OFFICE OF THE
WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — August 11, 2010

Chair Sharon Foster called the regular mesting of the Washington State Liguor Control Board to order at 10:04 a.m.,
on Wednesday, August 11, 2010 in the Boardroom, 3000 Pacific Avenue SE, Olympia, Washington. Board
Members Ruthann Kurose and Linda Bremer were also present.

Board Approval to File CR 102 for 314-36 — Importers, Public Storage Warehouses

Karen McCail requested approval to file the CR 102 for rulemaking regarding Importers, Public Storage
Warehouses. This rulemaking is part of the Board’s ongoing rules review process and is being reviewed for
relevance, clarity and accuracy. Member Kurose made a motion to approve. Member Bremer seconded the
motion. All were in favor,

Board Approval to File CR 102 for 314-44 — Licensed Agents

Karen McCall requested approval to file the CR 102 for rulemaking regarding Licensed Agents This rulemaking is
part of the Board’s ongoing rules review process and is being reviewed for relevance, clarity and accuracy. Annie
McGrath provided public comment on behalf of the Wine Commission. She indicated that they are working with the
Board to agree upon exactly who needs an agent's license. The current statute says “any employee” and
clarification may be necessary in order to define what an employee is. It was agreed that the Board would move
forward with the CR 102 and revise with legislation at a later date. Member Bremer made a motion to approve.
Member Kurose seconded the motion. All were in favor.

Board Approval to File CR 102 for 45 — Serving and Donating Liquor by Suppliers

Karen McCall requested approval to file the CR 102 for rulemaking regarding Serving and Donating Liquor by
Suppliers. This rulemaking is part of the Board's ongoing rules review process and are being reviewed for
relevance, clarity and accuracy. Bruce Beckett provided public comment on behalf of the Washington Restaurant
Association. He indicaied that there had been an attempt to change the rule for trade shows which are composed of
licensees. Member Kurose made a motion to approve. Member Bremer seconded the motion. All were in favor.

Board Approval to File CR 101 — Split Cases for Wine

Karen McCall requested approval to file the CR 101 for rulemaking regarding Spht Cases for Wine. It has been
requested by the Washington Beer and Wine Wholesalers Association that the Board to allow wine distributors to
charge a service fee for handling individual bottles of wine. Member Kurose made a motion to approve. Member
Bremer seconded the motion. All were in favor.

Approval of Minutes
The minutes from the August 4, 2010 Board meeting were approved.

New Business
There was.no new business.

Old Business:

There was no old business.

The Board Meeting was adjourned at 10:34 a.m.

haron Foster Ruthann Kurose, . Linda V:Bremer,
Board Chair Board Member Board Member
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Washington State
Liquor Control Board

Date: August 11, 2010

To: - Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Linda Bremer, board Member

From: Karen McCall, Agency Rules Coocrdinator

Copy: Pat Kohler, Administrative Director
Rick Garza, Deputy Administrator
Alan Rathbun, Director, Licensing and Regulation

Subject: Approval for filing proposed rule (CR 102) for Chapter 314-36 WAC
Liquor Importers, Public Storage Warehouses

At the Board meeting on August 11 2010, the rules coordinator requests that the Liquor
Control Board approve the filing of notice of proposed rule-making (CR 102) for Chapter
314-36 WAC. An issue paper on the proposed rules is attached.

Process

The Rules Coordinator requests approval to file the notice of proposed rulemaking (CR
102) for the rule making described above. If approved for filing, the tentative timeline for
the rule making process is outlined below:

August 11, 2010 Board is asked to approve filing the proposed rule
making (CR 102 filing). LCB sends notice to rules
distribution list.

September 1, 2010 Code Reviser publishes notice,

September 22, 2010 Public hearing held

September 22, 2010 | End of written comment period

September 29, 2010 Board is asked to adopt rules

September 29, 2010 Agency sends notice to those who commented both at
the public hearing and in writing.

September 29, 2010 Agency files adopted rules with the Code Reviser .

October 30, 2010 Rules are effective.

CR 102 -- Liguor Importers, Public Storage
‘Warehouses 8/11/10





Approve ___ Disapprove %\% 7 /// // 4

Sharon Foster, Chair Date’”

N

v~ Approve ____Disapprove %MM. @VZJQQ, /11 AQ(O

Ruthann Kurose, Board Member Date

I/Appi'ove Disapprove pﬁwj‘u// lﬁ.!/m.vu 3‘//{//"
|

nda Bremer, Board Member  Date

Aftachment: Issue Paper

CR 102 — Liguor Importers, Public Storage
Warehouses 8/11/10






Washington State Liquor Control Board

Issue Paper

Rule Making on Liquor Importers, Public
Storage Warehouses and Importation of Liquor
Date: August 11, 2010

Presented by:  Karen McCaIi Agency Rules Coordlnator

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 Liquor Importers, Public Storage
Warehouses and Importation of Liquor (Chapter 314-36 WAC).

Why is rule making necessary?

As part of the Liquor Control Board’s on-going rules review process, rules
regarding licensed agents have been reviewed for relevance, clarity, and
accuracy.

What changes are being proposed?

Amended Section. WAC 314-36-010 Salés between impotrters. Plain
talked.

Amended Section. WAC 314-36-020 Liquor importation -- General.
Plain talked and added a definition for “consigned”.

Amended section. WAC 314-36-040 Principal office — Record. Plain
talked and changed the record keeping requirement from two years to three
years to be consistent with federal regulations and other LCB record keeping
requirements.

Amended Section. WAC 314-36-060 Public storage warehouse. Plain
talked and added language prohibiting the consumption of liquor in a public
storage warehouse.

Amended Section. WAC 314-36-080 Authorization for private liquor
storage warehouse. Plain talked.

Amended Section. WAC 314-36-090 Liquor shall be stored in original
packages. Revised language to clarify liquor may only be accepted or stored in
“an approved” storage warehouse.

Amended Section. WAC 34-36-100 Removal of liquor. Plain talked.
Removed outdated language.

CR 102
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Amended Section. WAC 314-36-130 Comiplete records kept. Plain
talked and changed the record keeping requirement from two years to three
years to be consistent with federal regulations and other LCB record keeping
requirements.

Attachment: Proposed Rules
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AMENDATORY SECTION (Amending Order 238, Resolution No. 247, filed
3/9/88)

WAC 314-36-010 Sales between ((Iiquer)) importers. One
licensed {(+igwor}) importer may sell to, or purchase from, or
exchange with, another licensed ( (Hfoooere)) importer,

{ (frrteeteatirg) ) liquor for purposes of export only.

AMENDATORY SECTION (Amending Order 238, Resolution No. 247, filed
3/9/88)

WAC 314-36-020 Lidquer importation--General, (1) No liguor
shall be imported into this state unless { (sueh) )

(a} Liquor ((be)) is consigned to the Washington state liguor
control board; ((UJ_ eSS .:auph))

(b} ILiquor ({b=}) is consigned to a holder of a liquor, beer
or wine importer's license and delivered at a public storage
warehouse authorized by the Washington state liquor control board
to store liquor({{7—oer—=t)): or

{c) Liquor is ceonsigned to the warehouse of the holder of the
liquer, beer or wine importer's license in those cases where the
bocard has authorized storage at such warehouse.

"Consigned" as used in this section means to_ turn cover to
another's control.

f{2) No carrier shall accept or deliver ligquor except 1in
accordance with this regulation.

AMENDATORY SECTION {(Amending Order 238, Resolution No. 247, filed
3/9/88)

WAC 314-36-040 Principal office--Record. (1) Each liquor,
beer or wine importer shall establish and maintain a principal
office within the state ((at—which—shati—oe—Iept)) where full and
complete records are kept for three vears of:

fa) All importations({7) )%

(by All storage( (7))

{c) All removals((+)); and

{d) All exportations of liquor{ (+—such)).

{2) Records are to ke kept in such manner and in such form as
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( (the =)) required by the
beoard.
{3) Each liguor, beer or wine importer shall keep the board

informed at all times of the location of such principal office.

AMENDATORY SECTION (Amending Order 238, Resolution No. 247, filed
3/9/88)

WAC 314-36-060 Public storage warcehouses. {1} No publiic
storage warehouse shall accept, receive, or store or otherwise
handle any liquor, including beer or wine, without first obtaining
from the Washington state liquor control heard a letter of
authorization ({so—to—do)}.

(2) No consumption of liguor, including beer or wine, is
allowed at public storage warehouses.

AMENDATQRY SECTION (Amending Order 238, Resclution No. 247, filed
3/9/88)

WAC 314-36-080 Authorization for private liquor storage
warehouse. {(Bry)}) A helder of a liquor, beer or wine importer's
license, who maintains a storage warehouse ((exciustvery fTor—the

DtULQ\jC Uf \jUUk.:IlD, WAL Ly UL J.LLCJ.L..}.J.CI.J.I\JL_LDC l)\:lull\_.j.ll_ll\d tU -ZDL.LL»}.i ILUlLlCJ_,))
and who desires Lo store liquor imported under such liquor, beer or
wine importer's license, shall apply toc the board for a letter of

. 3 4 =l £ 1 ) . o L. 3 1 1 . al 1
authorization ((::u Co—ooS TUCIT U TIToOr I Zac IOl St & e grancetr Oy

i) A= i iy S N 2, . ] ] J - . et = L.
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prescribe) ). If ((sweh)) authorization ((be)) is granted, ((such))
the warehouse shall {{(tlheresfter)) be known as a private liquor
storage warehouse.

AMENDATORY SECTION (Amending Order 238, Rescolutlon No. 247, filed
3/9/88)

WAC 314-36-090 Ligquor shall be stored in original packages.
Ne shipments of liguor shall be accepted or stored in ((zprivate

or—pultre) ) an approved storage warehouse except in original
packages or combinations of original packages as authorized by the

board.
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AMENDATORY SECTION (Amending Order 238, Rescluition No. 247, filed
3/9/88)

WAC 314-36-100 Removal of liqueor. (1) No liguor importer or
public storage warehouse shall ((e—removed)) remove ligquor from
any storage warehouse, ((eTther public—or—priveater)) except:

(a) For sale and delivery to the board {(er)):

(b) For export from the state({7or)).

{c} For delivery to persons, firms or corpeorations authorized

by Title 66 RCW to receive such liquor products{ (= Provided;
frewever;—Fhat) ) or

(d) Liquor may be removed from an authorized private liguor
storage warehouse to {(=)) an__ authorized public storage
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Dpcuifibqlly gLautcd by tlre OEES =g s Frecrect-ted
representatives) ).

(2) Any and all removals of liquor must be made in full
compliance with the Washington state liquor laws((—Title 66 REW

Acohotteeverage—controty) ) and the rules ({amt—reguiastiorns))
of the board.

AMENDATORY SECTION {(Amending Order 238, Resolution No. 247, filed
3/9/88) '

WAC 314-36-130 Complete records kept. (1) Each public
storage warehouse shall keep full and complete records showing:

{a} A1l liquor received for storage({7—together—with)); and
“{b} All removals and exportations ( (therest—suelhr—records—to

}JC }&Ck)t 1T DI_!L,h IMALIIE T C{lib‘l A LT DL.[\_;}L fULlll [ ¥ thC }JUCI.L\.:'{ Dllall
LJ.LCDL..L.L‘LJC, QLL\,} ill Y e P Uf .LCJ.I.I.UVCI.l’ J_ClCC{DCD L D].J.J‘.b)ll!.cllt.:, Dlldll))

(2} Records shall preserve for {(two)) three vears, ((subject
to—the—order—of—tlhe—Poardy) ) all bills of lading or certified
copies thereof, and all authorizations of the board for withdrawals
of samples,
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REPEALER

The following sections of the Washington Administrative Code
are repealed:

WAC

WAC
WAC
WAC
WAC

314-36-030

314-36-050
314-36-070
314-36-110
314~-36-150

Importation by licensed liquor
importer.

Customs
Storage
Release
Special

[ 4]

bonded loccker.

of liquor.

of liquor.
importation permit.
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Washington State
Liquor Control Board

Date: August 11, 2010

" To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Linda Bremer, board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Pat Kohler, Administrative Director
‘ Rick Garza, Deputy Administrator
Alan Rathbun, Director, Licensing and Regulation

Subjéct: Approval for filing proposed rule (CR 102) for Chapter 314-44 WAC
Licensed Agents

At the Board meeting on August 11 2010, the rules coordinator requests that the Liquor
Control Board approve the filing of notice of proposed rule-making (CR 102) for Chapter
314-44 WAC. An issue paper on the proposed rules is attached. '

Process

The Rules Coordinator requests approval to file the notice of proposed rulemaking (CR
102) for the rule making described above. If approved for filing, the tentative timeline for
the rule making process is outlined bhelow:

August 11, 2010 Board is asked to approve filing the proposed rule
making (CR 102 filing). LCB sends notice 1o rules
distribution list.

September 1, 2010 Code Reviser publishes notice,

September 22, 2010 Public hearing held

September 22, 2010 End of written comment period

September 29, 2010 Board is asked to adopt rules

September 29, 2010 Agency sends notice to those who commented both at
the public hearing and in writing.

September 29, 2010 Agency files adopted rules with the Code Reviser

October 30, 2010 Rules are effective.

CR 102 — Licensed Agents 8/11/10
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Approve

v Approve

v Approve

Attachment: Issue Paper

CR 102 — Licensed Agents

Disapprove

Disapprove

Disapprove
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Washington State Liquor Control Board
Issue Paper

Rule Making on Licensed Agents
Date: August 11, 2010
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
proposed rules (CR 102) on rules regarding Licensed Agents (Chapter 314-
44 WAC).

Why is rule making necessary?

As part of the Liquor Control Board's on-going rules review process, rules
regarding licensed agents have been reviewed for relevance, clarity, and
accuracy.

What changes are being proposed?

Amended Section. WAC 314-44-005 Agent’s license required—Eligible
employers defined—Certain classes limited—Bona fide entity defined—
prohibited practices. Plain talked. Added domestic produced beer or wine
unhder (h).

New Section. WAC 314-44-011 Who needs an agent’s license. Created
a rule to add the list from the website of who needs an agent's license.

Attachment: Proposed Rules
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AMENDATORY SECTIQON {Amending WSR 98-18-097, filed 9/2/98, effective
10/3/98)

WAC 314-44-005 Agent's license required--Eligible employers
defined--Certain c¢lasses limited--Bona fide entity defined--
Prohibited practices. {1) No person shall canvass for, solicit,
receive or take orders for the purchase or sale of any liquor, or
act as the agent for the purchase or sale of liquor, nor contact
any licensees of the board in goodwill activities, unless such
person 1is holder of an agent's license ((ss—proviced—r—REW
624310 —and—this—regutatton) ) .

(2) An agent's license may be issued to the accredited
representative of a person, firm, or corporation holding:

fa) A certificate of approval ((issted—pursuant—to——REW
G624 EF O or 6624—26067) ) L

(b) A beer distributor's license{ (7))L

{c) A brewer's license({7)): -

(d) A bheer importer's license((

(e) A domestic winery license((

(f) A wine importer's license (|

(gq) Or a wine distributor's license within the state of
Washington({{7+)):

(h) ©r the accredited representative of a distiller,
manufacturer, importer, or distributor of spirituous liquor,
domestic produced beer or wine, or foreign produced beer or wine.

{3} A perscon, firm, or corporation so qualified, is ( (frereins
defimed—+te—re)) an eligible employer. {(Sverr)) An eligible
employer shall apply to the board for such an agent's license for
his accredited representatives on application forms prescribed and
furnished by the board. .

({43r)) {4) Every firm which applies for an agent's license
under the provisions of this section shall furnish the board with
satisfactory proof that such firm is in fact a bona fide business
entity.

((t&r)) (5) Only the licensed agent of a distiller,
manufacturer, impcrter, or distributer of spirituous ligquor may
contact retail licensees in goodwill activities when such contacts
pertain to spirituous liquor products.

{(t5r)) (6) No distiller, manufacturer, importer, distributor
of liquor, or agent thereof, shall solicit either in person, by
mail or otherwise, any liquor wvendor or employee of the board,
except the purchasing agent thereof, for the purpose or with the
intent of furthering the sale of a particular brand or brands of
merchandise as against another brand or brands of merchandise.

{(6F)) {7) No distiller, manufacturer, importer, distributor
of liquor, or agent thereof, shall visit any state liquor store or
agency for the purpose of exerting influence on employees for sales

T L
)i
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promotion or to secure information regarding inventory or any other
matter relating to sales. They may deliver, or have delivered, and
assemble where required, consumer offers and display material that
have been approved by the board or its designee. Violation of this
sectbion will result in a penalty against all company items, which
in appropriate cases could mean a partial or total delisting of
those items.

( (7)) {8) No distiller, manufacturer, importer, or
distributeor of liquor, or agent thereof, shall give or offer toc any
employee of the Dboard any entertainment, gratuity or other
consideration for the purpose of inducing or promoting the sale of
merchandise.

( {(-£8+)) (9) No distiller, manufacturer, importer, or
distributor, or agent thereof, shall allow, pay or rebate, directly
or indirectly, any cash or merchandise to any retail licensee to
induce or promote the sale of liquor, including the payment of tips
to such licensees or their employees and the purchasing of drinks
"for the house." Such persons, firms and licensees must operate in
conformity with WAC 314-12-140, RCW 66.28.010, 66.28.040, and other
applicable laws and rules.

((-£9¥)) (10) Upon the infraction of any law or regulation by
any distiller, manufacturer, importer, distributor, or agent, the
board may, in addition to imposing other penalties as prescribed by
law, remove such firm's products from the sales list of the board,
and/or prohibit the sale of any brand or brands of beer or wine
involved as provided in RCW 66.28.030.

((++9)) (11) Upon the termination of the employment of a
licensed agent, his employer shall immediately notify the board and
with such notice return to the board the agent's license issued to
such person.

NEW SECTION

WAC 314-44-011 Who needs an agent's license? (1) Sole
proprietors:

(a) The sole proprietor does not need an agent's license;

(b) Any employee of a sole proprietor who calls or e-mails
their appointed distributor does not need an agent's license;

(c) Any employee of a sole proprietor who calls, visits, or e-
mails retailers needs an agent's license.

(2) Partnerships, limited liability companies, corporations,
and their employees: Licensees and their employees who call, e-
mail, take orders, pour or visit businesses with a liquor licenss
need an agent's llicense.

{3) Out-of-state certificate of approval holders: If the out-
of-state certificate of approval holder has an endorsement to ship
directly to retailers and call or e-mail retailers, they need an
agent's license (unless they are a sole proprietor).
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{4) Wine shipper to consumer: A wine shipper to consumer does
not need an agent's license.
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Washington State
Liquor Control Board

Date: August 11, 2010

' JTo: Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Linda Bremer, board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Pat Kohler, Administrative Director
Rick Garza, Deputy Administrator
Alan Rathbun, Director, Licensing and Regulation

Subject: Approval for filing broposed rule (CR 102) for Chapter 314-45 WAC
Serving and Donating of Liquor by Suppliers at Trade Conventions of Licensees

At the Board meeting on August 11 2010, the rules coordinator requests that the Liquor
Contro! Board approve the filing of notice of proposed rule-making (CR 102) for Chapter
314-45WAC. An issue paper on the proposed rules is attached.

Process

The Rules Coordinator requests approval to file the notice of proposed rulemaking (CR
102) for the rule making described above. If approved for filing, the tentative timeline for
the rule making process is outlined below:

August 11, 2010 Board is asked to approve filing the proposed rule
making (CR 102 filing). LCB sends notice to rules
distribution list. _

September 1, 2010 Code Reviser publishes notice,

September 22, 2010 Public hearing held

September 22, 2010 End of written comment period

September 29, 2010 Board is asked to adopt rules

September 29, 2010 Agency sends notice to those who commented both at
the public hearing and in writing.

September 29, 2010 Agency files adopted rules with the Code Reviser

QOctlober 30, 2010 Rules are effective.

CR 102 — Serving and Donating of Liquor by Suppliers 8/11/10
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Linda Bremer, Board Member Date

Attachment: Issue Paper
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Washington State Liquor Control Board

Issue Paper

Rule Making on Serving and Donating of Liquor by
Suppliers at Trade Conventions of Licensees

Date: August 11, 2010

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
proposed rules (CR 102) on rules regarding Serving and Donating of Liquor
by Suppliers at Trade Conventions of Licensees (Chapter 314-45 WAC).

Why is rule making necessary?

As part of the Liquor Control Board’s on-going rules review process, rules
regarding licensed agents have been reviewed for relevance, clarity, and
accuracy.

What changes are being proposed?

Amended Section. WAC 314-45-010 Convention defined — Hospitality
rooms, display booths, receptions and similar activities — Permits
required — Fees -- Procedures. Revised to clarify a permit is required for
each booth or room a supplier or agent thereof is serving or donating liquor.
Added language requiring any licensee promoting a trade show event to submit a
list of all suppliers attending the event.

Attachment: Proposed Rules

CR 102
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AMENDATORY SECTION (Amending WSR 98-18-097,, filed 9/2/98, effective
10/3/98)

WAC 314-45-010 Convention defined--Hospitality rooms, display
booths, receptions and similar activities--Permits required--Fees--
Procedures. Activities pursuant to RCW 66.20.010 ({8}, (9), a
manufacturer, importer, distributor, or agent thereof, may serve or
donate liquor without charge to delegates and guests at a bona fide
convention of a trade association composed of licensees of the
beoard, subject to conditions set forth in this regulation.

{1) For the purposes of this section a "convention" is defined
as a bona fide session or assembly of the general membership of a
trade association composed of licensees of the board.

(2} Such manufacturer, importer, distributor, or agent
thereof, must hold a special permit issued by the board to engage
in such an activity at such convention. The fee for each such

special permit shall be $25.00. A permit is required for each
booth o¢or room a manufacturer, importer, distributor, or agent

thereof is serving or donating liguor. &pplication for such permit
shall be submitted on a form prescribed by the board. The
statutory permits applicable to such activities are:

{a) A special permit provided for in RCW 66.20.010(8) which
authorizes the holder therecf to serve liquor without charge to
delegates and guests in a hospitality room or from a booth in a
board-approved suppliers' display room at such convention.

(b} A special permit provided for in RCW 66.20.010(9) which
authorizes the holder therecf to donate liquor for a reception,
breakfast, luncheon, or dinner for delegates and guests at such
convention.

(3) Any liquor served or donated as provided herein is
authorized only for consumption within a specific area designated
on an application for permit and approved by the board.

(4) A special permit holder who serves or donates any beer or
wine on which state taxes have not been paid, must file a report of
the quantity so served or donated and remit the amount of the taxes
to the board, in conformity with RCW 66.20.010 (8), (9).

(5) Any spirituous liquor served or donated shall be purchased
from the board or a spirit, beer and wine restaurant licensee.

(6) Any licensee promoting a trade show event shall submit a
list of all suppliers attending the event.
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¢ Washington State
Liquor Control Board

Date: August 11, 2010

To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Linda Bremer, board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Pat Kohler, Administrative Director
Rick Garza, Deputy Administrator
Pat Parmer, Enforcement and Education Director
Alan Rathbun, Licensing and Regulation Director

Subject: Approval for filing a pre-proposal statement of inquiry {CR 101) to
create rules regarding wine split cases {a new section in WAC 314-
24)

It has been requested that the Liquor Control Board begin rulemaking that would allow
wine distributors to authorize the imposition of a service charge for handling individual
bottles of wine.

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 rules review was
presented at the Board meeting on August 11, 2010, and is attached to this order.

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

August 11, 2010 Board is asked to approve filing the pre-proposal
statement of inquiry (CR 101)

September 1, 2010 Code Reviser publishes notice, LCB sends notice to
rules distribution list

QOctober 1, 2010 End of written comment period -

October 6, 2010 Board is asked to approve filing the proposed rutes (CR

: 102 filing)

October 20, 2010 Code Reviser publishes notice, LCB sends notice fo
rules distribution list

November 10, 2010 Public hearing held

November 10, 2010 - | End of written comment period

CR 101 Split Cases 1 B/11/10





November 17, 2010

Board is asked to adopt rules

No‘vemberﬂ?, 2010

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

November 17, 2010

Agency files adopted rules with the L,ode Reviser (CR
103)

December 18, 2010

Rules are sffective (31 days after filing)

__Approve

" Approve

Y Approve

Attachment: Issue Paper

CR 101 Split Cases
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Sharon Foster, Chairman Dat
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Ruthann Kurose, Board Member Date
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Linda Bremer, Board Member Date
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Washington State Liquor Control Board

Issue Paper

Rulemaking on "Split Case” charge for wine
Date: August 11, 2010

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 flle the
first stage of rule making (CR 101) to create rules allowing wine distributors to
authorize the imposition of a service charge for handling individual bottles of wine

Why is rule making necessary?

The Washington Beer and Wine Wholesalers Association (WBWWA) has
requested the board initiate rulemaking to allow a “split case charge” on any wine
sold to a retailer in amounts under a full case.

The WBWWA met with staff in late February to discuss the issue of “split cases”.
“Split cases” refers to wine purchased by the botile rather than by the case. The
distributor is forced to break the case to fill the order. The distributors state that
single bottle sales are responsible for more than 50% of their sales. This
practice is a significant service to retailers and a significant expense to
distributors. Current practice is to charge every retail licensee ordering the same
wine the same price, whether the retail licensee orders a full case or a single
bottle. Distributors can lawfully impose a “split case charge” so long as they do
so in a way that does not violate the uniform pricing laws and do not otherwise
discriminate against particular retail licensees.

WAC 314-24-080(2) states, “No domestic winery or wine distributor, or wine
importer shall adopt or use any packages for wine differing in sizes and case
capacities from: Manufacturer's original full cases. The board may, in its
discretion, authorize other container and/cr keg size packages.

The states of Oregon and Idaho both allow a handling fee in any wine sold to a
retailer if the quantity is less than a case. The handling fee must be uniform for
all retail licensees.

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 pubiic may comment during the
designated comment period. Notice will be sent to all who have indicated that
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they want to receive notice of rule changes. The notice will identify the public
comment period and where comments can be sent. Based on public input
received, staff will draft proposed changes for presentation to the Board at the
next phase of the rule making process.
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