WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — April 4, 2012

Board Chair Sharon Foster called the regular meeting of the Washington State Liquor Control
Board to order at 10:01 a.m., on Wednesday, April 4, 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 March 21, 2012 meeting were approved.

Emergency Rules to Implement 1-1183 :
Agency Rules Coordinator, Karen McCall, presented the Board with emergency rules to implement
I-1183. These rules replace the emergency rules filed on December 7, 2011, which are set to

. expire April 8, 2012. As of the date of this meeting, multiple stakeholders had provided feedback
on the emergency rules. Those who have not yet provided written comments are encouraged to
email: rules@lig.wa.gov. Per Karen, the new CR 102 for permanent rules to implement [-1183 will
be brought to the April 18, 2012 board meeting. Member Marr made a motion to approve the
emergency rules to implement 1-1183. Member Kurose seconded the motion. All were in favor.

CR 101 to Open Rulemaking for WACs 314-02-027, 314-02-051

Karen presented the Board with a CR 101 to open rulemaking for WACs 314-02-027 and 314-02-
051. The CR 101 was prompted by a petition from the liquor licensees at Central Cinema in
Seattle, Washington, who would like to be able to allow minors at their theater venue, which allows
alcohol service and consumption. Member Kurose made a motion to approve the CR 101.
Member Marr seconded the motion. All were in favor.

Spokane Alcohol Impact Area — Petition to Expand Product Ban List (BR-01-2012)

Director of Licensing, Alan Rathbun, presented the Board with a resolution recognizing the city of
Spokane’s request to amend the banned products list in the downtown core mandatory. alcohol
impact area. Per Alan, no stakeholder feedback had been received regarding the proposed
expansion of the Spokane alcohol impact area product ban. Max Hewitt, from the Spokane Police
Department, developed the list of products to add to the ban, and provided background information
to the Board regarding the request. Member Marr made a miotion to approve the resolution BR-01-
2012. Member Kurose seconded the motion. All were in favor.

New Business
Chair Sharon Foster noted that two board meetings would be moving from Wednesday fo
Thursday in May: '

» May 2" meeting moving to May 3"

» May 23" meeting moving to May 24"

The changes will be reflected on the Liquor Control Board website:
http:l/www.[iq.wa.qov/board/2012-public-‘meetinq-scheduie .
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WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — April 4, 2012

Old Business:
There was no old business.

The Board Meeting was adjourned at 10:27 a.m.

oo |

Sharon Foster, Ruthann Kurose, Chid Marr
Board Chair Board Member Board Member
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Washington State
Liquor Control Board

April 4, 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 new emergency rules to implement sections of |-
1183

Initiative 1183 passed on November 8, 2011. Sections of the initiative became effective
December 8, 2011. Emergency rules are required to implement and clarify the new
laws created in the initiative- until permanent rules are adopted by the board. The board
adopted emergency rules on December 7, 2011. Those rules expire on April 8, 2012.
The permanent rulemaking to implemenit I-1183 is in progress but is not scheduled to
come to the board for adoption until May 2, 2012. New emergency rules are needed
until the permanent rules are adopted and become effective.

Process

The Rules Coordinator requests approval to file new emergency rules to implement
sections of Initiative 1183. The new emergency rules will become effective April 8, 2012
and will stay in effect until August 8, 2012 or until withdrawn by the board. An issue
paper on this topic was presented at the Board meeting on April 4, 2012, and is
attached to this order.

If approved for filing, the process is outlined below:

April 4, 2012 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101).
April 4, 2012 Code Reviser publishes notice. The emergency rules

are in effect for 120 days. LCB sends notice to rules
_distribution list.

August 8, 2012 Emergency rules expire.
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/ Approve

\/Approve

\/ Approve

Attachment;: Issue Paper

____ Disapprove /%ﬂ’% % 4412

Sharon Foster, Chairman Date

__ Disapprove Méwm W 4’4’ |2

Ruthann Kurose, Board Member Date

Disapprove @ [ 4(jr {¢
hris Marr, Board Mémber Date
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Washington State Liquor Control Board
Issue Paper

Emergency Rule Making to implement I-1183
Date: April 4, 2012
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue .

The purpose of this Issue Paper is to request approval from the Board to file a
second set of emergency rules to implement Initiative 1183. The second set
emergency rules create five new sections in WAC 314-02 Requirements
for Retail Liquor Licensees; a new chapter, WAC 314-23 Spirits
Distributors and Spirits Certificate of Approval Licenses, with nine new
sections, and one new section; and amendments to six sections in WAC
314-28 Distilleries.

Why is emergency rule making necessary?

New rules are needed to implement Initiative 1183 that passed on November 8,
2011. The state of Washington changed from a controlled liguor system to a
privatized liquor system. Some sections of the initiative became effective on
December 8, 2011. New license types were created and emergency rules are
needed to clarify the language in the new laws created in Initiative 1183.

Emergency rules were acdopted by the board on December 7, 2011. Those
emergency rules expire April 8, 2012. Emergency rules are required to
implement and clarify the new laws created in the initiative until permanent rules
are adopted by the board.

The mission of the Washington State Liquor Control Board (WSLCB) includes
ensuring the responsible sale, and preventing the misuse of, alcohol.

Process

If the Board approves the new emergency rules to implement sections in
Initiative 1183, the rules will be filed with the Code Reviser’s office April 4, 2012
and will become effective April 8, 2012. The new emergency rules expire
automatically after 120 days (August 8, 2012). The permanent rulemaking for
these rules is scheduled for public hearing on April 25, 2012. The board will be
asked to adopt the permanent rules on May 2, 2012. If adopted by the board

- the permanent rules will become effective on June 2, 2012.

Attachment:; Emergency Rules
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NEW SECTION

WAC 314-02-103 What is a wine retailer reseller endorsement?
(1) A wine retaller reseller endorsement is issued to the_holder of
a grocery store liquor license to allow the sale of wine at retail
to onfpremisés liquor liceﬁsees.

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

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

(4) The holder of a wine retailer reseller endoréement may also
deliver wine to its own licensed premises.from the registered
warehouse; may deliver wine to én—premises licensees, or to other
warehouse facillities 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 Alcohol Administration Act. A federal basic
permit is required for each location from which the grocery store-
licensee holding a wine retailer reéeller endorsemeﬁt plans to sell
wine to another retailer.

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

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 spirité must register their warehouse facility with the
board and include the following information:

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

(b) If a warehouse facility is to be shared by more than cne
licensee, each licensee must demonétrate 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
holder. The system must also account for product loss;

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

(d)y Alternatively, 1f the warehouse does not have a
recordkeeping system fhatrprovides 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
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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
warehoﬁse facility, the wine and/or spirits must bé in separate areas
separated by a physical barrier.)

{2) Upon the reguest of the board, the licensee must provide
any of the required:;ecords 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 recordkeeping system in a shared
warchouse as referenced in subsection (1) (b} of this section; and

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

(3) Eaéh licensee must allow the board access to the wafehouse
for audit and review of records.

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

accountable for the vioclation.
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NEW SECTION

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

(a) Sell ,spirits 1in original containers to consumers for
off-premises consumption;

(b) Sell spirits in original containers to permit holders (see
chapter 66.20 RCW);

(c) Sell spirits in original containers to on-premises liquor
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 to another retailer.
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(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
must abide by RCW 66.24.630.

(4) A spirits retail licensee must pay to the board seventeen
pefcent of all 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 quarterly reporting requirements). '

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 retail
license? (1) The reguirements for a spirits retail license are as
follows:

(a) Submit a signed acknowledgment form indicating the square

footage of the premises.' The premiseé must be at least ten thousand
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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 to one foot scale may be requiq:ed by the beard) ;
and

(b) Submit a signed acknowledgment form indicating the licensce

has a security plan which addresses:

{i) Inventory manageﬁent;

(ii) Employee training and supervisidn; and

(iii) Physical security of spirits product with respect to
prevénting 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 liquér 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
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 applicaticn is for the holder of a former state liquor
store opérating 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

(11) If a current liquor licensee, has not committed more than
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one public safety violation within the last three years.

NEW SECTION

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 gquarter, including quarters with no activity
or payment due; |

(c) Submitted, with payment due, to the board on or before the
twentieth day following the tax quarter {(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
submitAits quarterly reports and payment to the board as reguired
in subsection (i) of this section, the licensee is subject to

penalties.
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A penalty of two ?ercent per month will be assessed on any
payments postmarked after the twentieth day quarterly report is due.
When the twentieth day of the month falils on a Saturday, Suﬁday, or
a legal holiday, the filing must be postmarked by the U.S3. postal

service no later than the next postal business day.

£l
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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 distributer licensee may not commence sales until
March 1, 2012, A spirits distributor licensee is allowed to:

{a) BSell 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 holider 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 splrlts
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
recelved:

{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? In addition to any application requirements
in c¢hapter 314-07 WAC, applicants applying for a spirits
distributor license must submit:

{1} A copy of all permits required by the federal government;

(2} Documentation showing the applicant has the right to the,
property; ' ’

{3} An acknowledgment form certlfylng the applicant has a
security plan which addresses:

{a} Inventory management; and _

(b} Physical security of spirits product with respect to
preventing theft. :

NEW SECTIQON

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, 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 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 SECTION

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 be issued to spirits manufacturers located
outside of the state of Washington but within the United States.

{2} A heolder 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 imporiters licensed in

Washington state. The fee for a certificate of approval is two
hundred dollars per year.
(3) A certificate of approval holder must obtain an

endorsement to the certificate of approval that allows the shipment
of spirits the hclder is entitled to import into the state directly

to licensed liquor retailers. The fee for this endorsement is one
hundred dellars 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 liquor retailers
must:

(a) Report to 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 of 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 bcard 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 ocut-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
vear. 7

(5) An authorized representative cut-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 vear.

NEW SECTTION

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

(1) Copies of all permitis 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
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;

(¢) 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.
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NEW SECTION

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 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.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 te an in-state spirits
importer. A spirits importer is allowed to:

{(a) Import 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 required to cbtain an
authorized 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)) Keep records ((ecomeertiny)) regarding any
spirits, whether produced or purchased, for three years after each
sale. A distiller ({may—be)) is reguired to report on forms
approved by the board;

(b} ((Musts)) In the case of spirits exported or sold,
preserve all bills of lading and other evidence of shipment;
( (=rret) )

{c) ((Must)) Submit duplicate copies of transcripts, notices,
or octher data that ({(are)) is required by the federal government to
the board if requested, within thirty days of the notice of such
request. 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 reguest;

(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

request.
(2} In addition to the above, a craft distiller must:
{a) Preserve all sales records{(—trmr—t¥ke—=ase=))} of retail

sales to consumers; and
{b) Submit ({dupticate—copies—=Ff)) its monthly {{(=eturas))
records to the board upon request.

NEW SECTION

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 Washington 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 year. A "proof gallon" 1s one ligquid gallen of
spirits. that is fifty percent alcohol at sixty degrees Fahrenheit;

(b) Sell spirits of its own production directly to a custcomer
for off-premises congumption, 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;
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Attt Wd.bhj_u\_.jtuu Dtatc_li\.iu\u. atu_(_\—_')) For sales on or after
March 1, 2012, sell spirits of its own producticon to a licensed
spirits distributor; :

(d) For sales on or after March 1, 20312, sel]l spirits of its
own production to a licensed spirits retailer in the state of
Washington;

{(+)) {e) Sell to out—of-state entities;

((t=¥)) (f) Provide, free of charge, samples of spirits of its
own production to persons on the distillery premises. Bach sample
must be one-half ounce or less, with no more than twe 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 be in

compliance with RCW 66.28.040;

((+£F)) Lg} 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;

({fory) (h) Contract ((procduced)) produce splrlts for hclders
-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
digtillery license? Per RCW 66.24.140 and 66.24.145, a craft
distillery licensee 1s required to:

{1) Submit copies of all permits regquired by the federal
government; -

{2) Submit other licensing documents as determined by the
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board; S )
(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(({+
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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 ((UJ_ e ot aybu_uvc:d
by—the—ooard) ) ;

{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.5. postal service no later than the next postal business
day; and

(d} Filed separately for each liguor license held.

(2} For reporting purposes, production 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 also be

made at the time of the production gauge. A record of the
production gauge shall be maintained by the distiller. The
completion of the production process is when the product 1is
packaged for distribution. Production quantities are reportable
within thirty days of the completion of the production process.
(3) ((Paymermts—+to—the et A —distititery —must—pay—the
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inpluding Damylca at1To phaLgc.)) On _sales on or after March 1,
2012, a distillerv 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 vear three and thereafter.

B . 3 1 LI | o S . .
(a) ((nu_y ULl oTo oatc UL OodIIF I T VUV IUSUT LU d CUo UV L Lo

comrstereda sate LGPULtaLlc to—the buaLd.)) On sales after June 1,
2012, a distillery or craft distillery must pay seventeen percent
of their gross spirits revenue to the board on sales to customers
for off-premises consumption.

. .l LI | l ul
(b) ( (LJCI.J.I.I.}_J_LCD MLV J.L,LCLJ. tU LS4 Wy I N LN ] al < LTRSS TUCTT &L d L0

LT L L.CL.LJ_LC: L,U l..iic UL)G..L\-J- .

+=¥) ) Payments must be submitted, with monthly reports, tc 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 i1s due by February 20th.)
When the twentieth day of the month falls con 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 cor craft distillery
licensee fails to report or pay, or reports or pays late? If a
distillery or craft distiller ({(faifts—two)) does not submit its
monthly reports ((or)) and payment to the board((7or —submits—tates
tirer) ) as required in WAC 314--28-070(1), the licensee is subject to
penalties ((armd——surety—Pomds)).

{{+1r})) 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 heoliday, 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 (Bmending WSR 10-19-066, filed ¢/15/10,
effective 10/16/10)

WAC 314-28-090 Distilleries or craft distilleries ({(—Seltiing
Imr-state;—retail —pricing—and—product—Iisting) ) --Selling out-of-
state ( (—Special—orders) ). ( (tH—¥What—=steps—must—a——craft
e 14 ol 13 "y et —in—t} ot £
Washington?

There—are—two—ways—to sctt—= DyiLitb product—at—=—=stats
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+2r}) What are the requirements for a craft distillery
licensee to sell its spirits product outside the state of
‘'Washington?

({(t=r)) (1} A distillery or craft distillery licensee shall

include, in its monthly report to the hoard, information on the
product it produces in-state and sells out-of-state. Information
includes, but i1s not limited to, the amount of proof gallons sold,
and for a craft distillery, the composition of raw materials used
in preduction of the product.

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

{ (t=¥)) (3} Product produced in-state and so0ld cut-of-state is
subject to the fifty percent Washingbon grown raw materlals

requirement for & craft distillery.
((fﬁf—fTﬂdUct“Sﬁi&—Tmﬁ—ﬁf—st&be—ts—ﬂrﬁr—svbyaﬁr—to—r@taii

. . i
FL J.L.,J.Ltkj J\J_Y CIlT L)‘UCI..LKJ..

+=ry) (4) A distillery or_craft distillery licensee is not
subject to Washington state liquor taxes on any product the
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licensee sells out-of-state.
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¥ Washington State
4 Liquor Control Board

Date: April 4, 2012

To: Sharon Foster, Board Chair

Ruthann Kurose, Board Member
Chris Marr, Board Member

From: Karen McCall, Agency Rules Coord‘inator

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

Subject: Approval for filing a pre-proposal statement of inquiry (CR 101) to
review WAC 314-11-027 and WAC 314-02-051 to consider allowing
minors in restaurants with cinemas

This rulemaking is the result of a stakeholder petition to the board. Kevin and Kate
Spitzer, the liquor licensees at Central Cinema, located at 1411 21% Ave., Seattle WA,
sent a petition to the board requesting a change to WAC 314-02-027 to allow minors in
the dinner theater venue. WAC 314-02-051 also needs to be addressed in this request.

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 rule was
presented at the Board meeting on June 29, 2011, and is attached to this order.

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

April 4, 2012 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101)
April 18, 2012 Code Reviser publishes notice, LCB sends notice to
: rules distribution list
April 18, 2012 End of written comment period
May 23, 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

CR 101 Restaurants with Cinemas . 1 ’ 4/4/12





June 27, 2012 End of written comment period

July 11, 2012 Board is asked to adopt rules

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 Reviser (CR
103)

August 11, 2012 Rules are effective {31 days after filing)

e

pprove Disapprove

L/ Approve Disapprove 4/ q/ (2

, Ru%d Member Date
/Approve Disapprove / 1-/

ChrigMarr, Board Member

Attachment: Issue Paper

CR 101 Restaurants with Cinemas 2 4/4/12






Washington State Liquor Control Board
Issue Paper
Rule Making on WAC 314-02- 027 and WAC 314-02-

051
Date: April 4, 2012
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

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

first stage of rule making (CR 101) to review WAC 314-02-027 — What are the

requirements/restrictions for a spirits, beer, and wine restaurant license at a

cinema with a dinner theater venue?, and WAC 314-02-051 — What are the

reguirements/restrictions for a beer and wine restaurant Ilcense at a cinema with
a dinner theater venue?

Why is rule making necessary? _

Kevin and Kate Spitzer, the liquor licensees at Central Cinema, located at 1411
21 Ave., Seattle WA, sent a petition to the board requesting a change to WAC
314-02-027 to allow minors in the dinner theater venue. WAC 314-02-051 also
needs to be addressed in this request. The rule currently prohibits minors in
theater venues that allow alcohol service and consumption.

Process

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

Attachment: WAC 314-02-027
WAC 314-02-051

Issue Paper — CR 101 Restaurants with Cinemas1 414712












Washington State
Liquor Control Board

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

A RESOLUTION OF THE WASHINGTON STATE LIQUOR CONTROL BOARD
RECOGNIZING THE CITY OF SPOKANE’'S REQUEST TO
AMEND BANNED PRODUCTS LIST in the
DOWNTOWN CORE MANDATORY ALCOHOL IMPACT AREA
Number BR-01-2012

Whereas, the Board recognizes its statutory mandate to protect the public’s welfare, health,
peace, and safety and its responsibility to work with communities to help mitigate the negative
impacts of chronic public inebriation associated with the sale of alcohol by the businesses it
regulates.

Whereas, in recognition of this mandate, in 1999, the Liquor Control Board adopted the
Alcohol Impact Area rules, Washington Administrative Code (WAC) 314-12-210 through WAC
314-12-225. These rules establish a framework for the Liquor Control Board, working in
partnership with local government and community organizations, to mitigate negative impacts
that result from the presence of chronic public inebriation. Preventing and reducing the harm
caused by alcohol consumption requires a comprehensive, multi-dimensional response by
neighborhood residents, businesses, and government agencies, including coordinated treatment
services, health care, housing services and vocational training. Mandatory restrictions on
alcohol sales imposed by the Board are a key element in the effort to mitigate the negative
impacts of chronic public inebriation. These rules were amended and adopted under WSR 10-
19-065 effective September 15, 2010 to clarify processes for local governments.

Whereas, WAC 314-12-215 sets forth the requirements that the government subdivision must
satisfy in order for the Liquor Control Board to recognize the proposed Alcohol Impact Areas.

Whereas, the city of Spokane’s request meets the requirements for Board recognition outlined
in WAC 314-12-215(3) by including findings of fact pertaining to the presence of chronic public
inebriation. '

Whereas, the city of Spokane’s request satisfies the requirements of WAC 314-12-215(4) that
the city tried to alleviate the problem through voluntary efforts in the alcohol impact area for at
least six months. The city’s efforts were unsuccessful in obtaining the voluntary cooperation of
all the licensees with the off-premises alcohol sales privilege.

Whereas, the city of Spokane’s request meets the requirements for Board recognition outlined
in WAC 314-12-215(7)(d) requiring a minimum of thirty calendar days following Board
recognition of a modified prohibited products list.

Whereas, the Board adopted resolution BR-01-2010 April 7, 2010 recognizing the city of
Spokane’s mandatory Downtown Core Alcohol Impact Area.
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Whereas, the city of Spokane requests that the Liquor Control Board impose mandatory
restrictions on the off-premises sale of alcohol by licensees in the proposed Downtown Core
Alcohol Impact Area. Specifically, the city requests no sales of certain low cost/high alcohol
content malt beverage products identified by a banned products list.

Whereas, in reaching our decision, the Board has duly considered the city of Spokane’s
December 14, 2011 request to modify the banned product list within the Downtown Core
Alcohol Impact Area, testimony provided at the April 4, 2012 public meeting, written comments
received from stakeholders and the public regarding Spokane’s request, and LCB staff
presentation at a public work session April 4, 2012.

Now therefore, be it resolved,

Section 1 The Board resolves to impose the following amended mandatory restrictions
requested by the city of Spokane, to take effect May 15, 2012.

No sales of the malt beverage products identified on the amended Banned Product
List. All flavors, alcohol content, and container sizes of the following named products are hereby
banned from off-premise sale by licensees in the alcohol impact area. *New products

Brand Name Alcohol Content by Volume
Blast (all products)* 12%
Bull Ice 8%
Busch Ice 5.9%
Cobra 5.9%
Colt 45 Ice 6.1%
Colt 45 Malt Liquor 6.4%
Dog Bite* 10%
Drink Four (all products) 10% - 12 %
Earthquake High Gravity* 12%
Hamm’s Ice Brewed Ale 6.1%
Hamm’s Ice Brewed Beer 6.1%
Hard Wired 6.9%
High Gravity (all products) 8.1% -9%
Hurricane (all products) 5.9% -12%
Ice House DY
Joose (all products) 9.9%
Keystone Ice 5.9%
King Cobra 5.9%
Lucky Ice Ale Premium 6.1%
Lucky Ice Beer 6.1%
Magnum Malt Liquor 5.9%
Mike’s Harder Lemonade 8%

Washington State Liquor Control Board Resolution
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Brand Name Alcohol Content by Volume
Mickey’s (all products) 5.6% - 5.8%
Milwaukee Best Ice 5.9%
Milwaukee Best Premium Ice 5.9%
Natty Daddy* 8%
Natural Ice 5.9%
Old Milwaukee Ice 5.9%
Olde English 800 (all products) 7.5% - 8%
Olympia Ice 6.1%
Pabst Ice Ale 5.9%
Rainier Ice 5.9%
Red Bull Malt Liquor 7%
Smirnoff XBT 8%
Schlitz Malt Liquor 5.9%
Schlitz High Gravity 8.5%
Sparks 6% - 8%
Special 800 Reserve (all flavors) 6%

St. Ide’s Liquor and Special Brews (all flavors) 6% -7.3%
Stack High Gravity Lager® 12%
Steel Reserve (all products) 5.5% -8%
Tilt 6.6% - 8%
Vampt Smooth Talker* 8%
Vampt Midnight Warrior® 8%

The Board resolves that these restrictions are reasonably related to addressing the problem of
chronic public inebriation demonstrated to exist in the Downtown Core Alcohol Impact Area.

The Board further resolves that such restrictions are reasonable control measures aimed at

mitigating the negative effects of chronic public inebriation and are necessary to augment the
city of Spokane’s efforts to address such problems within the defined Alcohol Impact Area.

Signed and Dated April 4, 2012

aron Foster Ruthann Kurose
Chair Board Member

Ch arr
Board Member
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