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Summary Statement/Department Recommendation:

A RESOLUTION of the City Council of the City of Woodland, Washington expressing its
collective position, opposing Initiatives 1100 and 1105.

Summary There are two initiatives on the November 2, 2010, ballot relating to liquor sales and
state-run liquor stores, namely Initiative 1100 and Initiative 1105. Both would close state liquor
stores and allow hard liquor to be sold by businesses that currently sell wine and beer. Each of
the two measures has different effective dates and impacts, which are summarized in the
attached September 2010 Fact Sheet prepared by the Association of Washington Cities. If both
were to pass, there would be significant legal uncertainty as to their impacts.

At the October 4™ Council Meeting & October 11™ Workshop on the Mayor’s proposed budget
for 201 1budget, staff provided a brief overview of the two liquor initiatives. The Recommended
Budget is relying on approximately $65k per year in liquor tax revenues and in locally shared
Liquor Board profits. The City is dealing with a $565k budget reduction for the General Fund in
2011, with deficits projected for future years. The proposed budget does not take into account
the potential impact of the initiatives.

In addition, while alcoholic beverages are a legal commodity, there may be significant negative
impacts to law enforcement and the community as a whole that result from misuse and excess




use of alcohol, including inebriation in public places. With the passage of either or both of these
two initiatives, businesses that currently sell wine and beer could also sell hard liquor, This may
also contribute to increased risk of underage and problem drinking.

No budget impact from adoption of resolution. There would be an estimated $65k negative City
budget impact from passage of I-1100 and/or I-1105.

Action Requested Subject to giving members of the Council and the public an approximately
equal opportunity for the expression of an opposing view in accordance with RCW 42.17.130(1),
adopt a resolution expressing Council’s opposition as a body to Initiatives 1100 and 1105.

Submitted by: Councilmember Swindell




September 2010

Initiatives 1100 & 1105:
The Privatization of Liquor

If approved by voters, Initiatives 1100 & 1105 each impacta
significant revenue stream for clties, countles, and the state.
Vvhile both initiatives close state liquor stores and privatize
the sale and distribution of liquor, the measures have
different effactive dates and different impacts to state and
local government revenue,

How do the initiatives impact local and state
revenuetl

State and local governments get two types of revenue frem
the sale of liquor: liquor profits and liquor taxes.

» Lliquor board profits are revenues from permits, licenses,
and liquor store sales. The state first pays for the activities
of the Liquor Control Board (administration, sales people,
leases, etc.), and the remaining profits are divided 50%
to the state, 40% to citles,and 10% to counties (border
areas receive an addidional distribution).

* Liquor exclse taxes come from a state tax to consumers
and restaurant licensees. The tax rates Include a basle rate
plus surcharges. Revenues from the basic rates of [5% for
consumers and 0% for restaurants are shared 65% to
the state, 28% to cities, and 7% to counties.

According to estimates In MRSC's Budget Suggestions For
2011, the following are city distributions:

What do the two initiatives do to profits and
taxes?

Both initlatives eliminate liquor profits. [-1 100 maintains the
liquor tax; 1-1105 eliminates the liquor tax effective April [,
2012,

Do the initiatives require a new method of liquor
taxation?

No, I-1 105 has intent language that the privatization of
liquor sales and distribution “not result in revenue losses to
state or local governments” and directs the Liquor Control
Board to recommend to the Legistature “a rate of taxation
that, along with other spirits-related revenue sources, would
preject to generata at least the same annual revenue for
the state and local jurisdictions as under the current state
control system..." The Legislature Is under no obligation

to enact the Liquor Control Board’s proposal, and if I-1053
{Eyman’s initiative) passes, It makes it far more challenging
to enact new or replacement tax rates on liquor sales, That
initiative requires a 2/3 vote by the Legislature to raise taxes.

With the removal of the state liquor taxes, liquor sales
and distrlbution would become subject to two local taxes;
the local sales tax and the local B&C tax, if located in the
38 towns and cities that impose such a tax. Any sales tax

revenues would be distributed based on the point of sale

Distributions 2008 2009 2010 2011 and not the current per capita system for liquor
to cities revised estimate® revenue.
Liquor 27,090,572 | $27,091,000 | $34,072,000 | $31,200,000

::)ﬁts ¥ $ $ Will the state save money by closing liquor
P : stores?
Per capita $6.73 $6.67 $8.21 $7.34 L

rofits No.The state pays for the administration and
P operation of state liquor stores from the revenue of
Liquor tax | $19,301,609 | $19,900,000 | $20,551,000 | $21,161,000 o o -

: selling liquor: In addition, fiquor generates additional

F"er capita $4.80 $4.90 $4.95 $4.98 money for the state. For 20) | — 2015, the Office
liquor tax of Financial Management estimates that the state

*Subject to chonge if either of the initiatives pass.

This means that a city of 35,000 received $460,000 in taxes
and profits in 2010, while a city of 5,000 received $66,000.

general fund will lose between $115 and $(23
million under 1-1100 and between $513 and $547 milllon
under I-[ 105,

continued

AWC has not token a position for or against this ballet initlative. AWC's rofe is to provide ils
members educatlonal materlals that can be shared with elected officials, stoff and the community.
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Are there other impacts on local governments
from these initiatives?

The Liquor Control Board indicates that if either liguor
initiative passes, they likely will have sufficient funding from
other sources to contlnue their current enforcement
operations. However, they do not antlcipate sufficient
additional enforcement funding to mitigate a substantial
Increase in the number of liquor retailers.As a result of
the increased work load and limited resources, local law
enforcement could feel the impact from the expansion of
liquor sales.

Additionally, the Municipal Research and Services Center
recelves almost all of its funding from 2 contract with the
state. The contract is funded through cities’ (76.7%) and
counties’ {15.9%) share of liquor revenue, The city share is
paid out of city liquor profits, which would be eliminated by
both initiatives, and the county share is paid out of county
liquor taxes, which would be eliminated by |-} [05.

When would private stores open? When would
liquor profits and taxes end?
The initiatives have different effective dates:

1100 1105
Date private liquer distribution | 1/1/2011 107172011
begins
Private liquor stores open 6/172011 117172011
State liquor stores close — &/15/1011 | 11/1572011

according to OFM fiscal note

State liquor distribution & liquor | 6/15/2011 | 11/15/2011
profits end — according to OFM

fiscal note

State liquor stores must close (213172011 | 4/1/2012

State liquor distribution must (27312011 | 4172012

end & liquor profits end

4172012

State fiquor taxes end N/A

How many stores will be able to sell liquor if one
or both of the initiatives pass?

Currently, Yashington has 3(5 state and contract liquor
stores, and it is unknown how many private retailers will
choose to sell liquor if one or both initiatives pass. Earlier
this year, the Washington State Auditor estimated 3,357
private stores would sell liquor under a privatized system.
I-1100 would allow any current retaifer with a beer and/
or wine grocery store license or specialty store license to
sell fiquor; 2pproximately 5,200 stores currently have one
of these licenses and would be eligible to sel] liquor. f-1105

directs the Liquor Control Board to develop criteria for
issuing retail liquor licenses.

Why are there two liquor Initiatives?

While both Inldlatives allow private retailers to sell liquor,
one primary difference is who Is allowed to distribute liquor.
Currently, the state distributes liquor to the liquor stores.
I~1100 would allow retailers to negotiate and buy liguor
directly from the manufacturers. -] 105 would require
retailers to buy liquor from a third-party distributor; the
distributors would sell to all retailers at the same price,

According to the Washington State Public Disclosure
Commission, Initlative [ 100's campaign Is primarily funded
by Costeo, and Initiative 1105 is funded by Odom Southern
Heldings and Young’s Market Company, two beverage
distribution companies.

Large retailers likely would benefit by negotiating discounts
directly with the makers of liquor. Smaller retailers (and
distributors}), on the other hand, likely would benefit from a
distribution system that sells to small and large retailers at
the same price.

‘What happens if both Inltiatives pass?

In 1993, when two rival tax-limit measures, [-60] and I-602,
were on the ballot, the Attorney General Issued a formal
opinion observing it would be possible for the Legislature
to resolve any conflice by amending either or both measures
with a two-thirds vote. Failing that, the courts would be
tasked with resolving the differences, possibly by giving
deference to the initiative that got the most votes or that
had the later effective date.

What is AWC’s rolet?

AWC will continue to provide our members with
educational materials. Please check our website for additional
information at www.awcnet,org/initiatives. This website
includes:

s Summaries of I-1100 and |-1105,

* Tables of liquor taxes and profits received by each city
from 2006 — 2008,

» News articles about the initiatives.

* Resources from the Public Disclosure Commission &
Attorney General’s Office about elected and appolnted
officials ballot measure campaign activities and use of
public funds,

Faor more information
Candice Bock, Legislative & Policy Advecats
candiceb@awcnet.org, (360) 753-4137.

AWC has not taken a position for or ggainst this ballot initigtive. AWCs role is to proyide jts
members educational malertals that can be shared with elected officials, staff and the community,



RESOLUTION NO. 600

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
WOODLAND, WASHINGTON, EXPRESSING ITS COLLECTIVE POSITION,
OPPOSING INITIATIVES 1100 AND 1105.

WHEREAS, Initiatives 1100 and 1105, which will be presented to the voters in
November, seek to close state liquor stores and privatize the sale and distribution of

liquor; and

WHEREAS, each of the measures has different effective dates and different

impacts to state and local government revenue; and

WHERESAS, passage of both measures would create significant legal

uncertainty and may require legislative action and/or resolution by the courts; and

WHEREAS, the City of Woodland currently receives approximately $65,000 per

year from liquor taxes and Liquor Board profits; and

WHEREAS, the City is facing a $565,000 budget reduction in 2011 with deficits
projected for future years;

WHEREAS, the additional loss of $65,000 per year will further exacerbate the
City’s financial situation and further constrain the provision of services by the City to its
citizens; and

WHEREAS, although alcoholic beverages are a legal commodity for certain
members of the population, there are significant impacts to law enforcement and the
community as a whole that result from misuse and excess use of alcohol which will likely
increase with the greater availability of alcohol should these Initiatives be approved by

the voters; and

RESOLUTION NO. 600
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WHEREAS, the passage of either or both of these Initiatives will allow every
business, whether it is a grocery store, convenience store or mini-mart that currently sells
wine and beer, to sell hard liquor, which will not only adversely affect the City, but may

also contribute to increased risk of underage and problem drinking,

NOVW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF
THE CITY OF VANCOUVER:

Section 1. The City Council expresses its collective position and opposes

Initiatives 1100 and 1105 for the reasons set forth above.
Section 2. This Resolution shall take effect and be in full force upon passage.

ADOPTED at the regular meeting of the Council of the City of Woodland this 18" day of
October, 2010,

Charles E. Blum, Mayor
Attest.

Mari E. Ripp, Clerk Treasurer

Approved as to form:

William Eling, City Attorney
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