CERTI FI CATI ON OF ENROLLMENT

SUBSTI TUTE SENATE BI LL 6226

Chapter 92, Laws of 2014

63rd Legislature
2014 Regul ar Session

SPI RI TS- - DI STI LLERY SALES- - SAMPLES- - OFF- PREM SE CONSUMPTI ON

EFFECTI VE DATE: 06/ 12/ 14

Passed by the Senate February 18, 2014
YEAS 41 NAYS 6

BRAD OVEN

Presi dent of the Senate

Passed by the House March 6, 2014
YEAS 93 NAYS 1

FRANK CHOPP

Speaker of the House of Representatives

Approved March 27, 2014, 10:51 a.m

JAY | NSLEE

Governor of the State of Washi ngton

CERTI FI CATE

I, Hunter G Goodman, Secretary of
the Senate of the State of
Washi ngt on, do hereby certify that
the attached is SUBSTI TUTE SENATE
BI LL 6226 as passed by the Senate
and the House of Representatives
on the dates hereon set forth.

HUNTER G GOODNMAN
Secretary

FI LED
March 27, 2014

Secretary of State
State of Washi ngton



(62 A W DN P

©O© 00 N O

10
11
12
13
14
15
16
17
18

SUBSTI TUTE SENATE BI LL 6226

Passed Legi slature - 2014 Regul ar Session
State of WAshi ngton 63rd Legislature 2014 Regul ar Session

By Senate Commerce & Labor (originally sponsored by Senators Hol nqui st
Newbry, King, Conway, Hewitt, and Kohl -\Wel |l es)

READ FI RST TI ME 01/ 28/ 14.

AN ACT Rel ating to sales by craft and general |icensed distilleries
of spirits for off-prem se consunption and spirits sanples for on-
prem se consunption; and anmendi ng RCW66. 24. 145, 66. 28. 040, 19.126. 020,
66. 24. 140, and 66. 28. 310.

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

Sec. 1. RCW®66.24.145 and 2013 ¢ 98 s 1 are each anended to read
as follows:

(1) Any craft distillery may sell spirits of its own production for
consunption off the prem ses((-—up—to—three—Hters—per—persen—per
day)). A craft distillery selling spirits under this subsection nust
conply with the applicable laws and rules relating to retail ers.

(2) Any craft distillery may contract distilled spirits for, and
sell contract distilled spirits to, holders of distillers' or
manuf acturers' |icenses, including |icenses issued under RCW 66. 24. 520,
or for export.

(3) Any craft distillery licensed under this section nmay provide,
free ((ef)) or for a charge, one-half ounce or |ess sanples of spirits
of its own production to persons on the prem ses of the distillery.

p. 1 SSB 6226. SL
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The maxi num total per person per day is two ounces. Every person who
participates in any manner in the service of sanples nust obtain a
cl ass 12 al cohol server permt.

(4) The board nust adopt rules to inplenent the alcohol server
permt requirenent and may adopt additional rules to inplenment this
section.

(5 Distillingis an agricultural practice.

Sec. 2. RCWG66.28.040 and 2012 ¢ 2 s 116 are each anended to read
as follows:

Except as permtted by the board under RCW 66.20. 010, no donestic
brewery, m cr obrewery, di stributor, distiller, donestic W nery,
i nporter, rectifier, certificate of approval hol der, or other
manuf acturer of |iquor may, within the state of Washi ngton, give to any
person any liquor; but nothing in this section nor in RCW 66.28. 305
prevents a donestic brewery, mcrobrewery, distributor, donestic
winery, distiller, certificate of approval holder, or inporter from
furni shing sanpl es of beer, wine, or spirituous |iquor to authorized
licensees for the purpose of negotiating a sale, in accordance with
regul ati ons adopted by the I|iquor control board, provided that the
sanpl es are subject to taxes inposed by RCW 66. 24. 290 and 66. 24. 210;
nothing in this section prevents a donestic brewery, mcrobrewery,
donestic wnery, distillery, certificate of approval holder, or
distributor from furnishing beer, wne, or spirituous liquor for
i nstructional purposes under RCW 66.28.150; nothing in this section
prevents a donestic wnery, certificate of approval holder, or
di stributor fromfurnishing wine wthout charge, subject to the taxes
i nposed by RCW 66.24.210, to a not-for-profit group organized and
operated solely for the purpose of enology or the study of viticulture
whi ch has been in existence for at |east six nonths and that uses w ne
so furnished solely for such educati onal purposes or a donmestic w nery,
or an out-of-state certificate of approval holder, fromfurnishing w ne
w t hout charge or a donestic brewery, or an out-of-state certificate of
approval holder, from furnishing beer w thout charge, subject to the
taxes i nposed by RCW66.24.210 or 66.24.290, or a donestic distiller
licensed under RCW 66.24.140 or an accredited representative of a
distiller, manufacturer, inporter, or distributor of spirituous |iquor
| i censed under RCW 66. 24. 310, fromfurnishing spirits w thout charge,
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to a nonprofit charitable corporation or association exenpt from
taxation under 26 U . S.C. Sec. 501(c)(3) or (6) of the internal revenue
code of 1986 for use consistent with the purpose or purposes entitling
it to such exenption; nothing in this section prevents a donestic
brewery or mcrobrewery from serving beer wthout charge, on the
brewery prem ses; nothing in this section prevents donations of w ne
for the purposes of RCW66.12.180; nothing in this section prevents a
donmestic wnery from serving wne wthout charge, on the wnery
prem ses; and nothing in this section prevents a craft distillery from

serving spirits ((wtheut—charge)), on the distillery prem ses subject
to RCWG66. 24. 145.

Sec. 3. RCW19.126.020 and 2012 ¢ 2 s 213 are each anended to read
as follows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Agreenent of distributorship” neans any contract, agreenent,
commer ci al rel ati onshi p, license, associ ati on, or any other
arrangenent, for a definite or indefinite period, between a supplier
and distributor.

(2) "Authorized representative" has the sanme neaning as "authorized
representative" as defined in RCWG66. 04. 010.

(3) "Brand" neans any word, nanme, group of letters, synbol, or
conbi nati on thereof, including the nane of the distiller or brewer if
the distiller's or brewer's nane is also a significant part of the
product nanme, adopted and used by a supplier to identify specific
spirits or a specific malt beverage product and to distinguish that
product fromother spirits or malt beverages produced by that supplier
or other suppliers.

(4) "Distributor” nmeans any person, including but not limtedto a
conponent of a supplier's distribution system constituted as an
i ndependent business, inporting or causing to be inported into this
state, or purchasing or causing to be purchased within this state, any
spirits or malt beverages for sale or resale to retailers |icensed
under the laws of this state, regardless of whether the business of
such person is conducted under the terns of any agreenment with a
distiller or malt beverage manufacturer.

p. 3 SSB 6226. SL
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(5) "lnporter" nmeans any distributor inporting spirits or beer into
this state for sale to retailer accounts or for sale to other
di stributors designated as "subj obbers” for resale.

(6) "Malt beverage manufacturer” neans every brewer, fernenter,
processor, bottler, or packager of malt beverages |ocated within or
outside this state, or any other person, whether |ocated within or
outside this state, who enters into an agreenent of distributorship for
the resale of mlt beverages in this state with any wholesale
di stributor doing business in the state of Washi ngton.

(7) "Person" nmeans any natural person, corporation, partnershinp,
trust, agency, or other entity, as well as any individual officers,
directors, or other persons in active control of the activities of such
entity.

(8 "Spirits manufacturer”™ neans every distiller, processor,
bottler, or packager of spirits located within or outside this state,
or any other person, whether |ocated within or outside this state, who
enters into an agreenent of distributorship for the resale of spirits
in this state with any wholesale distributor doing business in the
state of Washi ngton.

(9) "Successor distributor” means any distributor who enters into
an agreenent, whether oral or witten, to distribute a brand of spirits
or malt beverages after the supplier with whom such agreenent is nade
or the person fromwhomthat supplier acquired the right to manufacture
or distribute the brand has term nated, canceled, or failed to renew an
agreenent of distributorship, whether oral or witten, wth another
distributor to distribute that sanme brand of spirits or nmalt beverages.

(10) "Supplier"” means any spirits or malt beverage manufacturer or
inporter who enters into or is a party to any agreement of
distributorship with a wholesale distributor. "Supplier” does not
include: (a) Any distiller licensed under RCW66. 24. 140 or 66.24. 145
and producing less than ((stxty)) one hundred fifty thousand proof
gallons of spirits annually or any brewery or mcrobrewery |icensed
under RCW 66.24.240 and producing less than two hundred thousand
barrels of malt |iquor annually; (b) any brewer or manufacturer of malt
I i quor producing | ess than two hundred thousand barrels of malt |iquor
annually and holding a certificate of approval issued under RCW
66. 24. 270; or (c) any authorized representative of distillers or malt
i quor manufacturers who holds an appointnent from one or nore

SSB 6226. SL p. 4
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distillers or mlt |I|iquor manufacturers which, in the aggregate,
produce less than two hundred thousand barrels of malt |iquor or
((st¢ty)) one hundred fifty thousand proof gallons of spirits.

(11) "Termnated distribution rights" neans distribution rights
wWth respect to a brand of nmalt beverages which are lost by a
termnated distributor as a result of termnation, cancellation, or
nonr enewal of an agreement of distributorship for that brand.

(12) "Term nated distributor” nmeans a distributor whose agreenent
of distributorship wth respect to a brand of spirits or nmalt
beverages, whether oral or witten, has been term nated, cancel ed, or
not renewed.

Sec. 4. RCWG66.24.140 and 2010 ¢ 290 s 1 are each anended to read
as follows:

(1) There shall be a license to distillers, including blending,
rectifying and bottling; fee two thousand dollars per annum unless
provi ded ot herwi se as foll ows:

(()) (a) For distillers producing ((st%ty)) one hundred fifty
t housand gallons or less of spirits with at least half of the raw
materials used in the production grown in Washington, the |license fee
((shalt)) nust be reduced to one hundred dol |l ars per annum

((2)) (b) The board ((shatk)) nust license stills used and to be
used solely and only by a commercial chem st for |aboratory purposes,
and not for the manufacture of liquor for sale, at a fee of twenty
dol Il ars per annum

((3))) (c) The board ((shalt+)) nust license stills used and to be
used solely and only for | aboratory purposes in any school, college or
educational institutionin the state, without fee; and

((4)Y)) (d) The board ((shalt+)) nust license stills ((whieh—shal))
that have been duly licensed as fruit and/or wine distilleries by the
federal governnment, used and to be used solely as fruit and/or w ne
distilleries in the production of fruit brandy and wine spirits, at a
fee of two hundred dollars per annum

(2) Any distillery licensed under this section may:

(a) _Sell spirits of its own_ production for_ consunption off the
pren ses. A_distillery selling spirits_under_ this subsection_nust
conply with the applicable laws and rules relating to retailers;

p. 5 SSB 6226. SL
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(b) Contract distilled spirits for, and sell contract distilled
spirits to, holders of distillers' or nmanufacturers' |icenses,
including licenses issued under RCWG66. 24. 520, or for export; and

(c) Provide free or for a charge one-half ounce or | ess sanples of
spirits _of its own_ production_ to_ persons_on_the_ premses of the
distillery. The maxinumtotal per person per day is tw ounces. Every
person who participates in any manner in the service of sanples nust
obtain a class 12 al cohol server permt.

Sec. 5. RCWG66.28.310 and 2013 ¢ 107 s 1 are each anended to read
as follows:

(1)(a) Nothing in RCW 66.28. 305 prohibits an industry nmenber from
providing retailers branded pronotional items which are of nom nal
value, singly or in the aggregate. Such itenms include but are not
limted to: Trays, lighters, blotters, postcards, pencils, coasters,
menu cards, neal checks, napkins, clocks, mugs, glasses, bottles or can
openers, corkscrews, matches, printed recipes, shirts, hats, visors,
and other simlar itens. Branded pronotional itens:

(i) Must be used exclusively by the retailer or its enployees in a
manner consistent withits |icense;

(1i1) Must bear inprinted advertising matter of the industry nenber
only, except inprinted advertising matter of the industry nmenber can
include the logo of a professional sports team which the industry
menber is licensed to use;

(iii1) May be provided by industry nmenbers only to retailers and
their enployees and may not be provided by or through retailers or
their enployees to retail custoners; and

(iv) May not be targeted to or appeal principally to youth.

(b) An industry nmenber is not obligated to provide any such branded
pronotional itenms, and a retailer may not require an i ndustry nenber to
provi de such branded pronotional itens as a condition for selling any
al cohol to the retailer

(c) Any industry nenber or retailer or any other person asserting
that the provision of branded pronotional itens as allowed in (a) of
this subsection has resulted or is nore likely than not to result in
undue influence or an adverse inpact on public health and safety, or is
ot herwi se inconsistent wwth the criteriain (a) of this subsection nmay
file a conplaint wwth the board. Upon receipt of a conplaint the board

SSB 6226. SL p. 6
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may conduct such investigation as it deens appropriate in the
circunstances. If the investigation reveals the provision of branded
pronotional itens has resulted in or is nore likely than not to result
i n undue influence or has resulted or is nore likely than not to result
in an adverse inpact on public health and safety or is otherw se
inconsistent with (a) of this subsection the board may issue an
admnistrative violation notice to the industry nenber, to the
retailer, or both. The recipient of the admnistrative violation
noti ce may request a hearing under chapter 34.05 RCW

(2) Nothing in RCW 66. 28. 305 prohi bits:

(a) An industry nmenmber from providing to a special occasion
i censee and a special occasion |licensee fromreceiving services for:

(i) Installation of draft beer di spensing equi pnment or adverti sing;

(11) Advertising, pouring, or dispensing of beer or wine at a beer
or wine tasting exhibition or judging event; or

(ti1) Pouring or dispensing of spirits by a licensed donestic
distiller or the accredited representative of a distiller,
manuf acturer, inporter, or distributor of spirituous |iquor |icensed
under RCW66. 24. 310; or

(b) Special occasion licensees from paying for beer ((e+)), W ne,_
or spirits inmediately follow ng the end of the special occasion event;
or

(c) Wneries ((e¥)), breweries, or distilleries that are
participating in a special occasion event from payi ng reasonabl e booth
fees to the special occasion |icensee.

(3) Nothing in RCW 66.28.305 prohibits industry nenbers from
performng, and retailers from accepting the service of building,
rotating, and restocking displays and stockroominventories; rotating
and rearranging can and bottle displays of their own products;
provi ding point of sale material and brand signs; pricing case goods of
their own brands; and performng such simlar business services
consistent with board rules, or personal services as described in
subsection (5) of this section.

(4) Nothing in RCW 66. 28. 305 prohi bits:

(a) Industry nenbers from listing on their internet web sites
information related to retailers who sell or pronote their products,
including direct links to the retailers' internet web sites; and

p. 7 SSB 6226. SL
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(b) Retailers fromlisting ontheir internet web sites information
related to industry nenbers whose products those retailers sell or
pronote, including direct links to the industry nenbers' web sites; or

(c) Industry nmenbers and retailers from producing, jointly or

together wth regional, state, or local industry associations,
brochures and materials pronoting tourism in Washington state which
contain information regarding retail |icensees, industry nenbers, and

their products.

(5) Nothing in RCW66. 28. 305 prohibits the performance of personal
services offered fromtinme to tine by a donestic winery or certificate
of approval holder to retailers when the personal services are (a)
conducted at a |licensed prem ses, and (b) intended to inform educate,
or enhance custoners' know edge or experience of the manufacturer's
pr oduct s. The performance of per sonal services may include
participation and pouring, bottle signing events, and other simlar
i nformati onal or educational activities at the prem ses of a retailer
holding a spirits, beer, and wine restaurant |icense, a w ne and/or
beer restaurant |icense, a specialty wne shop |icense, a special
occasion license, a grocery store license with a tasting endorsenent,
or a private club |icense. A donmestic wnery or certificate of
approval holder is not obligated to perform any such personal services,
and a retail licensee nay not require a donmestic winery or certificate
of approval holder to conduct any personal service as a condition for
selling any alcohol to the retail licensee, or as a condition for
i ncl udi ng any product of the donestic winery or certificate of approval
hol der in any tasting conducted by the |icensee. Except as provided in
RCW 66. 28. 150, the cost of sanpling nmay not be borne, directly or
indirectly, by any donestic winery or certificate of approval hol der or
any distributor. Nothing in this section prohibits wneries,
breweries, mcrobreweries, certificate of approval holders, and retai
licensees fromidentifying the producers on private |abels authorized
under RCW66. 24. 400, 66. 24. 425, 66. 24. 450, 66.24.360, and 66. 24. 371.

(6) Nothing in RCW 66.28.305 prohibits an industry nenber from
entering into an arrangenent with any hol der of a sports entertainnment
facility license or an affiliated business for brand advertising at the
licensed facility or pronoting events held at the sports entertai nnent
facility as authorized under RCW66. 24. 570.

SSB 6226. SL p. 8
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(7) Nothing in RCW66.28. 305 prohibits the performance of personal
services offered fromtine to tine by a donestic brewery, m crobrewery,
or beer certificate of approval holder to grocery store |licensees with
a tasting endorsenent when the personal services are (a) conducted at
a licensed premses in conjunction with a tasting event, and (b)
intended to inform educate, or enhance custoners' know edge or
experience of the manufacturer's products. The performance of personal
services may include participation and pouring, bottle signing events,
and other simlar informational or educational activities. A donestic
brewery, m crobrewery, or beer certificate of approval holder is not
obligated to perform any such personal services, and a grocery store
i censee may not require the performance of any personal service as a
condition for including any product in any tasting conducted by the
i censee.

(8) Nothing in RCW 66.28.305 prohibits an arrangenent between a
donestic winery and a restaurant |icensed under RCW 66.24.320 or
66. 24. 400 to wai ve a corkage fee.

(9) Nothing in this section prohibits professional sports teans who

hold a retail liquor license or their agents from accepting bona fide
liquor advertising from manufacturers, inporters, distributors, or
their agents for use in the sporting arena. Professional sports teans
who hold a retail liquor license or their agents may |license the

manuf acturer, inporter, distributor, or their agents to use the nane
and trademarks of the professional sports teamin their advertising and
pronotions, under the follow ng conditions:

(a) Such advertising nust be paid for by said manufacturer,
inporter, distributor, or their agent at the published advertising rate
or at a reasonable fair market val ue.

(b) Such advertising may carry with it no express or inplied offer
on the part of the manufacturer, inporter, distributor, or their agent,
or promse on the part of the retail |icensee whose operation is
directly or indirectly part of the sporting arena, to stock or list any
particular brand of liquor to the total or partial exclusion of any
ot her brand.

Passed by the Senate February 18, 2014.

Passed by the House March 6, 2014.

Approved by the Governor March 27, 2014.

Filed in Ofice of Secretary of State March 27, 2014.
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