. OFFICE OF THE
WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — September 15, 2010

Board Member Kurose called the regular meeting of the Washington State Liquor Control Board to order at 11:17
a.m., on Wednesday, September 15, 2010 in the Boardroom, 3000 Pacific Avenue SE, Olympia, Washington. Chair
Foster participated by telephone and Linda Bremer is taking a leave of absence.

Approval of Minutes
The minutes of the September 1, 2010 meeting were approved.

Board Adoption - Alcohol Impact Area Rules

Karen McCall proposed the rulemaking for alcohol impact area rules be adopted by the Board. Public comments
were received from Phil Wayt who 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. Chair Foster made a motion to adopt the rules on Alcohol Impact Areas; Member Kurose seconded the
motion. All were in favor.

Board Adoption — Craft Distilleries

Karen McCall proposed the rulemaking for craft distilleries be adopted by the Board. No public comments were
received. Chair Fosier made a motion to adopt the rules on craft distilleries; Member Kurose seconded the motion.
All were in favor. ,

New Business

There was no new business.

Old Business:
There was no old business.

The Board Meeting was adjourned at 11:21 a.m.

(%@ﬁ%#@# Yot liwsse, Not present

Sharon Foster, Ruthann Kurose, Linda V. Brémer,
Board Chair Board Member Board Member
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Washington State
Liquor Control Board

September 15, 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, Licensing Director
Pat Parmer, Chief Enforcement

Subject: Approval of final rulemaking (CR 103) for WAC 314-12-210 and WAC
314-12-215 Alcohol Impact Areas.

At the Board meeting on September 15, 2010, the rules coordinator requests that the
Liquor Control Board approve final rulemaking {CR 103) for WAC 314-12-210 and WAC
314-12-215.

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 changes is attached.

If approved, the Rules Coordinator will send an explanation of the rule making to all
persons who submitted comments. No one gave comment at the public hearing held
on September 8, 2010, held in the Board’s meeting room in Olympia, Washington.

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.
.~ Approve ____ Disapprove % ?%j' /d

Sharon Foster, Chair Date /
,-‘j-) H ) ) . ' . _ _
L~ Approve Disapprove WL&M F{al’{‘jge' “) (l"*ﬂ ( L&
Ruthann Kurose, Board Member Date
Approve Disapprove h0+ D)4 S(,}’]‘]’
Linda Bremer Date

Attachment: Issue Paper
CR 103 )
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Washington State Liguor Control Board
Issue Paper
Rule Making WAC 314-12-210 and WAC 314-12-215

Date: September 15, 2010
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 (CR 103) and
adopt the rules under WAC 314-12-210 and WAC 314-12-215 Alcohol
Impact Areas.

Why is rule making necessary?

The city of Tacoma requests that the Washington State Liquor Control Board
(WSLCB) modify its rules on alcohol 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 guickly 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 similar to 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.

Public Comment
There was no public comment at the public hearing held September 8, 2010.

There was one written comment:

Katie Jacoy — California Wine Institute

Comment: Why is the minimum alcchol content for wine set at 12 percent for
the product to be considered for restriction? Wine with an alcohol content of 12
percent is considered table wine.

Response: The proposed rules retain the requirement that local jurisdictions
must present evidence that any product is in fact, related to chronic public
inebriation; this constraint did not change from current rules. The inclusion of
alcohol percentage was simply to give a minimum threshold of the products we
would consider eligible to be banned.
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What changes are being proposed?
Amendatory Section 314-12-210 — Chronic public inebriation (CPI) and
alcohol impact areas {AlA) — Definitions — Purpose.

+ Plaintalked the Alcohol Impact Area rules

e Make the rule gender-neutral

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

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

¢ Plaintalked the Alcohol Impact Area rules

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

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

e Clarify board's recommendation that streets used as a boundary include
both sides for greater effectiveness

e Provide expanded guidelines in local authority’s submission for mandatory
recognition requirements

e Simpilify the process of changing banned products

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

» Establish a standardized reporting requirement for all local authorities

Aftachment: Proposed Rules
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AMENDATORY SECTION (Amending WSR 99-13-042, filed 6/8/99, effective
7/9/99)

WAC 314-12-210 Chronic public inebriation (({SPE})) and
alcohol impact areas (({&AI&A}—DPefinitions))--Purpose, (1) What is
the purpose of ((these)) the rules concerning chronic public
inebriation and alcohol impact areas?

(a) The enabling statutes for the ((Ttoguer—eertret)) board are
contained in chapter 66.08 RCW. These statutes authorize the board
to exercise the police powerg 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 te ensure that a ligquor licensee((s))
conducts {{(+their)) his or her business in a lawful manner and that
the presence of a licensee's ((ateolot)) liguor sales does not

unreasonably disturb the welfare, health, peace{{7)) or safety of
the surrounding community.
{c) The purpcse of ((these)) the rules concerning chronic

public inebriation and alcohol impact areas 1is to establish a
framework under which the board, 1in partnership with local
government and community organizations, {(ean)) may act to mitigate
negative impacts on a community'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 inebriaticn
exists when the effects of the public consumption of ({=atcolot
) ) liquor or public intoxication occur in ceoncentraticons that
endanger the welfare, health, peace({7}) or safety of a
neighborhood or community.

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

(a) Establish an expanded local review process for ligquor
license applications, (({assumptions?®, andxenewals inside)) license
assumptions, and renewals of active liquor licenses for businesses
located within a recognized alcchol impacht area ((&FAY)):

(b) ((€reate)) Establish standards under which thé board may
refuse to issue a liquor license; may refuse to permit ((&h=)) a
license assumption or renewal of a liquor license; may place
conditions or restrictions upon the issuance, assumption((+)) or
renewal of a license; or may place conditions or restrictions on an
existing license ((imstde—ea—recogrnized—ATA)) located within the
geographical boundaries of a recognized alcchol impact area; and

{c) Allow the board((+}) in specific circumstances({(7}) to
restrict the off-premises sale of certain {(=ztestrt)) ligquor
products or ({ateolet)) liquor product containers inside a
recognized ((&EHE)) alcohol impaclh area.

((ENate:
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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 areas—--Definition--Guidelines.
(1) What is an alcochol impact area ((&IAY)). and how is it

different?

{a) An alcohol impact area is a geographic area located within
a city, town{(7)) or county, and that is adversely affected by
chronic public inebriation or illegal activity associated with
((ateotrot)) liquor sales or consumpticn. ( (Pre—area—mrst—ioe
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(bl The board mavy place special conditions or restrictions
upon off-premises sales privileges, liquor producgts, applicants,
license assumptions or licensees that sell liguor for off-premises
consumption (see subsection (3) of this section).

(¢} The board applies a unigue investigative and review
process when evaluating liguor license applications, license
assumptions or renewals for businesses located in an algohol impact

areg.
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tre—RFE—trr—tlre—ordimamce) ) How_is an alcohol impact area formed?
A local authoritv (that dis, 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 recoqnize an alcohol impact area. The board must recognize an
alcohol impact area before anv unigque review process, condition or
restriction described in this rule may be applied. A local
authority must meet certain conditions to achieve recognition.

(a) The geographic area of an alcohel impact area must not
include the entire territory of a local authority. However, when
a local authority designates a street as a boundary, the board
encourages that the leocal authorityv include both sides of the
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street for greater effectiveness.

(b) Tocal authority ordinance musit explain the rationale of
the propesed boundaries, and describe the boundaries in such a way
that:

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

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

( ( (\,}.) Plre—AFAE—orcHratee Trretoctes fJ‘_udJl-.u\:;a orf faet w}.u‘_uh
estabtistr)) (c) A local authority must:

(1} Submit findings of fact that demonstrate a need for an
alcohol impact area and how chronic public inebriation oxr illegal
activity associated with ((ateohet)) liguor sales ( (afre#) )
consumption within ((tire)) 2 proposed %fﬁ—jﬁ—ﬁﬁﬂﬂftbﬂtrﬁq)
alcohol impact area:

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

{(B) Threatens the welfare, health, peace((7)}) or safety of
({thre)) an_alcohol impact area's visitors ({armd)) ‘or occupants;

{ii) ((Phere=—3s)) Submit findings of fact that demonstrate a

pervasive pattern of public intoxication ({amtF))or publiic
consumption of ((atecolrot)) ligquor as documented in crime

statistics, police reports, emergency medical response data,
detoxification reports, sanitation reports, public health records,
{(or)) other similar records, community group petitions, public
testimony or testimony by current or former chronic publiic
inebriants; ( (&mdt))

(iii) ((A—gooc
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that demonstrates a local authorltv s past good faith efforts to

control the problem through voluntary measures (see subsection (4)
of this section);

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

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

(3) ({ence—an—ATﬁ—:s—recogntzed—by—the—tmmnx%—wﬂnﬂr;nnnmasses—
ccnd:ttcns——ur—restr:cttons~may—the—bﬂard—appiy4)) What conditions
or restrictions may the board recognize fer an alcochol impact area?
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arteotrot sates CI.J.J.\.}./,UJ. \_,uuau_uiytiun. Threse) ) ]_R_estrictions may
include, but are not limited to:
(l) ((RcotJ.J'.\_,t_Luu.;: orr—tire) ) Business hours of operation for

off-premises ((afeolot)) ligucer sales ((withimtihe—ATA)};

(ii) [ (Restriectroms—omr—the)) Off-premises sale of certain
({(aFeotret)) liquor products within {{(the—AFA)) an alcochol impact
area; ((amd)) or

(iii) { (Restrictioms—omr ateolot) ) Container sizes available
for off-premises 'sale ((withrmtir="3AFaE)).

(b) Product restrictions (for example, prohibition of certain
liquor products or container sizes) must originate from a local
authority’s law enforcement agency or pubtic health authority,
whereas restrictions affecting business operations {for example,
hours of operation) mav originate from a local authorityv's law

"enforcement agency, public authority or governing body.

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

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

{e) Upon board approval and upon an individual product by
individual product basis, a local authority may restrict a product
that is already restricted _in another board-recognized alcohol
impact area provided that a product is significantly materially
similar (for example, comparaple alcohol percent content, container
size cor ligquor category such as alcoholic energy drinks) to
products already restricted in its own alcohol impact area. Upon
beoard approval and upon an individual product by individual product
basis, a lccal authoritv may also restrict a product that is
significantly materially similar to products already restricted in
its own alcohel impact area. In both 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,

(f) A local authoritv may preopese the remgval of a condition,
restriction or product from its alcoheol impact area's restricted
product list provided that a Jlocal autherityv demonstrates its
reason (such as, a product is no longer produced or bottled} to the
board in writing.

{(4) What ({are—the—circumstances required—for—the board-to
restrict—the off-premises sale—ofaicoholwithinanATR)) types of

voluntary efforts must a local authority attempt before the board
will recognize an alcchol impact area? ( {(FHre—oerd—mayrestrict
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(a) A local authoritvy must notifyv all off-premises sales
licensees in a proposed alcohol impact area that:

(i) Behavior associated with liquor sales and associated
illegal activily is impacting chronic public inebriation; and
: (ii) Existing wvoluntary options are available to them to
remedy the problem.

(b} A local authoritv's efforts must include additional
voluntary actions, Examples - -include, but are not limited to:

(i) Collaborative _actions with neighborhood ¢itizens,
community groups or business ordganizations to promote business
practices that reduce chronic public inebriationg;

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

{iii) Ticensees voluntarily discontinuing to sell a product;
{iv) Distribution of educational materials to chronigc public

inebriants or licensees;
(v) Detoxification services;

{vi) Business incentives to discourage the sale of probiem
products; or

{vii) Change in land use ordinances.

(c) ((Fmprremrmrenrtertiteor—of—these—votan - - et i i~
beemr—attempted) ) A local authority must implement these voluntary
agreements for at least six months before ( (J'_ufu.uuqtiuu s
presented)) a local authority may present documentation to the
board that wvoluntary efforts ((kave)) failed {(({or)) to adequately
mitigate the effects of chronig public inebriation and need
augmentation.

{ (t6—FfF—restrictions —are—approved—for—anm—AaAIi—the—board
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wiltd+)) (5) What will the board do once it recognizes an alcohol
impact area?
(a) ( (i
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oroductss)) The board will notify, in a timely manner, the
appropriate ligquor distributors of the product restrictions.

(b) No state liquor store or agency leocated within an alccohol
impact area may sell that alcohel impact area's restricted

products.
{c) The board will notify, in a timely manner, all off-

premises sales licensees in a proposed or existing alcohel impact
area whenever the board recognizes, or recognizes changes to, an
alcohol impact area (see subsecticon (7)) of this section).

{(Fr)) (o) What is the review process for liquor license
applications, license assumptions, and renewals ({forIicensees))

ingide (({a—recognized ATA)) an alcochol impact area®? { {(Babject—+t<
the—rrovisions < REW G- 24-015{8+) )

{(a) When the board receives an application for a new liquor
license or a license assumption that includes an off-premises sales
privilege, the bhoard will establish an extended time pericd of
sixty calendar days for /({(tle—overmrerrt—soldiviston)) a local
authority to comment ({om)) upon the {(Hoguorticense)) application

L I S & S T o W A L.JI_ULJ. -
({ et ))

(i) ((Fhe—government subdiviston)) A local authority may, and
is encouraged to, submit comment before the end of ((thissizty—day

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

(ii) { (Plre—Treoresting—govermment ——subdiviston)) A lcocal
authority will notify ((the)) a licensee or applicant when ((=m
exterrstorreft—the)} a local authority reguests the board to extend
a sixty-day comment period ((fs—reogurested)).

(b} For renewals, ((noticewilr Pbe maircd—tothe governament

st vis ottt ess—tier) ) the beoard will notifv a local authority
at least ninety cgalendar days before ((the)) a current license
expires. The same requirements in (a) (i) and (ii}) of this
subsection apply to the ninety-day comment period 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 iliegal activity.
({(#+8¥)) (7) When and for how long will an ((AFAR)) alcohol

impact area be in effect, and may an alcohol impact area be
changed? ( (A ATAwirit—remain itrr—effect—urtit—r
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(a) An alcohol impact area takes effect on the dav that the

board passes a resolution to recognize an alcohol impact area.
However, product prohibiticns take effect no less than thirty
calendar days after the board passes such resolution in order to

give retailers and distributors sufficient time to remove products
from their inventories.

{(by An alcchol impact area remains in effect until:

(i} A Jocal authority repeals the enabling ordinance that
defines an alcohgol impact area;

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

(iii) The board repeals its recognition of an alcchol impact
arca of 1ts own initiative and following a public hearing; or

(iv) A local authority fails to comply with subsection (8) of
this section.

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

{d) Prohibition of a new product added to an existing
prohibited products list takes effect no less than thirty calendar
days following the board's recognition of a medified prohibited
products list.

{8) Reporting requirements and five-yvear assessments.

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

{(b) The board will conduct an assessment of an alcohol impact
area once every five years following the fifth, tenth, fifteenth,
et cetera, anniversary of the board's reccgnition of'an alcohol
impact area. The five-year 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
notifvy affected parties of the upcoming assessment, whereupon an
affected party has twenty calendar days to comment upon, or
petition the board to discontinue its recognition of, an alcohol
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 partyv mavy submit a written request for one
twenty calendar-dayv extension of the comment/petition period, which
the board may dgrant provided that an affected 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 assgsessment within sixty
calendar dayvs following the c¢lose of the final comment/petition
period,

(¢) An assessment shall include an analysis of:

(1) Comments cr petitions submitted by affected parties; and

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

An assgessment shall alsce include modifications that a local
authority must make to an alcohol impact area as required by the
board, or the board's reasons for reveoking 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:

(1) Submit findings of fact that demonstrate how chronic
public dnebriation, or illegal activity associated with liguor
sales or consumption, within a proposed alcohol impact area does
not or no longer: :

{(A) Contributes to the deterjoration of the general gquality of
life within an alcohol 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 demonsirate 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, detoxificaticon. reports, sanitation reports,
public health records or similary records: and

{(iidi} Demonstrate how the absence of conditions or
restrictions will reduce chronic public inebriation cor illegal
activity associated with off-premises sales or ligquor consumption
(see subsection (3) of this section).

(e) An affected pariy may submit a written request for one
twentv—-dayv extension of the comment period, which the board may
grant provided that an affected party provides sufficient reason
why he or she is unable to meet the twentyv-day deadline.
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Ao Washington State
@4 Liquor Control Board

September 15, 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, Licensing Director
Pat Parmer, Chief Enforcement

Subject: Approval of final rulemaking (CR 103) for Chapter 314-28 WAC
Distilleries

At the Board meeting on September 15, 2010, the rules coordinator requests that the
Liquor Control Board approve final rulemaking (CR 103) for Chapter 314-28 WAC.

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 changes is attached.

If approved, the Rules Coordinator will send an explanation of the rule making to all
persons who submitted comments. No one appeared and gave comment at the public
hearing held on September 8, 2010, held in the Board’s meeting room in Olympia,
Washington. 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. ,
v Approve Disapprove %’7 “‘% 7///3-///

Sharon Foster, Chair Date

7 i ‘ ,
" Approve Disapprove WW'\ (é‘\fﬁ‘?%?, D / = /o

Ruthann Kurose, Board Member Date

_____Approve | Disapprove n‘D’}' 2% Y4 r! 11—'

Linda Bftemer Date

Attachment: [ssue Paper
CR 103
Distilleries 1 9/15/10










Washington State Liquor Control Board

Issue Paper

Rule Making Chapter 314-28 WAC Distilleries
Date: September 15, 2010

Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this issue paper is to recommend that the Washington State
Liguor Control Board (WSLCB) proceed with final rule making (CR 103) and
adopt the rules under Chapter 314-28 WAC Distilleries.

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:

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

o A craft distillery contract producing spirits for another distiller or
manufacturer.

Public Comment
There was no public comment at the public hearing held September 8, 2010. No
comment was received in writing.

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.

Issue Paper — CR 103
Distilleries 1 9/15/10





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 ianguage 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 1/28/09)

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 vyears after each sale. ( (FHese
_LEL,UJ.LL'D J.llu.bt .‘L)C }\.C}_Jt Dt:‘}_.)cl.LQtC fJ_UlI.l iy Utllt‘.‘.}. J.ﬁbUJ_L}.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 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 request.

{(2) In addition to the above, a craft distiller must:

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

consumers ( {5
of—this—sectton) ); and
{(b) Submit duplicate copies of its monthly returns toc the

board upon request ( (, Hrrachd e temrto—tire J.uf__)lj_\dcxtc k.ul..l.;.CD Hested—in

Diloec sy Cancn o] L - e 1t o

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 ({twernty)) sixty thousand proof gallons or less of
{ (ft5—own)) spirits per calendar vyear. A "proof gallon" is one
liquid gallon of spirits that is fifty percent alcohol at sixty
degrees Fahrenheit;

(b) Sell spirits of its own preduction 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 two liters per customer per day. A
craft distiller may not sell ligquor products of someone else's
production;

(¢) 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-of-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 perscn per day. Samples must be unaliered, and anyone
involved in the serving of such samples must have a wvalid Class 12
alcohol server permit. Samples must be in compliance with RCW
WAC 3428070} ) ; ((ad))

(f) Provide, free o0f charge, samples of spirits of its own
productibn to retailers. Samples must be unaltered, and in

compliance with RCW 66.28.040, 66.24.310 and { (et appitcaltcWACsT

IretudingWAC 31H4—44—005—ard) ) WAC 314-64-08001. Samples are
considered sales and are subject to taxes ( (urcer—RWHC—TS4—28—076) )%

{g) Ceontract produced spirits for holders of a distiller or
manufacturer license.
{2) A craft distillery licensee may not sell directly to in-

state retailers or in-state dlstrlbutors((——bﬁffﬁﬁiyhtﬁ~0ﬁ-premises

2
L Clll.,J.L._LCD, [= =)

L 1 J 3 L L .

\_aL;lDL,Ulll‘:'.LD, A L,i..l.ti IATAL ULy [=R¥yiw) L,U (IPJLU 1) BN I Ml
Ll
=<t

N u s 1 . hp . LN [ 1 I ol
DL,_LL_)U;C[L,C\J PUU I R W 5 WP ) W WPl P SR WD I ) 1L AV, L) [FR LW L I I R DC\JLJ_UIL} .

NEW SECTTON

WAC 314-28-055 What are the requirements for contract
production by craft distilleries? (1) This section clarifies the
language for contract producticen found in RCW 66.24.,145., For the
purposes of this section, contract production is when one craft
distillery, referred to as the "contractor,” produces distilled
splirits for a distillery licensed 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 is referred to as the
"product. "

(a) The contractee is the producit 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 preduct fteo the contractee. The contractor is not
allowed to distribute or retail the prcduct.

{2) The contractor must submit a copy of the contract to the
board prior to production. 2Any changes in the contract must also
be submitted to the board prior to subsegquent productieon. The
board may require additional information.

(3) The contracter 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:
fa) 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 craft 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 musi include the product contract produced
by another craft distillery when the contractee reports its menthly
production to the board.

{c} The contractor's and the contractee's recordkeeping
documents must include the product information for each contract,
The infermation 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 reguired by the federal
government;

{2) Submit other licensing documents as determined by the

b d P WS ) ] - 2 1 "] 3 L 4 1 = L, J L
oar ( ( * VLITC L UL TUS Iy LR TUUTE, e JdLT T 1TIUL Lol LEll TU, [=}
. v . f

Sam=2 - ) )i

{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 { (momtlty}) 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 scld 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 spirits used for samples provided to
retailers from the board( {(—ard
(?) I"iUCt dlly UtlLCL Clb)b)l,j.bd}.)lc J.CLiLLJ’.J.ClLlﬁlltD Dtdtcd Jl_ll TWCYJ\—IJ' Gll\.l

WACS)) .
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AMENDATORY SECTION (Amending WSR 09-02-011, filed 12/2%/08,
effective 1/2%9/09)

WAC 314-28-070 What are the monthly reporting and payment
reguirements for a craft distillery license? (1)} A craft distiller
nmust submit monthly reperts and payments to the hoard.

( (HH—Metthty—reportss)) The required monthly reports must
be:

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

{b) Filied 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.8. postal service no later than the next postal business
day; and

(d) Filed separately for each liquor 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 tc establish the gquantity and proof of the spirits
produced. The designation as to the kind of spirits shall alsc be
made at the time of the production gauge. A recerd of the
production gauge shall be maintained by the distiller. The
completion of the production process is when the product is
packaged for distribution. Production gquantities 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 alcochol purchased by the board
and the sale of alcohol at the established retall price, less the
established commission rate during the preceding calendar month,
including samples at no charge (/{{seecWAEe IH4——0B866+for—more
iufu;matiuu) ) ) . )

{a) Any on-premises sale or sample provided to a ((comsumer))
customer is considered a sale repcrtable to the bcard.

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

{c) Payments must be submitted, with monthly reports, to the
becard on cor before the f{wentieth day of each month, for the
previous month. (For example, payment for a report listing
transactions for the month of January 1is 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 {Rmending WSR 09-02-011, filed 12/29/08,
effective 1/29/09)

WAC 314-28-090 Craft distilleries--Selling in-state, retail
Pricing and product listing--Selling cut-of-state--Special orders.
(1) What steps must a craft distillery licensee take to sell a
spirits product in the state of Washington?

(a) (‘(Scll_;.uy =3 oiu.t'.,a._;_ta yJ.uu’uL,t st—a——state l_t'_quu_r_ DtU.LC-))
There are two ways to sell a spirits product at a state liquor
store( (= Crre WY J'_a))_'_

(i} Through the special crder process({r—whichds—=xpiairedin
strsection . ey wa St
Frre—secord—way—is) ); and

{ii) Through product listing { {(ftexpiaimes 1T thris
subsectton)) )

{b} If a craft distillery Ilicensee wants the bhoard *to
regularly stock its product on the shelf at a state liquor store,
a licensee must request the board teo list its product. If the
board agrees to list the product, a licensee must then sell 1its
product to the board and transport its product to the board's
distribution center.

P Y on ] by Ay H HE J L L i J L 7 0
( ( 1T WS LTIy (=1 [ S A S By oy MLULUL T [=3= [=} LIlal L I oL I i Ty
premisesy)) {c) Before a craft distillery licensee may sell its
pI‘OdUCt to a customer ( ( (J_ ey dally Trchividoat—who J.D) ) twenty—one

vears old or older) at its distillery premises, a licensee must
((Exrst) )L

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

{ii) Sell its product to the board({+))s: and ((them))

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

((+er)) () Tisting 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 liguor store. The beoard's
purchasing division administers the listing process.

(1) A licensee must submii the following documents and
information: A completed standard price quotation form, a listing
regquest profile, bottle dimensions, an electronic color photograph
of the product, a copy of the federal certificate of 1label
approval, and a signed "tied hcuse" statement.

(1i) The purchasing division shall apply the same
consideration to all listing requesis.

(iii} A craft distillery licensee is not reguired to submit a
formal request for product listing if a licensee sells its product
in-state only by special order (see ((subsectiom—{3)—of this
;ac\_.tj_uu, THew—to aycuiql order—ea H;udupt.")) chapter 314-74 WAC) .

({-t5)) _L(e) Obtaining a retail price. A craft distillery

[ 51 OT5-3280.2





licensee must submit a pricing guote to the board forty-five days
prior to the first day of the effective pricing month. & pricing
gquote 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.

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

{2} What are the requirements for a craft distillery licensee
to sell its spirits product ocutside the state of Washington?

{(a) A craft distillery licensee shall include, in its monthly
repcocrt to the board, informaticon on the product it produces in-—
state and sells ocut-cf-state. Information includes, but is not
limited to, the amount of proof gallens sold, and the composition
of raw materials used in production of the product {({{seceWAC—TH4—
28—676+1) ) .

- (b) Product produced in-state and. scld ocut-of-state counts
toward a licensee's {(twenmty)) 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
{ (tseeWAC—314—28—06067) ) .

{d) Product sold cut-of-state is not subject to retail pricing
by the board.

{e) A craft distillery licensee is not subject to Washington
state liquor taxes on any product the licensee sells out-of-state.

(F—THow—to special—orderaproduct:
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