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R\ Washington State
Liquor and Cannabis Board

Date: September 27, 2023

To: David Postman, Board Chair
Ollie Garrett, Board Member
Jim Vollendroff, Board Member

From: Daniel Jacobs, Rules Coordinator

Copy: Will Lukela, Director
Toni Hood, Deputy Director
Justin Nordhorn, Director of Policy and External Affairs
Becky Smith, Director of Licensing and Regulation
Chandra Wax, Director of Education and Enforcement
Cassidy West, Policy & Rules Manager

Subject: Request for approval of final rules (CR 103) regarding Implementing 2023
Liquor Legislation

The Rules Coordinator requests that the Board adopt the final rules and approve the CR
103 to revisions to WAC 314-24-180 and WAC 314-24-190 regarding permitting wine
distributors to sell directly to holders of special permits for short term rental operators.

The Board has been briefed on the rule development background and public comment
received for this rule making project. A CR 103 memorandum, CR 103 form, concise
explanatory statement, and rule text are attached.

If approved, the concise explanatory statement will be sent to everyone who provided
public comment or testimony, the CR 103 form and rule text will be filed with the Code
Reviser, and the rules will be effective October 28, 2023.

Approve Disapprove
David Postman, Chair Date
Approve Disapprove
Ollie Garrett, Board Member Date
Approve Disapprove
Jim Vollendroff, Board Member Date
Board Approval 1 09/27/2023

CR 103 - Implementing 2023 Liquor Legislation





Attachments: CR 103 Memorandum
Concise Explanatory Statement

Board Approval 1 09/27/2023
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Washington State
Liquor and Cannabis Board

CR 103 Memorandum

Regarding private club membership drives.

Date: August 30, 2023
Presented by: Daniel Jacobs, Rules Coordinator
Background

On July 28, 2022, Keith Laurent, on behalf of the Vancouver Elks #823,
submitted a petition for adoption, amendment, or repeal of a state administrative
rule to the Washington State Liquor and Cannabis Board (Board). The petition
requested that the Board amend WAC 314-40-040(6) to allow private clubs to
add one additional membership drive per calendar quarter (for a total of eight per
calendar year) and host a membership drive on two consecutive days during one
guarter per calendar year.

On September 14, 2022, the Board accepted the petition. Consistent with RCW
34.05.330(1)(b), the Board agreed to initiate the rulemaking process and begin
collaboratively engaging with stakeholders and any interested members of the
public to explore the possibility of allowing private clubs to add additional
membership drives, host consecutive membership drives, or both.

Rule Necessity

The adopted rule amendments to WAC 314-40-040 are necessary to allow
private clubs licensed under RCW 66.24.450 or 66.24.452 to add additional
membership drives, host consecutive membership drives, or both.

Description of Rule Changes

Amended section. 314-40-040(6) related to recruiting and building club
memberships. The adopted rule revisions increase public membership drive
functions from one to two calendar days per calendar quarter, provided the two
days are consecutive, and that there are at least seven days between
membership events.

Variance between proposed rule (CR 102) and final rule:

There is no variance between the proposed and final rules.
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Rule Implementation (RCW 34.05.328(3)(a)

Informing and Educating Persons Impacted by the Rule (RCW 34.05.328(3)(b))

To help inform and educate persons impacted by the rule, the LCB will:
e Email notice with the adoption materials to persons who commented on
the rules, the rule making and licensee distribution lists, and the general
LCB GovDelivery list;
e Post rule adoption materials, including final rule language, response to
comments, final analysis (Concise Explanatory Statement), and any other
relevant documents on the rulemaking webpage for public access.

Promoting and Assisting Voluntary Compliance (RCW 34.05.328(3)(c))

LCB will promote and assist voluntary compliance through technical assistance.

e LCB staff are available to respond to phone and email inquiries about the
rules.

e Agency leadership and staff have actively participated in rule development
and revisions and are familiar with the final product. Internal and external
education efforts to share knowledge and assure consistent application of
rule will be supported.

¢ Rule and guidance documents will be available on the LCB website.

e LCB will use available and customary resources to disseminate materials
and information to all persons impacted by the rules.

These actions are designed to inform and educate all persons impacted by the
rules to support and promote voluntary compliance.

Training and Informing LCB Staff

Several LCB staff responsible for implementing these adopted rules work directly
with impacted parties and are already familiar with the nuances of the rule
changes. Additional internal guidance documents may be prepared as
necessary. The LCB will also consider:

e Provision of internal and external training and education, as needed.
e Coordinating and centrally locating decisions to assure consistency
between agency, staff, and industry.

Rule Effectiveness Evaluation (RCW 34.05.328(3)(d))

After the rule becomes effective, the LCB will evaluate the effectiveness of this
rule in the following ways, including but not limited to:
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e Monitoring questions received after the effective date of this rule, and
adjusting training and guidance accordingly;

e Monitoring the number of enforcement actions, including type, resolution,
and the outcome;

e Monitoring the number of requests for rule language revisions or changes;

e Monitoring the number of requests for rule interpretation;

e Monitoring licensee feedback including, but not limited to, the number of
requests for assistance.
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CODE REVISER USE ONLY

RULE-MAKING ORDER
PERMANENT RULE ONLY

CR-103P (December 2017)
(Implements RCW 34.05.360)

Agency: Washington State Liquor and Cannabis Board

Effective date of rule:
Permanent Rules
31 days after filing.
1  Other (specify) _ (If less than 31 days after filing, a specific finding under RCW 34.05.380(3) is required and should be
stated below)

Any other findings required by other provisions of law as precondition to adoption or effectiveness of rule?
U Yes No If Yes, explain: .

Purpose: The Washington State Liquor and Cannabis Board (Board) has adopted amendments WAC 314-40-040 that allow
private clubs to add additional membership drives and host consecutive membership drives.

Citation of rules affected by this order:
New:
Repealed:
Amended: WAC 314-40-040
Suspended:

Statutory authority for adoption: RCW 66.08.030; RCW 66.24.450.

Other authority: None.

PERMANENT RULE (Including Expedited Rule Making)
Adopted under notice filed as WSR 23-14-121 on July 5, 2023_ (date).
Describe any changes other than editing from proposed to adopted version: There were no changes from the proposed to
adopted version.

If a preliminary cost-benefit analysis was prepared under RCW 34.05.328, a final cost-benefit analysis is available by
contacting:

Name: Daniel Jacobs, Rules & Policy Coordinator
Address: 1025 Union Avenue SE, Olympia WA 98501
Phone: 360-480-1238

Fax: 360-664-3208

TTY:

Email: rules@Icb.wa.gov

Web site: www.lcb.wa.gov

Other:
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Note

. If any category is left blank, it will be calculated as zero.
No descriptive text.

Count by whole WAC sections only, from the WAC number through the history note.

The number of sectio

A section may be counted in more than one category.

ns adopted in order to comply with:

Federal statute: New Amended Repealed
Federal rules or standards: New Amended Repealed
Recently enacted state statutes: New Amended Repealed

The number of sectio

The number of sectio

The number of sectio

ns adopted at the request of a nongovernmental entity:

New Amended Repealed

ns adopted on the agency’s own initiative:

New Amended 1 Repealed

ns adopted in order to clarify, streamline, or reform agency procedures:

New Amended Repealed
The number of sections adopted using:
Negotiated rule making: New Amended Repealed
Pilot rule making: New Amended Repealed
Other alternative rule making: New Amended 1 Repealed
Date Adopted: August 30, 2023 Signature:

Name: David Postman

Place signature here

Title: Chair
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AMENDATORY SECTION (Amending WSR 17-16-072, filed 7/26/17, effective
8/26/17)

WAC 314-40-040 Guest and courtesy cards—Visitors. (1) Guest
cards are intended for invited guests residing outside of the immedi-
ate area.

(a) Guest cards shall be issued no more than three times per year
for a period not to exceed ((feuwrteen)) 14 consecutive days, and must
be numbered serially, with a record of the issuance of each such card
to be filed in a manner as to be readily accessible to the agents of
the board;

(b) Contestants in golf or tennis tournaments conducted on the
grounds of a licensed club will be considered a visitor for the day(s)
of the event.

(2) Visitors may be introduced when accompanied at all times by a
member, who is not an on duty employee, and may remain as long as such
member is present in the club. Any such visitor may only enjoy the
privileges of the club six times in any one calendar year unless a
different number of times is allowed in the club by-laws.

(3) Persons who are members in good standing of a national veter-
ans organization may enjoy the privileges of any licensed club affili-
ated with any national veterans organization, and persons who are mem-
bers in good standing of a national fraternal organization may enjoy
the privileges of any club affiliated with that particular national
fraternal organization if the bylaws of such clubs authorize recipro-
cal privileges. Subsections (1) and (2) of this section shall not ap-
ply to members of such organizations.

(4) Persons who are members in good standing of organizations 1i-
censed as private nonfraternal clubs may enjoy the privileges of other
licensed nonfraternal clubs if the bylaws of such clubs authorize re-
ciprocal privileges. Subsections (1) and (2) of this section shall not
apply to members of such clubs.

(5) Courtesy cards may be issued to the adult members of the im-
mediate family of any member with or without charge upon application
being made to the club by the member.

(6) In order to recruit new members and build club membership, a
private club may hold a public membership function for ((eme)) Ltwo
days per calendar quarter where club liquor may be given or sold to
those attending as a part of the membership drive activities. The
function must be advertised as a membership drive. ( (Membership—drives
may—hRot—beheld on conseeptive days<)) A membership drive may be held
on two consecutive days per calendar year. There must be at least sev-
en days between membership events.

(7) A person issued a guest card by the club manager pursuant to
subsection (1) of this section may introduce visitors into the club
provided:

(a) The visitors are accompanied at all times by the sponsoring
guest card holder;

(b) The visitors remain in the club only as long as the sponsor-
ing guest card holder is present; and

(c) The house rules or bylaws of the club provide guest card
holders the privilege of introducing visitors into the club.

[ 11 0Ts-4661.1
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Washington State
Liquor and Cannabis Board

Notice of Permanent Rules
Regarding Implementing 2023 Liquor Legislation

This concise explanatory statement concerns the Washington State Liquor and Cannabis
Board’s (LCB) adoption of rules that align existing regulations on wine distributors with
new language in RCW 66.20.010(18) and RCW 66.24.200 that allows holders of permits
for short term rental operators to obtain wine directly from wine distributors.

The Administrative Procedure Act (RCW 34.05.325(6)) requires agencies to complete a
concise explanatory statement before filing adopted rules with the Office of the Code
Reviser. The concise explanatory statement must be provided to any person upon
request, or from whom the LCB received comment.

The LCB appreciates and encourages your involvement in the rule making process. If you
have questions, please e-mail at rules@Icb.wa.gov.

Background and reasons for adopting these rules:

On May 24, 2023, the Washington State Liquor and Cannabis Board (LCB) filed a CR
101 preproposal statement of inquiry (WSR# 23-11-115) to consider creating new rule
sections and amending existing rule sections to implement 2023 liquor legislation of three
bills: House Bill (HB) 1730 (RCW 66.44.316(1)(e)), ESHB 1731 (chapter 257, Laws of
2023) and HB 1772 (RCW 66.28.380, RCW 69.50.3271). During the collaborative rule
development process, it was determined that HB 1730 and HB 1772 did not require the
creation of new rules or changes to existing rules.

ESHB 1731 (chapter 257, Laws of 2023) amends state law to allow owners of short-term
rentals to obtain a permit to provide a complimentary bottle of wine to those who rent the
unit, so long as the owner of the short-term rental complies with age-verification
requirements, provides the prospective renter with advance notice that a complimentary
bottle of wine will be provided, advises the prospective renter of certain laws against illegal
public consumption, and provides the prospective renter with an opportunity to decline
the complimentary wine bottle prior to the rental period. Owners of short-term rentals who
obtain these special permits are allowed to purchase wine from wine distributors.

To develop potential rule language, a set of conceptual draft rules was shared publicly
through GovDelivery on July 3, 2023. As part of the collaborative rule development
process, the messaging asked for stakeholder feedback and suggestions for revisions
to the conceptual draft rules by July 17, 2023.
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Only one comment was submitted, and it asked for additional terms to be put in rule that
were either beyond the scope of the enabling statute or already stated in statute. Based
on the feedback received, the LCB did not make any changes to the conceptual draft
rule language.

Rulemaking history for this adopted rule:

CR 102 - filed August 2, 2023, as WSR #23-16-146
Public hearing held September 13, 2023

The effective date of these rules is October 28, 2023.

Public comment received on the rule proposal:

1. Email exchange between Scott Waller and Daniel Jacobs, Aug. 16—-28, 2023.

From: Scott Waller <tumh2099@comcast.net>
Sent: Wednesday, August 16, 2023 11:09 PM
To: LCB DL Rules <rules@I|cb.wa.gov>

Subject: CR 102 for rules implementing HB 1731

External Email

Hello,

My name is Scott Waller. | am with Washington Association for Substance use and
Violence Prevention (WASAVP). | am hoping you can un-confuse me regarding rules
for implementing HB 1731.

As currently posted on your website, the current proposed changes only deal with
making it legal for wine distributors to sell wine to short-term rental operators.

I’'m wondering what happened with the remainder of the topics described in the CR
102 memorandum: 1) checking IDs to make sure persons of legal age are receiving
the complementary products, 2) providing an opt out for renters if they do not want to
receive the complementary wine, and 3) communication with renters about the risks
of consuming alcohol and driving? Additionally, there was a public comment received
suggesting that a simple accountability report be required in order to determine how
widespread the complementary wine practice is. There is nothing in the proposed rule
about any of these topics.

Is it your contention that existing rules cover the new requirements and processes
identified in the memorandum? Or will there be additional rules proposed to deal with
these other issues?

Scott Waller
Tumh2099@comcast.net

Continued on next page -
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From: Jacobs, Daniel (LCB) <daniel jacobs@|ch.wa.gov>
Sent: Thursday, August 17, 2023 2:21 PM
To: tumh?099@comcast.net

Cc: LCB DL Rules <rules@lch wa gov>; Segawa, Mary (LCB) <mary.segawa@ s
Subject: RE: CR 102 for rules implementing HB 1731

Mr. Waller:
You pose several questions below, so allow me to address them in order:

1. The requirement for permit holders / short-term rental owner/operators to check 1D is in the
statute itself, as is the requirement to provide renters on opportunity to decline the wine
bottle, so there was not felt to be a need to repeat these requirements in rule. See ESHB

2. While there is no requirement in statute to provide information about the risks of drinking
and driving, the law requires discussion of laws against consumption of alcohol on public
property, but similar to the ID check and oppaortunity to opt-out, these are already specified in
statute, so there isn’t a need to repeat this in rule. | don’t recall mention of the risks of
drinking and driving in the CR 102 itself.

3. Regarding the public comment received, the CR 102 Memao mentions that this comment was
not ultimately incorporated into the proposed rule, and there was a robust discussion during
the board meeting on the topic regarding why the comment was not incorporated into the
proposed rules. That being said, we at LCB will know how many rental property owners apply
for the permit. We will know whether any of them are acquiring the wine from distributors
because distributors will report that. We have the ability to survey permit holders as to how
many times they used the privilege and whether they had anyone decline the wine. At this
time we don’t believe rulemaking is needed to get this information. However, during the
board meeting, it was discussed that this topic could be revisited after the permit has been in
place for a certain amount of time.

4. | am not arguing that existing rules cover these topics. However, the statutory language
passed by the legislature is fairly specific and rather than potentially giving too much language
in rule that could potentially confuse licensees and stakeholders, the agency felt that, at this
time, it makes more sense to let the statutory language speak for itself.

5. We have not ruled out future rulemaking if it becomes necessary. That is always a possibility.
However at this time, the agency does not feel that additional rulemaking on this bill is
necessary in order to implement this new law.

Feel free to follow up with any further questions,
Sincerely,

Daniel Jacobs, Esq. (he/him/his)

Continued on next page -
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From: Scott Waller <tumh2099@comcast.net>
Sent: Friday, August 18, 2023 9:43 AM

To: Jacobs, Daniel (LCB) <daniel.jacobs@|ch.wa.gov>
Cc: LCB DL Rules <rules@Icb.wa.gov>; Segawa, Mary (LCB) <mary.segawa@|cb.wa.gov>
Subject: RE: CR 102 for rules implementing HB 1731

External Email

Daniel,

Thank you so much for your responses. | appreciate both the promptness and the
completeness of the responses.

Regarding ID-checking, | know the language in the bill. During testimony in the
legislature, proponents stated that they were expecting that ID checks would be in
person. However, the bill is silent about how ID checking should occur which means
an operator could simply ask in an online registration form whether the renter has
valid identification that proves they are 21 or older. If the renter responds positively,
they will meet the minimum test for having their ID checked.

Many operators — at least in my personal experience — do not actually have contact
with the renter. The rental will be cleaned in advance of the rental, and afterward. And
the keys are often left in a realtor lockbox on the door that is opened with a code sent
by the operator.

If clarification about ID checks is not going to be in the rule, is LCB planning to
develop educational materials itself - or to work with partners in the hospitality
industry — to develop educational materials for operators that clarify what is
recommended in terms of checking ID?

Thanks for your work on this.
Scott Waller

From: Jacobs, Daniel (LCB)

Sent: Friday, August 18, 2023 1:02 PM

To: tumh2odo@comecast.net

Cc: LCB DL Rules <rules@]|ch.wa.gov>; Segawa, Mary (LCB) <marv.segawa@|ch wa.gov>
Subject: RE: CR 102 for rules implementing HB 1731

Scott:
| want to say that | completely understand where you are coming from on this. I've used AirBnb

several times throughout Washington, California and internationally, and I've never met any of my
hosts in person.

Continued on next page -
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But, there is some wording in the bill language itself that throws a little bit of a wrench in your
scenario below regarding the online registration and the operator asking ahead of time for the
renter to simply verify online they are over 21.

The law says, in lines 23-29 of page 6 of ESHB 1731 as hyperlinked below:

The provision of the complimentary bottle of wine may occur only after an operator or staff
person of the short-term rental, who is present at the short-term rental property, verifies
that each rental guest who will consume the complimentary bottle of wine is age 21 or over
by checking a valid form of identification of each such rental guest at the time rental guests
arrive. (emphasis added).

I mentioned this in my presentation during the Board caucus and board hearing, openly discussing
this issue. Most AirBnb rental operators don't meet the guests in person, nor do they especially want
to, and also, I think the feeling is probably mutual with rental guests. But that seems to be what the
bill requires.

| explained that | think the use of the word “present”, and Chair Postman seemed to agree when |
was discussing this, prevents the scenario you describe where ID is simply verified through virtual
means. | don’t believe doing a Skype/Zoom/Team video conference where the owner/operator video
chats with the renter and shows the 1D, would suffice either, so | wanted to leave the statutory
language as is.

LCB isn't even sure how many owner/operators are going to take advantage of this permit, given
how many requirements are in the bill. That’s part of why we plan on doing a retrospective review
after the permit goes live to see if there are issues and if these permits get widely purchased and
utilized. And if we start getting a significant number of questions about ID checking from
owner/operators, renters, local authorities, etc., complaints that laws are not being followed, or
other concerns are raised, we can certainly do rulemaking at that time to address and/or clarify
those issues.

Regarding education of permit holders, our Licensing Division regularly clarifies the restrictions
regarding permits. As an example, if you click on the link for Banquet Permits on the front page of
our website, you will go directly to this page that explains all of the restrictions/requirements for
Banquet Permits before you apply. Another example is information provided on a permit application.
These applications routinely reiterate the requirements. | will share with our Licensing Division the
concerns you have expressed from the prevention community that permit holders are clear as to the
laws and requirements this permit.

| appreciate your feedback and questions to help ensure the safety of the public and the prevention

of youth use of alcohol.

Daniel Jacobs. Esq. (he/him/his)
Rules & Policy Coordinator
Washington State Liquor and Cannabis Board

Continued on next page -
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Sent: Monday, August 28, 2023 9:58 AM

To: tumh?099@comcast.net

Cc: LCB DL Rules <rules@Icb.wa.gov>; Segawa, Mary (LCB) <mary.segawa@I|cb.wa.gov>
Subject: RE: CR 102 for rules implementing HB 1731

Hi Scott:

| also wanted to confirm whether or not you'd like this thread included as a comment prior to the
public hearing scheduled for September 13, just because I'll need to mark it as such in my rule file.

If you don't, feel free to send this via email to the rules inbox, ideally before the September 13
hearing, or testify during said hearing. Your input is valuable and | think it is important that there are
community stakeholders actively interested in this rulemaking.

Please feel free to follow up with any questions or concerns,
Sincerely,

Daniel Jacobs, Esq. (he/him/his)
Rules & Policy Coordinator

Washington State Liquor and Cannabis Board
Daniel.jacobs@]lcb.wa.gov

Mobile: (360) 480-1238

From: Scott Waller <tumh2099@comcast.net>

Sent: Monday, August 28, 2023 11:07 AM

To: Jacobs, Daniel (LCB) <daniel.jacobs@Icb.wa.gov>

Cc: LCB DL Rules <rules@lch.wa.gov>; Segawa, Mary (LCB) <mary.segawa@Ich.wa.gov>
Subject: RE: CR 102 for rules implementing HB 1731

External Email

Daniel,

Thank you for being so thorough. | have appreciated your explanations to my
questions and | think that your responses add detail that should be included in the
public comment. | may not agree, but | now understand the rationale better. Please
feel free to include this thread in the public comment. | also will likely testify on
September 13.

Scott Waller
Tumh2099@comcast.net
(360) 701-8658

LCB response: The LCB appreciates this comment, and participation in the rulemaking
process. The LCB looks forward to your participation in future policy and rule development
projects.

Was the comment reflected in the adopted rule? This comment was not reflected in
the final rule.
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No oral testimony was received or submitted during the public hearing.

No changes were made between the Proposed Rules as filed in the CR 102 and the
Rules as Adopted.
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