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5487-S AMS SHED S2532. 1

SSB 5487 - S AMD 251
By Senator Shel don

Strike everything after the enacting clause and insert the
fol | ow ng:

"NEW SECTION. Sec. 1. The state of Washington currently contracts
out part of its retail sales by allowi ng contract |iquor stores to sell
['iquor. The legislature intends that further contracting out of the
state's retail liquor sales will result in a system that is nore
efficient than public sector retailing. Therefore, the legislature
intends to close a portion of the state's retail liquor stores, to
contract out their operation to private individuals, and to nonitor the
i npact of the store closures.

NEW SECTION. Sec. 2. (1) "Contract |liquor store" nmeans a
privately owned business having an agreenent with the board begi nni ng
after July 1, 2005, to sell spirits and wine in original packaging for
of f-prem ses consunption

(2) "Contract Iliquor store manager" neans an individual person
appoi nted by the board who enters into an agreenent to sell spirits and
wi ne in original packaging for off-prem ses consunption on behal f of
the board in a contract |iquor store.

(3) "Contract Iliquor store agreenent” neans a witten contract
between the board and a contract |iquor store manager that specifies
the terns, conditions, and obligations between both parties.

(4) "State retail liquor store" or "state |iquor store" neans a
state liquor store as used in chapter 66.16 RCW and does not include
contract |iquor stores.

NEW SECTION. Sec. 3. (1) Atask force on the contracting out of
liquor is created to advise the board as it inplenents further
contracting out of |liquor stores. The task force nenbership shal
consi st of:
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(a) One nenber from each caucus of the senate, appointed by the
presi dent of the senate;

(b) One nenber from each caucus of the house of representatives,
appoi nted by the speaker of the house of representatives;

(c) One representative of city governnents, appointed jointly by
the president of the senate and the speaker of the house of
representatives;

(d) One representative of county governnents, appointed jointly by
the president of the senate and the speaker of the house of
representatives;

(e) Arepresentative of the |iquor control board. The board shal
cooperate wth the task force and provide technical expertise and
staffing as the task force may reasonably require;

(f) Arepresentative of the governor's council on substance abuse.

(2) The task force shall choose its cochairs from anong its
menber shi p.

(3) Each nonl egislative nenber of the task force is eligible to be
rei moursed for travel expenses in accordance with RCW 43.03.050 and
43.03.060. Al expenses of the task force, including travel, shall be
paid jointly by the senate and the house of representatives.

(4) The task force shall

(a) Assist the board in determning which state |iquor stores to
cl ose;

(b) Assist the board in determning criteria for awardi ng contract
| i quor store agreenents.

(5) This section expires July 1, 2008.

NEW SECTION. Sec. 4. Notw thstanding any ot her provision of |aw,
the board is directed to inplenent the closure of twenty-five state
liquor stores between July 1, 2007, and Decenber 31, 2007. When
determning which liquor stores to close, the board nust give due
consideration to recommendations fromthe task force. A state |iquor
store may not be cl osed unless one contract |iquor store exists in the
area served by the liquor store, or unless the board determ nes that
reasonabl e alternative access is available to persons who previously
purchased products fromthe state |iquor store that is closing.
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NEW SECTION. Sec. 5. Nothing in this act shall be construed to
require the closing of any contract |iquor stores having contracts with
the board before January 1, 2005, to sell spirits and wne for off-
prem ses consunption, or to require these contract |iquor store
managers to pay a fee to continue to operate their stores.

NEW SECTION. Sec. 6. (1) The board may | ocate one contract |iquor
store within the area served by a closing state retail |iquor store.
The total inventory granted to a contract |iquor store when it opens
must not exceed the total volune that would have been granted to the
closing state liquor store if it was still in operation at that tine.
The board may increase or decrease the anount of the conbined inventory
at contract liquor stores if demand for products changes, provided that
the guidelines for the change of inventory are the sanme as those for

i nventory changes at state retail |iquor stores.
(2) The board shall determne the procedural guidelines of the
contract Iliquor stores including, but not limted to, guidelines

regarding inventory, performance standards, operations, and required
reporting to the board.

(3) The board reserves the right to add, relocate, or close
contract |liquor stores. \Wen adding, relocating, or closing contract
liquor stores, the board nust use the sanme decision process and
criteria that it uses to add, close, or relocate state retail I|iquor
stores and contract |iquor stores. Neither the state of \Washi ngton nor
the board is liable for any changes in the volune of al cohol sales that
may occur following the addition, relocation, or closure of contract
i quor stores.

NEW SECTION. Sec. 7. (1) The board nust advertise the opportunity
for a contract liquor store agreenment in the daily newspaper in the
county where the contract liquor store is to be |ocated. The
advertisement nust include:

(a) The starting date of a contract |iquor store agreenent.

(b) Ceneral selection criteria and procedures for selecting and
appointing a contract |iquor store nanager.

(c) Information on the costs involved in purchasing a contract
i quor store agreenent.

(d) Deadline for receiving applications.
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(e) Directions for obtaining additional information

(2) After the application deadline, a screening conmmttee of board
staff shall evaluate all applications according to the selection
criteria specified in section 8 of this act and recommend applicants
for an interview. A separate interview conmttee of board staff wl|
t hen conduct personal interviews wth the remaining applicants. The
interview commttee shall recommend finalists who are nost qualified
based on the selection criteria specified in section 8 of this act to
the three |iquor control board nenbers.

(3) If an appointed contract |iquor store nanager cannot begin
operation of the contract |liquor store by the required date, the three
I iquor control board nenbers may sel ect another applicant fromthe |ist
of finalists recomended by the interview committee.

(4) The board nust take into account I nput from |oca
jurisdictions, schools, and churches pursuant to RCW 66.24.010 when
determ ning | ocations for contract |iquor stores.

(5) This section does not apply if a contract |iquor store manager
dies or becones indefinitely disabled and is succeeded by a famly
menber or assignee as provided in section 10 of this act.

NEW SECTION. Sec. 8. (1) The board may adopt rules regarding the
criteria for awarding contract |iquor store agreenents, and nust give
due consideration to the reconmmendati ons of the task force regarding
these criteria.

(2) When the board selects a contract |iquor store manager, the
board nust evaluate the know edge, skills, and abilities of al
applicants in the foll ow ng areas:

(a) Specific experience selling spirits and wine in state retai
i quor stores in Washington, and being famliar with WAshi ngton state's

inventory system liquor control rules and |laws, and state retail
i quor store procedures;
(b) Retail business experience including, but not limted to,

responsibility for inventory control, cash accountability, supervision
of personnel, and custoner service;

(c) Know edge of retail operations or business nmanagenent,
i ncluding study or training in those or related fields;

(d) Custoner service skills and ability to communicate and work
effectively with the public;
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(e) Whether the applicant's health permts full-tinme supervision of
a contract |iquor store;

(f) The applicant's record of felony conviction, conviction of a
crime relating to noney managenent fraud, or a history of conviction of
crimes relating to the abuse of al cohol or controlled substances;

(g) The applicant's financial ability to purchase or |ease and
equip the contract |iquor store at the board-approved | ocation, and to
pay the required contract |iquor store agreenent fee;

(h) Possession of a certificate of liability insurance fromhis or
her insurance carrier.

(3) A contract I|iquor store nmanager mnust be at |east twenty-one
years ol d.
(4) A contract |iquor store nmanager mnust not have any financia

interest in a business licensed as a distillery whose products are sold
i n Washi ngton. For the purposes of this section, "financial interest”
means know ngly having an ownership interest, as a sole proprietor,

partner, |limted partner, or stockholder in any direct or indirect
i nterest through a device such as a hol di ng conpany.
(5) A contract Iliquor store manager mnust not know ngly provide

anything of value in return for sonething of value to any distillery
whose products are sold in Washington, provided that this does not
prohi bit persons from providing services and conmodities to each ot her
that they routinely provide to the general public under the sane terns.

(6) No contract |iquor store nmanager or nenber of the manager's
househol d or immedi ate famly nmay be enployed by any distillery whose
products are sold in Washi ngton.

NEW SECTION. Sec. 9. (1) The fee for purchasing a contract |iquor
store agreenent when, imediately prior to the agreenent's execution

date, a state retail liquor store was in operation in the area served
by the contract l|iquor store, is two percent of the average gross
annual sales for the last five years at the state retail |iquor store
serving that area. This fee is to be paid to the board upon the
execution of a contract |iquor store agreenent.

(2) The fee for purchasing a contract |iquor store when,

i mredi ately prior to the agreenent's execution date, a contract |iquor
store was in operation in the area to be served by the contract |iquor
store, is two percent of the average gross annual sales for the | ast
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five years at the contract |iquor store serving that area. If the
prior contract |liquor store has not been in operation for five years,
the board shall determ ne a reasonable gross sales period on which to
base the two percent fee.

(3) Fam ly nmenbers of a deceased or indefinitely disabled contract
| i quor store nmanager who replace that nanager are not required to pay
the fee specified in this section.

NEW SECTION. Sec. 10. (1) The board nay adopt rules regarding the
termnation of contract |iquor store agreenents.

(2) A contract liquor store manager nmay termnate a contract |iquor
store agreenent with at |east ninety days' witten notice to the board.
The notice nust specify the reason for the termnation, as well as a
fair purchase price for fixtures and equipnent used in the contract
[iquor store that are required for its continued operation.

(3) The board nay term nate a contract |iquor store agreenent for
good cause. For the purposes of this section, good cause includes, but
is not limted to:

(a) The contract |iquor store manager becones insolvent, unable or
unwi I ling to pay contract |iquor store debts, applies for or consents
to the appointnent of a receiver or trustee, or nekes a general
assi gnnent for the benefit of creditors;

(b) The contract |iquor store nmnager violates any applicable
federal, state, or local statute or any rule adopted by the board
pursuant to this chapter;

(c) The contract liquor store mnmanager has repeated excessive
shortages as verified by audit;

(d) The contract |iquor store manager gives unsatisfactory service
to the comunity as reflected by a pattern of confirnmed and verified
conplaints fromthe public;

(e) The contract |iquor store manager or an enpl oyee of the manager
m sappropriates or participates in msappropriation of noney or other
property of the board or intentionally or negligently violates any
policy or procedure which causes a financial loss to the board;

(f) The contract |iquor store nmanager becones physically or
mentally inpaired, rendering himor her unable to properly perform or
fulfill the contract |iquor store manager's duties either permanently

or for an indefinite period;
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(g) The contract liquor store manager uses or allows the use of the

contract liquor store prem ses for any activity illegal under federal,
state, or local |aws.
(4) Upon the death or incapacity of the contract |iquor store

manager, the board may appoint a surviving famly nenber or assignee
who has been actively involved in the business to manage the contract
liquor store, provided the board determnes the famly nenber or
assignee is qualified according to section 8 of this act.

NEW SECTION. Sec. 11. (1) The board nay adopt rules regarding the
shi pping and inventory of liquor to contract |iquor stores.

(2) The board shall ship to the contract |liquor store on a prepaid
freight basis, liquor that is to be kept for sale by the contract
[ iquor store nmanager. The board shall maintain ownership over all
[iquor until the tinme it is properly sold.

(3) The board shall determ ne by rule, and in accordance with RCW
66. 16. 080, the hours during which contract |liquor stores are allowed to
sell liquor, and procedures for displaying Iiqguor when |iquor sales are
not al | owed.

(4) The board shall determ ne the amounts, classes, varieties, and
brands of liquor listed for sale statewide. The board shall work with
the contract |iquor store manager to ensure a choice of products to the
comunity being served. Were itens are in short supply, the contract
i quor store manager shall have an equal opportunity to order and
receive these itens.

(5) The board shall issue and distribute price lists showi ng the
price to be paid by purchasers for each itemof liquor for sale at the
contract |iquor store.

(6) The board shall assign licensees' accounts to a state retai

i quor store or contract |iquor store. No solicitation of licensee
accounts is allowed. The board wll normally assign restaurant
accounts to the nearest state retail liquor store or contract |iquor

st ore. Any discounts currently received by |icensees shall also be
honored at contract |iquor stores.

(7) The board shall provide a bank account, in the |ocal comunity
where possible, for daily deposit of funds derived from the sale of
I i quor and banquet permts by the contract |liquor store manager. Daily
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deposit of funds by the contract |iquor store manager is required
unl ess an exception has been agreed to in witing by the board and the
contract |iquor store manager.

(8) The board shall pay the contract |iquor store nanager on or
about the tenth day of the nonth followng the nonth of sale, after
recei pt of sales reports and transaction summari es, an anount equal to
the conpensation formula to be determined by the board by rule.
Conpensation nust include a base rate and a tiered comm ssion based on
sal es. The board may increase contract |iquor store conm ssions to
attract or maintain contract |iquor store nmanagers. The conpensati on
formula nust be reviewed before July 1 every two years, and the
conpensation rates may be adjusted by the board. Al  proposed
conpensation adjustnents nust be approved by the board and by the
director of the office of financial nmanagenent, in accordance wth RCW
66. 08. 026.

(9) Any operating shortages verified by formal audit shall be
deducted from any conpensation due and owing to the contract |iquor
store manager until the anmount of the shortage is paid in full. The
board will allow shortages of one-half of one percent of the contract
| i quor store nmanager's gross sales during the audit period to be paid
at cost. Shortages in excess of one-half of one percent shall be paid
at full retail price.

(10) The board is authorized to inspect the contract |iquor store
and its books at any reasonable time for conpliance wth the
regulations of this chapter, and any rules adopted by the board
regarding this chapter.

NEW SECTION. Sec. 12. (1) Contract liquor store managers shal
sell the board's liquor to retail custonmers and all eligible Iiquor
licensees on the contract liquor store prem ses at prices set by the
boar d.

(2) Contract liquor store managers shall maintain the security of,
and prevent damage to, the liquor and any other property of the board.

(3) Contract liquor store managers shall account for all inventory,
sal es, and receipts on forns or equi pnent and at tinme intervals as may
be required by the board.

(4) Contract | i quor store nmanagers shall display [|iquor
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attractively and nmaintain the contract |iquor store premses in a
manner that allows custoners a clean, confortable, and safe environnent
to make purchases.

(5) Contract |iquor store managers are responsible for receiving
freight shipnments and nmaintaining an accurate count of nerchandise
recei ved.

(6) Contract liquor store managers shall maintain sufficient hours
of operation at convenient tines to serve the public, as determ ned by
the board, and shall follow the board' s guidelines for the display of
[ iquor when liquor is not allowed to be sold. No liquor sales, except
beer or wi ne under a beer and/or w ne specialty shop |icense or beer
and/or wne grocery store license, shall be nmade by contract |I|iquor
store managers on Sundays unless RCW66.16.080 is nodified or repeal ed
to allow such sales. Contract |iquor stores nay open or close on state
hol i days at the discretion of the contract |iquor store manager.

(7) Contract liquor store managers shall request the liquor itens
offered by the contract |iquor store for sale each week. The weekly
requi sitions shall be based on what may be reasonably expected to neet
custoner and |icensee demand, subject to the restrictions on total
inventory specified in section 6 of this act.

(8) Contract liquor store managers shall adhere to the policy and
gui del i nes of the board concerning the operation of the contract |iquor
store related to the control of the board' s assets and conply wth
| egal requirenents under |ocal, state, and federal |aw.

(9) Contract I|iquor store managers shall conply with adverti sing
restrictions in accordance with RCW 66. 08. 060.

(10) Contract liquor store managers shall conply with the use of
t he WAshington state insignia or references to the board' s restrictions
in accordance with rul es adopted by the departnent.

(11) Contract |iquor store nmanagers may also hold or apply for a
license to sell beer under a beer and/or w ne specialty shop |license
under RCW 66.24. 371 or a beer and/or wi ne grocery store |icense under
RCW 66. 24. 360. If |icensed, the contract |iquor store manager nay sel
beer purchased froma duly |icensed beer distributor, on the pren ses
of the contract |iquor store.

(12) Contract I|iquor store managers shall not sell 1iquor other
than at the contract |iquor store prem ses, unless licensed to do so.
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(13) Contract liquor store managers shall not deliver any liquor to
a purchaser at a location other than the contract |iquor store.

(14) Contract l|iquor store managers shall not withdraw or allowto
be w thdrawn nerchandi se for any purpose other than sale at current
board prices. Damaged or defective nerchandise may be destroyed in
accordance with procedures adopted by rule by the departnent.

(15) Al expenses for enployees hired by contract I|iquor store
managers are the responsibility of the contract |iquor store manager.
Contract liquor store managers nust provide training to enployees
regarding the rules and regulations that apply to contract |[|iquor
st ores.

(16) Contract Iliquor store nmanagers mnust secure board approval
prior to noving a store to a new | ocation. The board nust foll ow al
public notice requirenments specified in RCW66. 24. 010.

(17) Contract |iquor store managers shall not sell or allow to be
sold, any liquor, owned by the board, except for cash or credit or
debit cards presented at the tinme of sale.

Personal or business checks may be accepted as cash, but the
contract |iquor store manager is responsible for their val ue. The
board will accept responsibility for check value, when the board has
aut hori zed acceptance of the check froma |icensee account, as a result
of a letter of credit fromthe |licensee's bank, or an agreenment which
has been properly conpleted and is on file with the board.

(18) Contract |iquor store nmanagers nust open the contract |iquor
store and its books and records at any reasonable time to inspection
and audit by the board, the state auditor, the |legislative evaluation
and accountability program and the joint |legislative audit and review
comm ttee.

NEW SECTION. Sec. 13. (1) In addition to other provisions of |aw,
it is unlawful for any contract |iquor store manager or enployee to:

(a) Sell or offer for sale any |iquor other than fromthe original
package or contai ner;

(b) Sell, give away, or permt the sale, gift, or procurenent of
any liquor for or to any person under twenty-one years of age;
(c) Sell, give away, or permt the sale, gift, or procurenent of

any liquor for or to any person apparently intoxicated;

10
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(d) Permt the consunption of any spirits, strong beer, or al cohol
on the prem ses by any person;

(e) Alter, change, or msrepresent the quality, quantity, or brand
name of any liquor with the intent to defraud;

(f) Permt any person under twenty-one years of age to sell or give
liquor to any other person, except to assist a cashier who is twenty-
one years of age or older; or

(g) Purchase or otherw se obtain liquor in any manner or from any
source other than that specifically authorized in this title.

(2) Violations of any provision of this chapter or any rule adopted
by the board, or any false statenent concerning any material fact, or
omssion of any material fact in submtting an application for a
contract liquor store agreement or in any hearing concerning the
suspensi on or revocation of a contract |iquor store agreenent, or the
conmmi ssion of any of the acts declared in this chapter to be unlawful,
is subject to disciplinary action by the board, including suspension or
revocation of the contract |iquor store agreenent. No fees paid for
the contract liquor store agreenent will be refunded. The board shal
develop rules to inplenment and enforce this subsection and nmay assess
an adm ni strative penalty for violations.

(3) Nothing in this chapter or any rule of the board prevents or
prohi bits any contract |iquor store manager from enpl oyi ng any person
who is at | east eighteen years of age to serve in any contract |iquor
store, or from having a person assist a person twenty-one years of age
or older who handles, sells, or delivers spirits, strong beer, or
al cohol under this chapter.

NEW SECTION. Sec. 14. (1) The board shall assune liability for
| oss of board-owned property when a burglary, robbery, fire, or |oss
due to an act of nature occurs, as long as the contract |iquor store
manager has i npl enented reasonabl e precauti ons as determ ned by rule by
the departnent. Loss prevention neasures and precautions wll be
reviewed, and revised annually if necessary, by agreenent of the board
and the contract |iquor store manager.

(2) The contract |iquor store manager is responsible for providing
adequate insurance coverage at his or her own expense to protect
against his or her portion of the legal liability arising out of
activities as a contract |iquor store nmanager.

11
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(3) The contract liquor store manager shall provide a certificate
of liability insurance fromthe insurance carrier to the board.

(4) The contract |iquor store manager is an i ndependent contractor.
Nei ther the contract |iquor store manager nor the contract |iquor store
manager's enpl oyees are enpl oyees of the board, and are not entitled to
any of the rights, benefits, or privileges accorded to enpl oyees of the
state of Washi ngt on.

(5) Any clainms or damages arising out of the contract |iquor store
manager's operation of a nonliquor sales business or sales of goods
other than liquor are the contract |I|iquor store nmanager's sole
responsi bility. The contract I|iquor store manager indemifies the
board for any damages and costs of suit, however denom nated, arising
fromthose activities.

(6) The board assunes no liability with respect to any bodily
injury, the contract Iliquor store nmanager's portion of [|iquor
liability, illness, accident, theft, or any other damages or | osses
concerni ng persons or property, except as provided in subsection (1) of
this section.

NEW SECTION. Sec. 15. The joint legislative audit and review
commttee is directed to study the inpacts of further contracting out
the state's retail sale of liquor, and to deliver a report on their
findings to the legislature by Decenber 31, 20009. The | egislature
directs that the inpacts to be studied shall include, but shall not be
limted to: Underage access to alcohol in state retail |iquor stores
and contract |iquor stores; alcohol consunption rates; state revenue;
traffic accidents and fatalities related to al cohol use; and crines
directly related to al cohol use.

NEW SECTION.  Sec. 16. (1) For the purpose of carrying into effect
the provisions of this chapter according to their true intent or of
supplying any deficiency therein, the board may nmake regul ati ons not
inconsistent with the spirit of this chapter as deened necessary or
advi sabl e. Al'l regulations shall be a public record, filed in the
office of the code reviser, and have the sane force and effect as if
incorporated in this chapter.

(2) Wthout limting the generality of the provisions contained in

12
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subsection (1) of this section, it is declared that the power of the
board to make regulations in the manner set out in subsection (1) of
this section shall extend to:

(a) Regulating the equipnment and nmanagenent of contract |iquor
stores in which state liquor is sold or kept, prescribing the books and
records to be kept, and the reports to be nmade to the board;

(b) Prescribing the duties of contract |iquor store managers and
their enployees, and regulating their conduct in the discharge of their
duti es;

(c) Governing the purchase of Iliquor by the state and the
furnishing of liquor to contract |iquor stores established under this
chapter;

(d) Determning the classes, varieties, and brands of |iquor to be
kept for sale at any contract |iquor store;

(e) Prescribing, subject to RCW66.16.080, the hours during which
the contract liquor stores shall be kept open for the sale of |iquor,
and procedures for the display of |iquor when the stores are open, but
not allowed to sell liquor;

(f) Providing for the issuing and distributing of price lists
showi ng the price to be paid by purchasers for each variety of |iquor
kept for sale under this chapter;

(g) Prescribing an official seal and official |abels and stanps and
determ ning the manner in which they shall be attached to every package
of liquor sold or sealed under this title, including the prescribing of
different official seals or different official |abels for different
cl asses of |iquor;

(h) Providing for the paynent by the board in whole or in part of
the carrying charges on |iquor shipped by freight or express;

(1) Prescribing forns to be used for purposes of this chapter or
the regulations, and the ternms and conditions to be contained in

contract |iquor store agreenents issued under this title, and the
qualifications for receiving a contract |iquor store agreenent issued
under this chapter, including a crimnal history record information

check. The board may submt the crimnal history record information
check to the Washington state patrol and to the identification division
of the federal bureau of investigation in order that these agencies may
search their records for prior arrests and convictions of the
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i ndi vidual or individuals who filled out the forns. The board shal
require fingerprinting of any applicant whose crimnal history record
information check is submtted to the federal bureau of investigation,;

(Jj) Prescribing the fees payable in respect of contract |iquor
store agreenments issued under this chapter for which no fees are
prescribed in this chapter, and prescribing the fees for anything done
or permtted to be done under the regul ations.

Sec. 17. RCW66.08.026 and 2004 ¢ 63 s 1 are each anended to read
as follows:

All adm nistrative expenses of the board incurred on and after
April 1, 1963, shall be appropriated and paid fromthe |iquor revol ving

fund. These adm nistrative expenses shall include, but not be limted
to: The salaries and expenses of the board and its enpl oyees, the cost
of establishing, |easing, nmaintaining, and operating state |I|iquor

stores and war ehouses, |egal services, pilot projects, annual or other
audits, and other general costs of conducting the business of the

board, and the <costs of supplying, installing, and naintaining
equi pnment used in state liquor stores and agency |iquor vendor stores
for the purchase of Iliquor wusing debit or <credit cards. The

adm ni strative expenses shall not, however, be deened to include costs
of liquor and lottery tickets purchased, the cost of transportation and
delivery to the point of distribution, other costs pertaining to the
acquisition and receipt of liquor and lottery tickets, packaging and
repackagi ng of |iquor, ((ageney)) conm ssions for ((ageney)) contract
liquor ((wender)) stores, transaction fees associated with credit or
debit card purchases for liquor in state liquor stores and in the
((stores—of—ageney)) contract |iquor ((wenders)) stores pursuant to RCW
66. 16. 040 and 66.16.041, sales tax, and those anounts distributed
pursuant to RCW 66.08.180, 66.08.190, 66.08.200, 66.08.210 and
66. 08. 220. ((Ageney)) Comm ssions for ((agenrey)) contract |iquor
((vendoer)) stores shall be established by the liquor control board
after consultation with and approval by the director of the office of
financial managenent. All expenditures and paynent of obligations
aut hori zed by this section are subject to the allotnent requirenents of
chapter 43.88 RCW

14
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Sec. 18. RCW66.08.150 and 2003 ¢ 320 s 1 are each anended to read
as follows:

(1) The action, order, or decision of the board as to any denial of
an application for the reissuance of a permt or |license or as to any
revocation, suspension, or nodification of any permt ((ef)), license,_
or contract liquor store agreenent shall be an adjudicative proceeding
and subject to the applicable provisions of chapter 34.05 RCW

((5)) (2) An opportunity for a hearing may be provided an
applicant for the reissuance of a permt or license prior to the
di sposition of the application, and if no such opportunity for a prior
hearing is provided then an opportunity for a hearing to reconsider the
application nust be provided the applicant.

(()) (3) An opportunity for a hearing nust be provided a
permttee ((e+)), licensee, or contract |iquor store nmanager prior to
a revocation or nodification of any permt ((e+)), license, or contract
liquor store agreenent and, except as provided in subsection ((4)))
(5) of this section, prior to the suspension of any permt ((e+)),
license, or contract liquor store agreenent.

((3))) (4) No hearing shall be required until demanded by the
applicant, permttee, ((eF)) licensee, or contract liquor store
nanager .

((64»)) (5) The board may summarily suspend a license ((eF)) .
permt, or contract liquor store agreenent for a period of up to one
hundred eighty days wthout a prior hearing if it finds that public
health, safety, or welfare inperatively require energency action, and
incorporates a finding to that effect inits order; and proceedings for
revocation or other action nust be pronptly instituted and determ ned.
The board's enforcenent division shall conplete a prelimnary staff
investigation of the violation before requesting an energency
suspensi on by the board.

Sec. 19. RCW66.08.220 and 1999 ¢ 281 s 2 are each anmended to read
as follows:

The board shall set aside in a separate account in the I|iquor
revolving fund an anmount equal to ten percent of its gross sales of
liquor, including sales by contract liquor stores, to spirits, beer
and wi ne restaurant; spirits, beer, and wne private club; and sports
entertainment facility |Ilicensees <collected from these |icensees
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pursuant to the provisions of RCW82.08.150, less the fifteen percent

di scount provided for in RCW66.24.440; and the noneys in said separate
account shall be distributed in accordance with the provisions of RCW
66. 08. 190, 66.08.200 and 66.08.210: PROVI DED, HOWEVER, That no
el ection unit in which the sale of liquor under spirits, beer, and w ne
restaurant; spirits, beer, and wne private club; and sports

entertainment facility licenses is unlawful shall be entitled to share
in the distribution of noneys from such separate account.

Sec. 20. RCWG66.24.440 and 1998 c 126 s 8 are each anended to read
as follows:

Each spirits, beer, and w ne restaurant, spirits, beer, and w ne
private club, and sports entertainnent facility |icensee shall be
entitled to purchase any spirituous liquor itens sal able under such
license fromthe board, including contract Iiquor stores, at a discount
of not less than fifteen percent from the retail price fixed by the
board, together with all taxes.

Sec. 21. RCW66.08.050 and 1997 ¢ 228 s 1 are each anended to read
as follows:

The board, subject to the provisions of this title and the rules,
shal | :

(1) Determne the localities within which state |iquor stores shal
be established throughout the state, and the nunber and situation of
the stores within each locality;

(2) Appoint in cities and towns and ot her comrunities, in which no
state liquor store is |located, contract |iquor ((wvenders)) stores. In
addi tion, the board nay appoint, in its discretion, a manufacturer that
al so manufactures |iquor products other than wi ne under a |icense under
this title, as a vendor for the purpose of sale of |iquor products of
its own manufacture on the licensed prem ses only. Such Iiquor vendors
shall be agents of the board and be authorized to sell liquor to such
persons, firms or corporations as provided for the sale of liquor from
a state liquor store, and such vendors shall be subject to such
additional rules and regulations consistent with this title as the
board may require;

(3) Establish all necessary warehouses for the storing and

16
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bottling, diluting and rectifying of stocks of liquors for the purposes
of this title;

(4) Provide for the leasing for periods not to exceed ten years of
all premses required for the conduct of the business; and for
renmodel i ng the sanme, and the procuring of their furnishings, fixtures,
and supplies; and for obtaining options of renewal of such |eases by
the lessee. The terns of such leases in all other respects shall be
subject to the direction of the board,

(5) Determ ne the nature, formand capacity of all packages to be
used for containing |iquor kept for sale under this title;

(6) Execute or cause to be executed, all contracts, papers, and
docunents in the nanme of the board, under such regul ations as the board
may fix;

(7) Pay all custons, duties, excises, charges and obligations
what soever relating to the busi ness of the board;

(8 Require bonds from all enployees in the discretion of the
board, and to determne the anount of fidelity bond of each such
enpl oyee;

(9) Perform services for the state lottery comm ssion to such
extent, and for such conpensation, as may be mnutually agreed upon
bet ween the board and the conmm ssion;

(10) Accept and deposit into the general fund-local account and
di sburse, subject to appropriation, federal grants or other funds or
donations from any source for the purpose of inproving public awareness
of the health risks associated with al cohol consunption by youth and
the abuse of alcohol by adults in Wshington state. The board's
al cohol awareness program shall cooperate with federal and state
agenci es, interested organi zations, and individuals to effect an active
public beverage al cohol awareness program

(11) Performall other matters and things, whether simlar to the
foregoing or not, to carry out the provisions of this title, and shal
have full power to do each and every act necessary to the conduct of
its business, including all buying, selling, preparation and approval
of forms, and every other function of the business whatsoever, subject
only to audit by the state auditor: PROVI DED, That the board shal
have no authority to regulate the content of spoken |anguage on
licensed prem ses where wine and other liquors are served and where
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there is not a clear and present danger of disorderly conduct being
provoked by such | anguage.

Sec. 22. RCW 66.08.235 and 2002 ¢ 371 s 918 are each anmended to
read as foll ows:

The liquor control board construction and nai ntenance account is
created within the state treasury. The liquor control board shall
deposit into this account a portion of the board' s markup, as
aut hori zed by chapter 66.16 RCW placed upon |iquor as determ ned by
the board. Moneys in the account nmy be spent only after
appropriation. The liquor control board shall use deposits to this
account to fund <construction and nmaintenance of a centralized
di stribution center for |iquor products intended for sale through the
board's liquor store and ((wender)) contract |iquor store system
During the 2001-2003 fiscal biennium the legislature may transfer from
the liquor control board construction and mai ntenance account to the
state general fund such anounts as reflect the appropriations
reductions nmade by the 2002 supplenental appropriations act for
adm ni strative efficiencies and savi ngs.

Sec. 23. RCW66.04.010 and 2004 ¢ 160 s 1 are each anended to read
as follows:

In this title, unless the context otherw se requires:

(1) "Alcohol"™ is that substance known as ethyl alcohol, hydrated
oxide of ethyl, or spirit of wine, which is commonly produced by the
fernmentation or distillation of grain, starch, nolasses, or sugar, or
ot her substances including all dilutions and mxtures of this
subst ance. The term "alcohol" does not include alcohol in the
possessi on of a manufacturer or distiller of alcohol fuel, as descri bed
in RCW66.12. 130, which is intended to be denatured and used as a fuel
for use in notor vehicles, farminplenents, and nmachi nes or inplenents
of husbandry.

(2) "Authorized representative" nmeans a person who:

(a) I's required to have a federal basic permt issued pursuant to
the federal al cohol admnistration act, 27 U S.C. Sec. 204,

(b) Has its business located in the United States outside of the
state of Washi ngton;

18
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(c) Acquires ownership of beer or wine for transportation into and
resale in the state of Washi ngton; and which beer or wine is produced
anywher e outside Washington by a brewery or w nery which does not hold
a certificate of approval issued by the board; and

(d) I's appointed by the brewery or winery referenced in (c) of this
subsection as its exclusive authorized representative for marketing and
selling its products within the United States in accordance with a
witten agreenment between the authorized representative and such
brewery or winery pursuant to this title. The board may waive the
requirenent for the witten agreement of exclusivity in situations
consistent with the normal marketing practices of certain products
such as classified grow hs.

(3) "Beer" neans any nmlt beverage or nalt liquor as these terns
are defined in this chapter

(4) "Beer distributor" nmeans a person who buys beer froma donestic
brewery, mcrobrewery, beer certificate of approval holder, or beer
i nporters, or who acquires foreign produced beer froma source outside
of the United States, for the purpose of selling the sanme pursuant to
this title, or who represents such brewer or brewery as agent.

(5) "Beer inporter" neans a person or business wthin WAshi ngton
who purchases beer from a beer certificate of approval holder or who
acquires foreign produced beer from a source outside of the United
States for the purpose of selling the same pursuant to this title.

(6) "Brewer" or "brewery" nmeans any person engaged in the business
of manufacturing beer and malt liquor. Brewer includes a brand owner
of malt beverages who holds a brewer's notice with the federal bureau
of al cohol, tobacco, and firearns at a |l ocation outside the state and
whose malt beverage is contract-produced by a licensed in-state
brewery, and who may exercise within the state, under a donestic
brewery |icense, only the privileges of storing, selling to |icensed
beer distributors, and exporting beer fromthe state.

(7) "Board" neans the liquor control board, constituted under this
title.

(8 "dub" nmeans an organization of persons, incorporated or
uni ncor por ated, operated solely for fraternal, benevol ent, educational,
athletic or social purposes, and not for pecuniary gain.

(9) "Consune" includes the putting of liquor to any use, whether by
dri nki ng or otherw se.
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(10) "Dentist" neans a practitioner of dentistry duly and regularly
i censed and engaged in the practice of his profession within the state
pursuant to chapter 18.32 RCW

(11) "Distiller" nmeans a person engaged in the business of
distilling spirits.

(12) "Donestic brewery" neans a place where beer and malt |iquor
are manufactured or produced by a brewer within the state.

(13) "Donmestic wi nery" neans a place where wi nes are nmanufactured
or produced within the state of Washi ngton.

(14) "Druggist" neans any person who holds a valid certificate and
is a registered pharmacist and is duly and regularly engaged in
carrying on the business of pharmaceutical chem stry pursuant to
chapter 18.64 RCW

(15) "Drug store" neans a place whose principal business is, the
sal e of drugs, nedicines and pharmaceutical preparations and nai ntains
a regul ar prescription departnent and enploys a regi stered pharnmaci st
during all hours the drug store is open.

(16) "Enpl oyee" nmeans any person enpl oyed by the board((;—neluding
a—vendor—as—heretnalter—n—ths—section—delined) ) .

(17) "Fund" neans 'liquor revolving fund.'

(18) "Hotel" means every building or other structure kept, used,
mai nt ai ned, advertised or held out to the public to be a place where
food is served and sleeping accommobdations are offered for pay to
transient guests, in which twenty or nore roons are used for the
sl eepi ng accommodati on of such transient guests and having one or nore
dining roons where neals are served to such transient guests, such
sl eepi ng acconmodati ons and dining roons being conducted in the sane
bui | di ng and buil di ngs, in connection therewith, and such structure or
structures being provided, in the judgnent of the board, wth adequate
and sanitary kitchen and dining room equipnment and capacity, for
preparing, cooking and serving suitable food for its guests: PROVIDED
FURTHER, That in cities and towns of I|ess than five thousand
popul ation, the board shall have authority to waive the provisions
requiring twenty or nore roons.

(19) "lnporter” nmeans a person who buys distilled spirits from a
distillery outside the state of Washington and inports such spirituous
liquor into the state for sale to the board or for export.

(20) "l nprisonnment” nmeans confinenent in the county jail.
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(21) "Liquor" includes the four varieties of liquor herein defined
(al cohol, spirits, wine and beer), and all fernented, spirituous,
vinous, or malt liquor, or conbinations thereof, and m xed liquor, a
part of which is fermented, spirituous, vinous or malt |iquor, or
ot herwi se intoxicating; and every liquid or solid or sem solid or other
subst ance, patented or not, containing al cohol, spirits, w ne or beer,
and all drinks or drinkable liquids and all preparations or m xtures
capabl e of human consunption, and any liquid, semsolid, solid, or
ot her substance, which contains nore than one percent of alcohol by
wei ght shall be conclusively deenmed to be intoxicating. Li quor does
not include confections or food products that contain one percent or
| ess of al cohol by weight.

(22) "Manufacturer" nmeans a person engaged in the preparation of
liquor for sale, in any form whatsoever.

(23) "Malt beverage" or "malt |iquor"” neans any beverage such as
beer, ale, l|ager beer, stout, and porter obtained by the alcoholic
fermentation of an infusion or decoction of pure hops, or pure extract
of hops and pure barley nmalt or other whol esone grain or cereal in pure
wat er containing not nore than eight percent of alcohol by weight, and
not |less than one-half of one percent of alcohol by vol une. For the
purposes of this title, any such beverage containing nore than eight
percent of al cohol by weight shall be referred to as "strong beer."

(24) "Package" neans any container or receptacle used for hol ding
l'iquor.

(25) "Permt" neans a permt for the purchase of |iquor under this
title.

(26) "Person" neans an individual, copartnership, association, or
cor porati on.

(27) "Physician" nmeans a nedical practitioner duly and regularly
i censed and engaged in the practice of his profession within the state
pursuant to chapter 18.71 RCW

(28) "Prescription" neans a nenorandum signed by a physician and
given by himto a patient for the obtaining of liquor pursuant to this
title for medicinal purposes.

(29) "Public place" includes streets and alleys of incorporated
cities and towns; state or county or township highways or roads;
bui | di ngs and grounds used for school purposes; public dance halls and
grounds adj acent thereto; those parts of establishnents where beer may
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be sold under this title, soft drink establishnents, public buildings,
public neeting halls, I|obbies, halls and dining roons of hotels,
restaurants, theatres, stores, garages and filling stations which are
open to and are generally used by the public and to which the public is
permtted to have unrestricted access; railroad trains, stages, and
ot her public conveyances of all kinds and character, and the depots and
waiting roonms wused in conjunction therewith which are open to
unrestricted use and access by the public; publicly owned bathing
beaches, parks, and/or playgrounds; and all other places of I|ike or
simlar nature to which the general public has unrestricted right of
access, and which are generally used by the public.

(30) "Regul ations" neans regulations nade by the board under the
powers conferred by this title.

(31) "Restaurant" neans any establishnment provided with special
space and accommbdations where, in consideration of paynent, food,
wi thout | odgings, is habitually furnished to the public, not including
drug stores and soda fountains.

(32) "Sale" and "sell"™ include exchange, barter, and traffic; and
also include the selling or supplying or distributing, by any neans
what soever, of liquor, or of any |liquid known or described as beer or
by any nanme whatever commonly used to describe nmalt or brewed |iquor or
of wine, by any person to any person; and also include a sale or
selling wwthin the state to a foreign consignee or his agent in the
state. "Sale" and "sell" shall not include the giving, at no charge,
of a reasonabl e anount of |iquor by a person not |icensed by the board
to a person not l|licensed by the board, for personal use only. "Sale"
and "sell" also does not include a raffle authorized under RCW
9. 46. 0315: PROVI DED, That the nonprofit organization conducting the
raffl e has obtained the appropriate permt fromthe board.

(33) "Soda fountain" neans a place especially equipped wth
apparatus for the purpose of dispensing soft drinks, whether m xed or
ot herw se.

(34) "Spirits" neans any beverage which contains al cohol obtained
by distillation, including w nes exceeding twenty-four percent of
al cohol by vol une.

(35) "Store" neans a state |iquor store established under this
title.
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(36) "Tavern" neans any establishnment with special space and
accommodation for sale by the glass and for consunption on the
prem ses, of beer, as herein defined.

(37) ((=
wanager under this title.

38))) "Wnery" neans a business conducted by any person for the
manuf acture of wne for sale, other than a donestic w nery.

((39Y)) (38) "Wne" neans any alcoholic beverage obtained by
fermentation of fruits (grapes, berries, apples, et cetera) or other
agricultural product containing sugar, to which any saccharine
substances may have been added before, during or after fermentation
and contai ning not nore than twenty-four percent of al cohol by vol une,
including sweet wnes fortified with wine spirits, such as port,
sherry, muscatel and angelica, not exceeding twenty-four percent of
al cohol by volunme and not |ess than one-half of one percent of al cohol
by volune. For purposes of this title, any beverage containing no nore
than fourteen percent of al cohol by volunme when bottled or packaged by
the manufacturer shall be referred to as "table w ne,"” and any beverage
containing alcohol in an anpbunt nore than fourteen percent by vol unme
when bottled or packaged by the manufacturer shall be referred to as
"fortified wwne." However, "fortified wne" shall not include: (a)
Wnes that are both seal ed or capped by cork closure and aged two years
or nore; and (b) wines that contain nore than fourteen percent al cohol
by volunme solely as a result of the natural fernentation process and
t hat have not been produced with the addition of wine spirits, brandy,
or al cohol.

This subsection shall not be interpreted to require that any w ne
be | abeled with the designation "table wine" or "fortified wine."

((46))) (39) "Wne distributor” nmeans a person who buys w ne from
a donestic wnery, wne certificate of approval holder, or wne

i mporter, or who acquires foreign produced wine froma source outside
of the United States, for the purpose of selling the same not in
violation of this title, or who represents such vintner or w nery as
agent .

((4)) (40) "Wne inporter” means a person or business wthin
Washi ngton who purchases wine from a wine certificate of approval
hol der or who acquires foreign produced wine froma source outside of
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the United States for the purpose of selling the sanme pursuant to this
title.

Sec. 24. RCW66.16.030 and 1933 ex.s. ¢ 62 s 6 are each anended to
read as foll ows:

The sale of liquor at each state liquor store shall be conducted by
a person enployed under this title ((teo—-beknrownas—a—vendor—)) who
shall, together with the enployees under his direction, under the
regul ations of the board, be responsible for the carrying out of this
title and the regulations, so far as they relate to the conduct of the
store and the sale of liquor thereat.

Sec. 25. RCW66.16.040 and 2004 ¢ 61 s 1 are each anended to read
as follows:

Except as otherw se provided by |Iaw, an enployee in a state |iquor
store or ((ageney)) contract liquor store may sell liquor to any person
of legal age to purchase alcoholic beverages and may also sell to
hol ders of permts such |Iiquor as may be purchased under such permts.

Where there nmay be a question of a person's right to purchase
i quor by reason of age, such person shall be required to present any
one of the following officially issued cards of identification which
shows hi s/ her correct age and bears his/her signature and photograph:

(1) Liquor control authority card of identification of any state or
provi nce of Canada.

(2) Driver's license, instruction permt or identification card of
any state or province of Canada, or "identicard" issued by the
Washi ngton state departnent of |icensing pursuant to RCW 46. 20. 117.

(3) United States arned forces identification card issued to active
duty, reserve, and retired personnel and the personnel's dependents,
whi ch may include an inbedded, digital signature in lieu of a visible
si gnat ure.

(4) Passport.

(5) Merchant Marine identification card issued by the United States
Coast Cuard.

The board may adopt such regulations as it deens proper covering
the cards of identification listed in this section.

No liquor sold under this section shall be delivered until the
purchaser has paid for the liquor in cash, except as all owed under RCW
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66. 16.041. The use of a personal credit card does not rely upon the
credit of the state as prohibited by Article VIIlI, section 5 of the
state Constitution.

Sec. 26. RCW 66.20.160 and 1973 1st ex.s. ¢ 209 s 4 are each
anmended to read as foll ows:

Words and phrases as used in RCW66. 20. 160 to 66.20. 210, i ncl usi ve,
shal | have the foll ow ng neaning:

"Card of identification" nmeans any one of those cards described in
RCW 66. 16. 040.

"Contract liqguor store enployee" neans a contract |liquor store
manager or a person enployed in a contract liquor store to sell liquor.
"Licensee" neans the holder of a retail liquor license issued by

the board, and includes any enpl oyee or agent of the |icensee.
"Store enpl oyee" neans a person enployed in a state |iquor store

((er—ageney)) to sell |iquor

Sec. 27. RCW 66.20.180 and 1973 1st ex.s. ¢ 209 s 6 are each
anmended to read as foll ows:

A card of identification shall be presented by the hol der thereof
upon request of any |icensee, store enployee, peace officer, or
enforcement officer of the board for the purpose of aiding the
i censee, store enployee, peace officer, or enforcenent officer of the
board to determ ne whether or not such person is of legal age to
purchase |iquor when such person desires to procure liquor from a
licensed establishnment or state liquor store or ((agenrey)) contract
[ iquor store.

Sec. 28. RCW66.24.380 and 2004 ¢ 133 s 2 are each anmended to read
as follows:

There shall be a retailer's license to be designated as a speci al
occasion license to be issued to a not-for-profit society or
organi zation to sell spirits, beer, and wine by the individual serving
for on-prem ses consunption at a specified event, such as at picnics or
other special occasions, at a specified date and place; fee sixty
dol | ars per day.

(1) The not-for-profit society or organization is limted to sales
of no nore than twelve cal endar days per year. For the purposes of
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this subsection, special occasion |icensees that are "agricultural area
fairs" or "agricultural county, district, and area fairs," as defined
by RCW 15. 76. 120, that receive a special occasion |icense may, once per
cal endar year, count as one event fairs that last nultiple days, so
|l ong as al cohol sales are at set dates, tinmes, and | ocations, and the
board receives prior notification of the dates, tines, and | ocati ons.
The special occasion |icense applicant will pay the sixty dollars per
day for this event.

(2) The licensee may sell beer and/or wine in original, unopened
containers for off-prem ses consunption if perm ssion is obtained from
the board prior to the event.

(3) Sale, service, and consunption of spirits, beer, and wine is to
be confined to specified prem ses or designated areas only.

(4) Spirituous liquor sold under this special occasion |icense nust

be purchased at a state liquor store or ((agemrey)) contract |iquor
store without discount at retail prices, including all taxes.
(5 Any violation of this section is a class 1 civil infraction

havi ng a maxi nrum penalty of two hundred fifty dollars as provided for
in chapter 7.80 RCW

NEW SECTION. Sec. 29. Sections 1 through 16 of this act
constitute a new chapter in Title 66 RCW"

SSB 5487 - S AMD 251
By Senator Shel don

On page 1, line 1 of the title, after "Relating to" strike the
remai nder of the title and insert "the privatization of |iquor sales;
amendi ng RCW 66. 08. 026, 66.08.150, 66.08.220, 66.24.440, 66.08.050,
66. 08. 235, 66.04.010, 66.16.030, 66.16.040, 66.20.160, 66.20.180, and
66. 24.380; adding a new chapter to Title 66 RCW and providing an
expiration date."
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