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SUBSTI TUTE SENATE BI LL 5721

AS AMENDED BY THE HOUSE
Passed Legislature - 2007 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Senate Committee on Labor, Commerce, Research & Devel opnent
(originally sponsored by Senator Kohl-Wlles)

READ FI RST TI ME 02/ 28/ 07.

AN ACT Relating to allow ng for financial arrangenents between the
holders of a sports/entertainnment facility and rmanufacturers,
inporters, and distributors; anmendi ng RCW 66. 24. 570; and reenacti ng and
anendi ng RCW 66. 28. 010.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW66.28.010 and 2006 ¢ 330 s 28, 2006 c 92 s 1, and 2006
c 43 s 1 are each reenacted and anended to read as foll ows:

(1)(a) No manufacturer, inporter, distributor, or authorized
representative, or person financially interested, directly or
indirectly, in such business; whether resident or nonresident, shal
have any financial interest, direct or indirect, in any licensed retai
busi ness, unless the retail business is owned by a corporation in which
a manufacturer or inporter has no direct stock ownership and there are
no interlocking officers and directors, the retail license is held by
a corporation that is not owned directly or indirectly by a
manuf acturer or inporter, the sales of liquor are incidental to the
primary activity of operating the property as a hotel, alcoholic
beverages produced by the manufacturer or inporter or their
subsidiaries are not sold at the |icensed premses, and the board
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reviews the ownership and proposed net hod of operation of all involved
entities and determnes that there will not be an unacceptable |evel of
control or undue influence over the operation or the retail |icensee;
nor shall any manufacturer, inporter, distributor, or authorized
representative own any of the property upon which such |icensed persons
conduct their business; nor shall any such |icensed person, under any
arrangenment what soever, conduct his or her business upon property in
which any manufacturer, i nporter, di stri butor, or aut hori zed
representative has any interest unless title to that property is owned
by a corporation in which a manufacturer has no direct stock ownership
and there are no interlocking officers or directors, the retail |icense
is held by a corporation that is not owned directly or indirectly by
the manufacturer, the sales of liquor are incidental to the primry
activity of operating the property either as a hotel or as an
anphitheater offering live nusical and simlar I|ive entertainnent
activities to the public, alcoholic beverages produced by the
manuf acturer or any of its subsidiaries are not sold at the licensed
prem ses, and the board reviews the ownership and proposed nethod of

operation of all involved entities and determ nes that there will not
be an wunacceptable level of control or undue influence over the
operation of the retail |icensee. Except as provided in subsection (3)

of this section, no manufacturer, inporter, distributor, or authorized
representative shall advance nobneys or noneys' worth to a licensed
person under an arrangenent, nor shall such |icensed person receive,
under an arrangenent, an advance of noneys or noneys' worth. "Person"
as used in this section only shall not include those state or federally
chartered banks, state or federally chartered savings and | oan
associ ations, state or federally chartered nutual savings banks, or
institutional investors which are not controlled directly or indirectly
by a manufacturer, inporter, distributor, or authorized representative
as long as the bank, savings and |oan association, or institutiona
i nvestor does not influence or attenpt to influence the purchasing
practices of the retailer with respect to al coholic beverages. Except

as otherwise provided in this section, no manufacturer, inporter,
di stributor, or authorized representative shall be eligible to receive
or hold a retail license under this title, nor shall such manufacturer,

inmporter, distributor, or authorized representative sell at retail any
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[ iquor as herein defined. A corporation granted an exenption under
this subsection may use debt instrunents issued in connection wth
financing construction or operations of its facilities.

(b) Nothing in this section shall prohibit a l|icensed donestic
brewery or mcrobrewery frombeing |icensed as a retailer pursuant to
chapter 66.24 RCWfor the purpose of selling beer or wine at retail on
the brewery premses and nothing in this section shall prohibit a
donmestic winery frombeing licensed as a retail er pursuant to chapter
66. 24 RCW for the purpose of selling beer or wine at retail on the
W nery prem ses. Such beer and wine so sold at retail shall be subject
to the taxes inposed by RCW 66.24.290 and 66.24.210 and to reporting
and bonding requirenents as prescribed by regul ati ons adopted by the
board pursuant to chapter 34.05 RCW and beer and wine that is not
produced by the brewery or w nery shall be purchased from a |licensed
beer or w ne distributor.

(c) Nothing in this section shall prohibit a licensed distiller,
donestic brewery, mcrobrewery, donmestic winery, or a lessee of a
i censed donmestic brewer, mcrobrewery, or donestic w nery, from being
licensed as a spirits, beer, and wi ne restaurant pursuant to chapter
66. 24 RCW for the purpose of selling liquor at a spirits, beer, and
W ne restaurant premses on the property on which the primry
manufacturing facility of the licensed distiller, donmestic brewer,
m crobrewery, or domestic winery is |ocated or on contiguous property
owned or leased by the licensed distiller, donestic brewer,
m crobrewery, or donestic winery as prescribed by rul es adopted by the
board pursuant to chapter 34.05 RCW

(d) Nothing in this section prohibits retail |icensees with a
caterer's endorsenent issued under RCW 66.24.320 or 66.24.420 from
operating on a donestic w nery prem ses.

(e) Nothing in this section prohibits an organization qualifying
under RCW 66.24.375 formed for the purpose of constructing and
operating a facility to pronote Washington wines from holding retai
licenses on the facility property or leasing all or any portion of such
facility property to a retail licensee on the facility property if the
menbers of the board of directors or officers of the board for the
organi zation include officers, directors, owners, or enployees of a
licensed donestic w nery. Financing for the construction of the
facility nmust include both public and private noney.
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(f) Nothing in this section prohibits a bona fide charitable
nonprofit society or association registered as a 501(c)(3) under the
internal revenue code and having an officer, director, owner, or
enpl oyee of a licensed donestic winery or a wine certificate of
approval holder on its board of directors from holding a special
occasion |license under RCW 66. 24. 380.

(g) Nothing in this section prohibits donmestic wneries and

retailers licensed under chapter 66.24 RCW from jointly producing
brochures and materials pronoting tourism in Washington state which
contain information regarding retail |icensees, donestic w neries, and

their products.

(h) Nothing in this section prohibits donestic wi neries and retai
licensees fromidentifying the wneries on private |abels authorized
under RCW 66. 24. 400, 66. 24. 425, and 66. 24. 450.

(1) Until July 1, 2007, nothing in this section prohibits a
nonprofit statew de organization of mcrobreweries forned for the
pur pose of pronoting Washington's craft beer industry as a trade
association registered as a 501(c) with the internal revenue service
from holding a special occasion |license to conduct up to six beer
festivals.

(1) Nothing in this section shall prohibit a manufacturer,
inporter, or distributor from entering into an arrangenent with any
holder of a sports/entertainnment facility license or an affiliated
busi ness for brand advertising at the licensed facility or pronoting
events held at the sports entertainment facility as authorized under
RCW 66. 24. 570.

(2) Financial interest, direct or indirect, as wused in this
section, shall include any interest, whether by stock ownership,
nmortgage, lien, or through interlocking directors, or otherw se.

Pursuant to rules pronul gated by the board in accordance with chapter
34. 05 RCW manufacturers, distributors, and inporters may perform and
retailers may accept the service of building, rotating and restocking
case di splays and stock roominventories; rotating and rearrangi ng can
and bottle displays of their own products; provide point of sale
material and brand signs; price case goods of their own brands; and
perform such simlar normal business services as the board may by
regul ati on prescribe.
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(3)(a) This section does not prohibit a manufacturer, inporter, or
di stributor fromproviding services to a special occasion |icensee for:
(i) Installation of draft beer dispensing equipnment or advertising,
(ii1) advertising, pouring, or dispensing of beer or wwne at a beer or
W ne tasting exhibition or judging event, or (iii) a special occasion
licensee from receiving any such services as may be provided by a
manuf acturer, inporter, or distributor. Nothing in this section shal
prohibit a retail Iicensee, or any person financially interested,
directly or indirectly, in such a retail Ilicensee from having a
financial interest, direct or indirect, in a business which provides,
for a conpensation comensurate in value to the services provided,
bottling, canning or other services to a manufacturer, so long as the
retail |licensee or person interested therein has no direct financial
interest in or control of said manufacturer.

(b) A person holding contractual rights to paynent fromselling a
[iquor distributor's business and transferring the |license shall not be
deened to have a financial interest under this section if the person
(i) lacks any ownership in or control of the distributor, (ii) is not
enpl oyed by the distributor, and (iii) does not influence or attenpt to
influence |I|iquor purchases by retail liquor |Ilicensees from the
di stributor.

(c) The board shall adopt such rules as are deened necessary to
carry out the purposes and provisions of subsection (3)(a) of this
section in accordance with the admnistrative procedure act, chapter
34. 05 RCW

(4) A license issued under RCW 66.24.395 does not constitute a
retail |license for the purposes of this section.

(5) A public house l|icense issued under RCW 66.24.580 does not
violate the provisions of this section as to a retailer having an
interest directly or indirectly in a liquor-Ilicensed manufacturer.

Sec. 2. RCW®66.24.570 and 2003 ¢ 345 s 3 are each anended to read
as follows:

(1) There is a license for sports entertainnent facilities to be
designated as a sports/entertainnment facility license to sell beer,
Wi ne, and spirits at retail, for consunption upon the prem ses only,
the license to be issued to the entity providing food and beverage
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service at a sports entertainment facility as defined in this section.
The cost of the license is two thousand five hundred dollars per annum

(2) For purposes of this section, a sports entertainnment facility
includes a publicly or privately owned arena, coliseum stadium or
facility where sporting events are presented for a price of adm ssion.
The facility does not have to be exclusively used for sporting events.

(3) The board nay inpose reasonable requirenents upon a |icensee
under this section, such as requirenents for the availability of food
and victuals including but not limted to hanburgers, sandw ches,
sal ads, or other snack food. The board nay also restrict the type of
events at a sports entertainnent facility at which beer, wne, and
spirits may be served. \Wen inposing conditions for a licensee, the
board nust consider the seating acconmodations, eating facilities, and
circulation patterns in such a facility, and other anenities avail able
at a sports entertainnent facility.

(4)(a) The board may issue a caterer's endorsenent to the |icense
under this section to allow the |licensee to renove from the I|iquor
stocks at the licensed prem ses, for use as liquor for sale and service
at event locations at a specified date and place not currently |icensed
by the board. If the event is open to the public, it nust be sponsored
by a society or organization as defined by RCW 66.24. 375. | f
attendance at the event is [imted to nmenbers or invited guests of the
sponsoring individual, society, or organization, the requirenent that
the sponsor nust be a society or organization as defined by RCW
66.24.375 is waived. Cost of the endorsenent is three hundred fifty
dol |l ars.

(b) The holder of this license with catering endorsenent shall, if
requested by the board, notify the board or its designee of the date,
tinme, place, and location of any catered event. Upon request, the
licensee shall provide to the board all necessary or requested
i nformati on concerning the society or organization that will be hol ding
the function at which the endorsed |license will be utilized.

(5) The board may issue an endorsenent to the beer, wne, and
spirits sports/entertainment facility license that allows the hol der of
a beer, wine, and spirits sports/entertainnent facility |license to sel
for off-prem ses consunption wine vinted and bottled in the state of
Washi ngton and carrying a | abel exclusive to the license holder selling
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the w ne. Spirits and beer nmay not be sold for off-premses
consunption under this section. The annual fee for the endorsenent
under this section is one hundred twenty dollars.

(6)(a) A licensee and an affiliated business nmay enter into
arrangenents with a manufacturer, inporter, or distributor for brand
advertising at the sports/entertainnment facility or pronotion of events

held at the sports/entertainnent facility, with a capacity of five
t housand people or nore. The financial arrangenents providing for the

brand advertising or pronotion of events shall not be used as an
i nducenent to purchase the products of the nmanufacturer, inporter, or
distributor entering into the arrangenent nor shall it result in the
exclusion of brands or products of other conpanies.

(b) The arrangenents allowed under this subsection (6) are an
exception to arrangenents prohibited under RCW 66.28. 010. The board
shall nonitor the inpacts of these arrangenents. The board may conduct

audits of the licensee and the affiliated business to determ ne
conpliance with this subsection (6). Audits may include but are not
limted to product selection at the facility; purchase patterns of the
licensee; contracts wth the |liquor nmanufacturer, inporter, or
distributor; and the anpbunt allocated or used for liquor advertising by
the I|icensee, affiliated business, manuf act urer, i nporter, or

distributor under the arrangenents.

(c) The board shall report to the appropriate commttees of the
|l egislature by Decenber 30, 2008, and biennially thereafter, on the
i npacts of arrangenents allowed between sports/entertainnent |icensees

and liquor manufacturers, inporters, and distributors for brand
adverti sing and pronotion of events at the facility.

Passed by the Senate April 16, 2007.

Passed by the House April 5, 2007.

Approved by the Governor May 8, 2007.

Filed in Ofice of Secretary of State May 10, 2007.
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