Implementation of I-1183/Key Dates:

December 8, 2011: Initiative goes into effect. WSLCB Licensing and Regulation Division will begin creating the framework for two new liquor license types: the spirits distributor license and the spirits retail license. More details on these license types will be available soon.

January 2012: WSLCB begins divesting itself from its current business operations as prescribed in the initiative.

March 1, 2012: Spirits distributors may begin to sell spirits

June 1, 2012: Spirits retail license holders may begin to sell spirits.  Note:  licensing may begin as early as March 1 for purposes of making spirit purchases.
June 1, 2012: All state liquor stores must be closed and liquor inventory must be depleted

June 1, 2013: All asset sales must be closed. Any state store or Distribution Center assets remaining after this date will be managed by the Department of Revenue

Emergency rules will be issued on November 30 for purposes of meeting the December 8th date.  Those rules will then undergo a public hearing process where changes are likely made to perfect the emergency rules.  In addition, other less pressing rules will be developed over the next 60 days.

All information, as it is developed, will be posted on the website at: http://liq.wa.gov/transition/overview 

Implementing I-1183/Three Tier Changes:

The following laws will change:

· Uniform pricing is repealed for spirits and wine

· Ban on quantity discounts is repealed for spirits and wine

· Ban on central warehousing is repealed for spirits and wine

· Ban on retail to retail sales is repealed for spirits and wine to a degree (24 liters per sale for on-premises licensees such as restaurants and nightclubs)

The following laws will remain in place:

· Ban on quantity discounts for beer

· Uniform pricing for beer

· Ban on credit

· Ban on central warehousing for beer

· Ban on retail to retail sales for beer

· Financial ownership or interest between the tiers

· Providing money or money's worth between the tiers

Retail Licensees:
A new license type called a "spirits retail license" will be created. The following details are based on Initiative 1183; the WSLCB will post more information on this license type as it becomes available:

· May begin the sale of spirits no earlier than June 1, 2012;

· Allows the sale of spirits in original containers to consumers for off-premises consumption and permit holders;

· Allows the sale of spirits in original containers to on-premises liquor licensees (restaurants, nightclubs, etc); 

· No single sale shall exceed 24 liters (three cases).

· Allows the export of spirits out of the state of WA;

· The premises must be at least 10,000 square feet of retail space (current contract liquor stores or holders of a former state liquor store don’t need to have 10,000 square feet).  The board may issue a spirits retail license for a premises comprising less than 10,000 square feet if the board determines that: 

· There is no spirits retail license holder in the trade area (not defined) the applicant serves or proposes to serve;

· The applicant meets or upon licensure will meet operational requirements established by the board in rule; and

· The licensee has not committed more than one public safety violation within the two years preceding application.

· Allows delivery at its licensed premises or at a warehouse facility registered with the board. The licensee may deliver from the warehouse to: 

· its own licensed premises;

· to other retailer premises licensed to sell spirits for on-premises consumption (restaurants, grocery stores); or

· to consumers in and out of state.

· Requires the licensee to pay to the board: 

· 17 percent of the licensee’s gross annual spirits sales receipts each year;

· An annual renewal fee of $166.

· The maximum penalties prescribed by the board in WAC 314-29 relating to fines and suspensions are doubled for violations relating to the sale of spirits by spirits retail licensees.
· The board must create a compliance training program to be known as a “responsible vendor program” for spirits retail licensees that addresses the following: 

· reduce underage drinking;

· encourage licensees to adopt “best practices” to prevent sales to minors; and

· provide licensees with an incentive to give their employees ongoing training in responsible alcohol sales and service.

· Licensees who join the responsible vendor program and maintain all of the program’s requirements are not subject to the doubling of penalties for a single violation in any period of 12 months.
 
Opportunity:  Small community grocers and contract stores may find it beneficial to look at opportunities to co-locate, partner, etc.
Wine retailer reseller endorsement:

The following details are based on Initiative 1183. The WSLCB will post more information as it becomes available.

The holder of a grocery store liquor license may obtain a wine retailer reseller endorsement which:

· Is effective December 8, 2011;

· Allows the sale of wine at retail in original containers to other retailers licensed to sell wine for on-premises consumption (restaurants, taverns) for resale on their licensed premises; 

· No such single sale shall exceed 24 liters (three cases)

· Allows delivery at its licensed premises or at a warehouse facility registered with the board.  It may deliver to: 

· its own licensed premises;

· to other retailer premises licensed to sell spirits for on-premises consumption; or

· to consumers in and out of state.

· The annual fee for this endorsement is $166.

Distributor Licensees:
A new license type called a "spirits distributor license" will be created. The following details are based on 1183; the WSLCB will post more information on this license type as it becomes available:

· May begin the sale of spirits no earlier than March 1, 2012;

· Allows the purchase of spirits from manufacturers, distillers, or suppliers located within Washington and the United States, or suppliers of foreign spirits located outside of the United States;

· Allows the sale of spirits to spirits retailers, to other distributors, and to export spirits from the state;

· May deliver spirits to a spirits retailer’s licensed premises or at a warehouse facility registered with the board;

· Requires the licensee to pay to the board: 

· 10 percent of its gross annual spirits receipts for the first two years;

· 5 percent of its gross annual spirits receipts thereafter; and

· An annual renewal fee of $1,320.

· By March 31, 2013, all persons holding a spirits distributor license must have paid collectively $150 million dollars or more in spirits distributor license fees.  If the collective payment totals less than $150 million dollars, the board must by March 31, 2013, collect additional spirits distributor license fees the difference between $150 million dollars and the actual receipts, allocated among persons holding spirits distributor licenses at any time on or before March, 31, 2013.

Legislative Proposals – Special & Regular Session:

LEGISLATIVE PROPOSAL:  In a revenue neutral calculation, collapse the seven existing retail taxes and wholesale taxes (reiterated in Sec. 106 of the initiative) into one per liter tax levied at wholesale and imbedded in the price and then levy the retail sales tax at the retail point of sale.  This will make the administrative tax structure of spirits similar to the administrative tax structure of beer and wine -- a product currently sold in private retail outlets and for which independent grocer point of sale systems are already adapted.
LEGISLATIVE PROPOSAL:  Include spirits "certificate of approval holders" in all sub sections of Sec. 105  -- particularly 105 (3) (c) of the initiative which deals with spirits distributor licensees and how the license fees are paid.  This will ensure that if a retailer purchases direct from a distiller in the first year, the distiller, acting as the distributor, will also be included in the surcharge if $150 million of license fees are not collected.  With this change, ALL retailer inventory, regardless of how it is purchased, will have to participate in the payment of the surcharge so that no retailer can avoid this cost in the sale of the product.  This address access and cost for both distributors and retailers regardless of size.

LEGISLATIVE PROPOSAL:  Lower size restrictions to 7,000 square feet in size.  Some independently owned, family grocers are under 10,000 square feet in size -- particularly those in small, rural areas or urban neighborhoods.  7,000 square feet is a more realistic determinant of whether a store is a grocery store or a convenience store.

More information contact:  Jan Gee, WFIA President at jangee@wa-food-ind.org.
