OFFICE OF THE
WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — September 8, 2010

Chair Foster called the regular meeting of the Washington State Liquor Control Board to order at 10:02 a.m., on
Wednesday, September 8, 2010 in the Boardroom, 3000 Pacific Avenue SE, Olympia, Washington. Board Members
Ruthann Kurose and Linda Bremer were also present.

Approval of Minutes
There were no minutes to approve.

Potential Listings and Rejections
Debi Besser presented the potential listing and rejections. Member Bremer made a motion to approve the listings.
Member Kurose seconded the motion. All were in favor.

Public Hearing - Alcohol Impact Area Rules

Karen McCall presented the proposed changes for alcohol impact area rules. Katie Jacoy of the Wine Institute
provided written comments to Karen that the industry was concerned about the minimum alcohol content in
314.12.215(3)(d). The content is currently listed as 12 percent which is considered table wine. This is not an across
the board ban and it is still the product in relation to the problem. Karen Rodgers gave a brief overview of all of the
changes being made to the rules. Phil Wayt expressed his appreciation of the inclusion of the stakeholders
throughout the process. Steve Gano also thanked the board for his inclusion in the process. No other public
comments were made.

Public Hearing — Craft Distilleries

Karen McCall presented the proposed changes for rules regarding craft distilleries. No public comments were
received.

New Business
There was no new business.

Old Business:
There was no old business.

The Board Meeting was adjourned at 10:24 a.m.

Sharon Foster, Ruthann Kurose, Linda V. Bremer,
Board Chair Board Member Board Member
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WASHINGTON STATE LIQUOR CONTROL BOARD
INTEROFFICE CORRESPONDENCE

Date:  September 8, 2010

To: Chairman Sharon Foster
Board Member Ruthann Kurose
Board Member Linda Bremer

From: Debi Besser, Director of Purchasing

Subject: POTENTIAL NEW LISTINGS AND REJECTIONS

In accordance with the criteria set forth in Agency Policy #9135 Listing and Delisting
Liquor Products, I recommend that the Board approve the following actions.

Description Recommendations

Don Q Cristal Rum, 750 ml ($14.95)

Don Q Mojito Rum, 750 ml ($16.95)

Batch 206 Vodka, 750 ml ($24.95) | :
Bainbridge Legacy Organic Vodka, 750 ml ($32.95)
Stirrings Apple Liqueur, 750 ml ($16.95)

Stirrings Ginger Liqueur, 750 ml ($16.95)

Martini & Rossi Bianco Vermouth, 750 ml ($8.99)
Svedka Cherry Flavored Vodka, 750 ml ($15.95)
Southern Comfort & Lime, 750 ml ($19.95)

Three Olives Rangtang Vodka, 750 ml ($19.95)
Three Olives Purple Vodka, 750 ml ($19.95)
Beefeater 24 Gin, 750 ml ($29.95)

Piscologia {pisco) Grape Brandy, 750 ml ($34.99)

PAR 7 Vodka, 750 (827.95)

Don Q Limon Citrus Rum, 750 ml ($16.95)

Don Q Coconut Rum, 750 ml ($16.95)

Counter Gin, 750 ml ($24.95)

Stirrings Pomegranate Liqueur, 750 mi ($16.95)

John L. Sullivan Irish Whiskey, 750 ml ($27.95)

Reserva del Senor Prem Almendrado Tequila Liqueur, 750 ml ($35.80)
Reserva del Senor Almendrado Tequila Liqueur, 750 ml ($24.65)
Reserva del Senor Licor de Café Tequila Liqueur, 750 ml ($524.65)
Martin Miller’s London Dry Gin, 750 ml ($31.35)

Martin Miller’s London Dry Westbourne Strength Gin, 750 ml ($37.99)
Xante Liqueur, 750 ml ($39.95)

Martini Rosato Vermouth, 750 ml ($8.99)

List
List
List
List
List
List
List
List
List
List
List
List
OTO (1 pallet)

Reject
Reject
Reject
Reject
Reject
Reject
Reject
Reject
Reject
Reject
Reject
Reject
Reject
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'FOR BOARD CONCURRENCE: / 8 z 1O paTE

Sha10n Foster Ruthann Kurose LindxBremer
Chairman Board Member Board Member

cc: Pat Kohler
Pat McLaughlin
Chris Lin
Randy Simmons
Steve Burnell
Roni Pettit
Meagan Renick
Kelly Higbee
Cindy Doughty
Robin Hall
Kim Ward
Casey Walker
Lacinda Thomas
Frances Munez-Caiter
Kevin McCarroll
Stacey Rhodes







Washington State Liquor Control Board

Issue Paper: Alcohol Impact Areas
Date: August 4, 2010
Presented by: JoAnn Sample, Licensing Division

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file
proposed rules (CR 102) on rules regarding Alcohol Impact Areas (WAC 314-
12-210 and 314-12-215).

Why is rule making necessary?

The city of Tacoma requests that the Washington State Liquor Control Board
(WSLCB) modify its rules on alcohal impact areas (WAC 314-12-215). While the
current rules allow local jurisdictions to ban specific beer and wine products, the
rules do not'give local jurisdictions the flexibility they need to quickly update
banned products list.

A distributor may quickly substitute a banned product with an equivalent product
not yet listed. Two changes may help local jurisdictions keep pace or stay
ahead. One, allow a local jurisdiction to restrict a product materially similarto a
product already on its banned-products list. Two, allow a local jurisdiction to
restrict a product listed on another local jurisdiction's banned products list.

This rule making is intended to clarify the process and criteria for local
governments to petition the board for creation of an Alcohol Impact Area.

Background

In 1999, the WSLCB originally wrote the rules for alcohol impact areas, which
were a new, untested concept that no other state had yet attempted. Since then,
Tacoma and Seattle have successfully implemented mandatory alcohot impact
areas through trial and error, and the proposed rules aim to capture that learning.

What changes are proposed?

Amendatory Section 314-12-210 — Chronic public inebriation (CP1) and
alcohol impact areas (AlA) — Definitions — Purpose.

« Plaintalk the Alcohol Impact Area rules

¢ Make the rule gender-neutral ‘ ‘

s Describe banned products as liquor anticipating local authorities desire to
have spirits banned

Amendatory Section 314-12-215 ~ Alcohol impact areas — Definition —
Guidelines

o Plaintalk the Alcohol Impact Area rules

CR 102 — Alcohol Impact Arecas 8/4/10





+ Describe banned products as liquor anticipating local authorities desire fo
have spirits banned

o Clarify the board’'s requirements for requesting recognition of an alcohol
impact area

» Clarify board’s recommendation that streets used as a boundary include
both sides for greater effectiveness _

* Provide expanded guidelines in local authority’s submission for mandatory

- recognition requirements

+ Simplify the process of changing banned products

¢ Establish a multi-pronged approach to determine the continued need for
an alcohol impact area

o Establish a standardized reporting requirement for all local authorities

Attachment: Proposed Rules

CR 102 — Alcohol Impact Areas 8/4/10






AMENDATORY SECTION (Amending WSR 99-13-042, filed 6/8/99, effective
1/9/99)

WAC 314-12-210 Chronic¢ public inebriation ({{€FE)y)) and
alcohol impact areas (({AIA)r—Dbefinitions))--Purpose. (1) What is
the purpose of ((these)) the rules concerning chronic public
inebriation and alcchol impact areas?

(a) The enabling statutes for the {(Ifguor—eortrot)) board are
contained in chapter 66.08 RCW. These statutes authorize the board
to exercise the police powers of the state for the protection of
the welfare, health, peace, and safety of the people of Washington.

{b) The board's mandate to protect the welfare, health, peace,
and safety of the people is to ensure that a liquor licensee{(s))
conducts ((tietr)) his or her business in a lawful manner and that
the presence of a licensee's {((stcohol)) liquor sales does not

unreasonably disturb the welfare, health, peace{(7+)) or safety of
the surrounding community.
{c} The purpose of ((thkese)) the rules concerning chreonic

public inebriaticn and alcohol impact areas is to establish a
framework under which the board, in partnership with local
government and communiiy organizations, ({eenr)) may act to mitigate
negative impacts on a communityv's welfare, health, peace({7)) or
safety that result from the presence of chronic public inebriation.

{d) For the purpose of these rules, chronic public¢ inebriation
exists when the effects of the public consumption of ((atecohot
arrd) ) liguor or public intoxication occur in concentrations that
endanger the welfare, health, peace({(7)) or safety c¢f a
neighborhood or community.

{2) What do (({these)) the rules concerning chronic public
inebriation and alcohol impact areas seek to do? WAC 314-12-210
and 314-12-215 seek to:

fa) Establish an expanded local review process for liguor

license applications, ((assumptions*, —and renewalsinside)) license

assumptions, and renewals of active liquor licenses for businesses
located within a recognized alcohol impact area {({AF&Y)});

(b) ((€reate=)) Establish standards under which the board may
refuse to issue a liquor license; may refuse to permit ({(tHm=)) a
license assumption or renewal of a liquor license; may place
conditions or restrictions upon the issuance, assumptioen{ (7)) cor
renewal of a license; or may place conditions or restrictions on an
existing license ((Imsitde—arecogrmizect—3ATAE)) located within the
geographical boundaries of a recognized alcohel impact area; and

(c) Allow the board{(+}) in specific circumstances{(+)) to
restrict the off-premises sale of certain ((asteolet)) liguor
products or ((atcoblol)) tiguor product containers inside a
recognized ((&FE)) alcochol impact area.

((EMote: Ativtrorttecise eyt cratrappheattonh
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AMENDATORY SECTION (Amending WSR 99-13-042, filed 6/8/99, effective
7/9/99)

WAC 314-12-215 Alcohol impact arecas--Definition--Guidelines.
(1) What is an alcochol impact area (({&IH))). and how is it
different?

{a) An alcohol impact area is a geographic area located within
a city, town{(+}) or county, and that is adversely affected by
chronic public inebriation or illegal activity assoclated with
({aFeotor) ) liguor sales or consumpticn. { (Pre——aresr—muast—l=
leD_;_\jlld.tC\:l 1}_)}’ ULL}I.J‘.J.J.G.J..LL,C L}_\/ t.lLlC QUVCJ_}.U.I.I.CJ.LJL_. DLJ.IJdJ‘.V.;.DJ‘.UlL GU.J.\.}.
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() The board may place special conditions or restrictions
upon off-premises sales privileges, liguor products, applicants,
license assumptions or licensees that sell liquor for off-premises
consumption (see subsection {3) of this section}.

{(c) The board applies a unigue investigative and review
process when evaluating liquer license applications, license

assumptions or renewals for businesses located in an alcohol impact

area.
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theAFA—tr—tie—ordimerrce) ) How is an _alcohol impact area formed?
A local authority {that is, a city, town or county) must first
designate an alcohol impact area by ordinance and make good faith
efforts for at least six months to mitigate the effects of chronic
public inebriation with such ordinance before petitioning the board
to recognize an alcohol impact area. The board must recognize an
alcohol impact area before any unique review process, condition or
restriction described in this rule may be applied. A local
authoritv must meet certain conditions to achieve recognition.

{a) The geographic area of an alcohol impact area must not
include the entire territory of a local authority. However, when
a local authority designates a street ag a boundary, the board
encourages that the local authority include both sides of the
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street for greater effectiveness.
b) TLocal authority ordinance must explain the ratioconale of

the proposed boundaries, and describe the boundaries in such a way
that:

(i) The board can determine which liquor licensees are in the
proposed alcohel impact area; and

{ii) The boundaries are understandable to the public at large.

( ( (d) Tre—ATtA u.l.d.i.uq;.u..c Hretactes fJ‘.ll\.}.J‘.J.l\dD o f oot witietr
estalytistrs) ) {(c¢) A local authority must:

(1) Submit findings of fact that demonstrate a need for an
alcohel impact_area and how chronic public¢ inebriation or illegal
activity associated with ({=ateokot)) liguor sales ((areh”) )or
consumption within ({the)) a proposed ({EFHEr—is—cortributinrg))
alcoheol impact area:

(A) Contributes to the detericration of the general quality of
life within {({the)) an alcohol impact area; or

(B) Threatens the welfare, health, peace((7)) or safety of
((tfre) ) an alcohol impact area's visitors (({=r)) or occupants;

(ii) ((Trrere—1s)) Submit findings of fact that demonstrate a

pervasive pattern of public intoxication (({am#))or public
consumption of {(afcolot)) liguor as documented 1in crime

statistics, police reports, emergency medical response data,
detoxification reports, sanitation reports, public health records,
{{er)) other similar records, community agroup petitions, public
testimony or testimony by current or former chronic public
inebriants; ((aﬂd)) :

(1ii) ( (A ope
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resvntiomrextending recognitiontothe&TA) ) Submlt documentation

that demonstrates a locgal authority's past good faith efforts to
control the problem through voluntary measures (see subsection (4)
of this section):

{(iv) Explain why past wvoluntary measures failed to
sufficiently resolve the problem; and

{v) Request additiconal conditions or restrictions and explain
how the conditions or restrictions will reduce chronic public
inebriation or illegal activity asscogiated with off-premises sales
or liguor consumption {(see subsection (3) of this section}.

{3) {(OnceanAIA is recognized by the board,—what processes;
conditions;—orrestrictions-may-the boardappiy?)) What conditions

or restrictions may the board recognize for an alcohol impact area?
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include, but are not limited to:

(1) ( (Restriettors—orr—the) ) Business hours of operation for
off-premises ((ateetet)) liguor sales ((withitrm—thre—ATA)):

(ii) ({Restrictioms—omr—the)) Off-premises sale of certain
( (eeetret)) liguor products within { (the—2&F&)) an alcohol impact
area; ((amd)) or

(lll) ((Rcbtj_it...tiuub TS oot ) ) gontainer sizeg available
for off-premises sale ( (withtr—the&THE)). '

{b) Product restrictions (for example, prohibition of cerfain
ligquor products or container sizes) must originate from a local
authorityv's law enforcement agency or public health authority,
whereas restrictions affecting business operations (for example,
hours of operation) may originate from a_local authority's law
enforcement agency, public authoritv or geoverning body.

{c) Product restrictions must be reasonably linked to problems
associated with chronic public inebriation or jllegal activity.
Reasonable links include, but are not limited to: Police, fire or
. emergency medical response statistics; photographic evidence; law
enforcement, citizen or medical-provider testimonial; testimony by
current or former chronic public inebriants; litter pickup; or
other statistically documented evidence that a reasonable person
may rely upon toc determine whether a product is associated with
chronic public inebriation or illegal activity.

{d) Restricted beer and wine products must have minimum
alcochol content of five and seven—-tenths percent by veolume and
twelve percent by volume, respectively.

(e)] Upon board approval and upon an individual product by
individual product basis, a local authoritv may restrict a preduct
that is already restricted in another board-recognized alcohol
impact area provided thait a product is significantly materially
similar (for example, comparable alccochol percent content, container
size or liguor category such as alcohelic energy drinks) to
products alreadv restricted in its own alcohol impact area. Upon
board approval and upon an individual product by individual product
basis, a local authority may also restrict a product that is
significantlyvy materiaglly similar to products already restricted in
its own alcohol impact area. In boih cases, a local authority must
demonstrate to the board, in writing, the material similarities and
need for product inclusion, but the board will not require a local
authority to submit extensive documented evidence as described in
(c) of this subsection, _

(£} A local authority may propose the removal of a condition,
restriction or product from its alcohol impact area's restricted
product list provided that a local authority demonstrates its
reason (such as, a product is no longer produced or bottled} te the
board in writing.

(4} What ((are—the—circumstances—required for—theboard—to
restrict—theoff—premises sale of alcohol—withinanAIR)) types of

voluntary efforts must a local authority attempt before the board

will recognize an alcchol impact area? { (PrePoard—rmey—restetet
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(a) A local autheority must notify all off-premises sales
licensees in a proposed alcohel impact area that:

(i} Behavior associated with liguor sales and asscgciated
illegal activity is impacting chronic public inebriation; and

{(ii) Existing wvoluntary options are -available to thenl to
remedy the problem.

{(b) A Jdocal authority's efforts must include additional
voluntary _actions. Examples include, but are not limited to:

(i} Collaborative actions with neighborhood citizens,
community groups or business organizations to promote business
practices that reduce chronic public inebriation;

(ii) Voluntary agreements with off-premises sales licensees to
promote public welfare, health, peace or safety:

(iii) Licensees voluntarily discontinuing to sell a product:

(iv) Distribution of educational materials to chronic public
inebriants or licensees;

{v) Detoxification services:

(vi) Business incentives to discourade the sale of problem
products; or

{vii} Change in land use ordinances.

(C) ((Illll.)lﬁl[l.clltﬂtiull Uf t}.nl':.'DC VUluiltO.J._y CLLJ.LﬁﬁlllCilt.D J.I.Lu.Dt hd.\:’t:.‘
beem—attemeted) ) A local authority must implement these voluntary
agreements for at least six months before ({(infeormaticor— s
rreseted) ) a local authority may present deocumentation to the
board that wveoluntary efforts ({(leave)) failed ((em)) to adequately
mitigate the effects of chronic public inebriation and need
augmentation.

{ (t6—Ff—restrictions are approved—for—an ATk —the—board
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_wiiif)) {5) What will the board do once it recognizes an alceohol
impact area? :

(a) ((He
=l L 4 . i | | = H ey LI, A 4,
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lJ’.\alU.UJ. DtUJ-.C U dyt:up_y W.;..tll.;.l]. th.\:: AIA llld.y Dcll t}.lCDC J_CDtJ_ Jl_'\_,th
prodoetsT)) The board will notify, in a timely manner, the
appropriate liguor distributors of the product restrictions.

(b) No_state liguor store or agency located within an alcchol
impact area may  sell that alcohol impact area's restricted
products. :

{c) The board will notify, in a timely manner, all off-
premises sales licensees in a proposed or existing alcohol impact
area whenever the board recognizes, or recognizes changes to, an
alcohol impact area (see subsection (/) of this section).

{({(+Hr)) 4{6) What is the review process for liquor license
applications, license assumptions, and renewals ((for—licemseecs))

inside ((a—recognizedAIA)) an alcochol impact area? { (Sulrjeot—to
the—provistons o REW 662403048 +) ) '

(a) When the board receives an application for a pew liquor
license or a license assumption that includes an off-premises salesg
privilege, the board will establish an extended time period of
Sixty calendar days for ((the \_.juv':.i_umcut bubdivioiuu)) a local
authority to comment ( (o)) upon the ((Iifguwor—ticense)) application

or—assumption .
(( et )}

(i) ( (Pregovermmert—subdiviston)) A local guthority may, and
is encouraged to, submit comment before the end of ({(this—=sixty—d=y

perioch—lut) ) a comment period. A local authority may request an
extension of ({(this)) a comment period when unusual circumstances,
which must be explained in the request, require additional time for
comment.

(i1} { (PHhre—regquesting—governmemt—subdiviston)) A local
authority will notify {({the)) a licensee or applicant when ((am
exterstor—eft—tie) ) a_loccal authorltv reguests the board to extend
4 sixty-day comment pericd {(fs—regwested)).

(b) For renewals, ({(motitce—witt Pemaited—to—tlhe—overnment
sdvitstomrnot—tess—tier) ) the board will notify a local authority

at_least ninety calendar days before ({tke=)) a current license
expires. The same requirements in {(al (i} and (ii) of this
subsection apply to the ninetv-day comment veriod for problem
renewals. For the purposes of this section, a problem renewal

means a licensee, a licensed business or a licensed location with

a documented history of noncompliance or illegal activity.
((+8)) {7) When and for how long will an ((ATX)) alcohol

impact area be in effect, and may an alcochol impact area be
changed° ((ﬁﬁ—ﬁf%—wt&i—remaiﬂ—iﬁ—effeet—ﬁﬂtiif
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(a}) An alcohcel impact area takes effect on the day that the
board passes a resolution to recognize an alcohol impact area.
However, product prohibitions take effect no less than thirty
calendar days after the beard passes such rescolution in order to
give retailers and distributors sufficient time to remecve products
from their invenltories.

(b)Y An alcchol impact area remains in effect until:

(i) A local authoritv repeals the enabling ordinance that
defines an alcohol impact area;

{ii) A Jlocal authority requests that the board revoke its
recognition of an alcohol impact area;

{(iii) The board repeals its recodnition of an alcohol impact
area of its own_ initiative and following a public hearing; or

{iv) B local authority fails to comply with subsection {8) of
this section.

{c) A local authority may petition the board to modifv an
alcohol impact area's geographic boundaries, repeal or modify an
existing condition or restriction, or create a new condition or
restriction. The board mav agree to do so provided that a local
authority shows good cause and submits supporting documentation
(see subsections (2} and (3) of this section).

(d) Prohibition o¢f a new product added to an existing
prohibited products list takes effect no less than thirty calendar
davs following the board's recognition of a modified prohibited
products list.

' (8) Reporting requirements and five-year assessments.

a) A local authority shall submit annual reports to the board
that clearly demonstrate the intended effectiveness of an alcohol
impact area's conditions or restrictions. Reports are due no later
than sixty calendar days following each anniversary of the board's
recognition of an alcohol impact area.

{(b) The board will conduct an assessment of an alcohol impact
area once every five yvears following the fifth, tenth, fifteenth,
et cetera, anniversary of the board's recognition of an alcchol
impact area. The five-vear assessment process is as follows:

{i) Within ten calendar davs of receiving a local authority's
fifth, tenth, fifteenth, et cetera, annual report, the board shall
notify affected parties of the upcoming assessment, whereupon an
affected party has twenty calendar days to commert upon, or
petition the board to discontinue its recognition of, an alcchol
impact area ({(see (d) of this subsection). Affected parties may
include, but are not limited to: Licensees, citizens or
neighboring local authorities.

{(ii} An affected party may submit a written request for one
twenty calendar~day extension of the comment/petition pericd, which
Lthe board may grant provided that an affecited party provides
sufficient reason why he or she is unable to meet the initial
twenty-day deadline, :
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{iii} The board will complete an assesgssment within sixty
calendar davs following the close of the final comment/petition
period.

{c) An assessment shall include an analysis of:

(i) Comments or petitions submitted by affected parties; and

{ii) Fach annual report submitted during a five-year period.

An assessment shall also include modifications that a local
authority must make to an alcchol impact area as required by the
board, or the board's reasons for revoking recognition of an
alcohol impact area. ,

{d) To successfully petition the board to discontinue its
recognition of an alcohol impact area, an affected party must:

{i) Submit findings of fact that demonstrate how c¢hronic
public inebriation, or illegal activity associated with liguor
sales or consumption, within a propesed alcohol impact area does
not or no_longer:

{A) Contributes to the deterioratiocn of the general quality of
life within an alcochol impact area; or

(B) Threatens the welfare, health, peace or safety of an
alcohol impact area's visitors or occupants:;

{ii) Submit findings of fact that demonstrate the absence of
a pervasive pattern of public intoxication or public consumption of
liguor as documented in crime statistics, police reports, emergency

medical response data, detoxification reports, sanitation reports,

public health records or similar records; and
{(iii} Demonstrate how  the absence of conditions or

restrictions will reduce chronic public inebriation or jllegal
activitv associated with off-premises sales or liguor consumption
{see subsection (3) of this section].

{e) An affected party may submit a written request for one
twenkty—-day extension of the comment period, which the bcard mavy
grant provided that an affected party provides sufficient reason
why he or she is unable to meet the twenty-day deadline.
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Washington State Liquor Control Board
Issue Paper

Rule Making on Craft Distilleries
Date: July 20, 2010, 2010
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this issue paper is to recommend that the Board proceed with
proposed rule changes (CR 102) resulting from a review of Craft Distillery rules
under WAC 314-28,

Why is rule making necessary?

The Liquor Control Board (LCB) continues to review existing rules for timeliness,
clarity, and necessity complying with Executive Order 06-02 issued by Governor
Gregoire. As part of the Liquor Control Board’s on-going rules review process,
rules regarding craft distilleries are being reviewed for relevance, clarity, and
accuracy. SSB 6485 was passed during the 2010 legislative sessions that
require changes in existing administrative rules (WAC) or the development of

- new rules to address the following:

¢ Changes in the amount of spirits a craft distillery is allowed to produce
annually.

e A craft distillery contract producing spirits for another distilier or
manufacturer.

What changes are being proposed?

WAC 314-28-010: Amended. Records. Plain-talked and changed record
keeping requirement from two years to three years. This is consistent with other
license types and the federal record keeping requirement.

WAC 314-28-050: Amended. What does a craft distillery allow? Plain
talked and changed the amount of spirits a licensee is allowed to produce from
twenty gallons to sixty gallons. Added the allowance for contract production for
another distiller, manufacturer, or grower.

WAC 314-28-055: New Section. What are the requirements for
contract production by craft distilleries? Created a new section to
implement 2010 legislation allowing a craft distillery to contract produce spirits
for another distiller, manufacturer, or grower.
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WAC 314-28-060: Amended. What are the general requirements for a
craft distillery license? Plain-talked.

WAC 314-28-070: Amended. Plain-talked.
WAC 314-28-090: Amended. Plain-talked and removed language on "How

to special order a product”. Chapter 314-76 WAC is devoted to special orders so
the language was not needed in this chapter.

Attachment: Proposed Rules
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AMENDATORY SECTION (Amending WSR 09-02-011, filed 12/29/08,
effective 1/29/09)

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

{a) Must keep records concerning any spirits, whether produced
or purchased, for ((two)) three years after each sale. ( (Hrese
J.C.‘\_,U.L\JLD Illubt }JC }\.Ch.!t DCPCLJ. Cl.tc fJ_Ulll dlly UtllCL J..C\_,U.LL)I.D . ) ) A
distiller may be required to report on forms approved by the board;

(b) Must, in case of spirits exported or sold, preserve all
bills of lading and other evidence of shipment; and

(c) Must submit duplicate copies of transcripts, notices, or
other data that are required by the federal governmant to the board
if requested, within thirty days of the notice of such reguest. A
distiller shall also furnish copies of the bills of 1lading,
covering all shipments of the products of the licensee, to the
board within thirty days of notice of such request.

{2) In additicn to the above, a craft distillier must:

(a) Preserve all sales records, in the case of retail sales to

s 1) o o = J=1 A | - i | - 1 I e I T 2 P}
consumers | (, I ¥ QS A 1 I R L 5 N L B s S UL 0 LV I R B 4 el =2 WS R P R U 3. e -1 G W T A S B

of—thts—sectton) ) ; and
(b) Submit duplicate copies of its monthly returns to the

board upon request{ (—tradaitionrtothe du.ylj_\,atc \,uyica ITisted—in

1 Sy fd 0L Y I e Ry R o ol I 3 :
DULSTE OO TP T U UITTES ST TIRTIN, LIS oqQlle CUITIU LTIV dU Uy "do Ll
.

subsectionr (oo tits—section) ) .

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

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

(a) Produce {(twemty)) sixty thousand proof gallons or less of
{({(tts—ewn)) spirits per calendar year.* A "proof gallon" is one
liquid gallon of spirits that is fifty percent alcohol at sixty
degrees Fahrenheit;

{b) Sell spirits of its own production 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 twoe liters per customer per day. A
craft distiller may not sell liquor products of someone else's
production;

{(c) Sell spirits of its own production to the board provided
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that the product is "listed” by the board, or is special-ordered by
an individual Washington state liquor store;

(d} Sell to out-cf-state entities;

(e} Provide, free of charge, samples of spirits of its own
production to persons on the distillery premises. Each sample must
be one-half ounce or less, with no more than two ounces of samples
provided per person per day. Samples must be unaltered, and anyone
inveolved 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 ({aud all ayylipablc WACD’ aud [= W aubjcut tU tQACD uudCL
WBEC—IH—26—078) ) ((and))

(f) 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 ( (aer—=ppitcableWaASss

Tretboebtrg—WAC—3 44400 5—amd) ) WAC 314-64-08001. Samples are
considered sales and are subject to taxes { (e r—WAC 31H4—28—070) ) &

{(q) Contract produced spirits for holders of a distiller or
manufacturer license.

(2) A craft distillery licensee may not sell directly to in-
state retallers or in-state distributors { (7 ot uuly toor l.u.c:mi::l:'b
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NEW SECTION

WAC 314-28-055 What are the requirements £for contract
production by craft distilleries? (1) This section clarifies the
language for contract production found in RCW 66.24.145. TFor the
purpeses of this section, contract production is when one craft
distillery, referred to as the "contractor,"” produces distilled
spirits for a distillery 1licensed under RCW 66.24.140,
manufacturers licensed under RCW 66.24.150, wine growers licensed
under RCW 66.24.520, referred to as "contractee," and for export
from the state. This distilled spirit 1is referred to as the
"product."

{a) The contractee is the product owner. The contractee may
handle the product under its license as RCW and WAC allow.

(b} The contractor is required to physically transport all
contracted product to the contractee. The contractor is not
allowed to distribute or retail the product.

{2} 'The contracter must submit a copy of the contract to the
board prior to production. Any changes in the contract must also
be submitted to the board prior to subsequent production. The
board may regquire additional information.

(3) The econtractor and contractee are required to obtain any
federal approvals. .

(4) Maintaining qualification as a craft distillery. Each
craft distillery, whether in the capacity of a contractor or
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contractee, is allowed to produce sixty thousand gallons or less of
total product per year. Total product, in this instance, includes:

{a) Product owned and produced by the craft distillery;

(b) Product owned and produced by the craft distillery for
export from the state;

(c) Product owned by the c¢raft distillery but produced by
another craft distillery;

(d) Product produced by the craft distillery on behalf of
another craft distillery;

{e} Product produced by the craft distillery under contract
for another distillery, manufacturer, or grower.

{(5) Reporting and recordkeeping.

{a) The contractor must include all product produced including
contract production when it reports its monthly production to the
board.

{b} The contractee must include the product contract produced
by another craft distillery when the contractee reports its monthly
production to the board.

{c) The contractor's and the contractee's recordkeeping
documents must include the product information for each contract.
The information must show the quantities produced.

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

WAC 314-28-060 What are the general requirements for a craft
distillery license? Per 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

b d. Fa WL N J AL H ul | 3, 4 i 1 3 L. 3 =
car ( ( - VLT UL T TSI Y - DITCTUUE, Od Tt are ot TINrTTEr O, [=}

-1 . . ) P o 4= . i i . | . 4= 4= )
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J_J'_L:jht to—the—treat property—anrdt—tie tiecdt Frotse—statement) ) ;

{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 ((mormthty)) 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;

{4) Purchase any spirits sold at the distillery premises for
off-premises consumption from the board, at the price set by the
board;

(5) Purchase any spirits used for sampling at the distillery
premises from the board; and

(6) Purchase any spilrits used for samples provided to
retailers from the board{ (+—and

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

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

( (tTr—Monthty—report=sT)) The required monthly reports must
be:

(a) On a form furnished by the board or in a format approved
by the board;

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

(¢} Submitted, with payment due, tc the beard 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.3. 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 1is when the product is
packaged for distribution. Production guantities are reportable
within thirty days of the completion of the production process.

(3} Payments to the board. A distillery must pay the
difference between the cost of the alcohol purchased by the board
and the sale of alcohol at the established retail price, less the
established commission rate during the preceding calendar month,
including samples at no charge ({{see—WaAE—3H4—6t4+6866Ffor—more
Trforsetirony) ) .

{a) Any on-premises sale or sample provided to a ((eormsumer))
customer is considered a sale reportable to the board.

(b} Samples provided to retailers are considered sales
reportable to the board.

{(c) Payments must be submitted, with monthly reports, to the
board on or before the twentieth day of each month, for the
previcus month. (For example, payment for a report 1listing
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.
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AMENDATORY SECTION (Amending WSR 09-02-011, filed 12/29/08,
effective 1/29/09)

WAC 314-28-080 Craft distilleries--Selling in-state, retail
pricing and product listing—--Selling out-of-state--Special orders.
(1) What steps must a craft distillery licensee take to sell a
spirits product in the state of Washington?

(a) ( (Scl}_.ll..l..!y < DLJ.J‘.J..I’.J{:D }}Ludubt at =3 otatc _;J.J'_(.iLJU.L DtULC’-))
There are two ways to sell a spirits product at a state liquor
store{ (= Orre Wy LD));

(i) Through the special order process ( (;7whiclhrisexplaimed T

h o LN Y el WOy PR = LILLT b : n } 1 il A= Lh LY
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ITmE STCUIRT way J_.:.} ) H and
!ll! Through product llStng {( (cz\ylaincd 1T +g=

b)Y If a craft distillery licensee wants the beard to
regularly stock its product on the shelf at a state liquor store,
a licensee must request the board to list its product. If the
board agrees to list the product, a licensee must then sell its
product to the board and transport its product to the board's
distribution center.

( ( (b) Sclliug =1 by_;_J._;_t.:: éJ_LU(JuL.t &t =4 eraft L.IJ'_DtJ._.ElC'J__y
premisess)) {c) Before a craft distillery licensee may sell its
product to a customer ({(f—e——mry—torctvicoat—wiro—ts)) twenty-one

years old or older) at its distillery premises, a licensee must
((Ffrst) )z

i) Obtain a retail price from the board{(+)).

{ii) Sell its product to the beoard( (7)) and { (+frem))

(iii) Purchase its product back from the board. Product that
a licensee produces and sells at its distillery premises 1is not
transported to the board's distribution center.

({(ter)) [(d) Listing a product. A craft distillery licensee
must submit a formal request to the board to have the board
regularly stock its product at a state liquor store. The beoard's
purchasing division administers the listing process.

(i) A licensee must submit the following documents and
infermation: A completed standard price guotation form, a listing
request profile, bottle dimensions, an electronic color photograph
of the product, a copy of the federal certificate of label
approval, and a signed "tied house™ statement,

(ii) The purchasing division shall apply the same
consideration to all listing requests. )

(iii) A craft distillery licensee is not required to submit a
formal request for product listing if a licensee sells its product
in-state only by special order (see ((sobsecktiomr——{(3r—of—this
“How—to——specist—order—aprodaet") ) chapter 314-74 WAC).
{(fety)) (e} Obtaining a retail price. A craft distillery

4
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licensee must submit a pricing quote to the board forty-five days
prior to the first day of the effective pricing month. A pricing
quote submittal includes a completed standard price quotation form,
and the product's federal certificate of label approval. The board
will then set the retail price.

(i) Pricing may not be changed within a calendar month.

(ii) A craft distillery licensee is required to sell to its
on-premises customers ait the same retail price as set by the board.
If and when the board cffers a temporary price reduction for a
period of time, a licensee may also sell its product at the reduced
price, but only during that same period of time.

(2) What are the requirements for a craft distillery licensee
to sell its spirits product outside the state of Washington?

{a) A craft distillery licensee shall 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 scld, and the composition -
of raw materials used in production of the product (({{seeWAC 34—
26—-076F) ) .

(b} Product produced in-state and sold out-of~state counts
toward a licensee's ({twenty)) sixty thousand proof gallons per
calendar year production limit (see WAC 314-28-050).

{c)} Product produced in-state and sold out-of-state is subject
to the fifty percent Washington grown raw materials requirement
( (tserWAC3H4—28—06607) ) .

(d} Product scld out-of-state is not subject to retail pricing
by the board.

(e) A craft distillery licensee 1s not subject to Washington
state liquor taxes on any product the licensee sells out-cof-state.

(3 r—Howto—special—order—a—rroducts
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