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Craft Distilleries

Status: SHB 2959
Signed by the Governor 3/20/08.
Effective date 6/12/08.

This bill creates a “craft distillery” license within the current

distillery license RCW with the following requirements and
privileges:

Annual license fee is $100 (compared to $2000 for distillery
license)

Producing 20,000 gallons or less of spirits

Half of the raw materials must be grown in Washington




Craft Distilleries (cont)

Sell spirits of its own production for off-premises
consumption — limit 2 liters per day per person

Samples - maximum of 2 ounces per person per day - free
of charge at the distillery

Spirits used for samples and off-premises sales must be
purchased from the board

Requires MAST for any person involved in the service of
samples

Amendment added to SHB 2959 amend MAST RCWs to
require MAST for any person selling or serving alcoholic
beverages at a craft distillery.




Laws & Regulations

RCW WAC

» Revised Code of

Washington = Washington

Administrative Code

= Enacted by the
Legislatur‘é = Rules made by the

Board under the
powers granted by

= Can only be the Legislature

changed by new
Legislation




RCW 66.24.140
Distiller's license — Fee.

There shall be a license to distillers, including blending, rectifying and bottling; fee two
thousand dollars per annum, unless provided otherwise as follows:

(1) For distillers producing twenty thousand gallons or
less of spirits with at least half of the raw materials used
in the production grown in Washington, the license fee
shall be reduced to one hundred dollars per annum;

(2) The board shall license stills used and to be used solely and only by a commercial
chemist for laboratory purposes, and not for the manufacture of liquor for sale, at a fee of
twenty dollars per annum;

(3) The board shall license stills used and to be used solely and only for laboratory
purposes in any school, college or educational institution in the state, without fee; and

(4) The board shall license stills which shall have been duly licensed as fruit and/or wine
distilleries by the federal government, used and to be used solely as fruit and/or wine
distilleries in the production of fruit brandy and wine spirits, at a fee of two hundred dollars
per annum.




RCW 66.24.145
Craft distillery —
Sales and samples of

(1) Any craft distillery may sel
its own production for consum
the premises, up to two liters

SPIrits.

spirits of
htion off

Der person

per day. Spirits sold under this subsection
must be purchased from the board and
sold at the retail price established by the

board. A craft distillery selling

spirits

under this subsection must comply with
the applicable laws and rules relating to

retailers.




RCW 66.24.145
Craft distillery —
Sales and samples of spirits.

(3) [(2)] Any craft distillery licensed under
this section may provide, free of charge,
one-half ounce or less samples of spirits of
its own production to persons on the

premises of the distillery. The maximum
total per person per day is two ounces.
Every person who participates in any
manner in the service of samples must
obtain a class 12 alcohol server permit.
Spirits used for samples must be purchased
from the board.




RCW 66.24.145
Craft distillery —
Sales and samples of spirits.

(4) [(3)] The board shall adopt rules to

implement the alcohol server permit
requirement and may adopt additional rules
to implement this section.

(5) [(4)] Distilling is an agricultural practice.




License Applications

s | he Process

s | he internet




Applicant
completes

Master
Application and
the LCB
Addendum

Licensing and Regulation Division
Liquor Licensing Process

Customer Service & Support work
Customer Service Calls, Counter customers, Incoming Mail, Faxes, Scanning and Indexing

Application assigned

Application
(ARD) received

and verified at
LCB

to an investigator
Investigator-
-conducts initial
interview

-sends local authority
notice & request for
required documents

Applicant may
apply for
Temporary

License or Pre-
approved
Provisional
Permit(PPP).

Criminal History

Investigator
makes
recommendation
to approve or
deny

Supervisor &
manager
review |f

needed

(g%fgs Tq‘*b‘d Commitment
ac oun
Applicant has 30 Checf Issue
days to send in Refund
the requested \ y
documents
Floor plan
500 feet review if
~ { needed.
Citizens input
processed. ( ) Applicant
-Certified letter Applicant attends rece_ives liquor
sent to schools, ; license
BB d oubli LCB Briefing in
EAPRCE T B Enforcement
institutions within Office
500 feet
X =
. Master Cust Service & Investigator/ Liquor Retail
[:] Apvticant . Licensing D ussils‘:;d 05::;0 Supervisor/Manager D Enforcement Services . Seerd
Service (MLS) Officer (LEQ)

Nov 2004




Tuesday, September 2, 2008

GENERAL INFORMATION ABOUT LIQUOR LICENSING AND
PERMITS

@ Licenses and Permits Forms Page

¢ Forms 5 Public ations

E‘; Tobacco Facts

P @ Mon-Retail: Liguor license fees and descriptions
f‘ Stores and Products
%,4 EETTITTTET @ General questions about liquer licensing

8=} Licenses & Permits @ Qutline of the application process for retail and non-retail licenses

# Retail: Liguor license fees and descriptions

@ Laws and Rules

@ How to apply for a Liguor License

f{? Enforcement
® How to obtain an Alcohol Server Permit MEW!

o
Se. | Employment

# Special Licenses and Permits such as banquet or rafile permit

® Licensing Forms and Publications *requires Adobhe Acrobat reader

What Happens If | Viclate A Liquor Law Brochure

® Licensee Brigfings

® Agency Forms and Publications

® Ordering Spirits

Search LCH | Bosrd Information | Report Wislstor | Ligugr Store |
Product | Video | Contact Us



http://www.liq.wa.gov
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“Licenses & Permits”
bar
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for a liquor license.
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Washington State

Liquor Control Board sl
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Forms & Publications - LIQUOR CONTROL BOARD FORMS AND PUBLICATIONS
bar = FOR DOWNLOAD

¥4 Board Information

To view and print PDF files, you must have VERSION 3.0 OR NEWER of
Adobe’'s Acrobat Reader. This is available free of charge from the Adohe
LTI oI ek Site which you can visit by clicking the button below
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f;\l Licenses & Permits

¥ Laws and Rules Applications And Forms

Brochures, FAQ's, Guides, Information, Newsletters And Publications
Beer And Wine Tax Reporting

Retail Price Calculators

These excel spreadsheets contain the formulas used by the Washington
State Liquor Control Board to calculate the retail cost of product sold in our
stores.

Links Far Your Information
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Washington State
Liquor Control Board

Tuesday, September 2, 2008

Address:
PO Box 43075
3000 Pacific Avenue SE

Clympia. WA 98504-3075

g_j Forms & Public ations

o= Directions to the Liquor Contrel Board or use Mapguest point to point driving
oot

f Stores and Products

% Contact Infoermation

E-mail: wslch@lig wa gov

General Information: (360} 664-1600

Licenses & Permits

Liquor Licensing Questions: 360-664-1600

@ Laws and Rules

Licensee Briefings Schedule and Contact Information
Questions About Enforcement of Liquor Laws and Rules: 360-664-1600

Toll free anonymous hotline for alcohol or tobacco related complaints 1-888-838-3
or Report a Violatar

lMandatory Alcohol Server Training: (360) 664-1600 or Contact Server Permit
Program Form

Find yvour Local Liquor Store

lMedia Relations: (360} 664-1774

Public Records Request: (360} 664-1714 or publicrecords{@lig wa gov

Contact your Local Enforcement Office

Rule Information about Proposed Rules: (360) 664-1648 or rules@liq wa gov

Employment Opportunities

Access Washington Online Telephone Directory and E-mail Directory




Craft Distillery Operation Licensee
Acknowledgement

Pricing shall be determined by the WSLCB
Production reporting forms
_ate or incorrect reports

The Board may require a surety bond for
non-compliance

Comply with the RCW and Rules




Question

Who is the closest/"local” TTB
representative or contact?




Alcohol and Tobacco
Tax and Trade Bureau

TTB Northwest Field Office

915 2nd Avenue, Suite 2888
Seattle, WA 98174

Ph: 206.553.1700 | F:
202.435.7053




Alcohol and Tobacco
Tax and Trade Bureau

www.ttb.gov

Alcohol and Tobacco Tax and Trade Bureau,
National Revenue Center,

550 Main Street, Suite 8002,

Cincinnati, Ohio 45202

1-877-882-3277 or directly at (513) 684-
3334.

ttbguestions@ttb.gov.
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DISTILLED SPIRITS

News and Events

+ Comment Period Extended for Notice Mo. 83, Proposed Revision

DISTILLED OTHER
ALCOHOL

SPIRITS
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E-mail Updates

of Distilled Spirits Plant Regulations

In Motice Mo. 83, TTB proposes to amend its distilled spirits plant
regulations to make them easier to understand. VWe have extended the
comment period from August 5, 2008, until Movember 5, 2008 (see
Motice MNo. 88} Submit comments via Regulations gov, by going to
Docket No. TTE-2008-0004 and selecting the “Add Comments” icon
for Motice Mo. 83. To submit comments by other methods, see the
instructions in the notice. (08/01/2008)

Registration 5till Open for Final 20086 COLAs Online Workshop
TTB is hosting the last COLAs Online Workshop for 2008 in Boston
Massachusetts. There is no cost to attend, but registration is required
Read more. (07/18/08)

m View Calandar

News & Events Archives

Information By Topic

Distilled Spirits L aws and Requlations

Industry Circulars, Rulings and Procedures

Comment on Rulemaking

Exporting = U5 Requirements for Exporting Alcohol Beverages

Permits

Spirits Producers and Bottlers

Labeling> Mandatory Labeling Requirements = COLAs Online =
Public COLA Reqistry Search = COLAs Online eMews = Labels with

Organic Claims = Methods = Pre-COLA Evaluation

Wholesalers
Retailers

Trade Practices

Quick Links

Alcohol Beverage Control
Boards

Alcohol FAQs
Approved Sureties
Distilled Spirits Importers

Distilled Spirits Industry
Statistics

Forms
Gauging Manual Tables 1 -7

What You Should Know About
Distilled Spirits Labels

Mandatory Labeling
Requirements

Metric Conversion Chart

Tax Rates

How dol...?

Sell Tax-Free Alcohol to an
Approved User?

Become a Distilled Spirits
Industry Member?

Obtain Labeling and
Formulation Approval?

Determine and Pay Taxes?
Submit a Product Sample?

Determine Special
Occupational Tax Liability?

File a Disaster Claim?

Contact a TTB Distilled Spirits
Expert?



http://www.ttb.gov

Other Laws Related To Spirits.




Samples
WAC 314-64-08001

s Spirit samples
s 10 authorized retail licensees
s For the purpose of negotiating a sale.

= Without charge

s Single samples

s 10 retail licensees authorized to sell
spirits
e And their employees.




Samples
WAC 314-64-08001

s Limited to 1.7 ounces (50 ml)

= No more than one sample of each product may
be provided to any one licensed business.

= Samples must be purchased at retail from the
board from existing stocks or by special order




Samples
WAC 314-64-08001

= Products not previously purchased

® or existing products with a change in alcohol proof or
formula may be sampled.

s Must retain records of sampling for a period of
two years.

® The records shall include the brand and type of sample
and the date of sampling.




Representative’'s/Agent’s License

RCW 66.24.310 WAC 314-44-005
s Canvass or solicit, = Accredited

s Receive or take representative of a
orders o distiller

e for the purchase or e manufacturer
sale of liquor, e importer

= Contact any e or distributor of
licensees in spirituous liquor

goodwill activities




TIED-HOUSE LAW

= RCW 66.28.010

= Retail and Non Retail
Relationships

e No Financial Interest in retail
accounts

e Equal Responsibility




Tied-House
Recent Changes and exceptions

Sports Entertainment Facilities

® May enter into arrangements for brand
advertising

® Promotion of events held at the facility

= capacity of five thousand people or
more

a Shall not be used as an inducement to
purchase the products

= nor shall it result in the exclusion of
brands or products of other companies.

® Exception to RCW 66.28.010




Liquor Advertisements

WAC 314-52-040

e Prohibits any prizes redeemable through
a retail liquor licensee.

e Cannot offer an instant redeemable
rebate.




Novelty Advertising
WAC 314-52-080

e Provides benefit to retail licensee

e Novelty items may be sold to retailers
at or above acquisition cost.

e Example of Novelty Items:

coasters, menu cards, napkins, mugs,
glasses, etc.




Point-of-Sale (POS)

WAC 314-52-113

e Point-of-sale material may be
provided to retail licensees without
charge

e Example of POS:

Matches, calendars, recipes, price
cards, table tents




Joint Advertising Prohibited

WAC 314-52-090

e Cannot provide advertising for retail
licensees

e Name of licensee shall not appear

e Retailers may mention brands at own cost




Prohibited Practices

WAC 314-12-140

s Contracts

s Gifts

= Rebates

= Installation services
= Novelty Items

= MUST BE CHARGED




Courses of Instruction
RCW 66.28.150

s Conduct courses of instruction
® | icensees
® Their employees,
® On the subject of spirituous liquor
e Without charge

s May furnish with the instruction
® Spirituous liquor

® Other equipment, materials, and utensils as
may be required or courses of instruction.

= Given within the state of Washington.




Educational Activities
RCW 66.28.155

May conduct educational activities

Information on the subject of spirituous liquor
including but not limited to:

Retailer to schedule a series appearances in an
effort to equitably represent the industries.

Not permitted to receive compensation or
financial benefit




Promotion at colleges and universities
RCW 66.28.160

= May not conduct promotional activities

= May not engage in activities that facilitate or
promote the consumption by the students.

s Does not prohibit:

The sale of alcoholic beverages, by retail licensees on their
licensed premises, to persons of legal age and condition to
consume alcoholic beverages;

Sponsorship of broadcasting services for events on a college or
university campus;

Liquor advertising in campus publications; or

Financial assistance to an activity and acknowledgment of the
source of the assistance, if the assistance, activity, and

acknowledgment are each approved by the college or
university administration.




For tax information and
calculations.

Click on the

“Forms & Publications”
bar
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WHERE YOUR LIQUOR
DOLLARS GO...

More than 42% of the price of each bottle
supports programs and services for

Washington citizens.

Price at Register
$13.65

State Tax
54.67

34%

imeludes liter amd sales taxes

Markup
£3.36

25%

includees surcharges

Federal Tax
£2.14

16%

Distillery Price
$3.48

25%

_includes 5,12 delivery cost

Goes To:

State General Fund  §5%
Health Services 16%
Citimg/Counties 17%
Edhucaticn Prevention 7%
Ressarch 1%

Goes To:

LLB Operations Tt
Srate General Fund 15%
Cities/Counties L E

Taxes, markup
and fees collected
provide more than
5298 million
annually for state
programs and
services.




Q&A

Who is the "local" or closest contact for
Whatcom/Skagit counties?

Officer Steve Hypse
909 SE Everett Mall Way Suite D-480
Everett, WA 98208-3757

Phone: 425-290-3257
Fax: 425-338-3039

shh@lig.wa.gov




Q&A

. What are the regulations for selling to
merchants outside of the state of Washington?

Must follow TTB and that states laws.
Q. How are internet sales of spirits regulated?

. Internet sales would be prohibited as
Washington currently does not allow internet
sales of Spirits.




Q&A

. Could we locate the tasting room away from the
Distillery?

. No

. Can we sell our product off site from our distillery? (Booth
at Pike Place Market or a fair, or farmer's market?)

. No

Q. What happens once a Craft Distiller produces more than
20,000 gal per year production capacity? Specifically,
does the craft distiller lose the ability to sample & sell
directly?

. You would lose the benefits and license as a Craft Distiller,
no sampling and the fees would go up .




Q&A

. How will the 20,000 gallons per year be measured under the WA craft
distilling law? (i.e. proof gallons?)

. Follow the TTB guidelines.
. Any guidelines regarding contract distilling? (i.e. producing a spirit
product for a 3rd party— example being producing a private label product

for abar or hotel under contract)

. Not allowed under the craft distillery license. Its for its own production.
Would have to become a distillery.




Q&A

. What are some best practices when communicating with the TTB and local
WSL CB with regardsto our distillery operations?

. Straight forward. Call first if you have any questions or concerns.
. Aslong as we satisfy the 51% ingredient rule of the WA Craft Distillery

Law ~ are there any limitations as to the ingredients we can use in our

products? (any chance we can receive a copy of the TTB/FDA approved
ingredient list?

. Will haveto check with TTB.




Closing

Q&A




