Washington State
Liquor and Cannabis Board

November 18, 2020

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

From: Audrey Vasek, Policy and Rules Coordinator

Copy: Rick Garza, Agency Director
Megan Duffy, Deputy Director
Justin Nordhorn, Chief of Enforcement
Becky Smith, Licensing Director
Jim Morgan, Chief Financial Officer
Kathy Hoffman, Policy and Rules Manager

Subject: CR 102 for Implementation of 2020 Alcohol Legislation — HB 2412,
ESSB 5006, ESSB 6095, and SSB 6392.

The Policy and Rules Coordinator requests approval to file a rule proposal (CR 102) for
the rule making described in the CR 102 Memorandum attached to this order and
presented at the Board meeting on November 18, 2020.

If approved for filing, the tentative timeline for this rule proposal is as follows:

November 18, 2020 | Board is asked to approve filing proposed rules (CR 102).
CR 102 filed with the Office of the Code Reviser.

LCB webpage updated and notice circulated by
GovDelivery rules distribution list.

Formal comment period begins.

December 2, 2020 Notice published in the Washington State Register.

January 6, 2021 Public hearing held and formal comment period ends.

No earlier than Board is asked to adopt rules if no substantive changes
January 20, 2021 are made (CR 103).

Concise Explanatory Statement provided to individuals
who offered written and oral comment at the public
hearing, and during the formal comment period,
consistent with RCW 34.05.325.

CR 103 and adopted rules are filed with the Office of the
Code Reviser.

LCB webpage updated and notice circulated by
GovDelivery rules distribution list.

February 20, 2021 Rules are effective 31 days after filing (unless otherwise
specified), consistent with RCW 34.05.380(2).
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__X__ Approve
__X__ Approve
__X__ Approve

Disapprove

SR
/

Jane Rushford, Chair
Disapprove S == O\,

Ollie Garrett, Board Member
Disapprove

Russ Hauge, Board Member

Attachments: CR 102 Memorandum
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R\ Washington State
Liquor and Cannabis Board

CR 102 Memorandum

Regarding Implementation of 2020 Alcohol Legislation — HB
2412, ESSB 5006, ESSB 6095, and SSB 6392.

Date: November 18, 2020
Presented by: Audrey Vasek, Policy and Rules Coordinator
Background

The Washington State Liquor and Cannabis Board (WSLCB) began to consider
rule revisions to implement the following four alcohol-related 2020 bills by
initiating a formal rule inquiry under WSR # 20-15-160 on July 22, 2020:

e House Bill (HB) 2412 (chapter 230, Laws of 2020), which increased the
number of retail liquor licenses that a licensed domestic brewery or
microbrewery may hold from two to four, and exempts licensed domestic
breweries and microbreweries from certain keg registration and
identification requirements.

e Engrossed Substitute Senate Bill (ESSB) 5006 (chapter 186, Laws of
2020), which created a new type of endorsement that allows a licensed
domestic winery to sell beer by the single serving for on-premises
consumption and allows a licensed domestic brewery or microbrewery to
sell wine by the single serving for on-premises consumption, under certain
circumstances. The annual fee for the new endorsement is set by law
(RCW 66.24.246) at $200.

e Engrossed Substitute Senate Bill (ESSB) 6095 (chapter 200, Laws of
2020), which made changes to the interstate common carrier license and
created new exceptions to the money or moneys’ worth restrictions under
the three-tier system for alcohol regulation.

e Substitute Senate Bill (SSB) 6392 (chapter 210, Laws of 2020), which
created a new type of license for local wine industry associations. The
annual fee for the new license is set by law (RCW 66.24.165) at $700.

The rule proposal aligns existing rule language with changes made to the law by
HB 2412 and ESSB 6095 and establishes new rule sections needed to
implement ESSB 5006 and SSB 6392. Specifically, the rule proposal:

e Amends WAC 314-20-017 and 314-02-115 to align existing rule language
with the changes made to statute by HB 2412;
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e Creates two new rule sections WAC 314-20-019 and 314-24-163 to
implement the new brewery/winery on-premise consumption
endorsement created in ESSB 5006;

¢ Amends WAC 314-27-010, 314-52-080, 314-52-090, 314-52-110, and
314-12-140 to align existing rule language with the changes made to
statute by ESSB 6095; and

e Creates a new rule section WAC 314-24-270 to implement the new local
wine industry association license created by SSB 6392.

The WSLCB estimates that the proposed new rules to implement ESSB 5006
and SSB 6392 will result in new costs of compliance for businesses that choose
to apply for these new endorsement or license types:

e Brewery and winery licensees that choose to apply for the new
endorsement type created by ESSB 5006 must pay a $200 annual fee that
is mandated by RCW 66.24.246. Additionally, licensees that apply for the
new endorsement type will have costs associated with the initial
application process, including the time needed to complete the application
and any associated interaction with WSLCB representatives to discuss or
verify application information.

e Organizations that choose to apply for the new local wine industry
association license created by SSB 6392 must pay a $700 annual fee that
is mandated by RCW 66.24.165. Additionally, organizations that apply for
the license will have costs associated with the initial application and
annual renewal process, including the time needed to complete the
application for the license and any associated interaction with WSLCB
representatives to discuss or verify application information. Licensees will
also have administrative costs associated with each event or marketing
program that they hold.

Both the new endorsement created by ESSB 5006 and the new license created
by SSB 6392 are optional. Businesses only need to obtain these endorsements
or licenses if they wish to have the new privileges allowed by the new
endorsement or license type.

The WSLCB estimates that the proposed rule revisions to implement HB 2412
and ESSB 6095 will not result in new or additional costs of compliance or
regulatory burden for licensees. The proposed rule revisions to implement HB
2412 and ESSB 6095 do not create any new fees or add additional costs for
licensees.

Rule Necessity
The proposed rules are needed to align existing rules with and implement the law
as established by HB 2412, ESSB 5006, ESSB 6095, and SSB 6392.
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Description of Rule Changes

Amended Section. WAC 314-02-115. Concerning keg registration requirements.
The proposed amendments to this rule section align the existing rule language
with the law as established and dictated by HB 2412. Revisions include
exempting licensed domestic breweries and microbreweries from certain keg
registration and identification requirements when selling kegs of beer of their own
production, consistent with RCW 66.28.200 and 66.28.210.

Amended Section. WAC 314-12-140. Concerning prohibited practices under the
three-tier system for alcohol regulation. The proposed amendments to this rule
section align the existing rule language with the law as established and dictated
by ESSB 6095. A cross-reference to RCW 66.28.310, which contains exceptions
to the money or moneys’ worth restrictions, is added to subsection (2).

Amended Section. WAC 314-20-017. Concerning brewery and microbrewery
retail liquor licenses. The proposed amendments to this rule section align the
existing rule language with the law as established and dictated by HB 2412.
Revisions include increasing the number of retail liquor licenses that a licensed
domestic brewery or microbrewery may hold from two to four, consistent with
RCW 66.24.240 and 66.24.244, and making a non-substantive technical and
clarifying change to update a subsection number in an RCW cross-reference.

New Section. WAC 314-20-019. Concerning the domestic brewery or
microbrewery endorsement for on-premises consumption of wine. The proposed
new rule section implements the law as established and dictated by ESSB 5006.
Consistent with RCW 66.24.246, the proposed rule section describes and
clarifies the requirements that an endorsement holder must comply with in order
to sell wine for on-premises consumption, and includes a reference to the annual
fee for the new endorsement, which is set by law at $200.

New Section. WAC 314-24-163. Concerning the domestic winery endorsement
for on-premises consumption of beer. The proposed new rule section implements
the law as established and dictated by ESSB 5006. Consistent with RCW
66.24.246, the proposed rule section describes and clarifies the requirements
that an endorsement holder must comply with in order to sell beer for on-
premises consumption, and includes a reference to the annual fee for the new
endorsement, which is set by law at $200.

New Section. WAC 314-24-270. Concerning the local wine industry association
license. The proposed new rule section implements the law as established and
dictated by SSB 6392. Consistent with RCW 66.24.165, the proposed rule
section describes and clarifies the application criteria for a local wine industry
association license, along with certain requirements and privileges of the license.
A reference to the annual fee for the new endorsement, which is set by law at
$200, is also included.
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Amended Section. WAC 314-27-010. Concerning the interstate common carrier
license. The proposed amendments to this rule section align the existing rule
language with the law as established and dictated by ESSB 6095. Revisions
include adding a new subsection (5) containing a reference to the new privileges
authorized under RCW 66.24.395, and a new subsection (6) containing a
reference to the promotional, advertising, and other activities that licensed
interstate common carriers and industry members are permitted to engage in
under RCW 66.28.310. Revisions also include non-substantive technical and
clarifying changes, such as lower-casing the term “Interstate Common Carrier”
throughout the section and updating the section caption from “Liquor purchases
by Interstate Common Carrier licensees—Reports.” to “Interstate common carrier
license—Reports.” The phrase “spirituous liquor” is removed from the tax
reporting requirement consistent with Initiative 1183, which moved all spirits tax
collection from the WSLCB to the Department of Revenue in 2012.

Amended Section. WAC 314-52-080. Concerning novelty advertising. The
proposed amendments to this rule section align the existing rule language with
the law as established and dictated by ESSB 6095. A new subsection (6) is
added containing a reference to the promotional, advertising, and other activities
that licensed interstate common carriers and industry members are permitted to
engage in under RCW 66.28.310 as an exception to the money or moneys’ worth
restrictions under the three-tier system for alcohol regulation.

Amended Section. WAC 314-52-090. Concerning advertising sponsored jointly
by retailers and manufacturers, importers, or distributors. The proposed
amendments to this rule section align the existing rule language with the law as
established and dictated by ESSB 6095. A new subsection (4) is added
containing a reference to the promotional, advertising, and other activities that
licensed interstate common carriers and industry members are permitted to
engage in under RCW 66.28.310 as an exception to the money or moneys’ worth
restrictions under the three-tier system for alcohol regulation.

Amended Section. WAC 314-52-110. Concerning advertising by retail
licensees. The proposed amendments to this rule section align the existing rule
language with the law as established and dictated by ESSB 6095. A new
subsection (5) is added containing a reference to the promotional, advertising,
and other activities that licensed interstate common carriers and industry
members are permitted to engage in under RCW 66.28.310 as an exception to
the money or moneys’ worth restrictions under the three-tier system for alcohol
regulation.

Attachments:

Attachment A. (Table containing public feedback received on conceptual draft
rules to implement 2020 alcohol legislation.)

Attachment B. (GovDelivery Messaging re Conceptual Draft Rules.)
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CODE REVISER USE ONLY

PROPOSED RULE MAKING

CR-102 (December 2017)

(Implements RCW 34.05.320)
Do NOT use for expedited rule making

Agency: Washington State Liquor and Cannabis Board

Original Notice
[ Supplemental Notice to WSR
[0 Continuance of WSR

Preproposal Statement of Inquiry was filed as WSR 20-15-160 ; or

[ Expedited Rule Making--Proposed notice was filedas WSR ______; or
[ Proposal is exempt under RCW 34.05.310(4) or 34.05.330(1); or

(] Proposal is exempt under RCW _____.

Title of rule and other identifying information: (describe subject) Implementation of 2020 Alcohol Legislation. The
Washington State Liquor and Cannabis Board (Board) proposes new rule sections and amendments to existing rule sections
to align existing rules with and implement the law as established by the following four alcohol-related bills enacted during the
2020 legislative session: House Bill (HB) 2412 (chapter 230, Laws of 2020), Engrossed Substitute Senate Bill (ESSB) 5006
(chapter 186, Laws of 2020), Engrossed Substitute Senate Bill (ESSB) 6095 (chapter 200, Laws of 2020), and Substitute
Senate Bill (SSB) 6392 (chapter 210, Laws of 2020).

The following section in chapter 314-02 WAC is revised: WAC 314-02-115 “What are the requirements for licensees that
sell keg beer?”.

The following section in chapter 314-12 WAC is revised: WAC 314-12-140 “Prohibited practices—Contracts—Gifts—
Rebates, etc.”.

The following sections in chapter 314-20 WAC are revised or new: WAC 314-20-017 “Brewery and microbrewery retail
liquor licenses—Selling kegs and containers.”; WAC 314-20-019 “Domestic brewery or microbrewery endorsement for on-
premises consumption of wine.”

The following sections in chapter 314-24 WAC are new: WAC 314-24-163 “Domestic winery endorsement for on-
premises consumption of beer.”; WAC 314-24-270 “Local wine industry association license.”

The following section in chapter 314-27 WAC is revised: WAC 314-27-010 “Liquor purchases by Interstate Common
Carrier licensees—Reports.”

The following sections in chapter 314-52 WAC are revised: WAC 314-52-080 “Novelty advertising.”; WAC 314-52-090
“Advertising sponsored jointly by retailers and manufacturers, imports, or distributors.”; WAC 314-52-110 “Advertising by
retail licensees.”

Hearing location(s):
Date: Time: Location: (be specific) Comment:

January 6, 2021 10:00 am |In response to the coronavirus For more information about Board meetings, please
disease 2019 (COVID-19) public |visit https://Icb.wa.gov/Boardmeetings/Board_meetings.
health emergency, the Board will
not provide a physical location for
this hearing to promote social
distancing and the safety of the
citizens of Washington state. A
virtual public hearing, without a
physical meeting space, will be
held instead. Board members,
presenters, and staff will all
participate remotely. The public
may login using a computer or
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https://lcb.wa.gov/boardmeetings/board_meetings

device, or call-in using a phone,
to listen to the meeting through
the Webex application. The public
may provide verbal comments
during the specified public
comment and rules hearing
segments.

Date of intended adoption: Not earlier than January 20, 2021. (Note: This is NOT the effective date)

Submit written comments to:

Name: Audrey Vasek

Address: 1025 Union Avenue, Olympia, WA 98501
Email: rules@lcb.wa.gov

Fax: 360-664-9689

Other:

By (date) January 6, 2021

Assistance for persons with disabilities:

Contact Claris Nhanabu, ADA Coordinator, Human Resources
Phone: 360-664-1642

Fax: 360-664-9689

TTY: 7-1-1 or 1-800-833-6388

Email: Claris.Nhanabu@Icb.wa.gov

Other:

By (date) December 30, 2020

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The purpose of this rule
proposal is to align existing rule language with changes made to the law by HB 2412 and ESSB 6095 and establish new rule
sections needed to implement ESSB 5006 and SSB 6392. Specifically, the rule proposal:

Amends WAC 314-02-115, concerning keg registration requirements. The proposed amendments to this rule section
align the existing rule language with the law as established and dictated by HB 2412. Revisions include exempting
licensed domestic breweries and microbreweries from certain keg registration and identification requirements when
selling kegs of beer of their own production, consistent with RCW 66.28.200 and 66.28.210.

Amends WAC 314-12-140, concerning prohibited practices under the three-tier system for alcohol regulation. The
proposed amendments to this rule section align the existing rule language with the law as established and dictated by
ESSB 6095. A cross-reference to RCW 66.28.310, which contains exceptions to the money or moneys’ worth
restrictions, is added to subsection (2).

Amends WAC 314-20-017, concerning brewery and microbrewery retail liquor licenses. The proposed amendments
to this rule section align the existing rule language with the law as established and dictated by HB 2412. Revisions
include increasing the number of retail liquor licenses that a licensed domestic brewery or microbrewery may hold
from two to four, consistent with RCW 66.24.240 and 66.24.244, and making a hon-substantive technical and
clarifying change to update a subsection number in an RCW cross-reference.

Creates a new section WAC 314-20-019, concerning the domestic brewery or microbrewery endorsement for on-
premises consumption of wine. The proposed new rule section implements the law as established and dictated by
ESSB 5006. Consistent with RCW 66.24.246, the proposed rule section describes and clarifies the requirements that
an endorsement holder must comply with in order to sell wine for on-premises consumption, and includes a reference
to the annual fee for the new endorsement, which is set by law at $200.

Creates a new section WAC 314-24-163, concerning the domestic winery endorsement for on-premises consumption
of beer. The proposed new rule section implements the law as established and dictated by ESSB 5006. Consistent
with RCW 66.24.246, the proposed rule section describes and clarifies the requirements that an endorsement holder
must comply with in order to sell beer for on-premises consumption, and includes a reference to the annual fee for
the new endorsement, which is set by law at $200.

Creates a new section WAC 314-24-270, concerning the local wine industry association license. The proposed new
rule section implements the law as established and dictated by SSB 6392. Consistent with RCW 66.24.165, the
proposed rule section describes and clarifies the application criteria for a local wine industry association license,
along with certain requirements and privileges of the license. A reference to the annual fee for the new endorsement,
which is set by law at $200, is also included.
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e Amends WAC 314-27-010, concerning the interstate common carrier license. The proposed amendments to this rule
section align the existing rule language with the law as established and dictated by ESSB 6095. Revisions include
adding a new subsection (5) containing a reference to the new privileges authorized under RCW 66.24.395, and a
new subsection (6) containing a reference to the promotional, advertising, and other activities that licensed interstate
common carriers and industry members are permitted to engage in under RCW 66.28.310. Revisions also include
non-substantive technical and clarifying changes, such as lower-casing the term “Interstate Common Carrier”
throughout the section and updating the section caption from “Liquor purchases by Interstate Common Carrier
licensees—Reports.” to “Interstate common carrier license—Reports.” The phrase “spirituous liquor” is removed from
the tax reporting requirement consistent with Initiative 1183, which moved all spirits tax collection from the WSLCB to

the Department of Revenue in 2012.

e Amends WAC 314-52-080, concerning novelty advertising. The proposed amendments to this rule section align the
existing rule language with the law as established and dictated by ESSB 6095. A new subsection (6) is added
containing a reference to the promotional, advertising, and other activities that licensed interstate common carriers
and industry members are permitted to engage in under RCW 66.28.310 as an exception to the money or moneys’

worth restrictions under the three-tier system for alcohol regulation.

e Amends WAC 314-52-090, concerning advertising sponsored jointly by retailers and manufacturers, importers, or
distributors. The proposed amendments to this rule section align the existing rule language with the law as
established and dictated by ESSB 6095. A new subsection (4) is added containing a reference to the promotional,
advertising, and other activities that licensed interstate common carriers and industry members are permitted to
engage in under RCW 66.28.310 as an exception to the money or moneys’ worth restrictions under the three-tier

system for alcohol regulation.

e Amends WAC 314-52-110, concerning advertising by retail licensees. The proposed amendments to this rule section
align the existing rule language with the law as established and dictated by ESSB 6095. A new subsection (5) is
added containing a reference to the promotional, advertising, and other activities that licensed interstate common
carriers and industry members are permitted to engage in under RCW 66.28.310 as an exception to the money or

moneys’ worth restrictions under the three-tier system for alcohol regulation.

Reasons supporting proposal: The proposed rules are needed to align existing rules with and implement the law as

established by HB 2412, ESSB 5006, ESSB 6095, and SSB 6392. See purpose statement.

Statutory authority for adoption: RCW 66.08.030.

Statute being implemented: HB 2412 (chapter 230, Laws of 2020), ESSB 5006 (chapter 186, Laws of 2020), ESSB 6095

(chapter 200, Laws of 2020), and SSB 6392 (chapter 210, Laws of 2020).

Is rule necessary because of a:
Federal Law?
Federal Court Decision?

State Court Decision?
If yes, CITATION:

0 Yes No
0 Yes No
0 Yes No

Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal

matters: None.

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

O Private
O Public
Governmental

Name of agency personnel responsible for:

Name Office Location

Drafting: Audrey Vasek, Policy and

Rules Coordinator 1025 Union Avenue, Olympia WA, 98501

Phone

360-664-1758
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Implementation:  Becky Smith, Director of

. . 1025 Union Avenue, Olympia, WA. 98501 360-664-1753
Licensing

Enforcement: Justin Nordhorn, Chief of . .

Enforcement 1025 Union Avenue, Olympia, WA, 98501 360-664-1726

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

If yes, insert statement here:

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

Name:

Address:

Phone:

Fax:

TTY:

Email:

Other:

Is a cost-benefit analysis required under RCW 34.05.328?

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

Name:

Address:

Phone:

Fax:

TTY:

Email:

Other:
No: Please explain: Consistent with RCW 34.05.328(5)(a), these proposed rules are not subject to cost-benefit
analysis requirements unless requested by the joint administrative rules review committee or voluntarily applied.
Additionally, these proposed rules do not qualify as significant legislative rules under RCW 34.05.328(5)(c), and are
exempt from cost-benefit analysis requirements under RCW 34.05.328(5)(b):

e The rule proposal creates new rule sections and amends existing rule sections to implement and align the rules

with the law as established and dictated by HB 2412, ESSB 5006, ESSB 6095, and SSB 6392 consistent with
RCW 34.05.328(5)(b)(v).

e The rule proposal also revises and incorporates references to statutory language where necessary and
appropriate consistent with RCW 34.05.328(5)(b)(iii).

Regulatory Fairness Act Cost Considerations for a Small Business Economic Impact Statement:

This rule proposal, or portions of the proposal, may be exempt from requirements of the Regulatory Fairness Act (see
chapter 19.85 RCW). Please check the box for any applicable exemption(s):

1 This rule proposal, or portions of the proposal, is exempt under RCW 19.85.061 because this rule making is being
adopted solely to conform and/or comply with federal statute or regulations. Please cite the specific federal statute or
regulation this rule is being adopted to conform or comply with, and describe the consequences to the state if the rule is not
adopted.

Citation and description:

I This rule proposal, or portions of the proposal, is exempt because the agency has completed the pilot rule process
defined by RCW 34.05.313 before filing the notice of this proposed rule.

I This rule proposal, or portions of the proposal, is exempt under the provisions of RCW 15.65.570(2) because it was
adopted by a referendum.

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

O RCW 34.05.310 (4)(b) RCW 34.05.310 (4)(e)
(Internal government operations) (Dictated by statute)
RCW 34.05.310 (4)(c) O RCW 34.05.310 (4)(f)
(Incorporation by reference) (Set or adjust fees)
O RCW 34.05.310 (4)(d) O RCW 34.05.310 (4)(9)
(Correct or clarify language) ((i) Relating to agency hearings; or (ii) process
requirements for applying to an agency for a license
or permit)

This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(3) by way of RCW 34.05.310 (4) (c) and
(€)).
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Explanation of exemptions, if necessary: The revisions made to WAC 314-20-017, 314-02-115, 314-27-010, 314-52-080,
314-52-090, 314-52-110, and 314-12-140, and the new rules added as WAC 314-20-019, 314-24-163, and 314-24-270, are
exempt from the RFA’s SBEIS requirement under RCW 34.05.310(4)(c) and (e). The proposed rules incorporate by reference
or explicitly restate statute where appropriate consistent with RCW 34.05.310(4)(c), and create new rule sections or amend
existing rule sections to implement the law or align existing rule language with the law as established and dictated by HB
2412, ESSB 5006, ESSB 6095, and SSB 6392 consistent with RCW 34.05.310(4)(e).

COMPLETE THIS SECTION ONLY IF NO EXEMPTION APPLIES
If the proposed rule is not exempt, does it impose more-than-minor costs (as defined by RCW 19.85.020(2)) on businesses?

No  Briefly summarize the agency’s analysis showing how costs were calculated.

ESSB 5006

Estimated Cost of Compliance: The Board applied an estimated cost of compliance of $225 when analyzing whether the rules
impose more than “minor costs” as defined in RCW 19.85.020(2) on brewery, microbrewery, or winery licensees that could
potentially apply for an on-premises consumption endorsement under ESSB 5006 (codified as RCW 66.24.246). The
estimated cost of compliance assumes the following costs:

Cost of endorsement: $200. Brewery, microbrewery, and winery licensees that choose to apply for the new endorsement
type created by ESSB 5006 must pay a $200 annual fee that is mandated by RCW 66.24.246. However, the new
endorsement created by ESSB 5006 is optional. Breweries, microbreweries, and wineries are not required to obtain the
endorsement to continue operating as usual under the terms of their licenses. Licensees only need to obtain this
endorsement if they wish to have the new beer/wine on-premise consumption privileges allowed by statute.

Administrative costs: $25 or less. Licensees that apply for the new endorsement type will have costs associated with the
initial application process, including the time needed to complete the application and any associated interaction with Board
representatives to discuss or verify application information. The time needed to complete these administrative tasks is
estimated at one hour or less during the initial application year, with no additional time needed for renewal in any following
years. The application process for the new endorsement is straightforward because the application is completed by
existing licensees. During the initial application year, the Board estimates that it will take 10 minutes for the licensee to
complete the application for the endorsement, and 5-10 minutes for a phone call that confirms receipt. When the licensee
renews their underlying license in following years, the endorsement could be automatically renewed along with the
underlying license (provided that the licensee pays the annual fee for the endorsement in addition to the fee for the
underlying license) so that licensee does not need to spend any additional time on the endorsement at renewal.

According to the 2019 Occupational Employment Statistics (OES) Databook available in the Employment Security
Department (ESD) labor market report library, the average hourly wage in Washington State for Secretaries and
Administrative Assistants, Except Legal, Medical, and Executive (using the Standard Occupational Classification (SOC)
Code 43-6014) is $21.31. Based on that data, the estimated cost for these administrative activities during the initial
application year is $21.31 [$21.31 avg. hourly wage x 1 hour = $21.31]. For the purpose of the minor cost calculations,
these estimated administrative costs are rounded up to $25. Assuming that these administrative costs are one-time only
and amortized over the total number of years that the licensee renews the endorsement, the annual estimated
administrative cost for the licensee would be less than $25.

Minor Cost Estimate: The Board applied NAICS codes 312120 for Breweries and 312130 for Wineries to estimate minor costs
for brewery, microbrewery, and winery licensees. According to the 2017 NAICS Manual, the brewery industry (312120)
“‘comprises establishments primarily engaged in brewing beer, ale, lager, malt liquors, and nonalcoholic beer,” and the winery
industry (312130) “comprises establishments primarily engaged in one or more of the following: (1) growing grapes and
manufacturing wines and brandies; (2) manufacturing wines and brandies from grapes and other fruits grown elsewhere; and
(3) blending wines and brandies.” There is no separate NAICS code available for microbreweries.

As shown in the table below, the estimated cost of compliance ($225) does not exceed the minor cost estimate for these
industries ($3,453.63 for Breweries and $3,581.58 for Wineries), so a small business economic impact statement (SBEIS) is
not required under RCW 19.85.030.

2017 Industry Estimated Cost Industry NAICS Code Minor Cost Estimate - 1% of Avg Annual 0.3% of ,.Avg Annual Gross
NAICS Code of Compliance Description Title Max of 1%Pay, 0.3%Rev, Payroll . (0.01*AvgPay) Business Income
and $100 (0.003*AvgGBI)
$3,244.72
2018 Dataset pulled $3,453.63
312120 $225.00 Breweries Breweries $3,453.63 from ESD 2018 Dataset pulled from DOR
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$3,581.58
2018 Dataset pulled $3,369.76
312130 $225.00 Wineries Wineries $3,581.58 from ESD 2018 Dataset pulled from DOR

SSB 6392

Estimated Cost of Compliance: The Board applied an estimated cost of compliance of $850 when analyzing whether the rules
impose more than “minor costs” as defined in RCW 19.85.020(2) on organizations that could potentially apply for a local wine
industry association license under SSB 6392 (codified as RCW 66.24.165). The estimated cost of compliance assumes the
following costs:

Cost of license: $700. Organizations that choose to apply for the new local wine industry association license created by
SSB 6392 must pay a $700 annual fee that is mandated by RCW 66.24.165. The new license created by SSB 6392 is
optional. Businesses are not required to obtain the license to continue operating as usual, and only need to obtain this
license if they wish to have the new privileges allowed by RCW 66.24.165. For example, the new license authorizes
licensees to hold up to 12 events or marketing programs per year on domestic winery premises or offsite locations if the
licensee satisfies certain conditions specified in the statute.

Administrative costs: $150 or less. Organizations that apply for the license will have costs associated with the initial
application and annual renewal process, including the time needed to complete the application for the license and any
associated interaction with Board representatives to discuss or verify application information. Licensees will also have
administrative costs associated with each event or marketing program that they hold.

Application and annual renewal costs: During the initial application year, the Board estimates that it will take an
applicant one hour to prepare the application and required materials, including any phone calls or other communication
with Board staff. For license renewal in following years, the Board estimates that it will take licensees around 20-30
minutes to complete the renewal process.

Event or marketing program costs: Under the statute, licensees must notify the Board of any event or marketing
program that they plan to hold at least 45 days in advance. The Board estimates it will take the licensee around 30
minutes for each event or marketing program notification and any related phone calls or communications with Board
staff. Licensees are limited by statute to no more than twelve events per year. If a licensee engages in the full twelve
events per year, they could spend up to six hours per year on event notifications. [0.5 hour per event x 12 events per
year = 6 hours per year]

The total time needed to complete these annual administrative tasks is estimated at anywhere between 1 hour to 7 hours
during the year of initial application, depending on the number of events that a licensee holds. (The total time is around
30min less during renewal years.)

According to the 2019 OES Databook available in the ESD labor market report library, the average hourly wage in
Washington State for Secretaries and Administrative Assistants, Except Legal, Medical, and Executive (using the SOC
Code 43-6014) is $21.31. The estimated annual cost for these administrative activities is anywhere between $21.31 to
$149.17 [$21.31 avg. hourly wage x 7 hours = $149.17]. For the purpose of the minor cost calculations, these estimated
annual administrative costs are rounded up to $150.

Minor Cost Estimate: The Board applied NAICS code 813910 for Business Associations to estimate minor costs for local wine
industry associations. According to the 2017 NAICS Manual, “This industry comprises establishments primarily engaged in
promoting the business interests of their members. These establishments may conduct research on new products and
services; develop market statistics; sponsor quality and certification standards; lobby public officials; or publish newsletters,
books, or periodicals for distribution to their members.”

As shown in the table below, the estimated cost of compliance ($850) does not exceed the minor cost estimate for this
industry ($3,878.90), so a SBEIS is not required under RCW 19.85.030.

2017 Industry Estimated Cost Industry NAICS Code Minor Cost Estimate - 1% of Avg Annual 0.3% of :Avg Annual Gross
NAICS Code of Compliance Description Title Max of 1%Pay, 0.3%Rev, Payroll . (0.01*AvgPay) Business Income
and $100 (0.003*AvgGBI)
Local Wine $3,737.22
Industry Business 2018 Dataset pulled $3,878.90
813910 $850.00 Associations Associations $3,878.90 from USBLS 2018 Dataset pulled from DOR
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HB 2412

Estimated Cost of Compliance: The Board applied an estimated cost of compliance of $100 when analyzing whether the rules
impose more than “minor costs” as defined in RCW 19.85.020(2) on brewery and microbrewery licensees affected by the
proposed rule revisions to implement HB 2412. The estimated cost of compliance was based on the following reasoning:

Nominal costs: The Board anticipates that the proposed rule revisions to implement HB 2412 will not result in any new or
additional costs of compliance or regulatory burden for licensees. The proposed rule revisions to implement HB 2412 do
not create any new fees or add additional costs for licensees. In fact, the proposed rule revisions will likely reduce costs
and regulatory burden for breweries and microbreweries by eliminating keg registration requirements and container
identification requirements for sales by these licensees of kegs or other containers containing four gallons or more of beer
of their own production, consistent with HB 2412. Although the Board does not anticipate any new costs of compliance
resulting from the proposed rule revisions, for the purpose of the minor cost calculation, the Board applied a nominal
estimated cost of compliance of $100.

Minor Cost Estimate: The Board applied NAICS code 312120 for Breweries to estimate minor costs for brewery and
microbrewery licensees. According to the 2017 NAICS Manual, “This industry comprises establishments primarily engaged in
brewing beer, ale, lager, malt liquors, and nonalcoholic beer.” There is no separate NAICS code available for microbreweries.

As shown in the table below, the estimated cost of compliance ($100) does not exceed the minor cost estimate ($3,453.63)
for these industries, so a SBEIS is not required under RCW 19.85.030.

. . j o
2017 Industry Estimated Cost Industry NAICS Code Minor Cost Estimate 1% of Avg Annual 0.3% of :Avg Annual Gross
NAICS Code of Compliance Description Title Max of 1%Pay, 0.3%Rev, Payroll . (0.01*AvgPay) Business Income
P P and $100 yroft- 8 gray (0.003*AvgGBI)
$3,244.72
2018 Dataset pulled $3,453.63
312120 $100.00 Breweries Breweries $3,453.63 from ESD 2018 Dataset pulled from DOR
ESSB 6095

Estimated Cost of Compliance: The Board applied a nominal estimated cost of compliance of $100 when analyzing whether
the rules impose more than “minor costs” as defined in RCW 19.85.020(2) on interstate common carriers or industry
members potentially affected by the proposed rule revisions to implement ESSB 6095.

For the purpose of the interstate common carrier license in RCW 66.24.395, “interstate common carriers” include
“corporations, associations, or persons operating as federally licensed commercial common passenger carriers engaged in
interstate commerce, in or over territorial limits of the state of Washington on passenger trains, vessels, or airplanes.”

For the purpose of the three-tier system for alcohol regulation as defined in RCW 66.28.285(3), "industry member" means “a
licensed manufacturer, producer, supplier, importer, wholesaler, distributor, authorized representative, certificate of approval
holder, warehouse, and any affiliates, subsidiaries, officers, directors, partners, agents, employees, and representatives of
any industry member.”

The estimated cost of compliance was based on the following reasoning:

Nominal costs: The Board estimates that the proposed rule revisions to implement ESSB 6095 will not result in any new or
additional costs of compliance or regulatory burden for interstate common carriers or industry members. The proposed
rule revisions to implement ESSB 6095 do not create any new fees. In fact, the proposed rule revisions will likely reduce
costs and regulatory burden for interstate common carrier licensees and industry members by implementing the new
exceptions to the moneys or moneys’ worth restrictions created by ESSB 6095. Although the Board does not estimate any
new costs of compliance resulting from the proposed rule revisions, for the purpose of the minor cost calculations, the
Board applied a nominal estimated cost of compliance of $100.

Minor Cost Estimate: Interstate common carriers and industry members include a wide range of industries.

To estimate minor costs for interstate common carriers, the Board applied NAICS codes for passenger airplanes (481111
Scheduled Passenger Air Transportation & 481211 Nonscheduled Chartered Passenger Air Transportation), passenger trains
(482111 Line-Haul Railroads), and passenger vessels/ships (483114 Coastal and Great Lakes Passenger Transportation &
483112 Deep Sea Passenger Transportation). These NAICS codes were selected based on descriptions and illustrative
examples in the 2017 NAICS Manual indicating that these codes capture data for industries primarily engaged in the
transportation of passengers in interstate commerce and exclude those primarily engaged in transportation of freight or cargo.
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To estimate minor costs for industry members, the Board applied NAICS codes for wholesalers/ distributors (4248 Beer,
Wine, and Distilled Alcoholic Beverage Merchant Wholesalers), warehouses (493190 Other Warehousing and Storage), and
manufacturers/producers (312120 Breweries, 312130 Wineries, and 312140 Distilleries). According to the 2017 NAICS
Manual, the beer, wine, and distilled alcoholic beverage merchant wholesalers industry (4248) “comprises establishments
primarily engaged in the merchant wholesale distribution of beer, ale, wine, and/or distilled alcoholic beverages,” and the
other warehousing and storage industry (493190) “comprises establishments primarily engaged in operating warehousing
and storage facilities (except general merchandise, refrigerated, and farm product warehousing and storage).” An illustrative
example given for the other warehousing and storage industry is “Whiskey warehousing.”

According to the 2017 NAICS Manual, the distillery industry (312140) “comprises establishments primarily engaged in one or
more of the following: (1) distilling potable liquors (except brandies); (2) distilling and blending liquors; and (3) blending and
mixing liquors and other ingredients.” The 2017 NAICS Manual descriptions for breweries and wineries are provided in the
section above related to ESSB 5006.

As shown in the table below, the estimated cost of compliance ($100) does not exceed the minor cost estimate for any of
these industries (ranging from $2,076.60 for Distilleries, to $256,707.21 for Scheduled Passenger Air Transportation), so a
SBEIS is not required under RCW 19.85.030.

2017 Industry Estimated Cost Industry NAICS Code Minor Cost Estimate - 1% of Avg Annual 0.3% of '.L\vg Annual Gross
NAICS Code of Compliance Description Title Max of 1%Pay, 0.3%Rev, Payroll . (0.01*AvgPay) Business Income
and $100 (0.003*AvgGBI)
Scheduled $256,707.21
Passenger Passenger Air 2018 Dataset pulled $18,661.75
481111 $100.00 airplanes Transportation $256,707.21 from USBLS 2018 Dataset pulled from DOR
Nonscheduled
Chartered $6,873.72
Passenger Passenger Air 2018 Dataset pulled $3,760.60
481211 $100.00 airplanes Transportation $6,873.72 from ESD 2018 Dataset pulled from DOR
Redacted
Passenger Line-Haul 2018 Dataset pulled $53,599.45
482111 $100.00 trains Railroads $53,599.45 from ESD 2018 Dataset pulled from DOR
Coastal and
Great Lakes Redacted
Passenger Passenger 2018 Dataset pulled $8,630.12
483114 $100.00 vessels/ships Transportation $8,630.12 from USBLS 2018 Dataset pulled from DOR
Deep Sea $201,488.29
Passenger Passenger 2018 Dataset pulled $10,972.00
483112 $100.00 vessels/ships Transportation $201,488.29 from USBLS 2018 Dataset pulled from DOR
Beer; Wine; and
Distilled
Alcoholic
Beverage $14,627.69
Wholesalers/ Merchant 2018 Dataset pulled $18,339.22
4248 $100.00 Distributors Wholesalers $18,339.22 from USBLS 2018 Dataset pulled from DOR
Other $8,723.03
Warehousing 2018 Dataset pulled $12,122.17
493190 $100.00 Warehouses and Storage $12,122.17 from USBLS 2018 Dataset pulled from DOR
$3,244.72
2018 Dataset pulled $3,453.63
312120 $100.00 Breweries Breweries $3,453.63 from ESD 2018 Dataset pulled from DOR
$3,581.58
2018 Dataset pulled $3,369.76
312130 $100.00 Wineries Wineries $3,581.58 from ESD 2018 Dataset pulled from DOR
$2,076.60
2018 Dataset pulled $1,471.28
312140 $100.00 Distilleries Distilleries $2,076.60 from ESD 2018 Dataset pulled from DOR
[J Yes Calculations show the rule proposal likely imposes more-than-minor cost to businesses, and a small business

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

Name:
Address:
Phone:
Fax:
TTY:
Email:
Other:

Sighature:
Date: November 18, 2020

N
Name: Jane Rushford \&‘&Q&kﬂk/
Title: Chair ‘/
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AMENDATORY SECTION (Amending WSR 00-07-091, filed 3/15/00, effective
4/15/00)

WAC 314-02-115 ( (What—are—the)) Requirements for licensees that
sell keg beer((2)). ((RPer)) Consistent with RCW 66.28.200 and
66.28.210 ( (ary) ) =

(1) (a) Any licensee, except for a domestic brewery or microbrew-
ery selling beer of its own production as provided in subsection (3)
of this section, who sells beer for off-premises consumption in kegs
or other containers holding four or more gallons of beer must ( (+

+3))) require the purchaser to provide at least one piece of
identification (see ((REW—66-16-040)) WAC 314-11-025 for acceptable
forms of identification); and

((#2¥)) (b) The licensee or employee and purchaser must fill out
a keg registration form, provided by the board, which contains:

((#=)r)) (i) The name and address of the purchaser;

((r)) (ii) The type and number of the identification presented
by the purchaser;

((#e>)) (iii) The address where the beer will be consumed and the
date on which it will be consumed; and

((#e)) (iv) A sworn statement, signed by the purchaser under

penalty of perjury, that ((Ehe—purehaser)):

((#)) (A) The purchaser is at least twenty-one years of age;

((=+r)) (B) The purchaser will not allow persons under twenty-
one years of age to consume the beer purchased;

((++3+>)) (C) The purchaser will not remove or obliterate the keg

registration form affixed to the keg or allow it to be removed or ob-
literated; and

((H=~r)) (D) The address listed in ((4e)r)) J(b) (iii) of this sub-
section is the true and correct address at which the beer will be con-
sumed or physically located.

((3r)) (2) It is the licensee's or employee's responsibility to
distribute the properly completed keg registration form as follows:

(a) One copy to the purchaser;

(b) One copy affixed to the keg or container holding four gallons
or more of beer, prior to it leaving the licensed premises; and

(c) One copy must be retained on the licensed premises for one
year, available for inspection and copying by any law enforcement of-
ficer.

(3) Domestic breweries and microbreweries and their licensed re-
tail locations are not subject to the keg registration and container
identification requirements when selling kegs or other containers con-
taining four gallons or more of beer of the licensee's own production,
and purchasers of these kegs or containers are not subject to the re-
lated purchaser reqgquirements, except that the purchaser must be at
least twenty-one vears of age and must not allow persons under twenty-—
one vears of age to consume any beer purchased.

(4) Except in cases involving sales by domestic breweries and mi-
crobreweries of beer of the licensee's own production as described in
subsection (3) of this section, possession of a keg or other container
which holds four gallons or more of beer without a properly completed
keg registration form affixed to it, other than on the 1licensee's
premises, will be a violation of this title.
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AMENDATORY SECTION (Amending WSR 16-01-102, filed 12/16/15, effective
1/16/16)

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

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

(a) Gifts;

(b) Discounts;

(c) Loans of money;

(d) Premiums;

(e) Rebates;

(f) Free liquor of any kind; or

(g) Treats or services of any nature whatsoever except such serv-

ices as are authorized in this regulation.

(3) Pursuant to RCW 66.28.310 and 66.44.318 an industry member or
licensed agent may perform the following services for a retailer:

(a) Build, rotate, and restock displays, utilizing filled cases,
filled bottles or filled cans of its own brands only, from stock or
inventory owned by the retailer.

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

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

(d) Provide price cards and may also price goods of 1its own
brands in accordance with the usual and common business practice and
which are otherwise in compliance with the regulations.

(e) Provide point of sale advertising material and brand signs.

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

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

(h) Licensees holding nonretail class liquor licenses are permit-
ted to allow their employees between the ages of eighteen and twenty-
one to stock, merchandise, and handle liquor on or about the:
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(1) Nonretail premises 1if there is an adult twenty-one years of
age or older on duty supervising such activities on the premises; and

(i1) Retail 1licensee's premises, except between the hours of
11:00 p.m. and 4:00 a.m., as long as there is an adult twenty-one
years of age or older, employed by the retail licensee, and present at
the retail licensee's premises during the activities.

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

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

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

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

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

(a) A complete description of the articles sold;

(b) The purchase price of each unit sold together with the total
amount of the sale;

(c) Transportation costs and services rendered in connection with
the installation of such articles; and

(d) The date of such sale and affirm that full cash payment for
such articles was received from the retailer as provided in subsection
(4) of this section.

(8) If the board finds in any instance that any licensee has vio-
lated this regulation, then all licenses involved shall be held equal-
ly responsible for such violation.

Note: WAC 314-12-140 is not intended to be a relaxation in any respect of section 90 of the Liquor Act (RCW 66.28.010). As a word of caution to
persons desiring to avail themselves of the opportunity to sell to retail licensees fixtures, equipment and supplies subject to the conditions and
restrictions provided in section 90 of the act and the foregoing regulation, notice is hereby given that, if at any time such privilege is abused or
experience proves that as a matter of policy it should be further curtailed or eliminated completely, the board will be free to impose added
restrictions or to limit all manufacturers and distributors solely to the sale of liquor when dealing with retail licensees. WAC 314-12-140 shall
not be considered as granting any vested right to any person, and persons who engage in the business of selling to retail licensees property or
merchandise of any nature voluntarily assume the risk of being divested of that privilege and they will undertake such business subject to this
understanding. The board also cautions that certain trade practices are prohibited by rulings issued under the Federal Alcohol Administration
Act by the United States Bureau of Alcohol, Tobacco and Firearms, and WAC 314-12-140 is not intended to conflict with such rulings or other
requirements of federal law or regulations.
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AMENDATORY SECTION (Amending WSR 18-02-006, filed 12/20/17, effective
1/20/18)

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 ((twe)) four 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"
is a sealable receptacle, such as a carton, Jjug, growler or keg, and
has no minimum holding requirement. A "keg" 1is a container holding
four gallons or more beer.

(2) Applicable to retail 1licenses for spirits, beer, and wine
restaurants, beer and/or wine restaurants, and taverns.

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

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

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

(3) A Dbrewery-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((+46))) without a kegs-to-go en-
dorsement provided that it sells this beer and cider for off-premises
consumption 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 Dbrewery-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 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 off-premises consumption provided
that the customer supplies the container. The beer may be of the 1li-
censee's own production or the production of another brewery or micro-
brewery; 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.

NEW SECTTION

WAC 314-20-019 Domestic brewery or microbrewery endorsement for
on-premises consumption of wine. Consistent with RCW 66.24.246:
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(1) A domestic brewery or microbrewery may apply for an endorse-
ment to sell wine for on-premises consumption.

(2) The endorsement holder must comply with each of the following
requirements:

(a) The wine must be produced in Washington;

(b) The wine must be sold by the single serving for on-premises
consumption; and

(c) The number of wine offerings

for sale at any one time is
limited to three.

(3) The annual fee for the on-premises consumption endorsement is
two hundred dollars.
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NEW SECTION

WAC 314-24-163 Domestic winery endorsement for on-premises con-
sumption of beer. Consistent with RCW 66.24.246:

(1) A licensed domestic winery may apply for an endorsement to
sell beer for on-premises consumption. A separate endorsement is re-
quired for each location.

(2) The endorsement holder must comply with each of the following
requirements:

(a) The beer must be produced in Washington;

(b) The beer must be sold by the single serving for on-premises
consumption; and

(c) The number of beer offerings for sale at any one time is
limited to three.

(3) The annual fee for the on-premises consumption endorsement is
two hundred dollars for each location.

NEW SECTION

WAC 314-24-270 Local wine industry association license. Consis-
tent with RCW 66.24.165:

(1) A nonprofit society or organization that is specifically cre-
ated with the express purpose of encouraging consumer education of and
promoting the economic development for a designated area of the Wash-
ington state wine industry, including both Washington statewide and
Washington regional organizations, may apply for a local wine industry
association license. Consistent with RCW 66.24.010(9), the board will
send a local authority notice before issuing a local wine industry as-
sociation license.

(2) A local wine industry association licensee may conduct a max-
imum of twelve events per year, and must provide notification to the
board at least forty-five days before an event or the start of a mar-
keting program conducted under the license. The board will send a lo-
cal authority notice to the jurisdiction in which the event or market-
ing program is to be conducted under the license.

(3) A local wine industry association licensee may also apply for
special occasion licenses under RCW 66.24.380 (see chapter 314-05 WACQC)
and special permits under RCW 66.20.010 (see chapter 314-38 WAC). The
twelve events allowable under the local wine industry association 1i-
cense are separate and distinct from the twelve events allowable under
the special occasion license.

(4) Wine furnished to a local wine industry association licensee
is subject to taxes under RCW 66.24.210 (see WAC 314-19-015).

(5) The annual fee for the local wine industry association 1i-
cense 1s seven hundred dollars.
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AMENDATORY SECTION (Amending WSR 12-17-006, filed 8/1/12, effective
9/1/12)

WAC 314-27-010 ((Liguorpurchasesby)) Interstate common carrier
((¥iecensees)) license—Reports. (1) Any licensee authorized by the
board to sell liquor may sell liquor to the holder of an interstate
common carrier license upon presentation of a special permit issued by
the board to such licensee.

(2) Sales of liquor to such properly licensed interstate commer-
cial common passenger carriers shall be treated as sales for export.

(3) Every federally licensed interstate commercial common passen-
ger carrier, holding an interstate common carrier license shall, on or
before the twentieth day of each month, make a report to the board,
upon forms approved by the board, of all ((spiritweus—tiguery)) beer
and wine served or sold at retail for passenger consumption by such
common carrier within or over the territorial limits of the state of
Washington during the preceding calendar month.

(4) Licensed beer and wine importers and distributors who sell
beer or wine to such properly licensed interstate commercial common
passenger carriers shall treat such sales as exports from the state.

(5) Licensed interstate common carriers may provide complimentary
alcoholic beverages to passengers aboard passenger trains, vessels, or
airplanes as authorized under RCW 66.24.395.

(6) Ticensed interstate common carriers and industry members may
engage in promotional, advertising, and other activities permitted un-
der RCW 66.28.310.
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AMENDATORY SECTION (Amending WSR 10-01-090, filed 12/16/09, effective
1/16/10)

WAC 314-52-080 Novelty advertising. (1) Novelty branded promo-
tional advertising items which are of nominal value, singly or in the
aggregate, may be provided to retailers by industry members. Singly or
in the aggregate is per licensed location. Such items include, but are
not limited to: Trays, lighters, blotters, post cards, pencils, coast-
ers, menu cards, meal checks, napkins, clocks, mugs, glasses, bottle
or can openers, corkscrews, matches, printed recipes, shirts, hats,
visors, and other similar items. Branded promotional items:

(a) Must be used exclusively by the retailer or its employees in
a manner consistent with its license;

(b) Must bear imprinted advertising matter of the industry member
only;

(c) May only be provided by industry members to retailers and
their employees;

(d) May not be provided by or through retailers or their employ-
ees to retail customers.

(2) An industry member is not obligated to provide any branded
promotional items, and a retailer may not require an industry member
to provide such branded promotional items as a condition for selling
any alcohol to the retailer.

(3) Any industry member, retailer, or other person asserting the
provision of branded promotional items has resulted or is more likely
than not to result in undue influence or an adverse impact on public
health and safety, or is otherwise inconsistent with the criteria in
subsection (1) of this section, may file a complaint with the board.

Upon receipt of a complaint the board may conduct an investiga-
tion as it deems appropriate in the circumstances.

(a) The board may issue an administrative violation notice to the
industry member, to the retailer, or both.

(b) The recipient of the administrative violation notice may re-
quest a hearing under chapter 34.05 RCW.

(4) An industry member or their employee, may sell, and a retail
licensee may purchase, for use, resale, or distribution on the 1i-
censed premises any novelty advertising items. The price shall be not
less than the industry member's cost of acquisition. In no event shall
credit be extended to any retail licensee. The purchase by retail 1i-
censees of such items shall be supported by invoices or signed vouch-
ers which shall be preserved for three years on the licensed premises
and available for immediate inspection by board enforcement officers.

(5) An industry member who sells novelty advertising items to re-
tail licensees shall keep on file the original or copy of all sales
slips, invoices, and other memoranda covering all purchases of novelty
advertising items by the industry member and shall also keep on file a
copy of all invoices, sales slips, or memoranda reflecting the sales
to retail licensees or other disbursement of all novelty advertising
items. Such records shall be maintained in a manner satisfactory to
the board and must be preserved in the office of the industry member
for a period of at least three years after each purchase or sale. Any
manufacturer which does not maintain a principal office within the
state shall, when requested, furnish the above required records at a
designated location within the state for review by the board.
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(6) Licensed interstate common carriers and industry members may
engage in promotional, advertising, and other activities permitted un-
der RCW 66.28.310.

AMENDATORY SECTION (Amending WSR 10-06-122, filed 3/3/10, effective
4/3/10)

WAC 314-52-090 Advertising sponsored jointly by retailers and
manufacturers, importers, or distributors. (1) The name of a retail
licensee shall not appear in, or as a part of, or supplementary to,
any advertising of a manufacturer, importer or distributor, except:

(a) To produce brochures and materials promoting tourism in Wash-
ington state;

(b) A manufacturer, importer, or distributor may 1list on their
web sites information related to retailers who sell or promote their
products.

(2) The brand name of liquor may appear in or as a part of adver-
tising by a retail licensee: Provided, such advertising is upon the
retail licensee's free initiative and no moneys or moneys' worth has
been offered or solicited as an inducement to secure such mention of
any manufacturer, importer, or distributor's product.

(3) A professional sports team who holds a liquor license may ac-
cept liquor advertisements from manufacturers, importers, or distribu-
tors for use in sports entertainment facilities and may allow a manu-
facturer, importer, or distributor to use the name and trademark of
the professional sports team in their advertising and promotions, if
such advertising:

(a) Is paid for by the manufacturer, importer, or distributor at
reasonable fair market value; and

(b) Carries no express or implied offer by the manufacturer, im-
porter, or distributor on the part of the retail licensee to stock or
list any particular brand of liquor to the total or partial exclusion
of any other brand.

(4) Ticensed interstate common carriers and industry members may
engage in promotional, advertising, and other activities permitted un-
der RCW 66.28.310.

AMENDATORY SECTION (Amending WSR 10-06-122, filed 3/3/10, effective
4/3/10)

WAC 314-52-110 Advertising by retail licensees. (1) Every ad-
vertisement by a retail licensee shall carry the licensed trade name
or the registered franchise name or the trademark name. The term
"trade name" shall be defined as the name as it appears on the license
issued to the licensee:

(a) Words such as tavern, cafe, grocery, market, wine shop, and
other similar words used to identify the type of business licensed,
and numbers used to identify chain licensees, shall neither be re-
qgquired nor prohibited as part of the trade name in advertisements.

(b) Advertisements by a spirit, beer and wine restaurant licensee
may also refer to cocktails, bar, lounge and/or the "room name." The
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term "room name" shall be defined as the name of the room designated
as the cocktail lounge and/or the dining room.

(2) No retail licensee shall offer for sale any liquor for on
premises consumption under advertising slogans where the expressed or
implied meaning is that a customer, in order to receive a reduced
price, would be required to purchase more than one drink at a time,
such as "two for the price of one," "buy one—get one free," or "two
for S L

(3) Beer, wine, or spirituous liquor shall not be advertised, of-
fered for sale, or sold by retail licensees at less than acquisition
cost. The provisions of this section shall not apply to any sales
made:

(a) For the purpose of discontinuing the trade of any product or
disposing of seasonal goods after the season has passed;

(b) When the goods are damaged or deteriorated in quality, or to
the bona fide sale of perishable goods to prevent loss to the vendor
by spoilage or depreciation provided notice is given to the public;

(c) By an officer acting under the orders of any court; or

(d) In an endeavor to meet the prices of a competitor selling the
same article or product in the same locality or trade area and in the
ordinary channels of trade.

(4) Specialty shops, wineries, breweries, and craft distilleries
acting as a retail licensee, providing free tastings to the public,
are prohibited from using any term that implies the product is free in
their advertising for such events.

(5) Licensed interstate common carriers and industry members may
engage in promotional, advertising, and other activities permitted un-
der RCW 66.28.310.
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CR 102 Memo - Attachment A
Public feedback on conceptual draft rules to implement 2020 alcohol legislation — HB 2412, ESSB 5006, ESSB
6095, and SSB 6392.

Source | Name Date Received | Theme | Feedback

[Subject line: "new bills being preposed"] Hello Audrey,

My name is Angie Rowley, I’'m a mother of four young children and began working
part-time in the prevention world a year ago.

| coordinate the wellness coalition in the Pend Oreille County. | have a background
in nursing and life experiences.

Anyway, | just wanted to drop an email about these new proposals. The lauguage
used in the bills is foregin to me. And I'd assume to many others as well.

It raises concern to me because | do not know how to express if | think it’s a good
idea or not to make these changes.

| was wondering how you feel about this thought....

Alcohol has been around since the beginging of time. And research shows that using
it does not create a better or healthier community. Making alcohol more available is
9/15/2020 General not going to help the communitys, it is going to hurt them. In all of my traveling
through our nation the towns with liquor stores on every corner had more violence,
abuse, crime and drugs than the small towns where no stores were.

Angie

Email Rowley

So, I don’t know how to proceed with looking at those bills and giving feedback. If |
had to guess on what they are saying I’'m going to say that the bills are going to
make it easier for the vendors to sell it and more of it. Sad.

Well, | hope you are having a good day Audrey, | don’t know if you can help me with
this issue or not. | was going to involue my coalition in this matter but | don’t think
they will understand the laugauge either.

Sincerely,
Angie rowley
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[Subject Line "ESSB5006"] Long overdue! | suggest the fee be modified so that
larger establishments pay a higher fee than small ones. Whether that is
differentiated by case production, revenue, or square footage, my little tasting

Email Dawne 9/15/2020 ESSB room would really benefit by offering this option to bi-beverage couples. But
Swanson 5006 $200/year Is probably more than my profit would be. Maybe a higher fee but waive
or discount it for the little wineries?
Sent from Dawne's iPhone by personal assistant Siri.
[Subject line: "Public Feedback on ESSB 5006"] : Hello -
We strongly support the passage of this endorsement, so that people who are either
not fans of, or not physically tolerant of, either wine or beer can still enjoy the social
environment and company of their friends and family who are, when visiting either
wineries or microbreweries. My wife, for instance, is gluten intolerant but a wine
lover; and yet at certain wonderful local breweries, she is unable to get a glass of
wine if | want to go to try some of their newest artisinal beer.
. This actually limits the opportunity for those breweries to capture our business,
Email Keith 9/15/2020 ESSB because we will ultimately choose a different taproom or restaurant that does offer
Johnsen 5006 . . - . .

both. Especially during these brutally difficult times for small on-premise
businesses, offering them every logical chance to succeed is crucial to their survival,
and they deserve that much - especially as the neighborhood micro businesses that
they often are. And the same cultural behavior of savoring a nice beer or glass of
wine with close friends and family is not pushed to any negative extremes...these
are not tequila shots or kamikazis that we are talking about!
Cheers,
Keith Johnsen & Kim Rookstool
Bellingham
[Subject line: "Feedback"] Hello Audrey,

Email m:i?ahnd 9/15/2020 5332 | would like to see the draft rule ESSB 5006 enacted.

This new endorsement for wineries and microbreweries is going to help my business
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Attachment A

2 11/18/2020




grow by bringing in new customers and encouraging current customers to stay
longer.

Sincerely,

Micah Mailand | Co-Founder

[Subject line: "Emailing support"] | am emailing support for the proposed rule
change ESSB 5006 to create a new type of endorsement allowing a licensed
domestic winery to sell beer by the single serving for on-premises consumption and
to allow a licensed domestic brewery or microbrewery to sell wine by the single

Email Gail 9/15/2020 ESSB serving for on-premises consumption. | think the fee should be done on some kind
Swanson 5006 . . L
of a sliding scale to help the smaller establishments to participate.
Thank you! Gail Swanson
[Subject line: "ESSB 5006"] | support the proposed rule change ESSB 5006 where a
licensed domestic winery may sell single serving beer, but please put the fees on
some sort of sliding scale.
. Brenda ESSB Thank you.
Email Robinson 9/15/2020 5006 -Brenda Robinson
Tacoma WA.
Sent from my iPhone
[Subject line: "Support for ESSB 5006"] Hello,
| want to voice my support for proposed rule change ESSB 5006 creating a new type
Tracy and of endorsement allowing a licensed domestic winery to sell beer by the single
. . ESSB . . . . .
Email Jim 9/15/2020 serving for on-premises consumption and allows a licensed domestic brewery or
. 5006 . . . . . . .
Whitlatch microbrewery to sell wine by the single serving for on-premises consumption. This

would be great for spouses that want to support small wineries and tasting rooms
with their significant other who doesn't like wine. | understand that the fee would
be $200/year and I'd suggest that it should be some sort of sliding scale. As
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everyone, especially snap businesses are hurting.

Sincerely,
Tracy and Jim Whitlatch

Email Al Cutshall

9/24/2020

ESSB
5006

[Subject line: "ESSB 5006"] | fully support ESSB 5006 allowing a winery to sell on-
premises single serving beer. | also support a sliding scale on the fee for smaller
tasting rooms,

Thank you,
Al Cutshall

Annie

Email McGrath

10/5/2020

HB 2412

[Subject line: "Re: LCB seeks input on Draft Rules"] Hi Audrey,

I've reviewed the draft concept rules for 2020 liquor legislation and everything looks
great.

| have one question for clarification on HB 2412 as it relates to keg registrations. |
don't know if we need any language in rule on it, but there may be some confusion
as to whether keg registration requirements apply to breweries with a beer/wine
restaurant license. As | read it, it looks like a brewery with that additional license is
not subject to keg registration requirements for kegs of beer they produce, but
would need to adhere to the requirements for any sales of kegs from another
producer. Is that correct?

Thanks so much for your work on these. It is very well done!

Best,
Annie

Follow up suggestion received on 10/13: Add the following underlined language at
the beginning of WAC 314-02-115(3) after "Domestic breweries and microbreweries
and any additional domestic brewery or microbrewery licensed retail locations "
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Email

Josh
McDonald

10/6/2020

ESSB
5006,
ESSB
6095,
SSB 6392

[Letter attached to email with subject line: "Re: LCB seeks input on Draft Rules"]
To: WA Liquor and Cannabis Board Rules Coordinator  10/6/2020

From: Washington Wine Institute

Re: Comments regarding proposed conceptual draft rules to implement 2020
alcohol legislation

Dear Washington State Liquor and Cannabis Board Rules Coordinator

Please accept this letter as the Washington Wine Institute’s (WWI) formal
comments on the Washington State Liquor and Cannabis Board’s (WSLCB) proposed
conceptual draft rules to implement 2020 alcohol legislation.

SB 5006: The language in 314-24-163 (C) sub (3) “for each location” is very
important to the intent of this legislation. We want to be clear in our comments, as
we have with conversations with the WSLCB as this endorsement became active,
that this new allowance to serve three options of Washington State-produced craft
beer extends to every tasting room location for a winery. We are pleased that the
WSLCB already recognizes this and thus far approved many additional
(remote/satellite) tasting room locations for the beer service endorsement created
by SB 5006.

SB 6095: As stakeholders in the creation and passage of SB 6095, we support the
proposed rule language as written.

SB 6392: As the author of this legislation passed in March 2020, we support the
proposed rule language as written. We want to applaud the WSLCB for working with
our industry to approve two of these licenses prior to this proposed rules language,
which resulted in the survival of one of our most charitable and industry-important
events of the year with the Auction of WA Wines.

On behalf of the Washington Wine Institute, the official statewide trade association
representing the Washington State wine industry, with a membership including over
98% of all wine produced in Washington State, we thank you for the opportunity to
provide comments on this proposed LCB rule-making. If you have any questions or
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need further clarification on any of the above comments, please don’t hesitate to
contact me.

Kind Regards
Josh McDonald

Executive Director
Washington Wine Institute

Email

Scott
Hazlegrove

11/02/2020

ESSB
6095

[Subject line: "Re: Conceptual Draft Rules ESSB 6095"] Audrey:

| reviewed the draft rule relating to common carriers (implementing SB 6095). The
rule language focuses back to the language of the statute in most places.

The only item | flagged was the reference to common carrier only including planes,
trains, and ships. | was wondering about the inclusion of buses and other

vehicles. However, when | went back to the definition of “common carrier” you
citied in the rule, it is clear from the RCW language that the provision only applies to
planes, trains, and ships.

Great job. | apologize for the delay in getting comments to you.

Scott Hazlegrove
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Conceptual Draft Rules to Implement 2020 Alcohol Legislation

The Washington State Liquor and Cannabis Board (WSLCB) is seeking public feedback on
conceptual draft rules to implement four alcohol-related bills enacted during the 2020
legislative session as described below.

The conceptual draft rules are linked here.
Background

On July 22, 2020, the WSLCB filed a preproposal statement of inquiry (CR 101) as WSR
20-15-160 (linked here), to consider implementation of the following legislation:

« HB 2412, which increases the number of retail liquor licenses a licensed domestic
brewery or microbrewery may hold from two to four, and exempts licensed domestic
breweries and microbreweries from certain keg registration and identification
requirements.

« ESSB 5006, which creates a new type of endorsement allowing a licensed domestic
winery to sell beer by the single serving for on-premises consumption and allows a
licensed domestic brewery or microbrewery to sell wine by the single serving for on-
premises consumption, under certain circumstances.

« ESSB 6095, which makes changes to the interstate common carrier license and
creates new exceptions to the money or moneys’ worth restrictions under the three-
tier system for alcohol regulation.

« SSB 6392, which creates a new type of license for local wine associations.
The WSLCB invites and encourages written feedback on the conceptual draft rule
language. All feedback will be reviewed and considered before a CR 102, or rule proposal,

is presented to the Board. The CR 102 proposal is expected to be presented to the Board
on or after October 28, 2020

How to Provide Feedback on the Conceptual Draft Rules

Please email feedback to Audrey Vasek at audrey.vasek@lcb.wa.gov by October 6, 2020.
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