Washington State
Liquor Control Board

WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — March 20, 2013

Board Chair Sharon Foster called the regular meeting of the Washington State Liquor
Control Board (WSLCB) to order at 10:00 a.m., on Wednesday, March 20, 2013 in the
Boardroom at 3000 Pacific Avenue SE, Olympia, Washington. Board Members Ruthann
Kurose and Chris Marr were present. Chair Foster welcomed Mary Henley, who is filling
in for Samantha Trotter.

Approval of Minutes
Member Kurose moved to accept the minutes of the March 13, 2013 meeting. Chair
Foster seconded. All were in favor.

Board Adoption of CR 103 for requirements for spirits retail licensees (reporting fees)
Rules Coordinator Karen McCall presented the Board with a CR 103 for requirements for
spirits retail licensees (reporting fees). The rulemaking would amend WAC 314-02-109
regarding quarterly reporting and payment requirements for a spirits retailer license;
WAC 341-23-022 regarding the failure of a licensee to pay or reports or pays late and
WAC 314-58-080 regarding failure of a distillery of a craft distillery licensee to pay or
reports or pays late. Karen reported there was one comment at the public hearing on
February 27, 2013 and no comments at the public hearing on March 13, 2013. Member
Kurose made a motion to approve. Member Marr seconded. All were in favor.

Board Adoption of CR 103 for beer/wine tastings for beer/wine specialty shop licensees
Karen requested Board approval of a CR 103 for beer/wine tasting for beer/wine specialty
shop licensees. The rulemaking would amend WAC 314-02-105 — What is a beer and/or
wine specialty store license. Current rule allows a beer/wine specialty store licensee to
conduct beer/wine tastings if over 50% of their gross sales are beer and/or wine. This
change would amend the WAC to require over 50% of sales be alcohol. In addition, Total
Wine and More submitted a petition to allow specialty store licensees who qualify to
serve up to a total of twelve ounces of beer or wine during any one visit and employees
conducting the tastings would be required to hold a MAST permit. At a public hearing on
February 6, 2013 the board instructed the rules coordinator to file a supplemental CR 102
to change the proposed rule to indicate a beer/wine specialty shop was allowed to serve
a total of ten ounces of beer or wine during any one visit. There were three comments
at the public hearing on February 6, 2013 and none at the public hearing on March 6,
2013. Member Kurose made a motion to approve. Member Marr seconded. All were in
favor.

New Business
There was no new business.
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Old Business:
There was no old business.

The Board Meeting was adjourned at 10:12 a.m.
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' Sharon Foster, Ruthann Kurose, Chris Marr,
Board Chair Board Member Board Member




| Washington State
% Liquor Control Board

Date: March 20, 2013

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

From: Karen McCall, Agency Rules Coordinator

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

Subject: Approval of final rulemaking (CR 103) to amend WAC 314-02-105
What is a Beer and/or Wine Specialty Store license?

At the Board meeting on February 27, 2013, the rules coordinator requests that the
Liquor Control Board approve the final rulemaking (CR 103) to amend WAC 314-02-105
What is a Beer and/or Wine Specialty Store license?

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

If approved, the Rules Coordinator will send an explanation of the rule making to all
persons who submitted comments. No comments were given at the public hearing held
on March 13, 2013, held in the Board’s meeting room in Olympia, Washington. Three
comments were given at the first public hearing on February 6, 2013. Eight written
comments were received in opposition of the rulemaking. Two written comments were
received in support of the rulemaking. After sending this explanation, the Rules
Coordinator will file the rules with the Office of the Code Reviser. The effective date of
the rules will be 31 days after filing.
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Washihgton State
Liquor Control Board

Date: Marbh 20,. 2013

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

From: 'Karén McCall, Agency Rules Coordinator '

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

Subject: Approval of final rulemaking (CR 103} on the following:

e« WAC 314-02-109 What are the quarterly reporting and payment
requirements for a spirits retailer license?

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

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

At the Board meeting on March 6, 2013, the rules coordinator requests that the Liquor
Control Board approve the final rulemaking (CR 103) to amend the rules above.

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

If approved, the Rules Coordinator will send an explanation of the rule making to ali
persons who submitted comments. One comment was given at the public heatings
held on February 27, 2013, held in the Board’s meeting room in Olympia, Washington.
No comments were received at the public hearing held on March 13, 2013. One written
comment was received. After sending this explanation, the Rules Coordinator will file
the rules with the Office of the Code Reviser. The effective date of the rules will be 31
days after filing.
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Washington State Liquor Control Board
IssuePaper
Rule Making on WAC 314-02-109, WAC 314-23-022,
and WAC 314-28-080 -
Date: March 20, 2013 |
Presented by:  Karen McCall, Agency Rules Coordinator
Description of the Issue
The purpose of this issue paper is to recommend that the Washington State
Liquor Control Board (WSLCB) proceed with final rule making and adopt the rules
to revise the following: ' o
e WAC 314-02-109 What are the quarterly reporting and payment
requirements for a spirits retailer license? '
e WAC 314-23-022 What if a distributor licensee fails to report or
pay, or reports or pays late?
e WAC 314-28-080 What if a distillery or craft distillery licensee
fails to report or pay, or reports or pays late?

Why is rule making necessary?

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

Public Comment

One comment was received at the public hearing held on February 27, 2013,
from Jas Sangha, Washington Liquor Store Association. No comments were
received at the public hearing on March 13, 2013. One written comment was
received.

What changes are being proposed?

Amended WAC 314-02-109 What are the quarterly reporting and payment
requirements for a spirits retailer license? Added language that failure to
file reports and pay fees would be sufficient grounds for license revocation or
suspension.

Amended WAC 314-23-022 What if a distributor licensee fails to report or
pay, or reports or pays late? Added language that failure to file reports and
pay fees would be sufficient grounds for license revocation or suspension.

Issue Paper CR103 314-02-109, 314-23-022 : ,
314-28-080 1 3/20/13






Amended WAC 314-28-080 What if a distillery or craft distillery licensee
fails to report or pay, or reports or pays late? Added language that failure to

file reports and pay fees would be sufficient grounds for license revocation or
suspension.

Attachment:  Proposed Rules
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AMENDATORY SECTION (Rmending WSR 12-12-065, filed 6/5/12, effectivé
7/6/12)

WAC 314-02-109 What are the gquarterly 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 quarters with no activity
or payment due;

(c) Submitted, with payment due, to the board on or before the
twenty-fifth day following the tax guarter (e.g., Quarter 1 (Jan.,
Feb., Mar.) report is due April 25th). When the twenty-fifth day
of the month falls on a Saturday, Sunday, or a legal holiday, the
filing must be postmarked by the U.S. Postal Service no later than
the next pestal 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)) Failure of a spirits retaller
licensee ((does—rmot)) to submit its guarterly reports and payment
to the board as required in subsection (1) of this section((7—tire
Hreerrsee— TS auujcuL o ycua;LLco)) will be gsufficient grounds for
the board to suspend or revoke the liguor license.

A penalty of two percent per month will be assessed on any
payments postmarked after the twenty-fifth day quarterly report is
due. When the twenty-fifth day of the month falls on a Saturday,
Sunday, or a legal holiday, the filing must be postmarked by the
U.S. Postal Service no later than the next postal business day.

[ 1] | 0TS-5252.1






AMENDATORY SECTION (Amending WSR 12-12-065, filed 6/5/12, effective
7/6/12) ' '

WAC 314-23-022 What if a distributor licensee fails to report
or pay, or reports or pays late? (1) ((If)) Tailure of a spilrits
distributor licensee ((chves—met)) Lo submit its monthly reports and
payment to the board as regquired in WAC 314-23-021 (1) { (v—tire
THeensee—1s ngjcut o _L_)cualtic.:;)) will be sufficient grounds for
the board to suspend or revoke the liguor license.

(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 menth 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.

(1] OTS-5253.1






AMENDATORY SECTION (Amending WSR 12-12-065, filed 6/5/12, effective
7/6/12) '

WAC 314-28-080 TWhat if a distillery or craft distillery
licensee fails to report or pay, or reports or pays late? ((EE})
Failure of a distillery or craft distiller ({deoes—rot) ) Lo submit
its monthly reports and payment to the board as required in WAC
314—28—070(1)((, tire—Ftcersee s oub_jk;k_t oy ycualtj.ca)) will be
sufficient grounds for the board to suspend or revoke the liquor
license. , ‘

Penalties. A penalty of twoc 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 £iling
must be postmarked by the U.S. Postal Service no later than the
next postal business day.
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