OREGON LIQUOR CONTROL COMMISSION

MINUTES
June 7, 2012

Thursday, June 7, 2012

9:10 A.M. The Commissioners present were Alex Duarte, Michael Harper, Bob Rice, and
Chair Cassandra SkinnerLopata. Executive Director Steve Pharo and Deputy Director
Merle Lindsey attended along with members of staff.

Minutes — Commissioner Duarte moved to approve the minutes of the May 11, 2012
meeting. Passed 4/0.

PUBLIC FORUM

MaryAnn Schwab of the Sunnyside neighborhood came forward and had questions about
how a person becomes a Commissioner. She was curious who represents the public at
large on the board. She expressed a concern that the public is not represented and asked
that the board speak with the Governor’s office about this issue.

COMPLIANCE
Becky Voelkel, Administrative Process Division presented.

There were 4 settlement agreements before the commissioners for ratification; 99 Seafood
Market, Sunnyside 76, Wichita Pub, Denny’s #6753.

Commissioner Harper moved to ratify the four agreements. Passed 4/0.

LICENSE MATTERS
License Applications
Farshad Allahdadi, License Services Division Director, presented.

Second Act, SW 1t Ave., Portland, Full On Premises Sales, New Outlet.

Applicant Kevin Carbis appeared before the Commissioners. The application is before the
Commissioners based on an unfavorable recommendation from the City of Portland.
Commissioner Duarte confirmed the specific location with respect to other existing
restaurants in the area. Commissioner Harper asked for more information on what type of
clientele the applicant expected to attract. Mr. Carbis said that they are interested in
attracting an over thirty crowd and would have jazz and blues music on the busy times.
Commissioner Duarte moved to approve the license with the two restrictions proposed in
the staff report. Passed 4/0.

Casa Diablo, SE McLoughlin Blvd., Portland; Full On-Premises Sales, New Outlet.



Applicants Johnny Zukle and Carol Lee were present before commissioners. This matter
is brought back after a delay from the April meeting. Mr. Allahdadi reviewed what has
transpired in the time since the last meeting.

Paul Notti of Sellwood Moreland Improvement League (SMILE) appeared before
Commissioners to report on the organization’s review of the applications and discussions
with the applicants which have occurred since the last meeting. SMILE still is opposed to
granting the license.

Rob McCullough of Eastmoreland Neighborhood Association, came forward to offer the
neighborhood’s continued opposition to the application.

Commissioner Rice asked if Mr. McCullough still had concerns with the ownership of the
business. He noted that he is still concerned based on the unusual arrangement on the
application. Commissioner Harper asked for more information on the concerns Mr.
McCullough expressed about the impact of the business on the coming light rail. He noted
that the concern is based on the lack of parking and the traffic which would be increased
in the neighborhood.

Bradley Heintz, a neighbor and SMILE member, came forward in to express his continued
opposition to the application. He shared highlighted copies of State Representative
Carolyn Tomei’s letter to the Commission and commented on the inaccuracies from the
staff report. He inquired if the report would be revised as Representative Tomei requested.
Chair SkinnerLopata called Theresa Marchetti of the Office of Neighborhood Involvement
to respond to the concerns of the Parks Bureau. Ms. Marchetti noted that the Parks
Bureau’s concerns were included in the City’s recommendation.

Applicant Zukle noted that the Parks Bureau’s concern was the potential of litter in the
creek.

Jim Adrian came forward in opposition to the application.

MaryAnn Schwab came forward in opposition to the application. She shared that the SE
Uplift group also discussed their concerns this application at their last meeting. She
expressed strong concerns on behalf of the children who use the neighboring park.

Chair SkinnerLopata asked Mr. Allahdadi to comment on the concerns about the accuracy
of the report. He focused on the investigation process and what information the
Commission may legally use in that process. Specifically he reviewed the “Calls for
Service’ in the police records and how those are unsubstantiated. The information that is
considered are the incidents in which police file an actual police report in the CAMIN
database. The period reviewed is a twelve month period. This is to keep the focus on the
current environment of the area.

Chair SkinnerLopata asked Mr. Allahdadi to share the experiences from the May 7 and
May 21 meetings with neighbors and the applicants. Chair SkinnerLopata asked how
many people attended the meetings. Mr. Allahdadi said it was about 20 people.

Chair SkinnerLopata asked the applicant about why he wanted less DPSST security than
the neighborhood wished to see. Mr. Zukle said that they were willing to negotiate up to 2
DPSST security for peak hours. Commissioner Harper asked about the access to the
business by children. Mr. Zukle reviewed the physical layout of the location and the
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distance to his business from the park- the creek provides a physical barrier to the back of
the property.

She asked the applicant how the Good Neighbor Agreement is progressing. Mr. Zukle said
that he looks forward to continuing to work with the neighbors and showing the
neighbors that he runs a good business. He believes that the improvements he is making
to the property will benefit the neighborhood. Mr. McCullough of the Eastmoreland
Neighborhood Association said that if the license is granted it takes away from the
neighborhood’s ability to leverage this agreement with the applicant. He is not optimistic
that an agreement will be reached with the applicant. Commissioner Rice commented on
Good Neighbor Agreements generally and said they are problematic as OLCC has no
sanctioning and enforcement ability with these. He noted further that very frequently
Good Neighbor Agreements include commitments which are outside of the purview of
anything over which we have regulatory authority. Notwithstanding that, he supposed
that citizens would have the availability to take civil action on a contractual basis against
failure of a licensee to comply with the terms of the Good Neighbor Agreement. For
OLCC to attach a restriction requiring a Good Neighbor Agreement would probably put
everyone involved into an endless loop, with no meaningful outcome for anyone. While
the agency is highly supportive of neighbors and licensees reaching these agreements they
are a set aside from anything with which we can be involved. Mr. Zukle pointed out that
Mr. McCoullough was not present at the final meeting where he thought great strides
were made in reaching agreement on several matters of the Good Neighbor Agreement.

Commissioner Harper moved to grant the license with the following restrictions:
e Licensee will have at least one DPSST certified security personnel at non-peak times
and two DPSST certified security personnel during peak business hours.
e Qutside patrols will occur every 30 minutes, but may be performed by non DPSST
certified personnel.
e No live music will be allowed in the outdoor seating area after 10pm.
e Licensee will abide by sound levels established by Portland City Code; and
e Patrons will be limited to possess a maximum of two drinks at a time with
considerations for bottles of wine and pitchers of beer.
Commissioner Rice asked to clarify portions of the security restriction.
Passed 3/0, Commissioner Duarte abstained from voting. Chair SkinnerLopata expressed
concerns that Mr. Zukle work with the neighbors in the future.

Recessed: 10:18 am
Reconvened: 10:30 am

RULES

Jennifer Huntsman, Rules Coordinator, presented.
Petition for rulemaking/ possible Initial Action
OAR 845-005-0331 Licensing Exterior Areas




OLCC has received a petition from the City of Portland. The petitioner requests to amend
this rule by adding language prohibiting the issuance of annual licenses to premises that
are exclusively outdoors.

Theresa Marchetti, Liquor Licensing Office of Neighborhood Involvement of the City of
Portland appeared in support of the petition.

Commissioner Duarte asked how many calls for service there have been at the Cartlandia
food cart. Ms. Marchetti said that she did not know but would be happy to look into it and
respond later. Commissioner Duarte asked Ms. Marchetti about her statement regarding a
request for an off premises sales license from a food cart. Ms. Marchetti said that she has
spoke with the applicant who let her know he had submitted such an application.
Licensing Services Director Farshad Allahdadi indicated that we have not received this
application. Commissioner Duarte asked Ms. Marchetti what her response is to Ms.
Huntsman’s statement that the petition for rulemaking is inconsistent with statutes
governing liquor licensing and that the Commission lacks the authority to accomplish the
objective of the petition. Ms. Marchetti said that it is their understanding that it is within
the Commission’s general authority but that she would need to review the information
received from the Attorney General to see that interpretation. Further discussed why the
city believes that the OLCC has the authority to meet their request. Commissioner Duarte
asked that the city look to addressing the legal issues in the matter and not the policy
issues. Commissioner Duarte asked Ms. Marchetti to clarify the statement in her testimony
about temporary sales licenses at the waterfront in a problem area. Commissioner Duarte
commented that the petition is seeking to abolish liquor licenses for food carts. He
reviewed outdoor café permits and how they are similar to food carts.

Commissioner Harper asked Ms. Marchetti several questions about the city of Portland
licensing processes. He clarified her comments on the revocation of sidewalk café permits.

Officer Josh Kraner, Liquor Licensing Investigator for the Portland Police Bureau came
forward in support of the petition. Commissioner Duarte asked Officer Kraner if he knew
whether there have been calls for service at Cartlandia. Commissioner Duarte asked for
more information about the calls for service at other food carts he had mentioned in his
testimony. Officer Kraner commented on the calls for service on SE 82¢and the possibility
that these could be increasing due to Cartlandia. Commissioner Duarte asked if there has
been an increase that specific information be sent to staff to analyze.

Commissioner Rice commented on Officer Kraner’s testimony about the City not wanting
to have liquor licenses issued to food carts. He noted that the City chosen to not exercise
their regulatory authority in several areas for food carts- building, sanitation, plumbing,
health standards, etc. As a person who has a vested interest in brick and mortar
establishments, there is a bit of an inconsistency in the application of regulatory
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obligations. He would love to see the city come forward and engage with the OLCC in
our exercising of only alcohol which we regulate and embrace collaboratively and the city
of Portland invest their regulatory resources in a collaboration with us with respect to
building, electric, health and sanitation, and plumbing and we can work together to solve
this issue. Simply coming to us and saying, “Don’t give them alcohol.” Is a difficult
equation to solve. Officer Kraner noted that city embraces food carts and thinks that they
are a vibrant part of the community, but the addition of alcohol service in an unrestricted
place is problematic. He notes that a huge amount of resources is already dedicated to
alcohol related problems particularly in downtown Portland and along SE 82°¢ Ave.

Commissioner Rice thanked Officer Kraner for his comments and referred back to his
original comments that he suspects if the city’s regulatory enforcement practices were
applied, we would have far fewer than 700 food carts in the city we would have afar fewer
than 700 in existence, giving a OLCC a smaller risk exposure of population, giving (the
police) a better opportunity to focus those limited resources and all of us could work with
a finite identified population that has rules and limits and that universe out there
understands that. Commissioner Rice pointed out that Commissioners don’t get to chose
who they license and who they don’t. It is highly restricted by the Oregon Constitution,
Oregon Revised Statutes as to who and how and under what circumstances. We had
testimony earlier from people who did not want an establishment in their neighborhood.
He suspects that many of us would not want an adult entertainment facility next to us, but
there are limitations as to who we can and cannot license. We cannot say we don’t like
food carts.

Commissioner Duarte wanted to echo what Commissioner Rice has said and also to
compliment Officer Kraner and Ms. Marchetti on their testimony. He asked License
Services Director Farshad Allahdadi to comment on any pending food cart liquor license
applications. Mr. Allahdadi said that there are two, however they are both early in the
process. One is working through some code problems and the other has not submitted
their application to the city so the process has not started.

MaryAnn Schwab came forward in support of the petition and asked that Commissioners
modify to also consider making all outdoor areas close at 10pm.

Roger Goldingay, licensee at Cartlandia came forward in opposition to the petition. He
commented on the lax review when food carts go through the temporary license process as
opposed to the serious scrutiny an applicant goes through in the annual license process.

Commissioner Duarte asked if Mr. Goldingay was aware of any police activity or
problems with the service of alcohol at Cartlandia. Mr. Goldigay said he was not aware of
any problems. Commissioner Duarte asked how the experience was so far. Mr. Goldingay
said that people might have 1-2 drinks with their meals. 80% of his customers do not
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drink. Commissioner Duarte asked if there have been any restrictions which have been
problematic to Mr. Goldigay’s business operation. He said the 2 security personnel
requirement is usually more than they need. Often he has two people standing around
watching one person drink a beer.

Dr Carol Otis, the co-licensee at Cartlandia, came forward in opposition to the petition.

Commissioner Duarte moved to deny the petition for rulemaking to amend OAR 845-005-
0331. Passed 4/0.

Initial Action

OAR 845-005-0325 License Refusal Reasons: Applicant Qualifications

This rule describes the Commission’s reasons related to the applicant’s qualifications for
which the Commission will deny a license unless the applicant shows good cause to
overcome the criteria.

The 2011 legislature passed Senate Bill 36, effective January1, 2012. SB 36 amended ORS
471.313 with regards to law violations as a license refusal basis. The statute will requires a

conviction and all law violations must be related to the fitness and ability of the applicant
to lawfully carry out activities under the license in order to be used as a refusal basis. The
statutory amendment expanded the laws in question to those of any state, not just Oregon
laws.

Staff recommends amending OAR 845-005-0325(5) to harmonize the rule language with
the statutory language now in effect.

Commissioner Duarte moved to initiate rulemaking to amend OAR 845-005-0325 and to
hold a rule making hearing at staff’s discretion. Passed 4/0.

OAR 845-005-0440 Temporary Sales Licenses

This rule describes the required qualifications and privileges associated with the
Commission’s issuance of a Temporary Sales License.

The 2012 legislature passed House Bill 4047, effective March 5, 2012. HB 4047 amended
ORS 471.762 to expand a nonprofit or charitable organizations ability to conduct certain
activities without a license. They can now conduct raffles as well as auctions once a year
without a license and the alcohol product can now be distilled spirits as well as malt
beverages or wine. For this reason, staff recommends the deletion of the current section (6)
regarding just raffles. More details about what is allowed with regard to auctions and
raffles will be explained in our licensing materials.

Staff is also recommending a few minor housekeeping amendments while this rule matter
is open.

Commissioner Harper moved to initiate rulemaking to amend OAR 845-005-0440 and to
hold a rule making hearing at staff’s discretion. Passed 4/0

Commissioner Harper clarified which proposed changes were being considered.



OAR 845-006-0347 Noisy, Disorderly or Unlawful Activity and Drinking Outside of the
Premises

This rule contains prohibitions on a permittee or licensee permitting noisy, disorderly or
unlawful activities on a licensed premises, defines those terms, and lists all penalties for
violating various sections of the rule.

Currently violations for disorderly or unlawful activity under this rule are all Category III
violations.

Staff recommends creating a new subset of Category I violations involving death, serious
physical injury or dangerous weapons. The proposal also includes a new subset of
category II violations involving sexual contact if it is either by forcible compulsion or
involves an incapacitated person. These new violation levels would be added to both
section (2) covering disorderly activity and section (3) covering unlawful activity.

The applicable definitions would also be added to section (1). The proposed definitions of
“dangerous weapon”, “forcible compulsion”, “incapacitated”, “serious physical injury”
and “sexual contact” are taken from Oregon’s Criminal Code (Title 16).

Chair SkinnerLopata moved to initiate rulemaking to amend OAR 845-006-0347 and to
hold a rulemaking hearing at staff’s discretion. Passed 4/0.

ADMINISTRATION

Thomas Erwin, Government Affairs and Communications Director presented a request to
commissioners to delegate to staff the authority to amend Orders Approving Redemption
Centers in order to more timely reflect changes to the Redemption Centers operations for
matters like seasonal hours or participating retailers.

Commissioner Rice moved to delegate to the Executive Director the authority to amend
Orders Approving Redemption Centers in order to reflect changes in the operations of the
redemption centers and to add or drop participating retailers from the orders.

Passed 4/0.

Executive Session
Commissioners recessed to an executive session per ORS 192.660 (2)(f) and ORS 192.660
(2)(h) to consider records exempt by law from public inspections and to confer with legal

counsel regarding current litigation.
11:50 am
1:25 pm reconvened

CONTESTED CASE HEARINGS

Christy Shones, OLCC-11-SPR-018
A proposed order was issued April 6, 2012. Case Presenter Gwenn McNeal presented.
Christy Shones appeared by telephone.

Camas Close Winery, Christopher Dobson, dba; OLCC-11-V-066
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A proposed order was issued April 30, 2012. Case Presenter Becky Voelkel presented. The
licensee did not appear.

RETAIL SERVICES
Brian Flemming, Retail Services Director, presented.

Agent Appointment, 1048 Tigard under ORS 471.752(2), OAR 845-015-0125(2)

Following the process regarding preference of spouse or child of deceased or disabled
agents staff have reviewed the application of Terry Neddau, daughter of Chuck Woodard.
He currently suffers from disabling health problems that prevent him from properly
performing his contractual duties. Staff recommend Terry Neddau be appointed as the
agent as she is qualified to be appointed as the permanent agent.

Commissioner Duarte moved to appoint Terry Neddeau under ORS 471.752(2) as the
permanent agent at 1048. Passed 4/0.

Commissioners recognized the former agent Chuck Woodard and applauded his long
time service to the state.

Agent Appointment, 1074, Portland, Hillsdale- This vacancy is the result of Greta
Karimi’s appointment to 1205- Portland 205. An interview committee interviewed four
applicants. The three finalists, Todd Holden, Barry Karimi and Bruce Randall appeared
before Commissioners to present their qualifications.

Agent Appointment, 1079, Elgin-

This vacancy occurs as a result of Doug Lauricella’s death and Teri Jones’ resignation as
the temporary agent. An interview committee interviewed two applicants. The applicants
Warren (Scott) Ludwig and Kevin Smolkowski, presented their qualifications to the
Commissioners.

Agent Appointment, 1196 Springfield-East

This vacancy occurs as a result of Mona Husley’s resignation. An interview committee
interviewed three applicants. Two finalists, Dorsey Greene and Terry Smathers, were
present to present their qualifications to the commissioners.

Agent Appointment, 1210 Medford-West.

This vacancy occurs as the result of Susan Donnally’s retirement. An interview committee
interviewed the only qualified applicant. Robert Zepf was present to present his
qualifications to Commissioners.

Commissioner Duarte moved to appoint Robert Zepf as the agent. 4/0.



Distillery Agent Appointments-

Elixir

Andrea Loreto of Elixir has submitted an application to be appointed as agent at the 1050
Bethel Dr, Eugene location. This appointment would allow for bottle sales at this location.
Commissioner Duarte moved to appoint Andrea Loreto as the permanent distillery retail
sales agent at Elixir effective June 20, 2012. Passed 4/0.

Northwest Distillery

Meghan Zonich of Northwest Distillery has submitted an application to be appointed as
agent at 32914 Church Rd., Warren location. This appointment would allow for bottle sales
at this location.

Commissioner Duarte moved to appoint Meghan Zonich as the permanent distillery agent
at Northwest Distillery. Passed 4/0.

New Store Proposals-

Staff are requesting approval to begin the process of establishing three new liquor stores in
the following areas:

Barrows Rd., Beaverton; Damascus; and at the Cascade Station, Portland.

Barrows Rd location-

Commissioner Duarte asked if there have been any objections from the agents in the area.
Mr. Flemming noted that this request is to begin to explore the process. Discussed what
occurred when stores were added in the past. Deputy Director Lindsey shared more about
the history of this procedure. Commissioner Rice shared his experience with the process in
his time as a Commissioner. He notes that staff goes through an elaborate statistical
process to determine if there is enough market available to warrant a new store in an area.
The more hands on part of the process begins once the Commissioners give their approval
to begin accepting proposals for a new store.

Commissioner Harper moved to approve a new location in the barrows rd area. Passed
3/1, Commissioner Duarte, no, citing his concerns that about the process.

Damascus location-
Commissioner Harper moved to approve the proposed new location in the Damascus
area. Passed 3/1 Duarte, no.

Cascade Station location-

Commissioner Rice commented that using a radius model may not be as effective as the
population density model for future consideration when determining where to site a new
store.

Commissioner Rice moved to approve the proposed new location in the Portland Cascade
Station area. Passed 3/1 Duarte no.

Recessed 2:55 pm

Reconvened 3:10 pm



Agent Applications for Conversions from Exclusive to Non-excusive Stores

The Commission is initiating a test program of converting liquor stores from the
‘exclusive’ to ‘non-exclusive’ type to determine the viability of selling beer and wine in
liquor stores which previously did not have this authority. The initial program will be
conducted through June 2013 and will include 4 stores. The state was divided into 4
distinct geographic regions: Metro/Valley, Coastal, Mid- Willamette Valley/Southern, and
Eastern.

Metro/Valley area applications

Dan Miner, Portland, Hollywood is the only applicant for the Metro/Valley area. He
presented his business proposal to the Commissioners for consideration. Commissioner
Duarte asked what the current address is and compared to the new location.
Commissioner Harper asked for more information on how much space would be available
for distilled spirits. Commissioner Rice expressed concerns over the liquidity of assets in
this transition.

Commissioner Duarte moved to amend Dan Miner’s retail sales agent agreement from
excusive to non-exclusive. Passed 4/0.

Eastern area applications

Giorgio Roccasalva, Bend West, is the only applicant for the Eastern region. He presented
his business proposal to Commissioners for consideration. His location would remain the
same.

Commissioner Duarte moved to amend Giorgio Roccasalva’s retail sales agreement from
exclusive to nonexclusive. Passed 4/0.

Coastal area applications

There were two applicants in this area:

Steve Brown Lincoln City North presented his business plan to Commissioners for
consideration.

Bob Dickey of North Bend also presented his business plan.

Commissioner Duarte commented on the quality of the candidates and appreciated all of
the work they candidates did on their business proposal. He moved to amend Steve
Brown’s retail sales agent agreement from exclusive to non-exclusive. Passed 3/1 Rice, no
Commissioner Rice shared the reason for his vote. He disagrees that this should be a test
program. Since we are bound to do this he thinks there is more to learn from Mr. Dickey’s
model on a differential basis.

Mid Willamette Valley area applications
For this region there were four applicants.
Debbie Jenkins, Corvallis Downtown
Shayne Jones , Eugene South

Bill Minihan, Eugene Westside
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Serena Rinnan, Eagle Point

Commissioners asked each applicant clarifying details about their business plans.
Commissioner Rice reiterated his objection to the limited test and does not feel that we
should be limited to an arbitrary number. But given that it is a test, he moved to award the
conversion to Corvallis because of the size, scale and location.

Commissioner Duarte commented on the candidate quality and voted no on
Commissioner Rice’s motion.

Commissioner Harper noted that he liked this process as a test as he thinks we need to
proceed in a measured approach as this will affect other businesses in the areas. He
supported the motion.

Chair SkinnerLopata noted how much she appreciates all of the applicants and voted to
support Commissioner Rice’s motion.

Passed 3/1 Duarte, no.

Recessed to executive session to discuss agent appointments: 4:33pm
Reconvened: 5:10pm

Agent Appointment, 1074, Portland, Hillsdale
Commissioner Rice moved to appoint Bruce Randall as agent at 1074, Portland, Hillsdale.
Passed 4/0.

Agent Appointment, 1079, Elgin-
Commissioner Duarte moved to appoint Warren (Scott) Ludwig as agent at 1079, Elgin.
Passed 4/0.

Agent Appointment, 1196 Springfield-East
Commissioner Harper moved to appoint Dorsey Greene as agent at 1196, Springfield, East.
Passed 4/0.

Recessed for contested case deliberations:

Reconvened: 6:11pm

Christy Shones, OLCC-11-SPR-018-

Commissioner Duarte moved to continue to the August meeting. Passed 4/0.

Camas Close Winery, Christopher Dobson, dba; OLCC-11-V-066
Commissioner Rice moved to amend the proposed order per the list that will accompany
the minutes adopt the amended order as the final order of the Commission. Passed 4/0

George ] Iverson, OLCC-11-SPR-019

Commissioner Rice moved to adopt the proposed order of the AL]J as the final order of the
Commission. Passed 4/0.
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Duffy’s Irish Pub, BCK Corporation, Brad Newberg, Pres/Dir/Stockholder, dba. OLCC-
11-V-068, -068A

Commissioner Duarte moved to amend and reverse the proposed order of the AL]J, per the
list that will accompany the minutes, and adopt the amended order as final order. Passed.
3/1, Harper no

Bing’s Restaurant, Bing’s Restaurant Inc., dba. OLCC-11-V-054

Commissioner Duarte moved to amend and reverse the proposed order of the AL]J, per the
list that will accompany the minutes, and adopt the amended order as the final order.
Passed 3/1 Harper no

Adjourned 6:13 pm

/s/

Cassandra SkinnerLopata, Chair

/s/

Alex M. Duarte, Commissioner

/s/

Michael E Harper, Sr., Commissioner

/s/

Bob Rice, Commissioner

/s/

Ron Roome, Commissioner

/s
Stephen A. Pharo, Executive Director
and Secretary to the Commissioners
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