OREGON LIQUOR CONTROL COMMISSION
MINUTES
Thursday, August 21, 2014

9:41 a.m. Commissioners present were Michael Harper, Marvin Révoal, Bob Rice, Pamela
Weatherspoon and Chairman Rob Patridge. Executive Director, Steve Marks, attended along
with members of staff.

APPROVE MINUTES
Commissioner Rice moved to approve the minutes of the July 25, 2014 Commission Meeting.
Passed 5/0

PUBLIC FORUM
No one from the public appeared to speak before the Commission under public forum.

ADMINISTRATION

There were no members from the public signed up to speak regarding the possible extension
of the 50 cent surcharge. Chairman Patridge asked for a motion on the extension of the
surcharge for the 2015-17 biennium.

Commissioner Harper moved to extend the current surcharge through the 2015-17 biennium.
Chairman Patridge stated this has become part of the state budget and he will vote in favor
but he does not believe that overall it is the right thing to do for the long term to raise funds
for the State of Oregon. He noted distilled spirit taxes are very high in Oregon and that the
Commission rejected an extra 25 cent surcharge last year.

Commissioner Révoal moved to second the motion.

Passed 5/0

LICENSE MATTERS

Midnite Sports Bar & Grill, 3960 Center St NE, Salem

Dan Croy, Licensing Division presented. Mr. Croy said this license renewal application is
before the Commission because the Marion County Board of Commissioners provided an
unfavorable recommendation based on problems associated with the premises. Licensee did
not appear at the meeting.

OLCC Inspector, Chris Olson, investigated all incidents associated with the premises and
determined the problems at the premises supported warning the licensee for having history of

serious and persistent problems. As a result, the licensee is under an enforceable compliance
plan. Commissioner Harper asked if the licensee has responded back to staff about the
concerns. Mr. Croy said the licensee has proactively been working with inspector Olson to
comply with the enforceable compliance plan. Inspector Olson reported the plan seems to be
working because there have been no problems since July 2014, when the plan was put into
place. Commissioner Révoal said the report shows a number of police calls to the premises
and it appears the licensee is only taking the issue seriously because the renewal is up.
Commissioner Rice said clearly, this is troubled establishment; however he has complete trust
in OLCC staff to make a good judgment on negotiating a compliance plan. He wants staff to
make it clear to the licensee the consequences of not following the compliance plan. Chairman
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Patridge agrees the case is troubling and asked, if the application is approved, that someone
from the agency sits down with the Marion County Sheriff and local government to explain
the compliance plan and that we will be working hand in hand with them. Commissioner
Harper stated his disappointment that the licensee did not appear.

Commissioner Rice moved to grant the license renewal application for Midnite Sports Bar &
Grill.

Denied 2/3 Harper, Révoal and Weatherspoon voted no

STIPULATED SETTLEMENT AGREEMENTS FOR NEW LICENSE APPLICANTS
Anna Davis, Administrative Policy and Process Division presented.

Perfect Pizza Company — Tualatin and Wilsonville

Commissioner Harper asked where and when is the licensee required to abstain from alcohol.
Ms. Davis said the restriction is at all times and all places and that the licensee has agreed to
the settlement.

Commissioner Révoal moved to approve the settlement agreement for Perfect Pizza
Company, Tualatin and Wilsonville.

Passed 5/0

CONTESTED CASE HEARINGS

Mt. Angel Market & Deli, OLCC 13-V-034

Anna Davis, Administrative Policy and Process Division, presented at the administrative
hearing and presented staff comments before the commission. Attorney, Michael Mills
represented the licensee, Charanjit Singh, who also appeared before the Commission. Mr.
Mills spoke to his exceptions.

Exotica International Club for Men, OLCC 13-V-095 & 095A
See below

Undefeated Sports Bar & Grill, OLCC 14-V-013 & 013A

Anna Davis, Administrative Policy and Process Division, presented at the administrative
hearing and presented staff comments before the commission. Licensee, Johnny Chao
appeared before the Commission, his attorney who represented him at the administrative
hearing was not present at the Commission meeting. Commissioner Harper asked for clarity
about the civil penalty amount. Ms. Davis repeated the penalty was $2,475.00

Mr. Chao said he does not feel he was on duty at the time of the incident; there was a staff
member behind the bar. He was at the bar when the incident happened and was just trying to
keep a bad thing from happening. Ms. Davis said Mr. Chao was controlling conduct on the
premise by calling for more security backup and telling the bartender to shut the bar down so
he was making decisions for the premises.

Jonathan Hill, OLCC 14-V-033

Anna Davis, Administrative Policy and Process Division presented at the administrative
hearing and presented staff comments before the commission. Mr. Hill did not appear at the
Commission meeting.
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Stephanie A. Green, OLCC-14-SPR-002

Gwenn McNeal, Public Safety Division, presented at the hearing and before the commission.
Ms. Green appeared by phone. Ms. McNeal said that under the current rule, Ms. Green would
not be eligible for a service permit until January 2015 however, if Ms. Green reapplies for a
service permit on September 1, 2014, when the amendments to the rule are in effect, she will
be eligible based on her 21 months abstinence, completion of treatment and compliance with
her post prison supervision. Ms. Green told the commission the steps she has taken to stay
sober.

Chairman Patridge asked staff for clarity about the Midnite Sports Bar & Grill motion to
approve the license renewal which was denied. He asked staff to let him know, when they
return from deliberation, if the Commission needs to take an affirmative motion to deny the
license renewal.

Joshua Williams, Director of Administrative Policy and Process, removed Exotica
International Club for Men from the docket for further staff consideration.

RECESS 10:16 am
IN CHAMBERS DELIBERATION OF CONTESTED CASES
RECONVENE 12:04 pm

Mt. Angel Market & Deli, OLCC 13-V-034

Commissioner Révoal moved to amend the Proposed Order and adopt the amended order as
the Final Order of the Commission.

Passed 5/0

Undefeated Sports Bar & Grill, OLCC 14-V-013 & 013A

Commissioner Harper moved to amend the Proposed Order and adopt the amended order as
the Final Order of the Commission.

Passed 5/0

Jonathan Hill, OLCC 14-V-033

Commissioner Rice moved to amend the Proposed Order and adopt the amended order as the
Final Order of the Commission.

Passed 5/0

Stephanie A. Green, OLCC-14-SPR-002

Commissioner Weatherspoon moved to continued deliberations until the October 2014
Commission meeting.

Passed 5/0

Kealey Browne, OLCC 13-V-133

Commissioner Révoal moved to continued deliberations until the October 2014 Commission
meeting.

Passed 5/0
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Emily Pinkerton, OLCC 13-SPR-030

Commissioner Weatherspoon moved to adopt the Proposed Order of the ALJ as the Final
Order of the Commission.

Passed 5/0

COMPLIANCE

Stipulated Settlement Agreements

Becky Voelkel, Administrative Policy and Process Division, presented thirteen stipulated
settlement agreements to the Commissioners for ratification; Black Book, Rotture/Branx,
Wranglers Western Bar and Grill, Hawthorne Theater, Houndog’'s Bar and Grille, Café Nell,
Labor Temple Diner & Bar, Lighthouse, Thai Beer Restaurant, McGrew’s, Merry Time
Restaurant & Lounge, Nookies Restaurant & Brewery/Hermiston Brewing Company, Swift.
Commissioner Révoal moved to ratify the thirteen Stipulated Settlement Agreements as
proposed by staff.

Passed 5/0

Ratification of Service Permit Refusals

Gwenn McNeal, Public Safety Division, presented four service permit refusals and one
revocation to the Commissioners for their ratification.

Commissioner Weatherspoon moved to adopt the five service permit refusals as
recommended by staff.

Passed 5/0

COMMISSIONER WORKING LUNCH
Jesse Sweet, Policy Analyst, gave a presentation of the measure requirements and prep work

staff has been doing in the event the recreational marijuana initiative passes. Summary of
working lunch: If passed, Measure 91 gives OLCC authority to tax, license and regulate
recreational marijuana. The basics: there are four license types, a person may hold more than
one license type, the excise tax will be paid by the producer, the act does not affect medical
marijuana, allows 4 plants & 8 oz. per residence, prohibits public consumption, does not allow
local government tax, localities may go “dry”. Marijuana remains illegal under federal law;
states that legalize must adhere to the Cole memo. Role of Commissioners: Guide policy,
facilitate public engagement, support communication and adopt final rules.

1:40 pm reconvene in room 103A

RETAIL SERVICES

Request for the delegation of exclusive to non-exclusive liquor store conversion approvals
to staff

Brian Flemming, Retail Services Director, said as an effort to improve service to Oregonians,
in April 2012 the Commission initiated a one year pilot program which allowed four liquor
stores to convert from exclusive to non-exclusive status. Following the test period, the
program received a successful evaluation and was expanded in September 2013 to allow other
agents to apply for the conversion. The current process of appearing at an in-person

Commission meeting can delay an applicant from retailing additional products by several
weeks.
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Mr. Flemming said to date; there have been 16 stores converted and many more in the process
of planning for future conversion.

In order to streamline the process and allow these small businesses the opportunity for
quicker returns and the citizens of Oregon modern shopping and convenience staff is asking
Commissioners to delegate the approval of exclusive to non-exclusive conversions to staff.

Commissioner Révoal asked Mr. Flemming if there is a time in the future when these two
different designations would be obsolete. Mr. Flemming said the question has come up in a
recent Legislative Task Force meeting, it is a possibility but he is unable to see that far into the
future. Steve Marks, Executive Director agreed with Mr. Flemming, we are having
conversations about what we are going to do with merchandising, retail, and our
compensation overall. There could be changes in the future but what they will be is unclear.
Chairman Patridge said he believes it will be a quicker system and he can only recall one issue
since program was implemented.

Commissioner Harper moved to approve the delegation of exclusive to non-exclusive liquor
store conversion approvals to staff.

Passed 5/0

RULES
Kelly Routt, Administrative Policy and Process division presented.

Final Action

Procedural Rules Package (amend 845-001-0007, 845-003-0200, 845-003-0210, 845-003-0220,
845-003-0270, 845-003-0331, 845-003-0460, 845-003-0590, 845-003-0670; adopt 845-003-0345;
and repeal 845-003-0340)

The rules in this package are technically deficient and need to be amended for the following

reasons:

* In 2012, 2008 and 2007, the Commission amended OAR 845-001-0007 Attorney General’s
Model Rules of Procedure. These rulemaking actions were designed to adopt the Attorney
General’s Model Rules for Rulemaking by reference. However, due to a technical defect,
these rulemaking actions are invalid. The rule’s language is also ambiguous.

* In 2012, the Commission amended all of its Division 3 rules. This rulemaking action had
two goals: (1) To adopt the Attorney General’s Model Rules of Procedure for Contested
Cases for the Office of Administrative Hearings, and (2) To adopt eight additional,
compatible procedural rules for contested case proceedings. However, due to a technical
defect, this rulemaking action was invalidated. Certain language is ambiguous and this
rulemaking action failed to adopt by reference the Attorney General’s Model Rules for
Orders in Other Than Contested Cases.

*  On February 3, 2014, the Department of Justice (DOJ) amended its letter (last amended
June 6, 1996) authorizing lay representation in certain classes of contested case
proceedings, in effect expanding the Commission’s authority to use employee
representatives. The amended rules address this update.
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Commissioner Révoal moved to adopt OAR 845-003-0345; repeal 845-003-0340; and amend all
of the remaining rules in OAR Chapter 845 Division 3 effective October 1, 2014.
Passed 5/0

ADMINISTRATION

Legislative Task Force Update

Ranee Niedermeyer, Government Affairs and Communication Director presented. Ms.
Niedermeyer gave an overview of staff’s presentation at the August 13, 2014 Legislative Study

Group. She noted the group was very engaged and there was good conversation. The next
meeting will be held jointly with our regularly scheduled Commission meeting on September
12, 2014 in Bend Oregon. There will be two more meetings after the September meeting held
in Salem. The November meeting will be focused on options for system expansions, overview
of the agency budget request and discuss the marijuana ballot initiative if it passes. The
meeting in December is being held for public testimony and any other informational items
they want more details on.

Chairman Patridge asked Commissioner Révoal his comments on the last two meetings as he
attended both. Commissioner Révoal said the August meeting he found the members to be
very interested in what we are doing as an organization of change. The first two meetings
have allowed the members to see that this may not be the same organization they were used
to seeing for the past thirty years. The changing faces and efforts within the agency are
something they can line up with. They have new information they can process. They were
very receptive at the second meeting.

Steve Marks, Executive Director, thanked OLCC staff for all the great work in putting the
legislative task force presentations together. Mr. Marks said there was a lot of positive feed
back from legislators on the thoroughness of work.

Agency Strategic Plan Update

Mr. Marks told the Commission we are working on updating our 2007 agency strategic plan.
The current agency request budget has some reflection of a direction. The four main themes
are: Support economic growth, make OLCC a great place to work, prevention in communities,
improving communication. Mr. Marks said staff will be engaging the commission along the
way and include front line staff in the groups.

Mandatory Agent Sales Data Reporting

Mr. Marks said this topic has been talked about since he arrived. Staff is ready to move
forward and have a motion before the board which would direct the agency to get all agents
that currently have a POS system to report daily sales and inventory. Additionally, the second
part is to allow time for the agency to develop an IT solution for smaller agents that do not
have POS systems to manually report by July 2015. Chairman Patridge said the data has been
requested and clarified staff does not have to come to the Commission to update the
Operations Manual but we are telling staff to do this particular item. Commissioner Rice
asked if our current system requires new agents coming in to have a POS system. Mr.
Flemming said yes but there are a lingering few (45 agents) that still are not reporting.
Commissioner Rice moved to direct staff to amend the Retail Operations Manual to require
agents, who utilize a point of sale system, to submit daily sales and inventory to Commission
staff beginning on November 1, 2014 and moved to direct staff to amend the Retail
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Operations manual to require agents who do not utilize a point of sale system to submit daily
sales and inventory to Commission staff as soon as OLCC has completed an IT solution that
will enable agents to submit sales and inventory data nightly at the close of business.

Passed 5/0

Commission Approval of all Product Listings

Mr. Marks said Chairman Patridge asked staff to submit a process for listings approval and
staff is prepared to do that on a bi-monthly basis. Commissioner Rice asked for background of
why we are making this change. He said in the past, Commissioners sat in on the tasting’s and
approved every listing. Then the board delegated that authority to staff. Mr. Marks said he
understands Commissioner Rice’s point. With the new process, staff would still primarily do
the actual listings process, then on a delayed basis, staff will bring the product listing which
already are pre-approve by staff for your concurrence. Commissioner Rice asked if staff sees a
delay in allowing products to be on the shelf. Chairman Patridge said it will not slow down
the process; it brings to the Commission the visibility of concurrence with the listing that staff
has already determined and could put the board in a position to remove a listing.
Commissioner Harper moved to direct staff to present a list of distilled spirits products
available for sale in Oregon for commission approval at bi-monthly Commission meeting
beginning in October 2014.

Passed 5/0

Commissioner Révoal asked if we still needed to follow up with a motion to deny Midnite
Sports Bar and Grill. JoshuaWilliams, Director of Administrative Policy and Process, said yes,
we need a motion to deny the application. Commissioner Révoal moved to deny the
application for license renewal of Midnite Sports Bar and Grill.

Passed 3/2 Harper, Revoal, Weatherspoon voted to deny the application, motion carries.

Commissioner Feedback on OLCC Business Not on the Agenda
None

ADJOURN 2:04 pm

Michael E Harper, Sr., Commissioner

Rob Patridge, Chairman

Marvin Révoal, Commissioner

Bob Rice, Commissioner
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Pamela Weatherspoon, Commissioner

Steve Marks, Executive Director
and Secretary to the Commissioners

NOTE: The next Commission Meeting will be held in Bend OR on September 12, 2014
The meeting location is accessible to persons with disabilities. A request for an interpreter for the
hearing impaired or for other accommodations for persons with disabilities should be made at least 48
hours before the meeting to staff at 1-800-452-6522 or Portland 503-872-5006.
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