OFFICE OF THE
WASHINGTON STATE LIQUOR CONTROL BOARD
Board Meeting Minutes — June 16, 2010

Board Chair Sharon Foster called the regular meeting of the Washington State Liquor Control Board to order at
10:00 a.m., on Wednesday, June 16, 2010 in the Boardroom, 3000 Pacific Avenue SE, Olympia, Washington.
Board Members Ruthann Kurose and Linda Bremer were both present. Member Kurose participated by
telephone.

Amended Board Interim Policy #BIP-09-2009 - Washington State Label Approval Program and Process
for Fortified Wine Tax Collection

Alan Rathbun presented the amended interim policy regarding label approval to clarify that due process would
be afforded the manufacturer if denial is sought. The amended interim policy also approves no longer requiring
an “Affidavit of Exemption” for non-fortified wines that are naturally fermented and above 14 percent alcohol
content. Non-fortified wine qualifies for the lower state tax rate. Fortified wines are taxed at the higher tax rate
per RCW 66.24.210 (4). Member Kurose made a motion to approve the policy. Member Bremer seconded the
motion. All were in favor. _

Potential One Time Only Listings

Steve Burnell presented the One Time Only listings. Member Kurose made a motion to approve the listings.
Member Bremer seconded the motlon All were in favor.

Potential Size Extension Listings

Steve Burnell presented the Size Extension listings. Member Bremer moved to approve the listings. Member
Kurose seconded the motion. All were in favor.

Potential Wine Listings

Steve Burnell presented the Wine listings. Member Kurose made a motion to approve the listings. Member
Bremer seconded the motion. All were in favor.

Approval of Minutes:

The Board meeting minutes from the June 9, 2010 meeting were approved.

New Business:

There was no new business.

Old Business:

There was no old business.

The Board Meeting was adjourned at 10:21 a.m.
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Washington State
Liquor Control Board

Amended Liquor Control Board Interim Policy #BIP-09-2009

Subject: Making changes to the Washington State Label Approval
Program and the process for Fortified Wine tax collection

Effective Date: August 19, 2009, amended June 16, 2010

Ending Date: Until superseded by rule or rescinded by the Board

Approved: J%W %’
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Sharon Foster, Board Chairman
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Ruthann Kurose, Board Member
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Linda V. Bremer, Board Member

BACKGROUND

During the Washington State Liquor Control Board's priorities in government exercise,
the Licensing and Regulation Division identified “label approval” as a task or work
process that could potentially be eliminated due to the federal Certificate of Approval
label approval process that already exists. Complaints could still be received about
labels or packaging, but would be sent to Enforcement for determination of a violation.

State law does not require that the Licensing and Regulation Division review and
approve all beer and wine labels, but does outline requirements for elements to be
included on labels.
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PURPOSE STATEMENT

Because two positions were cut in the Licensing Division Non-Retail Program and
federal label approval exists for beer and wine, this policy ends the state label and
packaging approval process and accepts federal Certificate of Label Approval (COLA)
as state approval for beer and wine labels and packaging. Rules will be updated to
change the process to acceptance of the COLA as adequate approval. Complaints can
still be received by the agency and investigated if allegations that non-COLA approved
beer and wine products are being sold.

FORTIFIED WINE TAXATION (RCW 66.24.210(4)}

RCW 66.24.210(4) imposes a higher tax on fortified wine. Currently, the agency uses
the Label Approval Web site to track production of wines over 14 percent alcohol by
volume due to natural aging (not fortified). This policy proposes to change the tracking
of non-fortified higher-alcohol wine to one of tracking actual fortified wine produced to
assess the higher tax rate and to adopt rules making this change.

POLICY STATEMENT

The Washington State Liquor Control Board permits the federal Certificate of Label
Approval (COLA) as approval for beer and wine to be sold in the state of Washington
and the label approval program fo cease approving labels. The Price Posting Web site
will be renamed “Label Tracking.” Wineries and breweries will still be required to submit
their COLA to the Licensing non-retail team. The non-retail team will data-enter COLA
information into the WSLCB Label Tracking System to be able to track product sold in
the state. The Board may still deny a label or packaging in accordance with WAC 314-
24-040 and/or statutory provisions. Due process will be afforded the manufacturer if
label denial is sought.

The Board also approves no longer requiring an “Affidavit of Exemption” for non-fortified
wines that are naturally fermented and above 14 percent alcohol content. Non-fortified
wine qualifies for the lower state tax rate. Fortified wines are taxed at the higher tax rate
per RCW 66.24.210 (4).

POLICY DURATION

This interim policy will be effective upon Board adoption and will stay in effect until
superseded by rule or rescinded by the Board.

WACS TO BE CHANGED OR UPDATED

314-24-040 Wine Labels — Certificate of label approval required — Labels to be
submitted

314-24-050 Alcoholic content

314-24-080 Containers — Sizes and types permitted

314-24-090 Wine labels

314-20-020 Beer labels
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314-20-030 Packages
314-19-040 Fortified wine tax

POLICY IMPLEMENTATION

Upon approval and signature of the Washington State Liquor Control Board.

ATTACHMENTS

1. Label Approval Issue Paper presented to the Board on August 19, 2009
2. Related Beer/Wine RCW and WAC List
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WASHINGTON STATE LIQUOR CONTROL BOARD
INTEROFFICE CORRESPONDENCE
Date: June 16, 2010
To: Chairman Sharon Foster
Board Member Ruthann Kurose
Board Member Linda Bremer

From:  Steve Burnell, Marketing Manager

Subject: POTENTIAL ONE-TIME-ONLY LISTINGS

In accordance with the criteria set forth in Agency Policy #915 Listing and Delisting Liquor Produets, T
recommend that the Board approve the following actions.

Description. Recommendations.
Absolut Brooklyn Flavored Vodka, 750 ml ($29.95) OTO

The Macallan Sherry Oak 18 Year Scotch in Bling Box, 750 ml ($154.95) OTO
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WASHINGTON STATE LIQUOR CONTROL BOARD
INTEROFFICE CORRESPONDENCE

Date: June 16, 2010
To: Chairman Sharon Foster
Board Member Ruthann Kurose
Board Member Linda Bremer
From:  Steve Burnell, Marketing Manager

Subject: POTENTIAL SIZE EXTENSIONS

In accordance with the criteria set forth in Agency Policy #915 Listing and Delisting Liquor Products. I
recommend that the Board approve listing the following size extension.

Current
Current Average Monthly
Requested Size Retail Monthly Case Sales Gross Rank in
Extensions Size Price of the 750 ml Size Profit Category
Bacardi Timon 750ml g6 g5 2,302 $21,426 #7
Traveler
Rum
TLunazul Reposado 1.75 liter | $39.95 354 $23,874 #9
Tequila
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WASHINGTON STATE LIQUOR CONTROL BOARD
INTEROFFICE CORRESPONDENCE

Date: June 16, 2010

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

From:  Steve Burnell, Marketing Manager

Subject: POTENTIAL WINE LISTINGS

The Purchasing Division and I recommend the Board approve the following regular listings. These
recommendations are based on a blind tasting review by the Wine Advisory Committee and current market
demand.

King Estate Pinot Gris OR 2008 $14.99
Duck Pond Red Blend WA 2008 $6.99
Los Cardos Malbec Argent | 2008 $ 8.99
Trapiche Malbec Argent | 2009 $6.99
Bandit Chardonnay 1.0 Liter Teira CA 2008 $5.99
Bandii Rieslimg 1.0 Lijer Tetra WA 2009 $5.99
Bandit Pinot Gris 1.0 Liter Tetra CA 2009 $5.99
Bandit Merlot 1.0 Liter Tetra CA 2008 $5.99
Sutter Home Cabernet Sauvignon 1.5 Liter CA 2008 $8.99
Silver Birch Sauvignon Blanc 3.0 Liter Octavin NZ 2009 $14.99
Big House Red 3.0 Liter Cask CA 2008 $14.99
Mikes Hard L.emonade 6/pack NV $7.99

Irecommend the Board approve the following One-Time-Only listings. These recommendations are based
on a blind tasting review by the Wine Advisory Committee and provide a good value to the consumer.

Waterbrook Riesling WA 2007 $3.99
J Daan Wine Cellars Pinot Noir OR 2007 $ 10.99
Stone Cellars Cabernet Sauvignon CA 2007 $3.99
Stone Cellars Merlot CA 2007 $3.99
Stone Cellars Chardonnay CA 2008 $3.99
Stone Cellars Pinot Grigio CA 2008 $3.99
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