WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — March 14, 2012

Board Chair Sharon Foster called the regular meeting of the Washington State Liquor Control
Board to order at 10:02 a.m., on Wednesday, March 14, 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 29, 2012 meeting were approved.

Board Approval to File CR 101 for Compliance Checks Rulemaking _

Agency Rules Coordinator, Karen McCall, presented the Board with a CR 101 for Compliance
Checks Rulemaking. The Board is required to adopt state rules to conduct cempliance checks
based on language in RCW 66.44.290 involving minors purchasing alcohol. Member Kurose made -
a motion to approve filing the CR 101. Member Marr seconded the motion. All were in favor.

Board Approval to File CR 102 to Implement Sections of -1183

Karen McCall requested Board approval to file the CR 102 to implement sections of 1-1183. These
constitute the permanent rules based on the emergency rules filed with the Code Reviser on
December 7, 2011. Karen noted that the public hearing for this rulemaking is scheduled for April

~ 25, 2012, which is also the end of the written comment period. Member Marr made a motion to
approve filing the CR 102. Member Kurose seconded the motion. All were in favor.

Board Approval for Interim Policies BIP-01-2012 {Contract Liquor Stores) and BIP-02-2012
(Central Warehousing)

Karen presented the Board with two Interim Policies: BIP-01-2012 (Contract Liquor Stores) and
BiP-02-2012 {Central Warehousing). These policies memorialize the direction the Board is taking
in implementation of I-1183 as it pertains to Contract Liquor Stores and Central Warehousing.
Member Kurose made a motion to approve both interim policies. Member Marr seconded the
motion. All were in favor. '

Business Enterprise Excellence Award

Purchasing Director Debi Besser was awarded the Business Enterprise Excellence Award by Pat
McLaughlin, Business Enterprise Director. An employee of the Liquor Control Board since
February 2007, Debi created the Supplier Buyback Program, an integral part of ensuring an orderly
transition out of retail sales. Through Debi’s efforts, all but eight SKUs of spirits products are
covered by a buyback agreement, ensuring their availability through May 31, 2012.
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New Business
Jasmel Sangha, an attendee, expressed concerns regarding the State Liquor-Store Auction
process. Director of Business Enterpnse Pat McLaughlin, agreed to meet with Mr. Sangha on the

topic.

Old Business:
There was no old business.

The Board Meeting was adjourned at 11:10 a.m.

Dot

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

Date: March 14, 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, Enforcement and Education Director

Subject: Approval for filing a pre-proposal statement of inquiry {CR 101) to
create rules for Compliance Checks

This rulemaking is a result of a decision in Clark County Superior Court. Based on an
alcohol compliance check conducted in December 2008, a Clark County superior court
judge ruled the Board must adopt state rules to conduct compliance checks based on
language in RCW 66.44.290 involving minors purchasing alcohol.

Process

The Rules Coordinator requests approval to file the pre—prdposal statement of inquiry
(CR 101) for the rule making described above. An issue paper on this rule is presented
at the Board meeting on February 29, 2012, and is atitached to this order.

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

March 14, 2012 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101}

April 4, 2012 Code Reviser publishes notice, LCB sends notice to
rules distribution list

April 20, 2012 End of written comment period

May 9, 2012 Board is asked to approve filing the proposed rules (CR

_ 102 filing)

June 6, 2012 Code Reviser publishes notice, LCB sends notice to
rules distribution list

June 27, 2012 Public hearing held

June 27,2012 End of written comment period

July 11, 2012 Board is asked to adopt rules

CR 101 Compliance Checks 1 3/14/12






July 11, 2012

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

July 11, 2012

Agency files adopted rules with the Code Rewser (CR
103)

August 11, 2012

Rules become effective

‘/Approve

\/ Approve

/_Approve

Attachment: Issue Paper

CR 101 Compliance Checks

____ Disapprove %ﬂ/% J/ ?//)—

Sharon Foster, Chairman Datg

_____ Disapprove WW B/V“f /12—.

Ruth e, Board Member Date

Disapprove 3/’¢/L—' ’
ChegMarr, Board Member Date
2 3/14/12







Washington State

vy Liquor Control Board
Date: March 14, 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 proposed rule (CR 102) to implement sections of
-1183

The Board filted emergency rules with the Code Reviser on December 7, 2012 to
implement I-1183. This rulemaking is for the permanent rules.

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 February 29, 2012, and is attached to this order.

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

March 14, 2012 Board is asked to approve filing the proposed rules (CR
102 filing)

April 4, 2012 Code Reviser publishes notice, LCB sends notice to
rules distribution list

April 25, 2012 Public hearing held

April 25, 2012 | End of written comment period

May 2, 2012 Board is asked to adopt rules

May 2, 2012 Agency sends natice to those who commented both at
the public hearing and in writing.

May 2, 2012 Agency files adopted rules with the Code Reviser (CR
103)

June 2, 2012 Rules are effective (31 days after filing)

CR 102 - Implementation of T-1183 1 3/14/12





¢~ pprove  ____ Disapprove M S/l 2

Sharon Foster, Chairman Dat

{
\/Approve Disapprove mw“f‘/m 3/ (Lo

Ruthann Kurose, Board Member Date

/ Approve Disapprove X /fﬁ,//ip

Chris Marr, Board Member Date

Attachment: Issue Paper

CR 102 — Implementation of I-1183 2 ' 3/14/12







Washington State
Liquor Control Board

Liquor Control Board Interim Policy BIP-01-2012

Subject: Contract Liquor Stores
Effective Date: March 14, 2012
Ending Date: Upon adoption of rules to implement this policy.

Approved: %Mﬁ %4%5;

Sharon Foster, Chairman

Chris Marr, Board Member

Purpose:

Initiative 1183 passed November 8, 2011, privatizing liquor sales and distribution
in the state of Washington. There are currently 162 contract liquor stores owned
and operated by nonemployee liquor store operators (contract liquor store

managers). The initiative directs the board to complete an orderly transition from .

the current state-controlled system to the private license system of spirits
retailing and distribution by June 1, 2012. The initiative also allows a current
contract liquor store manager to obtain a spirits retail license without meeting the
minimum 10,000 square foot size requirement.

Policy Statement:

This policy memorializes the direction the board is taking in impiementation of I-
1183. These issues have been discussed with the contract liquor store
managers:

o [f a contract liquor store manager is considering relocating in their same
town or community they must obtain board approval and complete their
relocation prior to June 1, 2012, in order to receive the exception to the
minimum 10,000 square foot requirement for a spirits retail liquor license.
All other requirements for a spirits retail liquor license must be met before
a license is issued.

* A former contract liquor store manager or new owner of the “right” may
relocate their business after June 1, 2012, in their existing “market area”.

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





“Market area” will be defined in permanent rules at the same time “trade
area” is defined.

The board has determined that current contract liquor store managers
have the right to transfer or sell their business to a qualified liquor
applicant. The buyer of the current contract liquor store would be granted
the exception to the minimum 10,000 square foot requirement. The buyer
must obtain a spirits retail liquor license from the board prior to any spirits
sales.

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







Washington State
Liquor Control Board

Liquor Control Board Interim Policy BIP-02-2012

Subject: Central Warehousing
Effective Date: March 14, 2012
_Ending Date: Upon adoption of rules to implement this policy.

Approved: % ‘ﬁg&?%‘

Sharon Foster, Chairman

(G A apn Crwste

Rut?ﬁ% Board Member

Chris-¥farr, Board IVIember

Purpose:

Initiative 1183 passed November 8, 2011, privatizing liquor sales and distribution
in the state of Washington. Central warehousing by retail licensees is allowed
under |-1183. The initiative states that a retail licensee may register a
warehouse with the board to accept delivery of spirits and wine and deliver spirits
and wine from the registered warehouse.

Policy Statement:

This policy memorializes the direction the board is taking in implementation of
central warehousing in 1-1183. This tanguage will be part of the permanent rules
to implement [-1183.

e Each retail liquor 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:

» Documentation that shows the licensee has a right to the
warehouse property;
» If a warehouse facility is to be shared by more than one licensee,

each licensee must demonstrate to the board that a recordkeeping

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





system is utilized that will account for all wine and/or spirits entering
and leaving the warehouse for each license holder. The system
must also account for product loss. Licensees may consolidate
their commitment of the amount of product they plan to order, but
their orders must be made separately and paid for by each
licensee.

Alternatively, if the warehouse does not have a record-keeping

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 v-\;ill 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
barriér.) Licensees may consolidate their commitment of the
amount of product they plan to order, but their orders must be
made separately and paid for by each licensee.

If a licensee has multiple locations and plans to use one location as
the registered warehouse for all locations, the location to be used

as a warehouse must be registered with the board for all locations.

Upon the request of the board, the licensee must provide any of the
requiréd records for review. Retail liqguor licensees must keep the
following records for three years:

> Purchase invoices and supporting deccuments for wine and/or spirits

purchased;

PO Box 43075, 3000 Pacific Ave. SE, Olympia WA 98504-3075, (360) 664-1600,

www.liq.wa.gov






» Invoices showing incoming and outgoing wine and/or spirits
(product transfers);
» Documentation of the recordkeeping system in a shared warehouse
as referenced in subsection (1)(b) of this section; and
» A copy of records for liquor stared in the shared warehouse.
Each licensee must allow the board access to the warehouse for audit and
review of records.
If the wine and/or spirits for each licensee in a shared warehouse is 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.

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










