OFFICE OF THE
WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting /September 3, 2008

Board Chairman Lorraine Lee called the regular meeting of the Washington State Liquor
Control Board to order at 10:05 am, on Wednesday, September 3, 2008 in the boardroom,
3000 Pacific Avenue S.E., Olympia, Washington. Board Member Roger Hoen was
present and Board Member Ruthann Kurose was absent.

Meeting Minutes — The Board unanimously approved the minutes from the meeting on
Avgust 13, 2008.

Purchasing Services Division —

¢ Potential New Listings/Rejections (memo dated 8/26/08)
Debi Besser, Director of Purchasing, made recommendations as explained in the attached
memos. The absinthe listed for potential approval is the brand originally outlawed.
Chairman Lee noted that a recent presentation by the company included a social
responsibility component. The Board members unanimously approved Ms. Besser’s
recommendations.

Director’s Office — Special Projects Manager Mona Moberg presented the work to date
on the Key Factors and Impact Measures Workgroup. Attached are a summary paper and
the presentation slides. Included in the presentation was a draft of the Key Factors and
Impacts Measures, a grid in development to aid in determining how a policy or regulation
decision might have an effect on LCB’s identified Key Factors and Impacts. Withitis a
Detail sheet on the evaluation factors. Mona noted that this Measures Tool is a work in
progress, but we are hoping to finalize it soon.

Katie Jacoy, Wine Institute, expressed concern about how the issues of price and public
safety would be used. Board Member Roger Hoen explained that we are working to
decide if price levels will have a negative effect on public safety. Chairman Lorraine Lee
and Deputy Administrative Director Rick Garza added that we may not be able to
measure the effects of price and are not saying we know what would happen. For

. example, allowing a quantity discount may lower the price or raise the profit, orbe a
blend of both. Ms. Jacoy replied that her concern was that if intuitive thought was applied
to how price would affect things, we might then get stuck with an incorrect decision.

Jean Leonard, Washington Wine Institute, raised concerns about using social acceptance
of consumption as one of the measurement tools. Chairman Lee stated that it was
identified but, as a concept, it was too nebulous to include in the Measures Tool. Michael
Transue, Washington Restaurant Association, asked if the Regulatory Action (Education
and Training) section should also include Enforcement in the subtitle. There was general
agreement on this, so that will be included in the next draft.

Board Member Roger Hoen gave an example of a decision which might have been made
differently if the Measures Tool were available at the time: when the Board decided to



allow higher alcohol content in beer sold in supermarkets, the original thought was for
the high end craft beers from Europe. The unintended c¢onsequence became the higher
alcohol content of cheap beer creating a problem in some less affluent sections of cities.

There was a general discussion of seme of the examples on the Measures grid sheet.
Chairman Lee suggested this as a starting point for future discussions. Some suggestions
for different examples were off-premise wine sales, restaurant keg sales, and off-site
storage. The Board Members and those present agreed that another meeting would be
helpful and that we would get a notice out to the public meeting list, including a summary
of today’s discussion and the associated documents. The goal is to have comment from a
wider group of stakeholders to refine the Measures Tool.

Executive Assistant PX Dan will assemble the documents and send them out. Mona
Moberg will be the point of contact. The goal is to complete the development of the .

- Measures as quickly as possible. Deputy Director Rick Garza suggested that, if everyone
can agree on the form of the Tool, the Board may be able to use it for evaluating
exceptions rather than having these go through the legislature.

Written comment will be accepted until the close of business September 19, 2008,

The Board Members took a recess at 11:20 am

Executive Session — The Board members reconvened at 11:30’am and went into
Executive Session.

The Meeting adjoﬁrnéd at 12:1
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September 3, 2008 Board Minutes Page 2 of' 2




Washington State
Liquor Control Board

Agency Key Factors and Impact Measures

Purpose

The 2006 Three Tier Task Force recommended the LCB create key impact measures to allow the
agency to collect data to effectively show how policy/rule changes affect the industry, consumers, the
state, and society. The Three Tier Task Force Report dated November 21, 2006 specifically
recommended “The Legislature is encouraged to provide funding to the LCB to develop research and
analysis capability, and work collaboratively with stakeholders and other agencies and organizations
to collect independent data, and to use/analyze existing data.”

Approach

In early 2008 an internal workgroup was assigned to identify the most important measures the agency
should use for future policy/regulatory change decisions. Research experts were invited to the agency
to share their insight and discuss what type of data would be available for different possible measures.
Prevention community, industry members, and agency staff provided feedback on potential measures.
In addition, the agency conducted youth focus groups to increase understanding of their alcohol usage
and attitudes. The workgroup used these ideas to create a large list of measures for consideration.
After discussing the validity and effectiveness of the ideas, the workgroup scaled down the list of 26
possible measures to five.

The workgroup identified two key outcomes to focus the measures around.
e Safe Communities
e Reduce Underage Drinking

Using a proven research approach, the workgroup built two “causal models” to help understand how
certain factors affect the two outcomes. Based on these discussions, the workgroup identified six key
factors that policies and regulations will be evaluated against.

Results and Next Steps
An evaluation tool was created which includes six key factors.
o Advertising and marketing activities (possible increased youth exposure)
¢ Regulatory action required (enforcement, licensee education and training)
o Responsible licensee (proper business practices being followed)
e Pricing practices (how price ultimately will be impacted at the consumer level)
e Access and availability (does it increase access to alcohol)
e Agency resources (staff, equipment, dollars)

Using these factors, key impact measures have been identified.
e Violations of law (sales to minors, over-service)
e Public complaints (including objections to license renewals)
e Number of locations selling (density level)
¢ Medical and police alcohol-related service calls
o Price (at manufacturer, distributor, importer and retail tiers)





Additional measures will be applied as needed to allow the agency to determine additional data
needed to support or evaluate decisions. For example, abusive consumption rates would be important
to monitor where data is available such as youth consumption as monitored through the Healthy
Youth Survey.

Stakeholders are asked to provide written comment on the proposed measures to the LCB by
September 19, 2008.

Contact: Mona Moberg, Director’s Office (360) 664-4515 (MLM@lig.wa.gov)

8/18/08 (mIm) rev. 9/2/08
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WASHINGTON STATE LIQUOR CONTROL. BOARD
INTEROFFICE CORRESPONDENCE

Date:  August 26, 2008

To: Chairman Lorraine Lee
Board Member Roger Hoen
Board Member Ruthann Kurose

From:  Debi J. Besser, C.P.M. Director of Purchasing

Subject: POTENTIAL NEW LISTINGS AND REJECTIONS

[n accordance with the criteria st forth in Agency Policy #915 Listing and Delisting
Liquor Products. I recommend that the Board approve the following actions.

Listing Symbol Codes: R-Regular Listing; L-Limited Distribution; M-Mini
Distribution; S-Warehouse Stock; U-Unlisted; O-One-Time-Only (OTO)

Description - Recommendations
ULLR Nordic Libation, 750 ml (§21.95) ‘ List as O (60 cases)
Tequila 30-30 Anejo, 750 mi ($23.95) Listas L

Jean Marc XO Vodka, 750 ml ($59.95) List as O (112 cases)
Cabo Wabo Anejo Tequila, 750 ml ($54.95) - List as M

Pernod D’ Absinthe Liqueur, 750 ml (§64.95) List as M
Hacienda de Chihuahua Sotol Anejo Tequila, 750 ml ($38.35) Reject

Hacienda de Chihuahua Sotol Reposado Tequila, 750 ml ($28.60) Reéject:

Hacienda de Chihuahua Sotol Plata Tequila, 750 m! ($24.60) Reject

Chiran Bukey Ashiki Samurai Villa Japanese Shochu, 750 ml ($33.00) Reject

Chiran Hotaru Firefly Japanese Shochu, 750 ml ($33.00) Reject

Ikikko Yume Island Dreams Japanese Shochu, 750 ml ($29.65) Réject

Tequila 30-30 Reposado, 750 ml ($19.95) : Reject

Indio Blood Orange Vodka, 750 ml ($23.95) Réject

Indio Oregon Marionberry Vodka, 750 ml ($23.95) Reject

Voodoo Tiki Reposado Tequila, 750 ml ($54.95) Reject

Voodoo Tiki Silver Tequila, 750 ml ($49.95) Reject
Alpenwolfe Herbal Liqueur, 750 ml ($19.95) Reject -

Black Bottle Scotch Whisky, 750 ml ($26.95) Reject

Pepe Zevada Reposado Tequila, 750 ml ($34.95) Reject

Pepe Zevada Blanco Tequila, 750 ml ($32.95) Reject

Casa Noble Reposado Tequila, 750 ml ($54.95) Reject

Casa Noble Crystal Tequila, 750 ml ($49.95) Reject

continued. ..
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cc: Pat Kohler
Pat McLaughlin
John Redal
Randy Simmons
Steve Burnell
Meagan Renick
Kelly Higbee
Jeffrey James
Cindy Doughty
Robin Hall
Kim Ward
Casey Walker
Lacinda Thomas
Frances Munez-Carter
PK Dan






Key Impact Measures
Workgroup Report

Board Presentation
September 2008





Background

The 2006 Three Tier Task Force recommended the
LCB create key impact measures to allow the
agency to collect data to effectively show how
policy/rule changes affect the industry, consumers,
the state, and society.

The Three Tier Task Force Report dated November
21, 2006 specifically recommended

o “The Legislature is encouraged to provide funding to the
LCB to develop research and analysis capability, and work
collaboratively with stakeholders and other agencies and
organizations to collect independent data, and to
use/analyze existing data.”





Approach

An internal workgroup was created in 2008
to identify the key impact measures.

The Workgroup included representatives
from:

o Board

Director’s Office

Licensing and Regulation
Enforcement and Education
Business Enterprise
Administrative Services

O O O O O





Research and Data

Noted research experts were invited to
speak to the workgroup to discuss their
experience with measuring impacts from
alcohol policy and regulations.

o Frank Chaloupka, Distinguished Professor of
Economics Director, Health Policy Center
(University of lllinois)

o William C. Kerr Ph.D, Associate Scientist,
Alcohol Research Group, Public Health Institute
(Berkeley, California)





[Research and Data

Stakeholders offered suggestions for
possible measures.

Youth focus groups were conducted
around the state in June 2007 to learn
about their usage and attitudes about
alcohol.

o Provided context to the Healthy Youth
Survey statistics.





Causal Models

The workgroup identified two key outcomes as the
priority for the agency

o Safe Communities

o Reduce Underage Drinking

“Causal’” models were built to identify activities with
the strongest impact on the key outcomes. Causal
models are used to illustrate relationships relative to
specific outcomes.

o These became known as key factors that could be used
when evaluating possible policies or regulatory changes.

o Each factor can be assigned a level of impact (High,
Medium, Low).
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Reduce Underage Drinking Causal Model
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Key Factors

Advertising and marketing activities (possible
Increased youth exposure).

Regulatory action required (enforcement, licensee
education and training).

Responsible licensee (proper business practices
being followed).

Pricing practices (how price ultimately will be
Impacted at the consumer level).

Access and availability (does it increase access to
alcohol).

Agency resources (staff, equipment, dollars).





Key Impact Measures

Using the causal model factors, the
workgroup scaled down their list of 26
possible measures to five key impact
measures:

O
O

O
O
O

Violations of law (sales to minors, over-service).

Public complaints (including objections to
license renewals).

Number of locations selling (density level).
Medical and police alcohol-related service calls

Price (at manufacturer, distributor, importer and
retail tiers).
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DRAFT Key |mpaCt Measures Key Agency Outcomes
» Safe Communities

Evaluation TOOI * Reduce Underage Drinking
Key Factors

Scenario for Advertising Regulatory Responsible Pricing Access & Agency Impact Measures
Policy or & Marketing | Action Required Licensee Practices | Availability Resources (evaluate against
] Activities (Enforcement, (Business g
Regulation Education, Scifne) mission & key agency
Training) outcomes)
Pilot Beer and M =Completed server training
Wine Sampling =Violations (over-service,

underage service)

Grocery Stores =Customer Comments

=Violations (sales to
intoxicated)

sNumber of locations selling
sComplaints

B/W Sales at
Farmer’s Market

mViolations (underage sales)
mConsumption Rates
mComplaints from public

Allow Sunday
Sales (spirits)

mViolations (underage sales,
over-service)

mConsumption rates
mComplaints from public

Allows domestic
brewery/micro-
brewery to hold up
to 2 retail licenses

mViolations (underage sales,
over-service)

mConsumption rates
mComplaints from public

Allow domestic
winery additional
retail location

Allow bonded wine =Complaints
warehouse to mViolations (prohibited
practices)

handle bottle
wines






Evaluation Factors - Detall

Advertising, Marketing Impact/Practices

@)
©)
©)

Community Acceptance of drinking alcohol, social norms
Drinking Patterns
Underage drinking levels

Regulatory Action Required

©)
©)

Enforcement activities such as compliance checks
Education (adults giving alcohol to minors)

Responsible Licensing

©)
©)

Licensee outlet operations and practices
Retail models

Pricing Practices

©)

Drinking patterns

Access & Avalilability

©)
©)

License type
Density

Agency Resources

©)

©)
@)
©)

Staff impacted (beyond Enforcement)

Dollars to improve equipment or facilities

Additional FTE’s to support program requirement

Additional equipment needed (new software, vehicles, stores, etc.)
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[Next Steps

Stakeholders are asked to submit
written comments by October 17,
2008.

The Workgroup will review the
comments to finalize the impact
measures later this fall.





[Questions and Comments
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