OFFICE OF THE
WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — February 22, 2012

PLEASE NOTE: an audio recording of this Board Meeting is posted on the LCB website
along with these minutes.

Board Chair Sharon Foster called the regular meeting of the Washington State Liquor Control
Board to order at 10:01 a.m., on Wednesday, February 22, 2012 in the Boardroom at 3000 Pacific
Avenue S.E. in Olympia, Washington. Board Members Ruthann Kurose and Chris Marr were
present.

Approval of Minutes
Minutes from the February 15, 2012 meeting were approved.

CR 101 for Rulemaking to Implement I-1183 (Revisions to WACs)

Agency Rules Coordinator, Karen McCall, presented the Board with a request for approval for filing
a pre-proposal statement of inquiry (CR101) to revise and/or repeal WACs to implement sections
of 1-1183. Ten WAC chapters needing revision and two chapters requiring repeal will be
addressed through this rulemaking. Member Marr made a motion to approve the CR 101.
Member Kurose seconded the motion. All were in favor.

Discussion on Proposed WAC 314-02-107 (What are the Requirements for a Spirits Retail
License 24 Liters per Single Sale)
The Board and attendees took part in a work session regarding the proposed language for WAC
314-02-107. Attendees were invited to provide comment to the Board, most of which was specific
to the one-per-day limitation of single sales to an on-premises licensee (see text below).
(c) Sell spirits in original containers to on-premises ligquor
retailers, for resale at their licensed premises, although no single

sale may exceed twenty-four liters, and single sales to an

on-premises licensee are limited to one per day; and

New Business
There was no new business.

Old Business:
There was no old business.
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OFFICE OF THE
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Board Meeting Minutes — February 22, 2012

The Board Meeting was adjourned at 11:27 a.m.

Ry

aron Foster, Ruthann Kurose, Chris Marr,
Board Chair Board Member Board Member
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Washington State
Liquor Control Board

Date: February 22, 2012

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

From: Karen McCall, Agency Rules Coordinator

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

Subject: Approval for filing a pre-proposal statement of inquiry (CR 101) to
revise and/or repeal WACSs to implement sections of I-1183

Initiative 1183 passed on November 8, 2011. Many sections of the initiative have
affected current WACs. The board has filed emergency rules to address sections of the
initiative that needed clarification immediately. There are ten WAC chapters that need
revisions and two chapters that need to be repealed based on the changes in the
initiative. Ali those changes will be addressed in this rulemaking.

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 rulemaking was
presented at the Board meeting on February 22, 2012, and is attached to this order.

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

February 22, 2012 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101).

March 7, 2012 Code Reviser publishes notice, LCB sends notice to
rules distribution list

April 2, 2012 End of written comment period

April 11, 2012 Board is asked to approve filing the proposed rules (CR
102 filing) '

May 2, 2012 Code Reviser publishes notice, LCB sends notice to

_ ‘ rules distribution list

May 23, 2012 Public hearing held

May 23, 2012 End of written comment period

May 30, 2012 Board is asked to adopt rules

CR 101 — Implementation of [-1183 (2) 1 2/22/12






May 30, 2012 ' Agency sends notice to those who commented both at
the public hearing and in writing.

May 30 2012 _ Agency files adopted rules with the Code Reviser (CR
103)
June 30, 2012 Rules are effective (31 days after filing)

Y~ Approve

" Approve

/ Approve

Attachment: [ssue F’aper

/ A
____ Disapprove W ]%W/%/f%

haron Foster, Chairman Date

Disapprove M ({jﬂ.&{@ 2/ ZQ’/ (

Rutha ﬂmber Date
______ Disapprove 'D/Z—zj/t 2z

Chris Marr, Board Member Date

CR 101 — Implementation of I-1183 (2) 2 2/22/12







; Washmgton State "~ Lo
74 Liquor Control Board

Date: February 22, 2012

To: - Sharon Foster, Board Chairman
Ruthann Kurose, Board Member
Chris Marr, Board Member

From: ‘Karen McCall, Agency Rules Coordinator

Copy: Pat Kohler, Administrative Director
Rick Garza, Deputy Administrator
Alan Rathbun, Director, Licensing -and-Regulation
~Justin:Nordhorn, Chief, Enforcement and Education

Subject: Approval for filing a pre-proposal statement of inquiry (CR 101) to
revise and/or repeal WACs to img{e_ment sections of I-1183

Initiative 1183 passed on November 8, 2011. Many sections of the initiative have
affected current WACs. The board has filed emergency rules to address sections of the
initiative that needed clarification immediately. There are ten WAC chapters that need
revisions and two chapters that need to be repealed based on the changes in the
initiative. All those changes will be addressed in this rulemaking.

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 rulemaking was
presented at the Board meeting on February 22, 2012, and is attached to this order.

if approved for filing, the tentative timeline for the rule mak:ng process is outlined below:

February 22, 2012 Board is asked to approve fmng the pre-proposal
| statement of inquiry (CR 101).
March 7, 2012 Code Reviser publishes notice, LCB sends notice to
rules distribution list
Aprii 2, 2012 End of written comment period
April 11, 2012 Board is asked to approve flilng the proposed rules (CR
102 filing)
May 2, 2012 Code Reviser publishes notice, LCB sends notice to
, , rufes distribution list
-May 23, 2012 Public hearing held
May 23, 2012 End of written comment period
May 30, 2012 Board is asked to adopt rules

CR 101 — Implementation of T-1183 (2) 1 7 2/22/12






May 30, 2012

Agency sends notice to those who comme‘nted'
the public hearing and in:writing. .

May 30.2012 ..

- Agency files adopted rules with the Code Rewser (CR:

103)

June 30, 2012

Rules are effective (31 days after filing) - -

Approve
-Approve

Apprové

Attachment: Issue Paper

Disapprove
Sharon Foster, Chairman ‘Date
Disapprove T L 7
: Ruthann Kurose, Board Member Date
Disapprove

Chris Marr, Board Member Date

CR 101 - Implementation of I-1 183 (2) 2 _ 2/22/12






Washmgton -State Liguor Control Board

Issue Paper |

Permanent Rule Makmg to Revnse or Repeal WACs to
Implement I-1183 - . :

Date: ~ February 22,2012 . .
Presented by:  Karen McCalI Agency Rules Coordlnator

Description of the Issue -

The purpose of this Issue Paper i |s to request approval from thé Board to t‘ le the
first stage of rule makmg (CR 101) to develop revise or repea[ current rules to
implement Initiative 1183... Lo ,

Why is rule making necessary? :
Initiative 11 83 passed on November 8, 201’1 Many sections of the :nltratlve have
affected current WACs. Theboard’ fi!ed emergency rules on December 7,2011 -
to address.sections:of the initiative that needed clanﬂcation immediately. Thers -
are ten WAC chapters that need-revisions and two chapters that need to be
repealed based on the changes.in the initiative.- The foliowmg chapters in WAG -
314 will be addressed in this rulemaking:

e WAC 314-05 Spec:ial Occasion.Licenses
WAC 314-11 General requirements for licensees
WAC 314-13 Retail licensees purchasing beer, wine, and spirits
WAC 314-24 Domestic wineries and domestic wine distributors
WAC 314-27 Interstate Commercial Common Passenger Carriers
WAC 314-37 Non-state liquor stores _
WAC 314-38 Permits .
WAC 314-42 Liquor Control Board operations
WAC 314-44 Licensed Agents
WAC 314-45 Serving and donatmg liguor by suppliers at trade
conventions of licensees
WAC 314-64 Liquor samples
WAC 314-76 Special orders

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. At the CR
101 stage of the process, no proposed language is offered. The public may
comment on the subject of this rulemaking during the designated comment
period. Notice will be sent to all who have indicated that they want to receive
notice of rule changes. The notice will identify the public comment period and
where comments can be sent. Based on public input received, staff will draft
proposed changes for presentation to the Board at the next phase of the rule
making process.

CR 101- Implementation of 1-1183(2) 1 2/22/12





If approved for filing, the tentative timeline for the ru]e mak:ng process is outhned

below e

February 22, 2011 ‘[ Board is asked to approve filing the pre-proposal” ** ~
statement of inquiry (CR 101)..

March 7, 2012 Code Reviser publlshes notice, LCB sends notice t0

, fules distribution list ) :
April 7, 2012 End of written comment périod e
April 14, 2011 "Board is asked to approve lelng the proposed rules (CR
: : | 102 filing) '

April 18, 2012 Code Reviser publishes notice,” LCB 'sends notice to

' rules distribution fist

May 23, 2012 Public hearing held « <

May 23, 2012 - ~ 1*End of writien comment perlod

May 30,2012 Board is asked to adopt rules '

May 30,2012 Agency sends notice to those who commented both at

) -{ the publi¢ hearing and in.writing. .

May 30, 2012 Agency files adopted rules W|th the Code Revnser {CR
103)

June 6, 2012 Rules are effective (31 days after flllng)

CR 101- Implementation of [-1183(2) 2 2/22/12






NEW SECTION

WAC 314-02~103 What is a wine retailer reseller endorsement?
(1) A wine retailer reseller endorsement is issued to the holder of
a grocery store liquor license to allow the sale of wine at retail
to on-premises liquor licensees.

{2) No single sale to an on-premises liquor licensee may exceed
twenty-four liters. Single sales to an on-premises licensee are
limited to one per day. i

(3} A grocery store licensee with a wine retailer reseller
endorsement may accept délivery at its licensed premises or at one
or moré warehouse facilities registered with the board.

(4) The holder of a wine retailer reseller endorsement may also

deliver wine to its own licensed premises from the registered

warehouse; may deliver wine to on-premises licensees, or to other

warshouse facilities registered with the board., A grocery store

licensee wishing to obtain a wine retailer reseller endorsement that

permits sales to another retailer must pessess and submit a copy of

their federal basic pesmit to purchase wine at wholesale for resale

under the Federal Alcohol Administration Ach. A federal basic

permit is required for each location from which the grocery store
licensee holding a wine retailer reseller endorsement plans to sell

wine to another retailer.
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{6) The annual fee for the wine retailer reseller endorsement

_is one hundred sixty-six dollars.

{1

NEW SECTION

WAC 314-02-104 Central warehousing. (1) Each retail liguor
licensee having a warehouse facility where they intend to receive
wine and/or spirits must regiéter their warehouse facility with the
board and include the following information:

(a) Documéntation that shows the licensee has a right to the
warehouse property;

(b) If a warchouse facility is to be shared by more than one
licensee, each licensee must demonstrate‘ to the board that a
recordkeeping system is utilized that will account for ail wine
and/or spirits entering and leaving the warehouse for each license
holder. The system must also account for product lcés;

“{c} Licensees in a shared warehouss may consclidates their

commitment for the amount of product they plan to order, buth their

orders must be places separately and peid for by each licenses; and
I ¥ K ¥

(ed) Alternatively, if the warehocuse does pot have a
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record-keeping system that provides the reguired information, wine

and/or spirits for each licensee in a shared warehouse must be
separated by a physical barrier. Where physical separation is

utilized, a sketch of the interior of the warehouse facility must

be submitted indicating the designated area the licensee will be

storing product. (Example: If ABC Grocery and My Grocery, each
licensed to a different ownership entity, both lease space in a
warehouse faciiity} the wine and/or spirits must be in separate areas
sepérated by a physical barrier.}

{2) Upon the request of the boa:d; the licensee must provide
any of the required records for review. Retail liquor licensees must
keep the following records for three years:

{a) Purchase invoices and supporting documents for wine and/or
spirits purchased;

{b) Invoices showing incoming and outgoing wine and/or spirits
{product transfers);

(c} Documentation of the recordkseping syétem in a shared
warehouse as refe:enceé in subsection (1) (b) of this section; and

{d) A copy of records for liquor stored in the shared warehouée,

(3) EBach licensee must allow the board access tc the warehcuse
for audit and review of records.

(4) If the wing and/or spirits for each licensee in a shared
warehouse is not kept separate, and a violation is found, éach
licensee that has registered the warehouse with the boardlméy'be held

accountable for the violation.

[]
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NEW SECTION

WAC 314-02-106 Wh#t is a spirits retailer licensa? (1) A
spirits retailer licensee may not sell spirits under this license
until June 1, 2012. A spirits retailer is a retail license. The
holder of a spirits retailer license is allowed to:

{a} Sell spirits in original containers to consumers for
off-premises consumption; '

{b} Sell spirité in original containers to permit holders_{see
RCH 66.20);

(¢) Sell spirits in original containers to on-premises liguor
retailers, for resale at their licensed premises,;a}thopg@.ﬁo:singleq.
sale —may_:exgged twgnty“four liters, and single sales. to’..an
on-premises iicensee are limited to one per day; and ¥

(d} Export spififs in original containers.

(2) A spirits retailer licensee must possess a federal basic
permit for purchasing spirits at wholesale for resale under the
Federal Alcohol Administration-Act. A copy of the federal basic
permit must be submitted to the board. A federal basic permit is
required for each location from which the spirits retailer licensee

plans to sell to another retailer.

(3) A sale by a spirits retailer licensee is a retail sale only
if not for resale to an on-premises spirits retailer. On-premises

retail licensees that purchase spirits froma spirits retail licensee
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muist abide by RCW 66.24.630.
{4} A spirits retail licensee must pay to the board seventeen
percent of all retail spirits sales. The first payment is due to

the board October 1, 2012+, for sales from June 1, 2012, to June 30,

2012 (see WAC 314-02-109 for gquarterly reporting raquirements).

Reporting of spirits sales and payment of fees must be submitted
on forms provided by the board,
{5) The annual fee for a spirits retail license is one hundred

sixty-six dollars.

{1

NEW SECTION

WAC 314-02-107 What are the requirements for a spirits-ratail
license? (1) The requirements for a spirits retail license are as
fgllows:

{a) Submit a signed acknowledgment form indicating the square
footage of the premises. The premises must be at least ten thousand
square feet of fully enclosed retail space within a single structure,

including store rooms and other interior

F—aredsy . This

does not inciude any area ast—encumbered by a lease or rental

agreement (floor plans one guaxrter eighth inch to one foot scale

may be required by the board); and

(b) Submit as signed acknowledgment form indicating the
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licensee has a security plan which addresses:

(i) Inventorvy management:;

(ii) Empioyee training and supervision; and

(iii) Physical security of spirits product with respect to
preventing sales to underage or apparently intoxicated persons and
theft of product.

{2) & grocery store licensee or a specialty shop licensee may
add a spirigfs retail liquor licénse to their current license if they
meet the requirements for the spirits retail license.

{3} The board may not deﬁy'a spirits retail license to qualified
applicants where the premises is less than ten-thousand square feet
if:

{a) The application is for a former contract liquor store
location;

{b) The application is for the holder of a former state liquor
store operating rights sold at auction; or

{c) There is no spirits retail license holder in the trade area
that the applicant proposes toe serve; and

(i) The applicant meets the operational requirements in WAC
314-02-107 {1} (b); and

(ii) If a current liquor licensee, has not committed more than

one public safety violation within the last three years.
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NEW SECTION

WAC 314-02-109 ﬁhat are the quarterly reporting and payment
. requirements for a spirits retailer license? (1) A spirits retailer
must submit guarterly reports and payments to the board.

The required reports must be:

{a) On a form furnished by the board;

(b} Filed every quarter, including quarters with no activity
or payment due;

(c} Submitted, with payment due, to the bo;rd on or before the
twentieth day following the tax quarter (e.g.; Quarter 1 {Jan., Feb.,
Mar.) report is due BApril 20th). When the twentieth day of the month
falls on a Saturday, Sunday, or a legal holiday, the filing must be
postmarked by the U.3. postal service no later than the nexi postal
business day; and

{d) Filed separately for each liquor license held.

{2) What if a spirits retailer licensee fails to report or pay,

# Formatied: Font: Not Bold

or reports or pays late?
does not submit its quarterly reports sz—and payment to the board

as required in WAC 314-02-109{1), exsubnits late  then - the licenssae

is subject to penalties,
A penalty of two percent per month will be assessed on any

payments postmarked after the twentieth day quarterly repert is due.

When the twentieth day of the month falls on a Saturday, Sunday, or
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a legal holiday, the filing must be postmarked by the U.5. postal

servicé no later than the next postal business day.

{1
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DISTILLED:
SPIRITS , :
COUNCIL |
OF THE © January 9, 2012 ;
UNITED -
“STATES -

Mr. Karen J. McCall

_ Agency Raules Coordinator

Washington State Liquor Control Board
P.O. Box*43080

Olympia, Washington, 98504-3080 -

Re: Notice of Rulemaking — Pre-Proposal #11-12 - Rules Implementing Initiative
1183 - : ' o |

Dear Ms. McCall:

On behalf of the Distilled Spirits Council of the United States, Inc. (DISCUS), we are
indebted to you for your dedication and diligence in ensuring a smooth transition to the new
Washington marketplace. We welcome the opportunity to provide a preliminary list of
rulemaking topics in response to the LCB’s initiative to solicit input regarding what new rules
are necessary to implement [-1183.

Based upon an initial review, we urge the LCB to consider issuing new-and/or revised
regulations that would:

% define the “retailer-to-retailer single sale limit of no more than 24 liters” on a “per on-
premise licensed establishment/per day” basis;

*» make available to suppliers the brand/quantity data reports pertaining to sales by off-
premise retailers to on-premise retailers and purchases by on-premise retailers from off-

premise retailers;

¢ extend to spirits suppliers, distributors and retailers the ability to engage in, at a
minimum, the same trade practices currently permitted for wine and beer; and

+ confirmn that the cross-ownership rules for wine and beer apply equally to spirits.





Mr. Karen J, MeCall
January 9, 2012
Page 2

At this initial stage of rulemaking, the above recommendations are examples of thetypes _
of subject matter topics that are both necessary and appropriate to implement I-1183. If we may,
we would like to supplement these topics as our analysis continues throughout this 'tragis__itio_ﬁ

process.

As always, we stand ready to work with the LCB to address the existing rules that 'mh'y
need amendment or supplementation in light of I-1183 and look forward to pal_’ticipating-fin_fhe

. LCB's rulemaking proposals. If you have any questions at all concerning our recominendations,

please do not hesitatc to call.

Sincerely,

l‘./z\/a—*fi]_‘l_/_w_, ﬁ /L_/(Z:)T A / "f?—'g . |

David E. Wojnar
Vice President :
State Government Relations

LJO: beca






McCall, Karen J

From: B Garza, RickJ

Sent: Wednesday, February 15, 2012 3:53 PM
- To: ' McCall, Karend =~
Subject: Fwd; Meet:ng with WRA & Costco

Sent from my iPad
Begin forwarded message:

From: Greg Hanon <hanon@ix.netcom.com>

Date: February 15, 2012 2:48:04 PM PST

To: "Garza, Rick ]" <RIG@LIQ. WA.GOV>, luiia Clark <julia@wrahome.com>

Cc: "Marr, Chris J" <CIM®@lig.wa.gov>, "Kohler, Pat A" <PAK@LIQ.WA.GOV>, Bruce Beckett
<brtice.beckett@wrahome.com>, "Munez Carter, Frances R" <FRM@L[Q WA, GOV> "st@hq wa gov"
<st@lig.wa.gov>, John Sullivan <JSullivan@costco.com>

Subject: RE: Meeting with WRA & Costco

Rick, we think a pre-meeting would be best on this issue. | will call you in a bit to discuss. Thanks, Greg.
Greg Hanon . |
hanon@ix.netcom.com .

253.279.8282 '

LV S — VP Py [

From Garza, R:ck J [mailto: RJG@LIO WA GOV'I
Sent: Wednesday, February 15,2012 2:37 PM

To: Julia Clark
Cc: Marr, Chris J; Kohler, PatA Bruce Beckett; Greg Hanon; Munez Carter, Frances R; st@liq.wa.gov;
John Sullivan

Subject: Re: Meeting with WRA & Costco

Julia,

We will send out proposed language in the next couple of days to all stakeholders. We plan to bring this
to the Board at our scheduled Board meeting on February 22nd as part of the rule making around this
section of the new faw.....specifically thé spirits retail license, Section 103.

We will include a work session during the meeting which will allow all stakeholders to provide direct
comment and input to the Board,

Rather than a separate meeting with Board members and staff, since we plan to address the issue in our
regular rule-making timeline, we believe the Board meeting is the best vehicle to get your input and
advice.

Sent from my iPad

On Feb 15, 2012, at 1:44 PM, "Julia Clark” <julia@wrahome.com> wrote:

Frances & Samantha,





any other board meriabeljo Implem ntatlon of"

A A e R e RN T w%sm\hm i ; ;
Sectlon 103(1) of m|t|at|ve 1183, which- liows for retail- retall sales in 24 ||ter quantltles?

We understand coordmatmg schedu!es may be rather d|fﬁcuEt bu f_you could suggest
some times this week or early next week that would work, we; \gyJ be:there ~ this is a
serious concern and a high priority for us to resolve,

Thank you,

Julia Clark

Government Affairs Manager

Washington Restaurant Association _
www. WRAhome.com R -
510 Plum St. SE, Ste. 200 :
Olympia, WA 98501 o : A . }
/800.223.7166, ext. 109 (ofhce) o o A o |
460:951:4479 (LeH\ ' S ) o
360.357.9232 (Fax)

Julic@WRAhome.com

The Washington Restaurant Association, in its 815t year, is the leadling business’
association for the restaurant industry — the largest private employer in the state
with an average worlkforce of nearly 200,000. In Washington, the more than
12,500 restaurants annually generate 312.2 billion to the state econoiy and
contribute $635 million in state taxes. Washington restaurants are.vital to our
economy, community and careers. :

The information conlained in this elecironic message may be privileged and confidential informatior infended onfy for
the use of the individuals or antity named above. f yoir are nol the intended recipient. you are hereby notified that any
dissemination, distribution or copying of this commynication is sirictly prohrbrfe-d If ypu have received this message in

error; please notify the sender-immediately and delete any and ail copies of the electronic message.
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McCall, Karen J-

LRI e oLl B e S T T P S s sopo3t o

From: . . . 'Garza RICKJ L . "

Sent; Wednesday, February 15 2012 4 55 PM h

To: ' Clark, Julia '~ ' o

Cc: Marr, Chris J; Kohler, Pat A; Beckett, Bruce; Hanon, Greg, Munez Carter, Frances R; Trotter,
Samantha E.; SuIIwan John; McCall, Karen J

Subject: RE: Meeting wrth WRA & Costco

Julia,

[ think you've articulated your position quite well. -Not stire'why we would need to meet. We
can provide LCB’s staff position on the - proposed amendment when we bring it to the Board A
next Wednesday You can then prowde the mformatlon be!ow to the Board d:rectly SO they
can consider it. The Board would then have'a week to.determine whether they want to.
include it when Karen br:ngs the proposed rules for the CR 102 to the Board for consrderation
at our scheduled Board meeting on February 29", . | )

T

T

Asto whether this issue is premature W‘e have received several requestsfrom stakeholders
regarding the issue. If the Board acts to implement the proposed change, the rulemaking
process would proceed forward to require a public hearlng on the proposed CR 102, which
according to the rulemaking timeline wouldn’t occur till April 11" 1 think this provides all.
stakeholders and the public ample time to provide comment and mput tothe Board: before
these rules are adopted, |

This is just one step in the rulemaking process. We look forward to working With you on this
rulemaking. Thanks!

From Juila Clark [mallto Julla@wrahome com]

Sent: Wednesday, February 15, 2012 4:18 PM

To: Garza, Rick ]

Cc: Marr, Chris J; Kohter PatA Beckett Bruce Hanon Greg, Munez Carter, FrancesR Trotter, Samantha E Sulltvan,
Johwp - = -

Subject: RE: Meeting W|th WRA & Costco

Thank you Rick,

| understand the prescribed process and timeline agencies have for rulemaking - and would like to echo Greg’s
response. '

Of particular concern for.the Washington Restaurant Association is that this is the first time the board has made any
indication that rulemaking is necessary to implement the initiative in this area. We have heard the Board is
contemplating rules that go beyond the clear language, and intent of [-1183 by puttmg fimits on retail to retail
transactions. :

The language in the initiative states:






ense tor Cel} .,pirltc in origmal cnntamers to copns "Jmers for consumptro off the Iicensed
_ 0. '.SB]‘ nal'co"tamers to etaile afised to sell
.gzs\rm AT Rt . !h

nsumptlon on the remises, for resale at ] rcensed premrses acco ding to'the terms of their ]rcenses
although no’ smgle sale may exceed twenty—f. ur li ers I
store manager of a contract liquor store at the !ocatlon of its splrlts retall Ci

. such.sales; and expart spirits. . . .

hs_‘g!f'pr_emrses from which it makes

The language is very clear, that no single sale may exceed twenty four Iaters Any attempt for the board to further-
restrict sales by retailers to on premise licensees is inconsistent with the clear language of the initiative, is not necessary
to implement the initiative, and contrary to what voters approved.

Additionally, what policy would be achieved by implementing such a rule? We would like to better understand the
Board’s position on how such arule benefits pubIEc;safety;

Since the rule is not necessary to |mplement legrslatlon it would then fall under the Governor's executive order that
places a moratorium on rufemaking, spetifically becatise this approach would berefit one mdustry ta the serlous
detriment of others: htto //www .governor.wa. gov/execorders/eo 11-03.pdf : -

We hope that thts is srmply rumor; however if the Board is truly thmkmg of imposing Irmrts on retail to retar!
transactions, then it's imperative that we meet to understand the Board’s rationale and discuss our mterpretatlon on
this critical issue. The above issues should be thoroughly discussed before any “work session” on the topic, and we feel
adding thistopic on the ,age_nda.,would be premdture at this juncture. :

Thank you,' we look for\'nrarr‘d td meeting with you on this topio.
From: Garza, Rick J [mailto:RIG@LIQ.WA.GOV]
Sent: Wednesday, February 15, 2012 2:37 PM-

To: Julia Clark
Cc: Marr, Chris J; Kohler, Pat A; Bruce Beckett; Greg Hanon; Munez Carter, Frances R; st@lig.wa.gov; John Sullivan

Subject: Re: Meeting with WRA & Costco

Julia,

We will send out proposed language in the next couple of days to all stakeholders. We plan to bring this to the Board at
our scheduled Board meeting on February 22nd as part of the rule making around this section of the new

faw..... speuﬁcally the spirits retail license, Section 103.

We will include a work session during the meeting which will allow all stakeholders to provide direct comment and input

to the Board.

Rather than a separate meeting with Board members and staff, since we plan to address the issue in our regular rule-
making timeline, we believe the Board meeting is the best vehicle to get your input and advice.

Sent from my iPad

On Feb 15, 2012, at 1:44 PM, "Julia Clark" <julia@wrahome.com> wrote:
Frances & Samantha,

The WRA would like to request a meeting with Board Member Marr, Pat and Rick, and any other board
member or staff you feel appropriate, regarding implementation of Section 103{1} of initiative 1183,
which allows for retail-retail sales in 24 liter quantities?






We understand coordinating schedules may be rather difficult, but if you could suggest some times this
week or early next week that would work, we will be there —this is a serious concern and a high priority
for us to resolve.

Thank you,

Julia Clark

Government Affairs M:inager
Washington Restaurant Association
www. WRAhome.com

510 Plum Se. SE, Ste, 200

Olympia, WA 98501

800.225.7166, ext. 109 (office)
360.951.4479 (cell)

360.357.9232 (fax)
Julio@WRAhome.com

The Washington Restaurant Association, in its 81st year, is the leading business association for
the restaurant industry — the largest private employer in the state with an average workforce of
nearly 200,000. In Washington, the more than 12,500 restaurants annually generate $12.2
billion to the state economy and contribute $635 million in state tuxes. Washington restaurants
are vital to our economy, community and careers.

The information contained in this slectronic message may he privileged and confidential information intended ontly for the use of fhe
individuals or entily named above. If you are rot the infendad recipient, you are hereby notified that any dissemination, distribution or copying
of this communiication s sirictly prohibited. If you have received this message in emor, please natify the sender immediaiely and delete any
and alf coples of the elecironic message.










McCall, Karen J

From: Garza, Rick J _

Sent: Friday, February 17, 2012 11:06 AM

To: Guadnala, John

Cc: McCall, Karen J; Dzubay, Jennifer; Main, Ron
Subject: RE: retail-to-retail sales

We'll be sending out proposed language later today that addresses the issue. Staff will propose inclusion of the
language in the CR-102 for the Spirits Retail License next Wednesday at the Board meeting at 10:00am. Thank you for
bringing to our attention. '

From: Guadnola, John [mailto:JGuadnola@gth-law.com]

Sent: Wednesday, February 15, 2012 4:37 PM
To: Garza, Rick J

Cc: McCall, Karen J; Dzubay, Jennifer; Main, Ron
Subject: retail-to-retail sales

Rick, the attached is a letter from Costco to a retailer. As you can see, Costco is planning to take full advantage
of the “24 liter per transaction” language by permitting retailers to buy as much wine per visit as they want. As
I'read the letter, the person could just stand at the check-out counter and pay for his order 24 liters at a time.
This letter addresses wine, but clearly Costco and others will take the same approach to spirits when those sales
commence.

This letter underscores the urgency of the Liquor Control Board coming up with some definition of “per
transaction.” If Costco’s interpretation is correct, the limit is meaningless. I find it hard to believe that this is
what was intended by 1183.

John C. Guadnola
Altorney at Law

CORDON THOMAS HONEYWELL ..
Ml

1201 Pacific Avenue, Suite 2100

Tacoma, Washington 98402

T 253 620 6410

hitp:/harsow.qth-law.com

NOTICE: The information contained in this e-mait communication is confidential and may he protected by the attorneyfclient or work product priviieges. if you are
nol the intended recipient or believe that you have raceived 1his communication in error, please do not print, copy, retransmit, disseminate, or otherwise use the
informaltion. Also, please indicate La the sender that you have received this email-in error and detete the copy you received. Thank you.











February 3, 2012

oear

Costco was created in 1983 to meet the needs of business awners like you. Today our warshouses
are stocked with the food, beverages and restaurant supplies your business needs to thrive.
However, legal restrictions prevented us from offering wine for resale at your on-premises business.

Until now.

We now have permission from Washington state for licensed on-premises businesses to purchase

wine for resale. That means your Issaquah business can now purchase wine, sales-tax exempt, at
great Cosico savings. '

Be prepared to bring the foEEowing_ items to the r_nembershi_p counter at the |ssaguah Costeo:
« Valid photo 1D confirming your age.

« Washington state fiquor license located on your Master Business License (if you own
muitiple restaurants you must have a license for each location).

» Washington state reseller permit.

There-are a few reguiraments when purchasing wine for resale:

» Resale purchases are limited to no mﬁ&hﬁ?@ﬂtﬁlﬁm}
however, there is no fimit to the number of transactions per visit

oUTMUStTE @ TOSIco BUSIness or Executive Member with a valid Washington

state liquor license. :

+ Wine Is anly available for resafe at our Issaquah Costeo location. You will scon be notified
when all Washington state Costco locations offer wine for resale.

We look forward 1o serving you in alt your business needs, including the ability to resell spirits
coming in June 2012t

Kind regards,

v "/jf("/g‘f:.iié’ --
./' - ¥

K

John McKay

Executive Vice President
Ndrthemn Division

999 Lake Drive » [sscquah, WA 98027 « 425/313-8100  costco com
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McCall, Karen J

From: Marr, Chris J

Sent: Friday, February 17, 2012 12:22 PM
To: McCall, Karen J

Subject: Fwd: retail-to-retail sales

Sent from my iPhone

Begin forwarded message:

From: "Marr, Chris )" <CIM@lig.wa.gov>

Date: February 17, 2012 8:12;25 AM PST

To: "Beckett, Brice™ <bruce. beckett@wrahome com>-
Subject: Fwd: retall-to-retail sales ' ‘

Aswe dlscussed.

Chris Marr

1801 West Bay Dr. #304
Olympia, WA 98502
{509) 993-3545

Sent from my iPad
Begin forwarded message:

© From: "michael transue" <cmitransue @comcast.net>
Date: February 16, 2012 7:03:19 AM PST
To: "Sharon Foster" <sf@lig.wa.gov>, "Kurose, Ruthann" <rkuro@liq.wa.gov>, "'Marr,
Chris J'" <CIM@lig.wa.gov>
Cc: "Pat Kholer" <pak@lig. wa.gov>, <RIG@LIQ.WA.GOV>, "Michael Transue"
<cmitransue@comcast.net>
Subject: retail-to-retail sales

Good Morning Board Members

On behalf of the CMAC, please consider this email a formal request for
the Board to address a specific issue relative to the retail-to-retail sales
sections of I-1183 — Sections 103(1) and 104(2). Specifically, those
sections allow retail-fo-retail sales “...provided, however that no such
single sale shall exceed twenty-four liters...."” As you are aware, such
limits do not apply to former contract liguor stores. What we would like the
Board to address is the temporal aspect of these sections, or the lack
thereof if you will. The question we have boils down to this, how many
times can a person (retailer) utilize the “single” sales requirement? Is it
once per day, week, month, year or something else? If there is no limit
established, the "single sale” language will consume itself and the
requirement will have no effect at all. Thus, the benefit provided by the
Initiative to contract stores for retail-to-retail sales (excluding them from
: 1






R R L e R

the 24 liter limitation) will hav
Initiative seems

We look forward to hearing from you..
Michael

Michael Transue, Attorey and Counselor at Law

State and Local Governmental Affairs - Lobbying & Advocacy Services
5420 North Commercial

Ruston, WA 98407-3114

253.223.2508 P

253.756.1025 F

cmitransue@comcast.net

This message may contain confidential proprietary information intended only for the dse of the addresses(s)
named above or may centain information that is legally privileged. [f-you are not the intended addressee, or the
person responsible for delivering it to the intended addressae, you aré hereby notified that reading,
disseminating, distributing or copying this message is strictly prohibited. If you have received this message by
mistake, please immediately notify us by replying to the message and delete the criginal message andany
copies immediately thereafter. Thank you. ’






800 2257166

360.357 9232 fax

510 Plum Street S £, Suite 200
Olympl a, WA 98501-1587

wwne WRAbomc.cot

ASSOCIATION

February 17, 2012

TO:! Honorable Sharon Foster, Chair, Liquor Control-Board
Honorable Ruthann Kurose, Board Member, Liquor Control Board
Honérable Chris Marr, Board Member, Liquor Control Board -
Ms. Pat Kohler, Executive Director, Liquor Control Board
Mr. Rick Garza, Deputy Director, Liquor Control Board
Ms. Karen‘McCall, Rufes Coordinator & Policy Analyst, Liquor Control 8oard

From: Washington Restaurant Association

RE: WAC' 314-02-107: What are the requirements for a spirits retail license 24 liters per single sale

The Washington Restaurant Association {(WRA) represents approxlmately 5,000 restaurant busmesses across the
state, thousands of which are licensees of the board. On behalf of the industry —we would. like submlt our
strong cpposition to any proposal that would further restrict retail-to-on premise retail sales beyond what is
clearly stated in 1-1183, which was passed-by the voters in November. The WRA requests that the Board not’
continue with any additional rule maklng orinterpretation of Section 103(1) - the language is clear, self—enactmg
and does not need rule- maklng to implement.

Section 103(1) of the initiative states, :

(1} There is a spirits retai} llcense to: Sell spirits in original containers to consumers for consumptlon off the
ficensed premises.and to permit holders; sell spirits in original containers to retallers hcensed to sell
spirits for consumption on the premises, for resale at thelr. !:censed prem1ses accord:ng to the terms of
their licenses, although no single sale may exceed twenty-four ||’cers, unless the sale is by alicensee
that was a contract liquar store manager of a contract liquor store at the location of its spirits retail
licensed premises from which it makes such sales; and expaort spirits.

Following passage of -1183, the Board appropriately defined the meaning. In the November 29, 2011 Business
Advisory Council meeting questicns, the Board declared:

Q: What is considered a sa[e/transactlon?

A: Each sales order

There is no language in the initiative that limits the number of sales, there is no languag‘e imposing temporal
limitations on such sales; indeed, there is no language suggesting any limitations whatsoever on such sales. Itis
precisaly the absence of specific limitations (nuraber, day, week, month, year) in the initiative that shows it is
not far the Board to impose such a limitation. There are ample examples of such limitations in law — but not in

The WRA s mission is to help owr members succeed





this case. If the Board were to pick some arbitrar# limitation, there would be no basis in the (:liaér’]_é'nguage;
the statute to justify it. ' '

The Washington Restaurant Association was deeply invalved in the development of I-1183, and fully understood
the implications of Section 103(1).

We recently received a copy of Mr. Transue's email {dated February 16, 2012) requesting the Board to add
further limits. We disagree with his request and rationale. His email states,

"f there is no limit established, the “single sale” language will consume itself and the requirement will
have no effect at all. Thus, the benefit grovided by the Initiative to contract stores for retall-to-retail
sales (excluding them from the 24 liter Ilmstat:on) will have no p05|t|ve impact for us, which the Initiative

seems to have intended.”

First, Mr. Transue fails to recognize the benefit contract liguor stores receive over their competltors Contract
- stores have an advantage in that they can sell unlimited quantities In a single sale, whereas their competitors
will have to adhere to the need to doing repeated sales. That requirement adds time and documentation, which

Is not a trivial burden.

Second, Mr. Transue seems to feel contract liquor stores are ent:tied to addltlonal competltwe advantages that
are not contemplated, nor expressed anywhere in the initidtive. Further, there Is no mention of preferentlal
treatment of any lndustry mernber in the |ntent section (Sectton 101) of the Initiative.

A fundamental prmcnpie underlying 1-1183 is to establish market based pricing pased on competition. Any
consideration of Mr. Transue’s request goes well beyond the clear language: and intent of I-1183 because such
limitations clearly favor one industry segment over another. That conflicts with the intent and language of
I-1183. There is no basis for any further discussicn of this Issue by the Board.

The Washingtdn Restaurant Association requests that the Board refrain from any additiona! consideration of
rules that attempt to interpret Section 103(1). The language of the initiative is cledr, the intent is clear and-any

dec:snon by the LCB to further limit retail sales to on premise retallers would be arbltrary

Thank you for yonr consideration.

v Qlig - (g

Bruce Beckett Jilia Clark
Director of Government Affairs Government Affairs Manager
Washington Restaurant Association Washington Restaurant Association

Cc; Marty Loesch, Chief of Staff, Office of the Governor






