Such unsalable spirits which requires reconditioning or de-
struction shall be returned by the spirits distributor to the distill-
ery or craft distillery which manufactured or produced the same, or to
the i1mporter who imported such spirits. When spirits which has been
returned to a distiller or craft distiller by any person for recondi-
tioning or destruction has been assembled at the distillery or craft
distillery, a complete inventory 1in duplicate of unsalable spirits
shall be filed with the board by the distillery or craft distillery
with a request that inspection be made of the returned spirits before
the reconditioning process or destruction iIs started. When spirits has
been returned by the distributor to the importer who imported such
spirits, a complete inventory of said spirits shall be filed in dupli-
cate with enforcement by the iImporter with a request that iInspection
be made of the returned spirits before the spirits iIs destroyed or re-
turned to the out-of-state manufacturer.

(c) Spirits which is not in a salable condition and has been re-
turned to a distillery, craft distillery or importer by a distributor
may be replaced by the supplier with an identical quantity, type, and
brand of spirits. IT the brand of spirits is not presently in the dis-
tillery, craft distillery, or importer®s stock and is not available to
the supplier In the immediate future, a cash refund or credit may be
made to the distributor by the supplier. Credit extended for the re-
turn of product should be noted on a separate document from the origi-
nal 1nvoice. Except as provided herein, no other adjustment, by way of
a cash refund or otherwise, shall be made by the distillery, craft
distillery, or spirits distributor.

(2) Spirits may be returned by a retail licensee or by a govern-
mental agency who has seized the same to the spirits distributor sell-
ing such spirits in the event the retailer goes out of the business of
selling spirits at retail a cash refund may be made upon return of the
spirits, provided that consent of the board is first had and obtained.

(3) Spirits different from that ordered which has been delivered
in error to a retail licensee may be returned to a spirits distributor
and either replaced with that spirits which was ordered or a cash re-
fund may be made upon the approval of the board first being obtained.
The error in delivery shall be discovered and corrected within eight
days of the date the delivery was made.
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(4) A distributor may return salable spirits to a Washington dis-
tillery or craft distillery provided the distillery or craft distill-
ery reimburses the distributor for the cost of the spirits.

NEW SECTION

WAC 314-28-220 Bonded and nonbonded spirits warehouse. D
There shall be a license that allows the storage and handling of bon-
ded bulk spirits and, to the extent allowed under federal law, bottled
spirits and the storage of tax-paid spirits not in bond. The licensee
is allowed to store spirits of a distillery, craft distillery or manu-
facturer.

(2) Spirits in bond (bulk) may be removed from a bonded spirits
warehouse for the purpose of being:

(a) Exported from the state;

(b) Returned to a distillery or spirits warehouse licensed under
this section; or

(c) Transferred to a distillery, spirits warehouse licensed under
this section, or a licensed bottling or packaging facility.

(3) Bottled spirits that are being removed from a spirits ware-
house licensed under this section tax-paid may be:

(a) Transferred back to the distillery that produced them;

(b) Shipped to a licensed Washington spirits distributor;

(c) Shipped to a licensed Washington spirits retailer;

(d) Exported from the state; or

(e) Removed for direct shipping to a consumer pursuant to RCW
66.20.410.

(4) Handling of bottled spirits that have been removed from bond
tax-paid and that reside in the spirits warehouse includes:

(a) Packaging and repackaging services;

(b) Bottle labeling services;

(c) Creating baskets or variety packs that may or may not include
nonspirits products; and

(d) Picking, packing, and shipping spirits orders on behalf of a
licensed distillery direct to consumers 1In accordance with RCW
66.20.410.

A distillery contracting with the operator of a spirits warehouse
licensed under this section for handling bottled spirits must comply
with all applicable state and federal laws and is responsible for fi-
nancial transactions in direct to consumer shipping activities.

(5) The license applicant must demonstrate:

(a) The right to have warehoused spirits under a valid federal
permit held by the distiller, craft distillery, or manufacturer who
maintains ownership and title to the spirits while they are in stor-
age;

(b) The location is physically secure;

(c) Zoned for the intended use; and

(d) Physically separated from any other use.

(6) A licensee must be a sole proprietor, a partnership, a limi-
ted liability company, a corporation, a port authority, a city, a
county, or any other public entity or subdivision of the state that
elects to license a bonded spirits warehouse as an agricultural or
economic development activity. One or more domestic distilleries or
manufacturers may operate as a partnership, corporation, business co-
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op, cotenant, or agricultural co-op for the purpose of obtaining a
bonded and nonbonded spirits warehouse license or storing spirits in
the facility under a common management and oversight agreement free of
charge or for a fee.

(7) The ownership and operation of a spirits warehouse facility
licensed under this section may be by a person or entity other than
those described in this section acting in a commercial warehouse man-
agement position under contract for such licensed persons or entities
on their behalf.

(8) A licensee must designate clearly in its license application
to the board the sections of the warehouse that are bonded and nonbon-
ded with a physical separation between such spaces, be physically se-
cure, zoned for the intended use, and physically separated from any
other use.

(9) The proprietor of the warehouse must maintain a plan for
tracking spirits being stored in the warehouse to ensure compliance
with relevant bonding and tax obligations.
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- R\ Washington State
/A Liquor and Cannabis Board

Date: October 18, 2017

To: Jane Rushford, Board Chair
Ollie Garrett, Board Member
Russ Hauge, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Peter Antolin, Deputy Director
Justin Nordhorn, Chief of Enforcement
Becky Smith, Licensing Director

Subject: Approval for filing proposed rules (CR 102) to implement 2017
alcohol legislation

Several alcohol bills passed during the 2017 legislative session. Rules are needed to
implement the legislation.

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 October 18, 2017, and is attached to this order.

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

October 18, 2017 Board is asked to approve filing the proposed rules (CR
102 filing)
November 1, 2017 Code Reviser publishes notice, LCB sends notice to

rules distribution list

November 29, 2017 Public Hearing held

November 29, 2017 End of written comment period

December 13, 2017 Board is asked to adopt rules

December 13, 2017 Agency sends notice to those who commented both at
the public hearing and in writing.

December 13, 2017 Agency files adopted rules with the Code Reviser (CR
103)

January 13, 2018 Rules are effective (31 days after filing)

CR 102 2017 leg implementation 1 10/18/17



Approve Disapprove

Jane Rushford, Chair Date

Approve Disapprove

Ollie Garrett, Board Member Date

Approve Disapprove

Russ Hauge, Board Member  Date

Attachment: Issue Paper
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Washington State Liquor and Cannabis Board

Issue Paper

2016 Liquor Legislation Implementation
Date: October 18, 2017

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
proposed rules (CR 102) to implement 2017 liquor legislation.

Why is rule making necessary?
New rules and revisions to current rules are needed to implement the following
legislation that passed during the 2017 legislative session:

e SHB 1176 Allows a liquor licensee that is allowed to sell growlers of
beer and cider to sell growlers of mead.

e 2SHB 1351 Creates a new off-premises retail license that allows the
sale of spirits, beer, and wine at retail in bottles, can, and original
containers.

e HB 1718 Creates a wine auction permit.

e SHB 1902 Creates a caterer’s endorsement for a tavern license.

What changes are being made?

Amended Section WAC 314-02-060 What is a caterer’s endorsement? Added a tavern license to
this rule. (SHB 1902)

Amended Section. WAC 314-02-061 What is required for offsite storage of liquor under a
caterer’s endorsement? Added a tavern licensee to this rule. (SHB 1902)

New Section. WAC 314-02-092 What is a combination spirits, beer, and wine license? Created a
new section to implement 2SHB 1351.

Amended Section. WAC 314-02-103 What is a wine retailer reseller endorsement? Added the
holder of a combination spirits, beer, and wine license to this rule to implement 2SHB 1351.

Amended Section. WAC 314-38-020 Permits — Fees established. Added language for a wine
auction permit. (HB 1718)

New Section. WAC 314-38-110 Nonprofit wine auction permit. Created a new section for the
wine auction permit to implement HB 1718.
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AMENDATORY SECTION (Amending WSR 17-12-030, filed 5/31/17, effective
7/1/17)

WAC 314-02-060 What is a caterer®s endorsement? (1) A spirits,
beer, and wine restaurant ((and)), a beer and/or wine restaurant, and
a tavern applicant or licensee may apply for a caterer®s endorsement,
in order to extend the on-premises license privilege to allow the sale
and service of liquor at locations other than liquor licensed prem-
ises. See RCW 66.24.420(6) ((and)), 66.24.320(2), and 66.24.330 for
more information about this endorsement.

(2) The annual fee for this endorsement is three hundred TfTifty
dollars.

AMENDATORY SECTION (Amending WSR 09-02-012, filed 12/29/08, effective
1/29/09)

WAC 314-02-061 What is required for offsite storage of liquor
under a caterer"s endorsement? A spirits, beer, and wine restaurant
licensee with a caterer®s endorsement, ((e¥)) a beer and/or wine res-
taurant licensee with a caterer"s endorsement, or a tavern licensee
with a caterer®s endorsement, may store its alcohol at locations de-
scribed in RCW 66.24.320, 66.24.330, and 66.24.420 that are not on the
licensed premises 1f the following conditions are met:

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

(2) Liquor storage must be within the event location where cater-
ing 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 catered events, 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 liquor 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 catered events, the licensee
must submit copies of documents that evidence the ownership or lease-
hold interest.

NEW SECTION

WAC 314-02-092 What is a combination spirits, beer, and wine li-
cense? (1) Per RCW 66.24.632, a combination spirits, beer, and wine
license is a retail license that allows a licensee to sell beer and
wine, including strong beer, at retail in bottles, cans, and original
containers for off-premises consumption, and to:
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(a) Sell spirits in original containers to consumers for off-
premises consumption and to permit holders;

(b) Sell spirits in original containers to retailers licensed to
sell spirits for consumption on the premises, for resale at their li-
censed premises according to the terms of their licenses. No single
sale may exceed twenty-four liters; and

(c) Export spirits.

(2) A combination spirits, beer, and wine licensee that intends
to sell to an on-premises retailer must possess a basic permit under
the Federal Alcohol Administration Act. This permit must provide for
purchasing distilled spirits for resale at wholesale. A copy of the
federal basic permit must be submitted to the board. A federal basic
permit is required for each location from which the combination spi-
rits, beer, and wine licensee plans to sell to an on-premises retail-
er.

(3) A sale by a combination spirits, beer, and wine licensee is a
retail sale only If not for resale to an on-premises spirits retailer.
On-premises retail licensees that purchase spirits from a combination
spirits, beer, and wine licensee must abide by RCW 66.24.630.

(4) A combination spirits, beer, and wine licensee must pay to
the board seventeen percent of all spirits sales. (see WAC 314-02-109
for quarterly reporting requirements).

Reporting of spirits sales and payment of fees must be submitted
on forms provided by the board.

(5) The board may issue a combination spirits, beer, and wine li-
cense:

(a) (1) For premises comprising at least ten thousand square feet
of fully enclosed retail space within a single structure, including
store rooms and other interior areas. This does not include any area
encumbered by a lease or rental agreement; and

(i1) To applicants that the board determines will maintain appro-
priate systems for inventory management, employee training, employee
supervision, and physical security of the product.

(b) For premises of a former contract liquor store; or

(c) To a holder of former state liquor store operating rights
sold at auction.

(6) A spirits retail licensee may apply for a sampling endorse-
ment to conduct spirits, beer, and wine sampling if they meet the fol-
lowing criteria:

(a) Be a participant in the responsible vendor program;

(b) Advertising:

(i) For combination spirits, beer, and wine retail licensees, ad-
vertising samplings may not be placed in the windows or outside of the
premises that can be viewed from the public right of way;

(i1) Advertising of sampling may be advertised but not state that
sampling is free of charge.

(c) Samplings are to be conducted in the following manner:

(i) Samplings service area and facilities must be located within
the licensee"s fully enclosed retail area and must be of a size and
design that the licensee can observe and control persons in the area;

(i1) The licensee must provide a sketch of the sampling area.
Fixed or moveable barriers are required around the sampling area to
ensure that persons under twenty-one years of age and apparently in-
toxicated persons cannot possess or consume alcohol. The sketch is to
be included with the application for the spirits sampling endorsement;

(i1i1) Each sample may be no more than one-half ounce of spirits,
and no more than a total of one and one-half ounces of spirits samples
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per person during any one Visit to the premises. Spirits samples may
be altered with mixers, water, and/or ice. Beer and wine samples must
be two ounces or less, up to a total of four ounces per person during
any one visit to the premises;

(iv) The licensee must have food available for the sampling par-
ticipants;

(v) Customers must remain in the service area while consuming
samples;

(vi) All employees serving spirits, beer, or wine during sampling
events must hold a class 12 server permit;

(vii) There must be at least two employees on duty when conduct-
ing sampling events;

(viii) Sampling activities are subject to RCW 66.28.305 and
66.28.040.

(d) Licensees are required to send a list of scheduled sampling
events to their regional enforcement office at the beginning of each
month. The date and time for each sampling must be included;

(e) The cost for a beer and wine sampling endorsement is two hun-
dred dollars. There is no charge for a spirits sampling endorsement.

(7) A grocery store licensee may sell beer in kegs or other con-
tainers holding at least four gallons and less than five and one-half
gallons of beer. See WAC 314-02-115 regarding keg registration re-
quirements.

(8) A grocery store licensee may sell beer and wine over the in-
ternet. See WAC 314-03-020 regarding internet sales and delivery.

(9) A grocery store applicant or licensee may apply for an inter-
national exporter endorsement for five hundred dollars a year, which
allows the sale of beer and wine for export to locations outside the
United States.

(10) A grocery store licensee may apply for an endorsement to
sell beer and cider growlers.

(a) Beer and cider must be sold in sanitary containers provided
by the purchaser, licensee or the manufacturer and filled by the em-
ployee at the time of purchase.

(b) The taps must be located behind a counter where only employ-
ees have access or the taps must have locks preventing use unless un-
locked and operated by an employee.

(c) Only employees of the licensee are permitted to operate the
taps.

(d) All employees operating a tap must hold a class 12 alcohol
server permit.

(e) The cost for the endorsement is one hundred twenty dollars.

AMENDATORY SECTION (Amending WSR 17-08-099, filed 4/5/17, effective
5/6/17)

WAC 314-02-103 What is a wine retailer reseller endorsement?
(1) A wine retailer reseller endorsement is issued to the holder of a
grocery store liquor license ((e¥)), the holder of a beer and/or wine
specialty shop license, or the holder of a combination spirits, beer,
and wine license to allow the sale of wine at retail to on-premises
liquor licensees.

(2) For holders of a grocery store license: No single sale to an
on-premises liquor licensee may exceed twenty-four liters.
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(3) For holders of a beer and/or wine specialty shop license:

(a) No single sale may exceed twenty-four liters, unless the sale
is made by a licensee that was formerly a state liquor store or con-
tract liquor store.

(b) May sell a maximum of five thousand liters of wine per day
for resale to retailers licensed to sell wine for consumption on the
premises.

(4) A grocery store licensee or a beer and/or wine specialty shop
licensee with a wine retailer reseller endorsement may accept delivery
at its licensed premises or at one or more warehouse facilities regis-
tered with the board.

(5) The holder of a wine retailer reseller endorsement may also
deliver wine to its own licensed premises from the registered ware-
house; may deliver wine to on-premises licensees, or to other ware-
house facilities registered with the board. A grocery store licensee
or a beer and/or wine specialty shop licensee wishing to obtain a wine
retailer reseller endorsement that permits sales to another retailer
must possess and submit a copy of their federal basic permit to pur-
chase wine at wholesale for resale under the Federal Alcohol Adminis-
tration Act. A federal basic permit is required for each location from
which the grocery store licensee or beer and/or wine specialty shop
licensee holding a wine retailer reseller endorsement plans to sell
wine to another retailer.

(6) The annual fee for the wine retailer reseller endorsement for
a grocery store licensee is one hundred sixty-six dollars.

(7) The annual fee for the wine retailer reseller endorsement for
a beer and/or wine specialty shop licensee is one hundred ten dollars.

(8) Sales made under the reseller endorsement are not classified
as retail sales for taxation purposes.
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AMENDATORY SECTION (Amending WSR 17-08-099, Tfiled 4/5/17, effective
5/6/17)

WAC 314-38-020 Permits—Fees established. The fees for permits
authorized under RCW 66.20.010 are hereby established as follows:

(1) A fee of fTive dollars i1s established for a special permit as
authorized by RCW 66.20.010(1).-

(2) The fee for a special permit as authorized by RCW
66.20.010(2) for purchase of five gallons or less is established as
five dollars and for purchase of over fTive gallons is established as
ten dollars.

(3) A fee for a banquet permit, as authorized by RCW
66.20.010(3), i1s established in WAC 314-18-040.

(4) The fee for a special business permit, as authorized by RCW
66.20.010(4), is established 1n WAC 314-38-010(2).

(5) The fee of ten dollars is established for a special permit as
authorized by RCW 66.20.010(5).

(6) A fee of fTive dollars is established for a special permit as
authorized by RCW 66.20.010(6).

(7) A special permit as authorized by RCW 66.20.010(7) shall be
issued without charge to those eligible entities.

(8) The fee of twenty-five dollars is established for a special
permit as authorized by RCW 66.20.010(8).

(9) The fee of twenty-five dollars is established for a special
permit as authorized by RCW 66.20.010(9).

(10) The fee of thirty dollars is established for a special per-
mit as authorized by RCW 66.20.010(10).

(11) The fee of seventy-five dollars i1s established for a special
permit as authorized by RCW 66.20.010(11).

(12) The fee of ten dollars i1s established for a special permit
as authorized by RCW 66.20.010(13).

(13) The fee of ten dollars i1s established for a special permit
as authorized by RCW 66.20.010(14).

(14) The fee of ten dollars i1s established for a special permit
as authorized by RCW 66.20.010(15).

(15) The fee of twenty-five dollars i1s established for a special
permit as authorized by RCW 66.20.010(16).

(16) The fee of twenty-five dollars is established for a special
permit as authorized by RCW 66.20.010(17).

NEW SECTION

WAC 314-38-110 Nonprofit wine auction permit. (1) A nonprofit
auction permit is for a nonprofit organization to sell wine through a
private auction not open to the public.

(2) The nonprofit organization must complete a nonprofit wine
auction permit application and submit the application and fee to the
WSLCB.

(a) The date and location of the auction must be specified on the
application.

(b) The one-time event fee i1s twenty-five dollars multiplied by
the number of wineries that are selling wine at the auction event.
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(c) A list of event attendees must be submitted with the wine
auction permit application.

(3) The holder of the permit may conduct wine tastings of the
wine to be auctioned at the event.

(4) All wine sold by auction cannot be consumed during the event.

(5) Wine from multiple wineries may be sold at the auction. Each
winery must be listed on the application.

(6) The permit must be posted iIn a conspicuous location at the
premises for which the permit was issued during all times the permit
is in use.
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R\ Washington State
Liquor and Cannabis Board

Date: October 18, 2017

To: Jane Rushford, Board Chair
Ollie Garrett, Board Member
Russ Hauge, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Peter Antolin, Deputy Director
Justin Nordhorn, Chief of Enforcement
Becky Smith, Licensing Director

Subject: Approval for filing proposed rules (CR 102) for Private Label Spirits

Rules are needed to clarify the requirements for private label spirits.

Process

The Rules Coordinator requests approval to file the pre-proposal statement of inquiry
(CR 101) for the rule making described above. An issue paper on this rule was
presented at the Board meeting on October 18, 2017, and is attached to this order.

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

October18, 2017 Board is asked to approve filing the proposed rules (CR
102 filing)
November 1, 2017 Code Reviser publishes notice, LCB sends notice to

rules distribution list

November 29, 2017 Public Hearing held

November 29, 2017 End of written comment period

December 13, 2017 Board is asked to adopt rules

December 13, 2017 Agency sends notice to those who commented both at
the public hearing and in writing.

December 13, 2017 Agency files adopted rules with the Code Reviser (CR
103)

January 13, 2018 Rules are effective (31 days after filing)
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Approve Disapprove

Jane Rushford, Chair Date

Approve Disapprove

Ollie Garrett, Board Member Date

Approve Disapprove

Russ Hauge, Board Member Date

Attachment: Issue Paper
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Washington State Liquor and Cannabis Board
Issue Paper
Rule Making on Private Label Spirits

Date: October 18, 2017
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
proposed rules (CR 102) for private label spirits.

Why is rule making necessary?
Rules are needed to clarify the requirements for private label spirits between a
distiller, craft distiller, or spirits certificate of approval holder and a spirits retailer.

What changes are being made?

New Section. WAC 314-12-145 Private Label Spirits. Includes the
requirements for privates label spirits.
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NEW SECTION

WAC 314-12-146 Private label spirits. Distillers, crafter dis-
tillers, spirit certificate of approval holders, and manufacturers of
spirits may produce private label spirits for on-premises and off-
premises spirits retailers under the following conditions:

(1) There may be no exclusivity between the producer and the re-
tailer for the private label spirit product. The spirit product must
be reasonably available to all spirits retailers licensed to sell spi-
rits;

(2) A copy of the contract between the producer and the spirits
retailer for all private label spirits products must be submitted to
the board; and

(3) The distiller, craft distiller, spirit certificate of appro-
val holder, or manufacturer of spirits must submit a TTB certificate
of label approval for each private label produced to the board for re-
view.
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