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WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — November 28, 2012

Board Chair Sharon Foster called the regular meeting of the Washington State Liquor Control Board (WSLCB)
to order at 10:08 a.m., on Wednesday, November 28, 2012 in the Boardroom at 3000 Pacific Avenue S.E.,
Olympia, Washington. Board Member Ruthann Kurose was present. Board Member Chris Marr was absent.

Approval of Minutes
Minutes from the November 7, 2012 meeting were approved

Board Approval to File CR 101 on WAC 314-28-030 and WAC 314-28-050
Rules Coordinator Karen McCall presented the Board with a CR 101 on WAC 314-28- 030 and WAC 314-28-050,
to allow a craft distiller licensee to sell their product to consumers over the internet and deliver. This CR 101
is the result of a petition for rulemaking from Colin Levi, owner of It’s 5 Artisan Distillery. The Board adopted
rules on November 7, 2012 to allow internet sales and delivery of spirits to consumers by a spirits retail
licensee. Member Kurose made a motion to approve. Chair Foster seconded. All were in favor.

: ¢
Board Approval to File CR 101 for WAC 314-02-109, WAC 314-23-022, and WAC 314-28-080
Karen requested Board approval to file a CR 101 for WAC 314-02-109, WAC 314-23-022, and WAC 314-28-030.
This rulemaking resulted from 1-1183, which directed spirits retail licensees to pay to the Board 17% of their
total spirits revenues on a quarterly basis, spirits distributors to pay to the Board 10% of their total spirits sales
for the first two years and 5% each year thereafter, and distillers and craft distiilers acting as a distributor of
their own spirits products to pay the same license fees as the spirits distributors. Per Karen, language needs to
be added to these rules to allow the Board to suspend or revoke the license of a licensee that fails to report
and/or pay these fees. Member Kurose made a motion to approve. Chair Foster seconded. All were in favor.

Board Adoption of CR 103 for Brief Adjudicative Proceedings

Karen presented the Board with a CR 103 for Brief Adjudicative Proceedings {(BAPs).- Perthe Administrative
Procedures Act (RCW 34.05.482), agencies have the ability to utilize an abbreviated administrative hearing
process (BAP) where the issues or interests involved to not warrant use of full adjudicative procedure. This
rulemaking identifies instances where the Board may use BAP in lieu of the more formal hearing process.
Member Kurose made a motion to approve. Chair Foster seconded. All were in favor.

Public Hearing on Rules to Implement 2012 Legislation
The meeting was opened up to public testimony regarding rulemaking to implement 2012 legislation. One
stakeholder signed up to provide verbal testimony:

e Darren Smith, Washington Liquor Store Association (WalLSA)

o Darren expressed concern regardlng the CR 101 on WAC 314-28-030 and WAC 314-28-050, allowing
internet sales and delivery of spirits to consumers by craft distiller licensees. Karen noted that there was
no proposed language yet for this rulemaking, but that it would likely mirror that of the spirits retail
licensee language approved by the Board at the November 7, 2012 Board Meeting. ‘
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o Darren asked why craft distillers were not subject to a 17% fee, and why he was required to charge a
17% fee on sales to Class H establishments. Karen commented that in both cases, this was how the law
(1-1183) was written. Any change would require legislative action.

Board Adoption of Board Interim Policy #06-2012

Karen asked the Board to approve Board Interim Policy (BIP) #06-2012, dealing with reporting requirements
for spirits retail licensees, spirits distributor licensees, distiller licensees, and craft distillery licensees. This BIP
would make immediately effective the ability of the board to suspend or revoke any of the aforementioned
licenses should the licensee fail to report and/or pay the fees associated with their license. Formal rulemaking
was approved earlier in the meeting, with the CR 101 for WAC 314-02-109, WAC 314-23-022, and WAC 314-
28-080. Member Kurose made a motion to approve. Chair Foster seconded. All were in favor.

New Business
Chair Foster opened the meeting up for new business. Two stakeholders provided verbal testimony:
e Jan Gee, Washington Food Industry Association
o Jan told the Board that she did not have any concerns with penalties for non-payment and/or lack of
reporting. She did note that she was working with Board and Department of Revenue staff to try and
streamline the payment system process, preferably so that licensees were able to pay one agency on a
monthly basis.
e Darren Smith, WalSA
o Darren noted that he was concerned about implementation of the interim policy prior to the end of the
year, due to the Board’s decision to not assess penalties for the payment due October 25, 2012. WSLCB
Administrative Director Pat Kohler explained that, while the Board decided to not asses penalties on late
reporting and fee payments, retailers were still required to report and pay fees by October 25, 2012 for
the July — September 2012 period. Failure to pay in a timely fashion may result in suspension or
revocation of a license. The Board does not intend to suspend or revoke any license due to non-
payment prior to December 31, 2012.

Old Business:
There was no old business.

The Board Meeting was adjourned at 10:35 a.m.
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Washington State
Liquor Control Board

Date: November 28, 2012

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

From: Karen McCall; Agency Rules Coordinator

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

Subject: Approval for filing a pre-proposal statement of inquiry {CR 161} on
WAC 314-28-030 Changes to the distiller and craft distiller license and WAC 314-
28-050 What does a craft distillery license allow?

This rulemaking is the result of a petition for rulemaking from Colin Levi, owner of It's 5
Artisan Distillery, to revise WAC 314-28-030 and WAC 314-28-050 to allow a craft
distiller licensee to sell their product to consumers over the internet and deliver. On
November 7, 2012, the board adopted rules that allow internet sales and dellvery of
spirits to consumers by a spirits retail licensee.

Process

The Rules Coordinator requests approval to file the pre-proposal statement of inquiry
{CR 101) for the rule making described above. An issue paper on this ruie was
presented at the Board meeting on September 12, 2012, and is attached to this order.

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

November 28, 2012 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101)

December 19, 2012 . | Code Reviser publishes notice, 1.CB sends notice to
rules distribution list

January 15, 2013 End of written comment period

January 23, 2013 Board is asked to approve filing the proposed rules (CR
102 filing)

February 6, 2013 Code Reviser publishes notice, LCB sends notice to

rules distribution list

CR 101 Internet sales and delivery ,
for Craft Distillery licensees 1 11/28/12






February 27, 2013 Public hearing held ,
February 27, 2013 End of written comment perlod
| March 6, 2013 Board is asked to adopt rules

March 6, 2013 Agency sends notice to those who commented both at
the public hearing and in writing.

March 6, 2013 Agency files adopted rules with the Code Reviser (CR
103)

April 7, 2013 Rules are effective (31 days after filing)

s Y N

haron Foste!" Chairman Date /

Z/Approve Disapprove

" Approve : Disapprove %/LW telag ’l&;

Ruthann Kurose, Board Member Date

Apprave Disapprove RS enT
Chris Marr, Board Member Date

Attachment: Issue Paper

CR 101 Internet sales and delivery
for Craft Distillery licensees 2 ' 11/28/12






Washington State Ligquor Control Board

Issue Paper

Rule Making on WAC 314-28-030 and WAC 314-28-
050

Date: November 28, 2012
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file the
first stage of rule making (CR 101} to revise WAC 314-28-030 Changes to the
distiller and craft distiller license and WAC 314-28-050 What does a craft
distillery license allow?

Why is rule making necessary?

This rulemaking is the result of a petition for rulemaking from Colin Levi, owner of
It's 5 Artisan Distillery, to revise WAC 314-28-030 and WAC 314-28-050 to allow
a craft distiller licensee to sell their product to consumers over the internet and
deliver. On November 7, 2012, the board adopted rules that allow internet sales
and delivery of spirits 10 consumers by a spirits retail licensee.

Process

The rule making process begins by announcing LCB’s intent to change existing
rules and propose new rules by filing a CR 101 form. This allows staff and
stakeholders to begin discussing necessary changes and new rules. No proposed
language is offered at this stage. The public may comment during the
designated comment period. Notice will be sent to all who have indicated that
they want to receive notice of rule changes. The notice will identify the public
comment pericd and where comments can be sent. Board staff will work closely
with stakeholders in the development of any rules. Based on public input
received, staff will draft proposed changes for presentation to the Board at the
next phase of the rule making process.

Attachment: WAC 314-28-030, WAC 314-28-050

Issue Paper CR101 WAC 314-28-030
WAC 314-28-050 . 1 11/28/12






WAC 314-28-030 Changes to the distiller and craft distiller
license. (1) Beginning March 1, 2012, all distilleries licensed
under RCW 66.24.140 and 66.24.145 may sell spirits of their own
production directly toe a licensed spirits distributor in the state
of Washington and to a licensed spirits retailer in the state of
Washington.

(2) Beginﬁing June 1, 2012, a distiller may sell spirits of its

own production to a customer for off-premises consumptiocn, provided

that the sale occurs when the customer is physically present at the

licensed premises.
[Statutory Authority: RCW €6€.08.030, 66.24.055, ©66.24.160,

66.24.630, and 66.24.640. 12-12-065, § 314-28-030, filed 6/5/12,

effective 7/6/12.]

WAC (11/21/12 8:49 AM) [ 11






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

(a) Produce sixty thousand proof gallons or less of spirits per
calendar year. A "proof galldn" is one liquid gallon of spirits that
ig fifty percent alcchol at sixty degrees Fahrenheit:

(b} Sell spirits of its own production directly to a customer
fbr off-premises consumption, provided.that the sale occurs when the
customer is physically present cn the licensed premises. A licensee
may sell nb more than two liters per customer per day. A craft
distiller may not sell liquor products of somecne else's production;

(c} For sales on or after March 1, 2012, sell spirits of its
own production to a licensed spirits distributor;

(d) For sales on or after March 1, 2012, sell spirits of its
own production to a licensed spirits retailer in the state of
Washington:

(e) 8ell to out-of-state entities;

(f) Provide, free of charge, samples of spirits of its own
production to persons on the distillery premises. Each sample must
be one-half ounce or less, with no more than two cunces cof samples
provided per persén per day. Samples must be unaltered, and anyone
involved in the serving of such samples must have a valid Class 12
alcohol server permit. Samples must be in compliance with RCW
66.28.040;

(g) Provide, free of charge, samples of spirits of its own

WAC (11/21/12 8:49 AM) [ 1]






production to retailers. Samples must be unaltered, and in
compliance with RCW 6€6.28.040, 66.24.310 and WAC 314-64-08001.
pgamples are consideréd sales and are subjegt to taxes;

(h).Contract produce spirits for holders of a distiller or
manufacturer license. |

(2) A craft distillery licenses may not sell directly to

in-state retailers or in-state distributors until March 1, 2012.7

[Statutory Authority: RCW 66.08.030, 66.24.055, 66.24.160,
66.24.630, and 66.24.640." 12-12-065, § 314-28-050, filed 6/5/12,
effective 7/6/12. Statutory Authority: RCW 66.24.145 and
66.08.030. 10-19-066, § 314-28-050, filed 9/15/10, effective
10/16/10; 09-02-011, § 314-28-050, filed 12/29/08, effective

1/29/09.]

WAC (11/21/12 8:49 AM) [ 2 ]











Washington State
Liquor Control Board

Date: November 28, 2012

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

From: Karen McCall, Agency Rules Coordinator

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

Subject: Approval for filing a pre-proposal statement of inquiry (CR 101) on

- the foliowing: a

¢ WAC 314-02-109 What are the guarterly reporting and payment
requirements for a spirits retailer license?

e WAC 314-23-022 What if a distributor licensee fails to report or pay, or
reports or pays late?

« WAC 314-28-080 What if a distillery or craft distillery licensee fails to report
or pay, or reports or pays late?

Initiative 1183 directed spirits retail licensees to pay to the board 17% of their total spirits
revenues on a quarterly basis. |-1183 also directed spirits distributors to pay to the .
board 10% of their total spirits sales for the first two years and 5% each year thereafter.
Distillers and craft distillers acting as a distributor of their own spirits products are
required to pay the same license fees as the spirits distributors. The board adopted
these rules in June, 2012. Language needs to be added to these rules to allow the
board to suspend or revoke the license of a licensee that fails to report and/or pay
these fees,

Process

The Rules Coordinhator requests approval to file the pre-proposal statement of inquiry
{CR 101} for the rule making described above. An issue paper on this rule was
- presented at the Board meeting on September 12, 2012, and is attached to this order.

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

CR 101 314-02-109, WAC 314-23-022
WAC 314-28-080 ' 1 11/28/12






.November 28, 2012 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101)
December 19, 2012 Code Reviser publishes notice, LCB sends notice to
rules distribution list
January 15, 2013 End of written comment period _
January 23, 2013 Board is asked to approve filing the proposed rules (CR
102 filing)
February 6, 2013 Code Reviser publishes notice, LCB sends notice to
rules distribution list '
| February 27, 2013 Public hearing held
February 27, 2013 End of written comment period
March 6, 2013 Board is asked to adopt rules
March 6, 2013 Agency sends notice to those who commented both at
' the public hearing and in writing.
March 6, 2013 Agency files adopted ruies with the Code Reviser (CR
' 103) _
April 7, 2013 Rules are effective (31 days after filing)
¢ Approve Disapprove %M@% ///7?/’//2“
' Sharon Foster, Chairman Date 7

»" Approve Disapprove - @«V"ﬂ"w [Ceurac L faglie

Ruthann Kurose, Board Member Date

_____Approve Disapprove Ao ENE

Chris Marr, Board Member Date

Attachment: Issue Paper

CR 101 314-02-109, WAC 314-23-022
- WAC 314-28-080 2 11/28/12






Washington State Liquor Control Board

Issue Paper

Rule Making on WAC 314-02-109, WAC 314-23-022,
and WAC 314-28-080 ‘

Date: ‘ November 28, 2012
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue |
The purpose of this Issue Paper is to request approval from the Board to file the
first stage of rule making (CR 101) to revise the following:
s WAC 314-02-109 What are the quarterly reporting and payment
requirements for a spirits retailer license?
o 'WAC 314-23-022 What if a distributor licensee fails to report or pay, or
reports or pays late?
« WAC 314-28-080 What if a distillery or craft distillery licensee fails to
report or pay, or reports or pays late?

Why is rule making necessary?

Initiative (183 directed spirits retail licensees to pay to the board 17% of their total
spirits revenues on a quarterly basis. 1-1183 also directed spirits distributors to
pay to the board 10% of their total spirits sales for the first two years and 5%
each year thereafter. Distillers and craft distillers acting as a distributor of their
own spirits products are required to pay the same license fees as the spirits
distributors. The board adopted these rules in June, 2012. Language needs to be
added to these rules to allow the board to suspend or revoke the license of a
licensee that fails to report and/or pay these fees.

Process

The rule making process begins by announcing LCB's intent to change existing
rules and propose new rules by filing a CR 101 form. This allows staff and
stakeholders to begin discussing necessary changes and new rules. No proposed
language is offered at this stage. The public may comment during the
designated comment period. Notice will be sent to all who have indicated that
they want to receive notice of rule changes. The notice will identify the public
comment period and where comments can be sent. Board staff wiil work closely
with stakeholders in the development of any rules. Based on public input
received, staff will draft proposed changes for presentation to the Board at the
next phase of the rule making process.

Attachment: ~ WAC 314-02-109, WAC 314-23-022, WAC 314-28-080

Issue Paper CR101 314-02-109, 314-23-022 |
314-28-080 - 1 11/28/12






WAC 314-02-109 What are the quarterly reperting and payment
regquirements forarspi:its retailer license? (1) A spirits retailer
must submit quarterly reports and payments to the board.

. The regquired reports must be:

(a) On a form furnished by the board;

(b) Filed every guarter, including quarters with no activity
or payment due;

{c) Submitted, with payment due, to the board'qn or before the
twenty-fifth day following the tax quérter {e.g., Quarter 1 (Jan.,
Feb., Mar.) report is due April 25th). When the twenty-fifth day
- of the month falls on a Saturday, Sunday, or a legal holiday, the
filing must be postmarked by the U.S. postal service no later than
the next postal business day:; and

(d} Filed separately for sach liguor license held.

(2) What if a spirits retailer licensee fails to report or pay,
or reports or pays late? If a spirits retailer licensee does not
submit its gquarterly reports and payment to the board as required
in subsection (1) of this section, the licensee islsubject to
penalties.

Arpenalty of two pefcent per month will be assessed on any
payments pcstmarked after the twenty-fifth day quarterly report is
due. When the twenty-fifth day of the month falls on a Saturday,
Sunday, or a legal holiday, the filing must be poétmarked by the U.5.

postal service no later than the next postal business day.

WAC (11/21/12 8:51 AM) L1 ]






[Statutory Authority:

RCW 66.08.030, 66.24.055, 66.24.160,

66.24.630, and 66.24.640. 12-12-065, § 314-02-109, filed 6/5/12,

effective 7/6/12.]

WAC (11/21/12 8:51 AM)}
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WAC 314-23-022 What if a distributor licensee fails to report
or pay, or reports or pays late? (1) If a spirits distributor
licensee does not submit its monthly reports and payment to the board
as required in WAC 2314-23-021(1), the licensee is subject to
penalties.

(2) A penalty of two percent per month will be assessed on any
payments postmarked after the twentieth day of the month following
the month of sale. When the twentieth day of the meonth falls on a
Saturday, Sunday, cor a legal holiday, the filing must be postmarked
by the U.S. Postal Service no -later than the next postal business

day.
[Statutory‘Authority: RCW €6€.08.030, 66.24.055, 66.24.160,

66.24.630, and 66.24.640. 12-12-065, § 314-23-022, filed 6/5/12,

effective 7/6/12.]

WAC (11/21/12 8:51 AM) Tl ]






WAC 314-28-080 What if a distillery or craft distillery
licensee fails to report or pay, or reports or pays late? If a
distillery or craft distiller does not submit its monthly reports
and payment to the beard as required in WAC 314-28-070(1), the
licensee is subject to penalties. |

Penalties. A penalty of two percent per month will be assessed
on any payments postmarked after the twentieth day of the month
fecllowing the month of sale. When the twentieth day of the month
falls on a Saturday, Sunday, or a legal holiday, the filing must be
postmarked by the ﬂ.S, postal service no later than the next postal

business day.

[Statutory Authority: RCW 66.08.030, 66.24.055, 66.24.160,
66.24.630, and 66.24.640. 12-12-065, § 314—28—08O,Ifiled 6/5/12,
effective 7/6/12. Statutory Authority: RCW 66.08.030, 66.24.145.

09-02-011, § 314-28-080, filed 12/29/08, effective 1/22/09.]

WAC (11/21/12 8:51 AM) [ 1]
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Date: November 28, 2012

To: Sharon Foster, Board Chair

Ruthann Kurose, Board Member
Chris Marr, Board Member

From: Karen IVIcCaII,- Agency Rules Coordinator

Copy: Pat Kohler, Administrative Director
Rick Garza, Deputy Administrator
Justin Nordhorn, Enforcement and Education Director

Subject: - Approval of final rulemaking (CR 103) for Brief Adjudicative
Proceedings (BAPs)

At the Board meeting on November 28, 2012, the rules coordinator requests that the
L iguor Control Board approve the final rulemaking {CR 103) for Brief Adjudicative
Proceedings. ‘

The Board was briefed on the rule making background, public comment, and agency
response for this rule making. An issue paper and text of the rule change is attached.

If approved, the Rules Coordinator will send an explanation of the rule making to all
persons who submitted comments. No comments were given at the public hearing heid
on November 7, 2012, held in the Board's meeting room in Olympia, Washington. After
sending this explanation, the Ruies Coordinator will file the rules with the Office of the
Code Reviser. The effective date of the rules will be 31 days after filing.

o&% e
aron Foster, Chairman ate

_ " Approve Disapprove @7]”1\&«,«\, {Céw-u_ (! Lg/tl—

Ruthann Kurose, Board Member Date

" Approve Disapprove

» Approve ____ Disapprove MQ&MT

Chris Marr, Board Member Date

Attachment: Issue Paper

CR 103 BAPs 1 | 11/28/12






Washington State Liquor Control Board
Issue Paper
Rulemaking for a Brief Adjudicative Proceedmg (BAP)

Date: November 28, 2012
Presented by:_ Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this issue paper is to recommend that the Washington State
Liquor Control Board (WSLCB) proceed with final rule makmg and adopt the rules
on Brief Adjudicative Proceedings

- Why is rule making necessary?

The Liquor Control Board, like other state agencies, is required to give “due
process” to any action which might be aggrieved by a licensee or applicant. The
Administrative Procedures Act (RCW 34.05.482) gives agencies the ability to
utilize an abbreviated administrative hearing process (Brief Adjudicative
Proceeding BAP) where the issues or interests involved do not warrant use of full
adjudicative procedure. This process will not normally utilize an administrative
law judge and often is performed by simply submitting a written appeal rather
than oral testimony.

ESSB 5921 passed in the 2011 legislative session. This bill directs the L.CB to
suspend the license of a tavern, nightclub, or beer/wine specialty shop licensee if
DSHS notifies the board that the licensee has an ATM machine that allows the
use of EBT cards.

HB 2758 passed in the 2012 legislative session. This bill allows DOR to direct
the LCB to suspend and refuse to renew a license if the taxpayer is more than 30
days delinquent in reporting or remitting taxes. |

This rulemaking identifies these specific instances and others where the Liquor
Control Board may use BAP in lieu of the more formal hearing process.

Public Comment
No comments were received at the public hearing held on November 7, 2012.
Two written comments were received on this ruiemaking.

What changes are being proposed?

New Section. WAC 314-42-110 Brief Adjudicative Proceedings. This
rule explains a brief adjudicatory proceeding and under what circumstances the
board will conduct a brief adjudicatory proceeding if requested.

~ Issue Paper — CR 103 BAPs 1 11/28/12






New Section. WAC 314-42-115 Preliminary record in brief adjudicative
proceedings. Details what documents are required for the preliminary record in
a brief adjudicatory proceeding.

New Section. WAC 314-42-120 Conduct of brief adjudicative
proceedings. Explains how a brief adjudicatory proceeding will be conducted
by the board.

'New Section. WAC 314-42-125 Brief adjudicative proceedings
conversion to formal adjudicative proceedings. Details the process to
convert a brief adjudicative proceeding to a formal adjudicative proceeding.

New Section. WAC 314-42-130 Appeal rights on brief adjudicatory
proceeding initial order. Explains the process to request an appea! of the
brief ad]udlcatlve proceeding order.

Attachment: Proposed Rules

Issue Paper — CR 103 BAPs ‘ 2 11/28/12






NEW SECTION

WAC 314-42-110 Brief adjudicative proceedings. The
Administrative Procedure Act provides for brief adjudicative
proceedings in RCW 34.05.482 through 34.05.494. The board will
conduct brief adjudicative proceedings where it does not viclate
.any provision of law and where protection of the public interest
does not reguire the board to give notice and an opportunity to
participate to persons other than the parties. If an adjudicative
proceeding is requested, a brief adjudicative proceeding will be
conducted where the matter involves one or more of the following:

(1) Liguor license suspensions due to nonpayment of spirits
taxes per RCW 66.24.01G; _

(2) Liquor license denials per WAC 314-07-005(2);

{3) Liguor license denials per WAC 314-07-040;

{4) Special coccasion license application denials per WAC 314-
07-040; _

(5) Special occasion license application denials per WAC 314-
07-065(7); '

(6) MAST provider or trainer denials for noncompliance with a
support order in accordance with RCW 66.20.085;

(7) MAST provider denials or revocations per WAC 314-17-070;

{8) Liquor license suspensicns due to nonpayment of beer or
wine taxes per WAC 314-19-015;

(9) Cne-time event denials for private clubs per WAC 314-40-
080; :

{10) Banquet permit denials per WAC 314-18-030;

{11) The restrictions recommended by the local authority cn a
nightelub license are denied per WAC 314-02-039 (a local authority
may reguest a BAP);

{12) The restrictions recommended by a local authority are
approved per WAC 314-02-039 (an applicant for a nightclub license
may request a BAP);

(13) Ligquor license suspensions due to noncompliance with a
support order per RCW 66.24.010;

{14) Liquor license suspensions due to noncompliance with RCW
74.08.580(2), electronic benefits cards, per RCW 66.24.013;

(15) License suspension due to nonpayment of spirits liquor
license fees per RCW 66.24.630;

(16) License . suspension due to nonpayment of spirits
distributor license fees per RCW 66.24.055; and

{17) Tobacco license denials per WAC 314-33-005.
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NEW SECTION

~ WAC 314-42-115 Preliminary record in brief adjudicative
proceedings. (1) The preliminary reccrd with respect to a liquor
license suspension due ¢ nonpayment of Splrlts taxes 1in RCW
66.24.010 shall consist of:

(a) All correspondence from department of revenue requesting
missing taxes or reports; and

(b) Regquest from department of revenue to the liguor control
beard requesting suspension of the liquor license.

(2) The preliminary record with respect to a liguor license
intent to deny under WAC 314-07-065(2) where the applicant has
failed to submit information or documentation shall consist of:

(a) All correspondence between the applicant and the board
pertaining to requests for information or documentation; and

(b) A copy of the application report prepared by licensing
division steff.

(3) The preliminary record with respect to a liquor license
applicaticn intent to deny where the applicant failed to meet the
criminal history standards outlined in WAC 314-07-040 shall consist
of:

(a) A copy of the application report prepared by licensing
division staff;

(b) The personal/criminal history statement(s) submitted by
the applicant; ‘

' (¢) Any intercffice correspondence reporting criminal history
of applicant(s); and

(d} Copiles of any correspondence submitted by the applicant
explaining or rebutting the c¢riminal history findings.

{4) The preliminary record with respect to a special cccasion
liquor license applicaticon (chapter 314-05 WAC) intent to deny
where the applicant failed to meet the criminal history standards
cutlined in WAC 314-07-040 shall consist of:

(a) A copy of the application report prepared by licensing
division staff; '

{b) The personal/criminal history statement(s)  submitted by
the applicanti(s);

{c) Any interoffice correspondence reporting criminal history
of applicant{s); and

(d) Copiles of any correspondence submitted by the applicant
explaining or rebutting the criminal history findings.

(b) The preliminary record with regpect to a special occasion
ligquer license applicaticn (chapter 314-05 WAC) intent to deny
where the application was objected to -by the local authority
‘wherein the event is scheduled (WAC 314-07-065(7)) shall consist
of:

(a) A-copy of the special occasion license application and
supporting materials;

(b) A copy c¢f the notice sent to the local authority by
licensing division staff;

(c) A copy of the objection received from the local authorlty,
and - :
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(d) A copy of any correspondence from the applicant rebutting
the objection from the local authority.

(6) The preliminary record with respect to suspension of
mandatory alcohol server, provider or trainer, for noncompliance
with a support order in accordance with RCW 66.20.085 shall consist
of:

(a) A copy of the license suspension certification from the
department of social and health services; and

(b)Y A copy of all documents received from or on behalf of the
permit holder rebutting the identification of the server, provider,
or trainer.

(7) The preliminary record with respect to suspension of
mandatory alcohol server, provider or trainer, for failing to meet
the criminal history standards outlined in WAC 314-07-070(1) shall
consist of:

(a) A copy of the personal/criminal history statement
submitted by the applicant;

‘ (b) Any interoffice correspcndence reporting criminal history
of applicant; and

(¢) Coples of any correspondence submitted by the applicant,
permit holder, provider or trainer explaining or rebutting the
criminal history findings.

{8) The preliminary record with respect to liguor license
suspensions due to nonpayment of beer or wine taxes per WAC 314-19-
015 shall consist of:

{a) Copies of any correspondence requesting missing taxes,
fees, or penalties when identified after processing reporting form
monthly; and - ‘

(b} Copies of backup documentation including envelopes showing
- late filing, corrections on reporting form, and audit findings.

(9) The preliminary record with respect tc¢ one-time event
denials for private clubs in WAC 314-40-08C shall consist of:

{a) A copy of the written regquest for a one-time event;

{(b) A copy of the written denial including the reason(s) for
the deniali; and

{c) Copies of all correspcndence.

(10) The preliminary record with respect to banguet permit
denials in WAC 314-18-030 shall consist of:

{a) The application for a banquet permit;

(b) A copy of the written denlal including the reason(s) for
denial; and '

{c) ALl correspondence. ,

(11) The preliminary record with respect to denial 'of
restrictions requested on a nightclub license by a local authority
under the provisions in WAC 314-02-039 shall consist of:

(a) A copy of the applicatiocn report prepared by licensing
division staff and the threshcld decision by the licensing director
or his/her designee;

(b) A copy of all correspondence from the local authority
requesting restrictions on the nightclub premises; and

(c) Copies of any correspondence submitted by the nightclub
applicant or license holder rebutting the reguest for restrictions.

(12) The preliminary record with respect to licensing's
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approval of a request for restrictions on a nightclub license under
the provisions of WAC 314-02-039 shall consist of:

(a) A copy of the application report prepared by lloen81ng
division staff and the threshold decision by the llcen51ng director
or his/her designee;

(b} A copy of all correspondence from the local authority
requesting restrictions on the nightclub premises; and

(¢} Copies of any correspondence submitted by the nightclub
applicant or license holder rebutting the request for restrictions.

{13) The preliminary record with respect to a liquocr license
suspension due to noncompliance with a support order from the
department of sccial and health services under RCW 66.24.010 shall
consist of: .

(a) The written request from department of social and health
services to suspend the liguor license;

{(b) A copy c¢f the written liqueor control board suspension
order; and

(c) Copies cf all correspondence.

(14) The preliminary record with respect to a liguor license
suspension due tc noncompliance with RCW 74.08.580, electronic
benefits cards, per RCW 66.24.013 shall consist of:

(a) The written request from department of social and health
services to suspend the liguor license;

{(b) The complete 1nvest1gat10n from department of social and
health services to support the suspension;

(c) A copy of the written liquor control board suspen51on
order; and :

(d} Copies of all correspondence.

(15) The preliminary records with respect to liguor license
suspension due to nonpayment of spirits liquor license fees per RCW
66.24.630 shall consist of:

(a) All correspondence relating to discrepancies in fees
anc/or penalties when identified after processing reporting forms;
and

(b) All backup documentation including envelopes showing late
filing, corrections on reporting forms, and audit findings.

(16) The preliminary records with respect to liguor license
suspensions due to nonpayment of spirits dlstrlbutor license fees
per RCW 66.24.055 shall consist of:

(a) All correspondence requesting missing fees and/or
penalties when identified after processing reporting forms; and

_ (by All backup documentation including envelopes showing late
filing, corrections on reporting forms, and audit findings.

(17) The preliminary record with respect to tobacco license
denials shall consist of:.

(a) The license application from business license services;

(b} The personal/criminal history statement submitted by the
applicant;

(c) The judicial informaticn sgystem criminal history and
division recommendation;

(d) The letter of denial from the liquor control beard;

(e} The notice of intent to deny statement to the applicant;
and '
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(f) All correspondence.

NEW SECTION

WAC 314-42-120 Conduct of brief adjudicative proceedings.

(1) Brief adjudicative proceedings shall be conducted by a
presiding officer for brief adjudicative proceedings designated by
the board. The presiding officer for brief adjudicative
proceedings shall have agency expertise in the subject matter but
"shall not have personally participated in the decision to issue the

initiating document. '

(2} The parties or their representatives may present written
documentation. The presiding officer for brief adjudicative

proceedings shall designate the date by which written documents

must be submitted by the parties.

{(3) The presiding cfficer for brief adjudicative proceedings
may, in his or her discretion, entertain oral argument £from the
parties or thelr representatives.

(4) No witnesses may appear to testify.

(5) The presiding cfficer for brief adjudicative proceedings
gshall not issue an oral order. Within ten business days o¢f the
final date for submission of materials or oral argument, if any,
the presiding officer for brief adjudicative proceedings shall
enter an initial order.

NEW SECTTION

WAC 314-42-125 Brief adjudicative proceedings conversion to
formal adjudicative proceedings. (1) At least five days before the
scheduled dissuance of either an initial w©or a final order, any
party, including the agency, may £file a written objection to
resolution of a matter by a brief adijudicative prcceeding and may
request that it be converted to a formal adjudicative proceeding.
Upon receiving a timely written objection, the presiding officer or
reviewing officer shall determine whether the matter should be
converted. Regardless of whether any party files a timely
cbjection, the presiding officer or reviewing officer may convert
any brief adjudicative proceeding to & formal adjudicative
proceeding whenever it appears that a brief adjudicative proceeding
is insufficient to determine the issues pending before the board.

(2) In determining whether to convert a proceeding, the
presiding officer may consider the following factors:

(a) Whether witness testimony will aild the presiding or
reviewing ¢fficer in resolving contested issues of fact;
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(b) Whether the legal or factual issues are sufficiently
complex to warrant a formal adjudicative proceeding, including
whether there are multiple issues of fact or law;

(c) Whether a brief adjudicative proceeding will establish an
adeqguate record for further agency or judicial review;

(d) Whether the legal issues involved in the proceeding
present gquestions of legal significance or are being raised for the
first time before the agency;

(e) Whether conversion o¢f +the proceeding will cause
unnecessary delay. in resolving the issues; and

(f) Any other factors that the presiding or reviewing officer
deems relevant in reaching a determination.

NEW SECTION

WAC 314-42~130 Appeal rights on brief adjudicatory proceeding
initial order. (1) If vou are dissatisfied with the order in the
brief adjudicative proceeding, you may appeal to the reviewing
officer, which shall be the board chair, or designee. This appeal
process 1s called an administrative review. Your appeal must be
received by the becard, in writing, within twenty-one days after the
brief adjudicative proceedings order is deposited in the U.S. mail.

(2) The reviewing officer considers your appeal and either
upholds or overturns the brief adjudicative proceeding order. The
reviewing officer's decision, also called an order, 1is the final
agency decision. The order will be prcvided to you at the last
~address you furnished to the board. ‘

{3) The order on review must be in writing, must include a
brief statement. of the reasons for the decision, and must be
entered within twenty days after the date of the initial crder or
of the request fcor review, whichever is later. The order shall
include &a description of any further available administrative
review or, if none is available, a notice that judicial review may
be available. _

{(4) A request for administrative review is deemed to have been
denied if the agency does not make a disposition of the matter
within twenty days after the request is submitted.
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Washington State Liquor Control Board -

- Issue Paper

Small Wineries Annual Reportmg

Date: - Qctober 10, 2012

Presented by:  Karen McCall, Agency Rules Coordinator
Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file the

proposed permanent rules (CR 102) revising current rules to allow annual
reporting for small wineries.

Why is rule making necessary?
The following bill was passed during the 2012 Ieglslatlve session:

o  SB 5259 Tax payment and reporting requirements of small wineries

Currently all wineries are requii*ed to report monthly. This legislation allows

wineries or wine certificate of approval holders to report annually if they had total

taxable sales of wine in Washington State of 6,000 gallons or less during the
calendar year preceding the date the report would otherwise be due. Rules are
needed to implement this legislation.

' What changes are being proposed?
Amended WAC 314-19-005 What is the purpose of chapter 314-19
WAC? Changed the word “permittee” to “permit holders”.

Amended WAC 314-19-010 Definitions. Removed the word “monthly” as it
referred to tax reports.

- Amiended WAC 314-19-015 What are the menthiy-reporting and tax
payment requirements? Removed the word “monthly” and “month” as it
referred to tax reporting and payments. Added language allowing annuai
reporting for small wineries under certain conditions.

Amended WAC 314-19-020 What if a'licensee doesn’t report or pay the
taxes due, or reports or pays late? Changed the word "permittee” to “permit
holder”.

Amended WAC 314~-19-030 How can a licensee claim a credit or refund
for tax-paid product? Removed the word “monthly" as it referred to reports.

Repealed WAC 314 19-040 Is there any exceptlon to the additional tax
imposed on fortified wine?
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Amended WAC 314-24-070 Domestic wineries—Purchase and use of
bulk wines, brandy or wine spirits—Import permit required—Records—
Wine returned to Washington. Removed the word "monthly” as it referred to
reporting documents.

Amended WAC 314-24-120 Importation of foreign wine—United States
wineries—Menthly Reports—Records. Removed the word “monthly” from
the WAC title.

Attachment: Proposed Rules
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AMENDATORY _SECTION (Amending WSR 07-02-076, filed 12/29/086,
effective 1/29/07)

WAC 314-19-005 What is the purpose of chapter 314-19 WAC?
The purpcse of this chapter is te outline the beer and wine tax
reporting and payment reguirements for the following liquor

licensees and ((permitttees)) permit holders:

Type of liquor license

Laws that cutline tax
rates and requirements

(a) Washington beer
and/or wine distributor

RCW 66,24.210,
66.24.230, 66.24.290,
66.24.305

(b) Washington beer RCW 66.24.230
and/or wine importer
{c) Domestic brewery RCW 66.24.270,
66.24.290, 66.24.303
(d) Domestic RCW 66.24.270,
breweryv/brand owner 66.24.290, 66.24.3035
(e) Microbrewery RCW 66.24,270,
66.24,290, 66.24.305
(1) Domestic winery RCW 66.24.210,

66.24.215, 66.24.230,
66.24.305

(g) Public house RCW 66.24.290,
66.24.580

(h) Beer certificate of RCW 66.24.270

approval holder

(1) Wine certificate of RCW 66.24.210,

approval holder 66.24.206

(j) Authorized RCW 66.04.010,

representative certificate
of approval holder--U.S.
produced beer

66.24.261, 66.24.270

(k) Authorized RCW 66.04.010,
representative certificate 66.24.261, 66.24.270
of approval holder--

foreign produced beer

(1) Authorized RCW 66.04.010,

representative certificate
of approval holder--U.S.
produced wine

66.24.203, 66.24.206

{m) Authorized
representative certificate
of approval holder--
foreign produced wine

RCW 66.04.010,
66.24.203, 66.24.206
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Type of liquor license

Laws that outline tax
rates and requirements

{n} Retailer with an
endorsement to receive

RCW 66.24.210,
66.24.290, 66.24.270

direct shipments of beer
and wine from breweries,
microbreweries, or
wineries

{0) Wine shipper permit RCW 66.24.210
holder

AMENDATORY SECTICN {Amending WSR 07-02-076, filed 12/2%/06,
effective 1/29/07)

WAC 314-19-010 Definitions. The following definitions are to
clarify the purpose and intent of the rules and laws governing beer
and wine tax reporting and payment requlrements . Additional
definiticns can be found in RCW 66.04.010.

(1) "Late. A {(momtity)) tax payment is considered late if
it is unpaid on the due date and remains unpaid until the twentleth
day of the following month.

(2) "Missing." A {((momkhty)) tax report and tax payment, if
taxes are owed, is considered missing if it is more than thirty
days past the reguired filing date. i

(3) “Samples" are beer . and/or wine furnished to retail
licensees for the purpose of negotiating & sale, per RCW 66.28.040.
See WAC 314-64~-080 for gampling prccedures.

(4} "Tastings" are beer and/or wine products provided to
customers at ne charge for the purpese of promoting a sale, that
are consumed on the premises of a domestic brewery, microbrewery,
winery, or additicnal winery locations as authorized by RCW
66.24.170(4). Tastings are not taxable under this title.

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

WAC 314-19-015 What are the ((monthly)) reporting and tax
payment requirements? (1) The required {(momtity)) beer and/or
wine tax reports must bhe:

(a) On a form furnished by the board or in a format approved
by the board; .

(b) Filed every month, including months with no activity or
taxes due. A winery or wine certificate of approval holder with
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totel taxable sales of wine in Washington state of six thousand
gqallons or less during the calendar vear may elect to file
annually;

(c) Submitted, with the tax due, to the board on or before the
twentieth day of ({es=h)) the month following the end of the
reportin eriocd, for the previous ((morth)) reporting pexricd (for
exanple, a monthlyv report listing transactions for the month of
January 1is due by February 20; an annual report listing
trangactions for 2012 48 due by January 20, 2013). When the
twentieth day of the month falls on a Saturday, Sunday, or a legal
holiday, the filing must be postmarked by the U.S. Postal Service
no later than the next postal business day; and

(d} Filed separately for each type of liquor license or permit

held, .
{2} Wineries, wine certificate of approval holders and wine
shippers who elect to file annually:

{a) Must have taxable sales of wine in Washington state of six

Lhousand gallons or less during the calendar vear;

{b) New licensees who anticipate taxable sales of wine in '

Washington state of less than =ix thousand galleong must reguest by
notifving the liguor contrel board within thirty davs of license
issuance that thev would like to file annually;

{c) May only change reporting fregquency (o annual filing or
off annual filing) at the beginning of a calendar vear, effective
menth must ke Januaryv:

{d) Are reguired to file multlple reports in the event of a
midvear tax rate change (for example, the tax rate changes June
1st; annual filer will submit two reports. One for January_lst
through May 31st and one for June lst throucgh Decembex 31st. Both
are due January 20th following the end of the reporting period);

{e) Must submit a report the meonth following the menth the
license has been discontinued g¢r business closed (for example,
annual filer closes buginess/discontinued license May 25th, repert
is due June 20th). '

Type of Licensee Tax Payment Requirements

(€2 (3) Washington (a) Distributors must pay taxes on all
beer and/or wine beer and/or wine received during the
distributor preceding calendar month, including samples

received at no charge (see WAC 314-64-080
and 314-64-09C for more information), The
totai tax due {per arcel for beer and per liter

" for wine) is to be paid by the first distributor
to receive the product and must be included
with the monthly report.

(b) Distributors do not pay taxes on
beer and/or wine received from another in-
state licensed distributor who has already
paid the Washington state tax on the product.

(c} Distributors may claim a tax refund
or eredit, provided that they have paid the
taxes prior to claiming the credit, for the
following (sce WAC 314-19-030 for
information on claiming a tax refund or
credit):
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Type of Licensee

Tax Payment Requirements

(i) Shipments exported directly to a
point outside the state of Washington,
including sales to inferstate common
carriers;

(if) Sales to any military reservation it
Washington state;

(i) Product that is deemed unsalable
due to freight damage, product quality, or

other causes that occurred prior to receipt by

the distributor, subject to the following
conditions:

{A) The unsalable product must be
destroyed within the state of Washington
{per RCW 66.24.305);

(B) The licensee must notify their focal
liguor enforcement officer in advance for
destruction of more than fifty cases of wine
or two hundred cases of beer;

(C) The licensee must report the
destroyed product on the next required
monthly report; i

(D) The licensee must keep records
showing the reason for the destruction and
an inventory of products destroyed. These
records must be kept on the licensed
premises and available for inspection by
board employees for a period of two years;
and :

(E} The licensee must provide
documentation from the freight company
with the report if they are claiming a credit
due to freight damage.

(39 () Washington
beer and/or wine
importers

Tmporters must pay laxes on samples
received during the preceding calendar
manth, as follows:

{a) I the samples are used by the
importer within the state of Washington, the
importer must pay the tax.

{b) T sarnples are pravided to a
distributor, the distributor must pay the tax,

({4 (5) Domestic
breweries,
microbreweries, and
domestic wineries

(a) Domestic breweries,
migrobreweries, and domestic winetics must
list production for the current {(rworth))
reperting period only, The brewery that the
domestic brewery/brand owner contracts
with Is required to include any products they
produce for the brand owner in their
production count.

() Domestic breweries,
microbreweries, and domestic wineries must
pay taxes on beer and/or wine that is:

(1) Sold at retail on the licensed
premises (or shipped to additional winery
locations as authorized by RCW
66.24.170{4)}, including retail sales to out-
of-state residents;

(ii) Sold to retail licensees;

(iii) Furnished as samples to retail
licensees as authorized by RCW 66,28.040,
WAC 314-64-080, and 314-64-090 (does not
include sampies provided to distributors);

(iv) Provided as donations to quailifying
501 (c)3) or {6) nonprofit organizations per
RCW 66.28.040 or to the Washington wine
commission per RCW 66.12.180 and
66.24.210;

[ 4]

OTS5-5059.1






Type of Licensee

Tax Payment Requirements

(v) Received via an interplant iransfer
if nsed as outlined in above subsections (1),
{ii), (iif), or {iv);

(vi) Sold at farmers maikets as
authorized by RCW 66.24.170(5),
66.24.240(4) and/or 66.24.244(3); ar

(vil) Wine that has been shipped out-
of-state as nontax paid export and returned to
Washington state if used as outlined in (b)(i),
(ii), (iii), (iv), or (vi) of this subsection.

(¢) Domestic breweries,
microbreweries, and domestic wineries do
not pay tax on beer and/or wine that is:

(1) Sold to or furnished as samples to
distributors: -

(if) Shipped out of a particular location
for an interpiant transfer;

(iif) Exported directly to a point outside
the state of Washington, including sales to
interstate common carriers;

(iv) ({Sokttorthe-Wackingtomrstate
&) Sold to any military reservation in
Washington state; or

({e+#) (v) Provided as a tasting on the
brewery or winery premises or at additional
winery [ocations at no charge, as authorized
by RCW 66.24,170(4), See WAC 314-19-
010(3) for the definition of "tastings.”

((£5%)) (8) Domestic
brewery--Brand
owners

(a) Domestic brewery-brand cwners
must tile a report showing the quantity of all
beer sold or delivered to each licensed beer
distributor, or beer exported directly to a
point cutside the state of Washington, during
the preceding ({(nromth)) reporting period.

(b} Domestic brewery-brand owners are
not responsible for the tax on beer that is
contract produced,

((463)) (7) Out-of-
state beer and/or wine
certificate of approval
holders

(a) Certificate of approval holders must
file a report showing the quantity of all beer
and/or wine sold or delivered to each
licensed beer or wine distributor or impeorter,
including samples, during the preceding
((mrrotet)) reporting period.

(b) Tax is due from the certificate of
approval holder:

(1) On samples shipped to licensed
agents, and

(ii) On donations to the Washington
wine cominission per RCW 66.12.180 and

66.24.210 or to 501 (¢){3) nonprofit
charitable associations within Washington

" state per RCW 656.28.040,

{te)) (8) Out-of-state
United States beer
and/or wine certificate
of approval holders
with a direct shipping
to Washington retailer
endorsement

(a) Certificate of approval holders with
this endorsement must file an addendum
report showing the quantity of beer and/or
wine sold or delivered to each licensed
refailer, including samples, during the
preceding ((memnth)) reporting period.

(b) Tax is due from the certiticate of
approval holder on beer and/or wine seld or
delivered to retail licensees and on sales to
nonprofit charitable associations.
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AMENDATORY

Type of Licensee

Tax Payment Requirements

((€83)) (9)Out-of-state
United States wine
certificate of approval
holders with a direct
shipping to consumers

(a) A certificate of approval holder with
this endorsement must report the total
quantity of wine sold to consumers in
Washington state during the preceding
((zremthy)) reporting period.

certificate of approval
holders-U.,S. and/or
forelgn produced beer
or wine

| endorsement (b) Tax is due {rom the certificate of
approval helder on wine sold or delivered to
Washington state residents,
{(699)) (10} (a) Authorized representative certificate
Authorized of approval holders must file a report
representative showing the quantity of all beer and/or wine

sold or delivered to each licensed beer or
wine distributor or importer, including
samples. They must list the brewery and/or
winery that they represent and that had
shipments into Washington state during the
preceding month,

(b) Tax is due from the authorized
representative beer and/or wine certificate of
approval holders only on samples shipped to
licensed agents, directly to retailers per WAC
314-64-080 and 314-64-090, donations to
the Washington wine commission per RCW
66.12.180 and 66.24.210, or to 501 (c}3)
nonprofit charitable associations within
Washington state per RCW 66.28.040.

((¢63) (11) Public

house licenseas

Public house licensees must pay taxes on all
sales of their own product during the
preceding calendar month.

(e} (12) Retailer

with an endorsement
allowing receipt of
direct shipment of
beer or wine from a
United States brewery,
micrebrewery, or
winery

A Washington retailer who receives
shipments directly from a United States
brewery, microbrewery, or winery, outside
Washingten, must file a report showing the
quantity of beer and wine received by direct
shipment from each licensed beer or wine
producer, including samples, during the
preceding month.

{(F429)) (13) Wine
shipper permit holder

(a) An out-of-state winery must filea
report showing the total guantity of wine
sold or delivered to consumers during the
preceding ((mewth)) reporting period.

(b) Pay the tax due for sales of wine to
Washington state residents.

SECTION

effective 1/29/07)

(Amending WSR (07-02-076,

12/29/06,

WAC 314-19-020 Wwhat if a licensee doesn't report or pay the

taxes due,

‘or reports or pays late?

The board may take . the

following actions against a licensee or ({permittes)) permit holder
in order to collect any of the reports or taxes due that are
outlined in this title.
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(1) Suspension or

revocation of license |

(a) Pailure to make a report and/or pay
the taxes in the manner and dates outlined in
this chapter will be sufficient ground for the
board to suspend or zevoke a liquor license,
wine shipper permit, or cettificate of
approval (per RCW 66.08.156, 66.24.010,
66.24.120, 66.24.206, 66.20.370, 66.20.380,
and 66.24.270).

(b) The suspension will remain in
effect until all missing reports and/or taxes
have been filed with the board (see WAC
314-19-0190(1) for the definition of
"missing").

(2) Penatties

A penalty of two percent per month will be.
assessed on any tax payments postmarked
after the twentieth day of the month
following the ((sromth)) reporting period of
((sde)) the transactions (per the reporting’
requirements outlined in WAC 314-19-013,
RCW 66,24,290, and 66.24.210). When the
twentieth day of the month falls on a
Saturday, Sunday, or a legal holiday, the
filing must be postmarked by the U.S. Postal
Service no later than the next postal business
day,

(3) Surety boud
requirements

(a) What is a surety bond? A "surety
bond" is & type of insurance policy that
gnarantees beer and/or wine tax payment to
the state. The surety bond must be:

(i) Executed by a.surety company
authorized to do business in the state of
Washington;

(ii) On a form and in an ameunt
acceptable to the board,

(iii) Payable to the Washington state
liquor control board; and

(iv) Conditioned that the licensee will
pay the taxes and penalties levied by RCW
66.24,210 and/or 66,24,290,

(v) As an option to obtaining a surety

bond, a licensee may create an assignment of

savings account for the board in the same
amount as required for a surety bond.
Requests for this option must be submitted
in writing to the board's financial division.

(b) Witen will the board require a
surety bond? The board may require a
surety bond from a Washington beer and/or
wine distributor, domestic microbrewery,
domestic brewery, public house, domestic
winery, wine shipper, or a beer or wine
certificate of approval holder that has a
direct shipment privilege. If any of the
following accur, the board may require the
licensee or ((perreittes)) permit holder o
obtain a surety bond or assignment of
savings account, within twenty-one days
after an administrative violation notice is
issued:

(i) A report or tax payment is missing,
as defined in WAC 314-19-010, for two or
more consecutiveé months; or

{ii) A report or tax payment is missing,
as defined in WAC 314-19-010, two or more
times within a two year period.
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(c) What will happen If the licensee
does not acquire the surety bond or
savings account? Failure to meet the
bending or savings account requirements
outlined in subsections (a) and (b} of this
rule may result in immediate suspension of
license privileges until all missing reports are
filed and late taxes have been paid and the
surety bond is acquired or the savings
account is established.

(d) In what amount and for how long
will the board require a surety bond? The
amaunt of a surety bond or savings account
required by this chapter must be either
$3,000, or the total of the highest four
months' worth of tax liability for the
previous twelve month period, whichever is
greater.

(i) The licensee or ((pernmdttes)) permit
holder must maintain the bond for at [east
two years. After the two year period the
licensee or {(permitiee)) permit holder may
request an exemption as outlined in
subsection (f} of this rule.

(ii) Surety bond and savings acceount
amounts may be reviewed annually and
compared to the last twelve months' tax
liability of the licensee. X the current bond
or savings account amount does not meet the
requirements outlined in this section, the
licensee or (fpermittes)) permit holder will
be required to increase the bond amount or
amount on deposit within twenty-one days.

(e) What action will the board take
when a licensee or ((permittee)) permit
hotder holds a surety bond and does not
pay taxes due or pays late? If a licensce or
{(permittes)) permit holder holds a surety
bond or savings account, the board will
immediately start the process to collect
overdue taxes from the surety company or
assigned account. ¥ the exact amount of
taxes due is not known due to missing
reports, the board will estimate the taxes due
based oh previous production, receipts,
and/or sales,

() Can a Heensee or ({perimittes))
permit holder request an exemption to the
surety bond or savings account )
requirement? A licensee or ((permittes))
permit holder may make a written request to
the board's financial division for an
exemption from the surety bond or
assigniment of savings account requirements.
The board will grant an exemption once the
following criteria are met:

(i) The licensee or ((permittee)) permit
holder has filed reports and paid applicable
taxes to the board for at least two years
immediately prior to the exemnption request;
and

(i1) There have been no late or missing
reports or tax payments during the previous
tWO yeals.
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(iii) In order to remain exempt from the
surety bond or assignment of savings
account requirements, the licensee must
continue to meet the tax reporting and
payment requirements outlined in this title
(outlined in WAC 314-19-015, RCW
66.24.206, 66.24.210, 66.24.27C, 66,24.290,
and £6,24.580),

AMENDATCORY _SECTION (Amending WSR 04-24-007, filed 11/19/04,
effective 12/20/04)

WAC 314-19-030 How can a licensee claim a credit or refund
for tax-paid product? ' i

(1) How to claim a tax credit (2) How to claim a tax refund

(a) On the next {a) A licensee may request a
((mrontity)} report filed, show refund, rather than claim a credit, if
the amount of product for the amount of the credit is too large
which a tax credit is due in the | to be used in a reasonable amount of
appropriate section(s) of the time or the licensee has
form. : discontinued business,

(by Deduct the total {b) On the next ((nromtiry))
credit from the total amount report filed, the licensee must show
due on this repott. ) ‘the amount of product for which a

tax refund is due in the appropriate
section(s) of the form.

{c) The board will not issue a
refund check until the total amount
to be refunded accumulates to at
least ten doilars.

REPEALER

The following section of the Washington Administrative Code
is repealed:

WAC 314-19-040 "Ts there any exception to the
additional tax imposed con fortified
wine?
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AMENDATORY SECTION (Amending WSR 12-17-006, filed 8/1/12, effective
9/1/12) '

WAC 314-24-070 Domestic wineries--Purchase and use of bulk
wines, brandy or wine spirits—--Import permit required--Records—-
Wine returned to Washington. (1) Domestic wineries may purchase
and receive under federal bond from any holder of a domestic winery
license, holder of :the fruit and/or wine distillery license
provided in RCW 66.24.140, or out~of-state holder of a federal
winery or fruit distillery basic permit, bulk wine, brandy or bulk
wine spirits manufactured or produced by such holder, and use the
gsame in the manufacture or preoduction c¢f wines: Provided, That
every domestic winery which imports wine, brandy or wine spirits
manufactured outside the state of Washington for use as authorized
in this section must first be in possession of a permit issued by
the board, in accordance with RCW 66.20.010(5) ¢f the Washington
State Liguor Act. Applications for such permilts must be submitted
to the board in writing. Such permits expire at the end of the
board's fiscal year, and are subject to renewal at that time upon
written request and remittance of sgaid annual fee. Wine
manufactured or produced frem one kind of fruit or berry may not
receive wine, brandy or wine spirits manufactured or produced from
ancther kind of fruit or berry..  Such brandy or wine spirits so
purchased shall be used exclusively and conly for the purpose of
adding wine spirits to wines. In those cases where the holder of
a domestic winery license shall alsc held such. fruit and/or wine
distillery license, then, and in such cases, such domestic winery
may use brandy or wine spirits manufactured or preduced under such
distillery license ag a wine gpirits addition in the manufacture or
production of wine by such holder of the domegtic winery license.

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

(3) A domestic winery may ship Washington wine out of and may
return such wine to Washington state for ultimate sale, The
fcllowing conditions apply:

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

(b} The export shall be from the licensed winery and returned
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to the same entity.

(c) The returned wine must not have beén altered in any way,
with the exception c¢f sparkling wine.

(d) A domestic winery returning previously exported Washington
wine must comply with tax collection and tracking reguirements
initiated by the liquor control board.

{e} A domestic winery must keep on file for audit purposes
clear source records (shipping documents, etc.} with ({(momntidy))
reporting documents. Records need to indicate what wine was
returned to the state that was previocusly reported as an export
(including number of cases and gallons).

AMENDATORY SECTION (Amending WSR 00-17-065, filed 8/9/00, effective
9/9/00)

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

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

(b) A1l matters pertaining to the importaticn, transportation,
storage, keeping of records, and all other matters pertaining to
the importation of wine manufactured cutside the United States
shall be subject at all times Lo such orders, rules and regulaticns
as the board may . from time to time prescribe, and the board
reserves the right to make orders applicable to individual and

particular cases 1n addition to general orders, rules and
regulations applicable generally. '
(2)  Holders of certificate of approval--United States

wineries, located outside of Washington state. Each winery holding
a certificate of approval may ship wine to licensed wine importers
and/or distributors only. As reguired by section 10,. chapter 21,
Laws of 1969 ex. sess., and by the written agreement embodied in
the application for certificate of approval, each winery hclding a
certificate of approval shall file the report(s) required by WAC
314-19-015.
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Washington State
Liquor Control Board

Liguor Control Board Interim Policy #BIP 06-2012

Subject: Reporting Requirements for Spirits Retail Licensees,
Spirits Distributor Licensees, Distiller Licensees, and
Craft Distillery Licensees

Effective Date: November 28, 2012 -

Endihg Date: Upon adoption of rules to implement this policy.

Approved: %’M /. /5/ ﬂf; /// 2

Sharon Foster, Chairman

Tt (e, 12 (181

Ruthann Kurose, Board Member

RESENT

Chris Marr, Board Member

Purpose:
The purpose of Liquor Control Board Interim Policy #BIP 06.2012 is to allow the
board to suspend or revoke:
s the spirits retail license of a licensee that fails to report and/or pay the
quarterly license fees per RCW 66.24.630;
s the spirits distributor license of a licensee that fails to report and/or pay the
monthly license fees per RCW 66.24.055; and
» the disiillery license of a licensee that fails to report and/or pay the
monthly license fees for acting as a spirits distributor per RCW 66.24.640;
and
+ the craft distillery license of a licensee that fails to report and/or pay the
monthly license fees for acting as a distributor per RCW 66.24.640.

Background: :

In June, 2012 the board adopted WAC 314-02-109, WAC 314-23-022, and WAC
314-28-080 as part of the rules to implement Initiative 1183. Language needs to
be added to these rules to allow the board to suspend or revoke the license of a
spirits retail licensee, spirits distributor licensee, distiller licensee or craft distiller
who fails to report and/or pay their quarterly or monthly license fees.

PO Box 43075, 3000 Pacific Ave. SE, Olympia WA 98504-3075, {360) 664-1600,
www.lig. wa.gov






Policy Statement:

Failure to make a report and/or pay the license fees in the manner and dates
outlined in WAC 314-02-109 will be sufficient grounds for the board to suspend
or revoke a spirits retail liquor license as outlined in RCW 66.24.630.

Failure to make a report and/or pay the license fees in the manner and dates
outlined in WAC 314-22-022 will be sufficient grounds for the board to suspend
. or revoke a spirits distributor liquor license as outlined in RCW 66.24.055.

Failure to make a report and/or pay the license fees in the manner and dates
outlined in WAC 314-28-080 will be sufficient grounds for the.board to suspend
or revoke a distiller liquor license or craft distiller liquor license as outlined in
RCW 66.24.640.

PO Box 43075, 3000 Pacific Ave. SE, Olympia WA 98504-3075, (360} 664-1600,
www.lig.wa.gov
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