WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — April 18, 2012

Board member Ruthann Kurose called the regular meeting of the Washington State Liquor Control
Board to order at 10:00 a.m., on Wednesday, April 18, 2012 in the Boardroom at 3000 Pacific
Avenue S.E. in Olympia, Washington. Board Member Chris Marr was present. Board Chair
Sharon Foster was not present.

Approval of Minutes
Minutes from the April 4, 2012 meeting were approved.

New CR 102 for Permanent Rules to Implement I-1183

Agency Rules Coordinator, Karen McCall, presented the Board with a new CR 102 to implement I-
1183 for approval. Changes to the original version required a new filing. Karen reviewed several
sections including WAC 314-02-109, 314-02-106 and 314-23-020. The public hearing will be
scheduled for May 24, 2012. Member Marr made a motion to approve the CR 102. Member
Kurose seconded the motion. Both were in favor.

New Business
There was no new business.

Old Business:
There was no old business.

The Board Meeting was adjourned at 10:07 a.m.
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Washington State
Liquor Control Board

Date: April 18, 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 Reguiation
Justin Nordhorn, Chief, Enforcement and Education

Subject: Approval for filing proposed rules (CR 102) supplemental for rules to
implement sections of 1-1183

At the Board meeting on April 18, 2012, the rules coordinator requests that the Liquor
Control Board approve the filing of notice of proposed rule making (CR 102)
supplemental regarding rules to implement I-1183. An issue paper on the proposed
rule changes is attached.

Process

The Rules Coordinator requests approval to file proposed rules (CR 102) for the rule
making described above. An issue paper on this rule was presented at the Board
meeting on April 18, 2012, and is attached to this order.

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

April 18, 2012 Board is asked to approve filing the proposed rules (CR
102 filing) supplemental

April 18, 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

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)
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| June 30, 2012

| Rules are effective (31 days after filing)

Approve

\/ Approve

s/ Approve

Attachment: Issue Paper

Disapprove

Sharon Foster, Chairman Date

______Disapprove m M ‘E{(%[l@

Ruthann Kurose, Board Member Date

______Disapprove ‘/ %712

Chris Marr, Board Member Date
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Washington State Liquor Control Board
Issue Paper

Permanent Rule Making to implement I-1183

Date: April 18, 2012

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

The purpose of this Issue Paper is request approval from the board to file the
proposed rule changes (CR 102) supplemental resulting from revisions to the

proposed rules to implement I-1183 since the original CR 102 was filed March
14, 2012,

Why is rule making necessary?

The board adopted new emergency rules on April 4, 2012, to implement
Initiative 1183. Permanent rules are needed to replace the emergency rules.
New license types were created and additional privileges are allowed for current
license types. Rules are needed to clarify the new laws created in Initiative
1183.

What changes are being proposed?

New Section. WAC 314-02-103. What is a wine retailer reseller
endorsement? Created a new section to explain who is allowed to obtain a
wine retailer reseller endorsement, the amount and number of sales per day a
licensee can make to an on-premises spirits licensee, and the requirements to
obtain the endorsement.

New Section. WAC 314-02-104. Central warehousing.
Created a new section to explain the requirements for wine and spirits licensees
to central warehouse wine and spirits.

New Section. WAC 314-02-106. What is a spirits retailer license?
Created a new section to explain what the holder is allowed to do under this
license. Made revision regarding the reguirement for a TTB basic permit.

New Section. WAC 314-02-107. What are the requirements for a
spirits retail license? Created a new section explaining the requirements to
obtain a spirits retail license. -

New Section. WAC 314-02-109. What are the quarterly reporting and
payment requirements for a spirits retail license? '
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Created a new section to explain the reporting and payment requirements for a
spirits retail licensee. '

New Section. WAC 314-23-001. What does a spirits distributor license
allow? Created a new section to explain what the holder is allowed to do under
this license.

New Section. WAC 314-23-005. What are the fees for a spirits
distributor license? Created a new section to explain the fees for this license.
.Did not address the $150 million assessment in this rulemaking.

New Section. WAC 314-23-020. What are the requirements for a
spirits distributor license? Created a new section explaining the
requiirements to obtain a spirits distributor license. Made a revision requiring the

sale and delivery of product to take place from the licensed location.

New Section. WAC 314-23-021. What are the monthly reporting and
payment requirements for a spirits distributor license? Created a new
section to explain the reporting and payment requirements for a spirits
distributor licensee. .

New Section. WAC 314-23-022. What if a distributor licensee fails to
_ report or pay, or reports or pays late? Created a new section that explains
the penalties for not reporting or paying on time.

New Section. WAC 314-23-030. What does a spirits certificate of
approval allow? Created a new section that explains the different types of
certificate of approval licenses and what is license is allowed to do under their
license type.

New Section. WAC 314-23-040. What are the requirements for a
certificate of approval license? Created a new section to explain the
requirements for the license.

New Section. WAC 314-23-041. What are the monthly reporting and
payment requirements for a spirits certificate of approval licensee?
Created a new section to explain the reporting and payment requirements for a
spirits certificate of approval licensee. :

New Section. WAC 314-23-042. What if a certificate of approval
licensee fails to report or pay, or reports or pays late? Created a new
section that explains the penaities for not reporting or paying on time.
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New Section. WAC 314-23-050. What does a spirits importer allow?
Created a new section to explain what a spirits importer licensee is allowed to do
under this license.

Amended Section. WAC 314-28-010. Records. Amended this section to
add record keeping requirements for sales to spirits retail licensees, spirits
distributor licensees, and exports from the state.

New Section. WAC 314-28-030. Changes to the distiller and craft
distiller license. Created a new section to explain the allowance for distillers
and craft distillers to sell their product to on-premises licensees effective March
1, 2012, and to off-premises retailers on June 1, 2012. A distiller may also
begln selling their own product to customers at their distiller for off-premises
consumption effective June 1, 2012,

Amended Section. WAC 314-28-050. What does a craft distillery
license allow. Added language to clarify that a craft distiller may begin selling
their own product to a licensed spirits retailer in the state of WA on or after
March 1, 2012.

Amended Section. WAC 314-28-060. What are the general
requirements for a craft distillery? Removed language that required craft
distillers to purchase their own liquor from the board to use for sampling or sales
to customers at the distillery.

Amended Section. WAC 314-28-070. What are the monthly reporting
and payment requirements for a distillery and craft distillery license?
Added distilleries to this rule. Removed language that referred to “payments to
the board”. Added language that effective March 1, 2012, a distillery or craft
distiller must pay 10% of their gross sales on saies made to a spirits retail
licensee for the first two years of licensure; 5% in year 3 and thereafter.
Effective June 1, 2012, a distillery or craft distilier must pay 17% of their gross
sales on sales made to a customers for off-premises consumption.

Amended Section. WAC 314-28-080. What if a distillery or craft
distillery licensee fails to report or pay, or reports or pays late? Created
a new section that explains the penalties for not reporting or paylng on time.
Removed language referring to surety bonds.

Amendatory Section. WAC 314-28-090. Selling out-of-state. What are
the requirements for a craft distillery licensee to sell its spirits product
outside the state of Washington. Removed language that referred to the
special order process.
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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 ligquor licensee may
exceed twenty-four liters. Single sales to an on-premises licensee
are limited to one per day. :

{3) A grocery store licensee with a wine retailer reseller
endorsement may accept delivery at its licensed premises or at ocne
or more warehouse facilities registered with the beard.

{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
warchouse facilities registered with the board. A grocery store
licensee wishing to obtain a wine retailer reseller endorsement
that permits sales to another retailer must possess and submit a
copy of their federal basic permit to purchase wine at wholesale
for resale under the Federal Alcohcl Administration Act. 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.

(2} The annual fee for the wine retailer reseller endorsement
is one hundred sixty-six dollars.

NEW SECTION

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

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

(k) If a warehouse 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. all wine
and/or spirits entering and leaving the warehouse for each license
helder. The system must also account for product loss;

(c¢) Licensees in a shared warehouse may consclidate their
commitment for the amount of product they plan to order, but their
orders must be placed separately and paid for by each licensee; and

(d) Alternatively, if the warehouse deces not have a
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recordkeeping system that provides the required 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 facility, the wine and/or spirits must be in separate
areas separated by a physical barrier.)

(2) Upon the request of the board, the licensee must provide
any of the reguired 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 ocutgoing wine and/or spirits
{(product transfers);

(c) Documentation of the recordkeeping system in a shared
warehouse as referenced in subsection (1) {b) of this section; and

(d) A copy of records for liquor stored in the shared
warehouse.

{3} Each licensee must allow the board access to the warehouse
for audit and review of records.

(4} If the wine and/or spirits for each licensee in a shared
warehouse 1s not kept separate, and a violation is found, each
licensee that has registered the warehouse with the board may be
held accountable for the violation.

NEW SECTION

WAC 314-02-106 What is a spirits retailer license? (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 spirits in original containers to permit holders (see
chapter 66.20 RCW);

(¢) Sell spirits in original containers to on-premises liguor
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

(d) Export spirits in original containers.

(2) A spirits retailer licensee that intends to sell to
another retailer must possess a basic permit under the Federal
Alcohol Administration Act. This permit must provide for
purchasing distilled spirits for resale at wholesale. 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 te another retailer.
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(3) A sale by a spirits retailer licensee 1s a retail sale
only if not for resale tc an on-premises spirits retailer. On-
premises retail licensees that purchase spirits from a spirits
retail licensee must abide by RCW 66.24.630.

(4) A spirits retail licensee must pay to the board seventeen
percent of all spirits sales. The first payment is due to the
board October 1, 2012, for sales from June i, 2012, to June 30,
2012 (see WAC 314-02-109 for quarterly reporting requirements).

Reporting of spirits sales and payment of fees must bhe
submitted on forms provided by the board.

(5} The annual fee for a spirits retail license is one hundred
sixty-six dollars.

NEW SECTION

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

{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 areas. This
does not include any area encumbered by a lease or rental agreement
(floor plans one-eighth inch te one foot scale may be required by
the board); and

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

(i) Inventory management;

(ii) Employee 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) A grocery store licensee or a specialty shop licensee may
add a spirits retail liquor -license to their current license if
they meet the requirements for the spirits retail license.

{3} The board may not deny a spirits retail license to
qualified apprlicants 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 ligquor
store operating rights sold at auction; or

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

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

(ii) If a current liguor licensee, has not committed more than
one public safety violation within the last three vears.
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NEW SECTTON

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

The required reports must be:

{a} On a form furnished by the board;

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

{c} Submitted, with payment due, tc the board on or before the
twentieth day following the tax gquarter {e.g., Quarter 1 (Jan.,
Feb., Mar.) report is due April 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.S. postal service no later than
the next postal business day; and

{(d} Filed separately for each liquor 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 quarterly reports and payment to the beard as
required in subsection (1) of this section, the licensee is subject
to penalties.

A penalty of two percent per month will be assessed on any
payments postmarked after the twentieth day quarterly report is
due, 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.

[ 4] 0TS-4509.9






Chapter 314-23 WAC

SPIRITS DISTRIBUTORS, SPIRITS CERTIFICATE OF APPROVAL LICENSES,
AND SPIRITS IMPORTERS

NEW SECTION

- WAC 314-23-001 What does a spirits distributor license allow?
(1) A spirits distributor licensee may not commence sales unbil
March 1, 2012. A spirits distributor licensee is allowed to:

(a} Sell spirits purchased from manufacturers, distillers,
importers, or spirits certificate of approval holders;

(b) Sell spirits to any liquor licensee allowed to sell
spirits;

(c) Sell spirits to other spirits distributors; and

(d) Export spirits from the state of Washington.

(2) The price of spirits sold to retailers may not be below
acquisition cost.

NEW_SECTION

WAC 314-23-005 What are the fees for a spirits distributor
license? (1) The holder of a spirits distributor license must pay
to the board a monthly license fee as follows:

(a) Ten percent of the total revenue from all sales of spirits
to retail licensees made during the month for which the fee is due
for the first two years of licensure; and

(b} Five percent of the total revenue from all sales of
spirits to retail licensees made during the month for which the fee
is due for the third year of licensure and every year thereafter.

(c) The license fee is only calculated on sales of items which
the licensee was the first spirits distributor in the state to have
received:

{i}) In the case of spirits manufactured in the state, from the
distiller; or

(ii) In the case of spirits manufactured outside the state,
from a spirits certificate of approval holder.

{d) Reporting of sales and payment must be submitted on forms
provided by the board. '
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(2) The annual fee for - -a spirits distributor license is one
thousand three hundred twenty dollars.

NEW SECTION

WAC 314-23-020 What are the requirements for a spirits
distributor license? (1) In addition to any application
requirements in chapter 314-07 WAC, applicants applying for a
spirits distributor license must submit:

(a) A copy of all permits required by the federal government;

(b) Documentation showing the applicant has the right to the
property;

(c) An acknowledgment form certifying the applicant has a
security plan which addresses:

(i} Inventory management; and

(ii) Physical security of spirits product with respect to
preventing theft. _

(2) Spirits distributors must sell and deliver product from
their licensed premises.

NEW SECTION

WAC 314-23-021 What are the monthly reporting and payment
requirements for a spirits distributor license? {1} A spirits
distributor must submit monthly reports and payments to the board.

(2) The required monthly reports must be:

(a) On a form furnished by the board;

(b) Filed every month, including months with no activity or
payment due;

{c) Submitted, with payment due, t¢ the board on or before Lhe

twentieth day of each month, for the previcus month. (For example,
a report listing transactions for the month of January is due by
February 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.S. Postal Service no later than the next postal business
day; and )

(d) Filed separately for each ligquor license held.
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NEW SECTION

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 314-23-021(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 month falls on a
Saturday, Sunday, or a legal holiday, the filing must be postmarked
by the U.S5. Postal Service no later than the next postal business
day. :

NEW SECTTON

WAC 314-23-030 What does a spirits certificate of approval
license allow? (1) A spirits certificate of approval licensee may
not commence sales until March 1, 2012. A spirits certificate of
approval license may bhe issued to spirits manufacturers located
outside of the state of Washington but within the United States.

(2} A holder of a spirits certificate of approval may act as
a distributor of spirits they are entitled to import into the state
by selling directly to distributors or importers licensed in

Washington state. The fee for & certificate of approval is two
hundred dollars per year.
{3) A certificate of approval heolder must obtain an

endorsement to the certificate of approval that allows the shipment
of spirits the holder is entitled to import into the state directly
to licensed liquor retailers. The fee for this endorsement is one
hundred dollars per year and is in addition to the fee for the
certificate of approval license. The holder of a certificate of
approval license that sells directly to licensed ligquor retailers
must: _

{a) Report tc the board monthly, on forms provided by the
board, the amount of all sales of spirits to licensed retailers.

{b} Pay to the board a fee c¢f ten percent of the total revenue
from all sales of spirits to retail licensees made during the month
for which the fee is due for the first two years of licensure.

{({c) Pay to the board five percent of the total revenue from
all sales of spirits to retail licensees made during the month for
which the fee is due for the third year of licensure and every year
thereafter.

{4) An authorized representative out-of-state spirits importer
or brand owner for spirits produced in the United States but
outside of Washington state may obtain an authorized representative
certificate of approval license which allows the holder to ship

spirits to spirits distributors, or spirits importers located in
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Washington state. The fee for an authorized representative
certificate of approval for spirits is two hundred dollars per
yvear. _ ’

(5) An authorized representative out-of-state spirits importer
or brand owner for spirits produced outside of the United States
may ship spirits to licensed spirits distributors, or spirits
importers located in Washington state. The fee for an authorized
representative certificate of approval for foreign spirits is two
hundred dollars per year.

NEW SECTTON

WAC 314-23-040 What are the requirements for a certificate of
approval license? The following documents are required tc obtain
a certificate of approval license:

(1) Copies of all permits required by the federal government;

(2) Copies of all state licenses and permits required by the
state in which your operation is located; and

(3} Licensing documents as determined by the board.

NEW SECTTON

WAC 314-23-041 What are the monthly reporting and payment
requirements for a spirits certificate of approval licensee? (1)
A spirits certificate of approval licensee must submit monthly
repcrts and payments to the board.

(2) The required monthly reports must be:

(a) On a form furnished by the board;

(b) Filed every month, including months with no activity or
payment due;

" (c) Submitted, with payment due, to the board on or before the

twentieth day of each month, for the previous month. (For example,
a report listing transactions for the month of January is due by
February 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.S. Postal Service no later than the next postal business
day; and

(d) Filed separately for each liquor license held.

[ 4 ] 0T5-4510.8






NEW _SECTTION

WAC 314-23-042 What if a certificate of approval licensee
fails to report or pay, or reports or pays late? (1) If a spirits
certificate of approval licensee does not submit its monthly
reports and payment to the board as required by this subsection
(1}, the licensee is subject tc penalties.

(2) A penalty of two percent per month will be assessed on any
payments postmarked after the twentieth day of the menth following
the month of sale. When the twentieth day of the month falls cn 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. )

NEW SECTION

WAC 314-23-050 What does a spirits importer license allow?
(1) A spirits importer license is issued to an in-state spirits
importer. A spirits importer is allowed to:

(a) Tmport spirits into the state of Washington;

(b) Store spirits in the state of Washington;

(c) Sell spirits to spirits distributors; and

{d) Export spirits in original containers,

{2) An out-of-state spirits importer is regquired to obtain an
auvthorized representative certificate of approval license as
referenced in WAC 314-23-030.
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AMENDATORY SECTION (Amending WSR 10-19-066, filed 9/15/10,
effective 10/16/10}

WAC 314-28-010 Records. (1) All distilleries licensed under
RCW 66.24.140 and 66.24.145, including craft, fruit, and laboratory
distillers must:

(a) (({Most)) EKeep records (({comeerming)) regarding any
spirits, whether preduced or purchased, for three years after each
sale. A distiller ((may—te)) 1is required to report on forms
approved by the board;

(b} ((Mosty)) In the case of spirits. exported or sold,
preserve all bills of lading and other evidence of shipment;
( (zrrct) )

{c) ((Mwost)) Submit duplicate copies of transcripts, notices,
or other data that ({(=r=)}) is regquired by the federal government to
the board if requested, within thirty days of the notice of such
reguest. A distiller shall also furnish copies of the bills of
lading, covering all shipments of the products of the licensee, to
the board within thirty days of notice of such reguestj

{d) Preserve all sales records to spirits retail licensees,
sales to spirits distributors, and exports from the state; and
{e) Submit copies of its monthly records to the board upon

regquest.
{2) In addition to the above, a craft distiller must:
{(a) Preserve all sales records{(—hr—tihe—sas=)) of retail

sales to consumers; and -
(b) Submit ( (duylibatc L.uyic.:: uf) ) its monthly ( (TE'tUTﬁ'S) }
records to the board upon request.

NEW SECTTON

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 to a licensed spirits distributor in the state
of Washingteon and to a licensed spirits retailer in the state of
Washington.

{2} Beginning June 1, 2012, a distiller may sell spirits of
its own production to a customer for off-premises consumption,
provided that the sale occurs when the customer is physically
present at the licensed premises.
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AMENDATORY _SECTION (Amending WSR 10-19-066, filed 9/15/10,
effective 10/16/10)

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

(a) Produce sixty thousand proof gallons or less of spirits
per calendar vyear. A "proof gallon" is c¢ne liquid gallon of
spirits that is fifty percent alcohol at sixty degrees Fahrenheit;

(b} Sell spirits of its own preduction directly to a customer
for off-premises consumption, provided that the sale occurs when
the customer is physically present on the licensed premises. A
licensee may sell no more than two liters per customer per day. A
craft distiller may not sell liquor products of someone else's
production;

{C) ((Scll bj:JJI.J.JI-tD orf—tHts—owrr J:JJ_udu\_,l_.iuu = tlu: Treraedt L_u_uvidc:d

o o 1 I L
J.O.L. IS J:JJ_ULI.LJ.L,L, LD J.J_DL.CLL LIy L.llc JJUCU_\.J., L J_D DJ:JULLCIJ_ UJ_UCJ_CLR. JJ_Y

aﬁ—rﬁdIvr&ua%ﬁﬁashtﬁgtﬁﬁ—state—irqnﬁr—stcre)) 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 llcensed spirits retailer in_ the state of
Washington;

((ttr)) (e) Sell to out-of-state entities;

((+e¥)) (f) Provide, free of charge, samples of spirits of its
own production to persons on the distillery premises. Each sample
must be one—-half cunce or less, with no more than two ounces of
samples provided per person 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 ke in
compliance with RCW 66.28.040; ‘

{((+f£r)) {g) Provide, free of charge, samples of spirits of its "
own production to retailers. Samples must be unaltered, and in
compliance with RCW 66.28.040, 66.24.310 and WAC 314-64-08001.
Samples are considered sales and are subject to taxes;

{((tgr)) (h) Contract ({prodoced)) produce spirits for holders
of a distiller or manufacturer license.

(2) A craft distillery licensee may not sell directly to in-
state retailers or in-state distributors until March 1, 2012.

AMENDATORY SECTION (Amending WSR 10-19-066, filed 9/15/10,
effective 10/16/10)

WAC 314-28-060 What are the general requirements for a craft
distillery license? Paer RCW 66.24.140 and 66.24.145, a craft
distillery licensee is required to:

(1) Submit copies of all permits required by the federal
government;

(2) Submit other licensing documents as determined by the
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board; )

{3) Ensure a minimum of fifty percent of all raw materials
(including any neutral grain spirits and the raw materials that go
into making mash, wort or wash} used in the production of the
spirits product are grown in the state of Washington. Water is not
considered a raw material grown in the state of Washington( (3

H—Purchese—amy—srirtts—sobd—at—the—tistiiiery premises—for
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AMENDATORY SECTION (Amending WSR 10-19-066, filed 9/15/10,
effective 10/16/10)

WAC 314-28-070 What are the monthly reporting and payment
requirements for a distillery and craft distillery license? (1) A
distiller or craft distiller must submit monthly reports and
payments to the board.

The required monthly reports must be:

{(a) On a form furnished by the board ((or—reaFormt—approvedt
by—the—board) } ;

(b} Filed every month, including months with no activity or
payment due;

(¢} Submitted, with payment due, to the board on or before the

twentieth day of each month, for the previous month. (For example,
a report listing transactions for the month of January is due by
February 20th.) When the twentieth day of ithe month falls on a

Saturday, Sunday, or a legal holiday, the filing must be postmarked
by the U.5. postal service no later than the next postal business
day; and )

(d) Filed separately for each liquor license held.

(2} For reporting purposes, produciion is the distillation of
spirits from mash, wort, wash or any other distilling material.
‘After the production process is completed, a production gauge shall
be made to establish the quantity and proof of the spirits
produced. The designation as to the kind of spirits shall alsc be

made at the time of the production gauge, A record of the
production gauge shall bhe maintained by the distiller. The
completion of the production process is when the product is
packaged for distributicn. Production guantities are reportable
within thirty days of the completicn of the production process.
(3) ( {(Payments—to—tire—dvoard A —distittery—murst——pay—the
d_;_ffCJ_t:llL,C le_.‘tWt:C.ll tllc L_.UDt Uf "C,}.:.c‘ dl\;UllUl b.)l.lJ.k.}lCL.‘_‘)'-:‘\.l bll thc }JUGU_KJL
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J'_u\_,ludj.ug Dcuut.)ls:.: gt \_.hcu_k:jt:.)) On sales on or after March 1,
2012, a distillery or craft distillery must pay ten percent of
their gross spirits revenue to_the board on sales to a licensee
allowed to sell spirits for on- or off-premises consumption during
the first two vears of licensure and five_ percent of their gross
spirits revenues to the board in year three and thereafter.

(a) ((ﬁny uu*}__u_cuu'_.:v:b sate—or ocuuyl': ku_uvidcd ter—aeustomrmrer s
corstdered-arsate—repertarirte—to—tire—droaras) ) On sales after June 1,
2012, a distillerv or craft distillerv must pay seventeen percent
of their gross spirits revenue to the board on sales to customers
for off-premises congumption.

(b) ( (SC‘.llI.J:JlUD tJL (AT J‘JJ[C\,]_ tu J.thLJI.].CJ_D [= - L,UllDJ..l.lt.‘J_ Cl.:‘l DGllCD
reportalbte—to—tire—board-

“o¥)} Payvments must be submitted, with monthly reports, to the
board on or before the twentieth day of each month, for the
previous month. (For example, payment for a report listing
transactions for the month of January is due by February 20th.)
When the twentieth day of the month falls on a Saturday, Sunday, or
a legal holiday, payment must be postmarked by the U.S. postal
service no later than the next postal business day.

AMENDATORY SECTION {Amending WSR 09-02-011, filed 12/29/08,
effective 1/29/09)

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 (({fatFs—*to)) deoes not submit its
monthly reports ((eor)) and payment to the board{( (7or—submitst=ater
then)) as required in WAC 314-28-070(1), the licensee is subject to
penalties ((anmd—surety bonds)).

( () ) Penalties. 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
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.
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AMENDATORY _SECTION (Amending WSR 10-19-066, filed 9/15/10,
effective 10/16/10)

WAC 314-28-090 Distilleries or craft distilleries((—Seliing

mrstater—retail pricimg—and—product—Itisting) ) ——Selling out-of-
state((——Spe?tai——crdars)). ( (HB—%hat—steps—must—a——craft

Washington?
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T ity 1 o f e
%)) What are the requirements for a craft distillery
licensee to sell its spirits product outside the state of

Washington?

((tar)) (1) A distillery or craft distillery licensee shalil
include, in its monthly report to the board, information on the
product it produces in-state and sells out-of-state. Information

includes, but is not limited to, the amount of proof gallons sold,
and for & craft distillery, the composition of raw materials used
in production of the product.

( (tbr)) (2) Product produced in-state and sold out-of-state
counts toward a craft distillery licensee's sixty thousand proof
gallons per calendar year production limit (see WAC 314-28-050).

((=3)) (3) Product produced in-state and sold ocut-of-state is
subject to the fifty percent Washington grown raw materials
requirement for a craft distillery.
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+=¥)) {4) A distillerv or craft distillery licensee is not
subject to Washington state ligquor taxes on any product the
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licensee sells cut-of-state.
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