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Restaurants receiving a violation of the Colorado Liquor Code or the Colorado 
Food Protection Act are sometimes offered the opportunity to enter into a stipulation – 
a settlement agreement – to resolve alleged violations.  Restaurant owners should be 
aware of the ramifications of signing stipulations in Colorado, however, as stipulations 
can create greater obligations than those set forth by state or local laws, may deprive 
restaurants of their legal rights regarding future violations, and may lead to 
unforeseen problems for the restaurant. 
 

In Colorado, a restaurant or bar is licensed to sell alcohol by both the State of 
Colorado and a local licensing authority (generally the city where the restaurant is 
located).  Both the State and local licensing authority, therefore, have the power to 
regulate liquor-licensed establishments.  When a licensing authority has cause to 
believe that a restaurant has violated the Liquor Code, it will issue a Show Cause 
Notice to the restaurant.  The Show Cause Notice is similar to a criminal citation and 
requires the restaurant, through its attorney, owner, and/or manager, to appear 
before the licensing authority to show why it should not be sanctioned for the alleged 
illegal conduct. 

 
A similar process is found in the Colorado Food Protection Act (oftentimes 

referred to as the Health Code) regulating retail food establishments (except those in 
Denver, which are covered by Denver’s own Food Code).  Under the Health Code, 
restaurants are regulated by local or regional health departments which make regular 
inspections to ensure the safety of food preparation and service.  The Health Code 
provides for new violations to be handled by the civil penalty process, which gives the 
restaurant notice of the violation and a reasonable time to correct the violation.  But 
the Health Code also permits local health departments to seek the revocation or 
suspension of a licensee through the Show Cause process after going through the 
steps required by the civil penalty process.  
 

At or before the Show Cause Hearing, restaurants are generally given the 
opportunity to meet with an attorney for the licensing authority to discuss the 
violation and, potentially, reach a resolution (similar to a plea bargain in the criminal 
courts).  If the restaurant and the licensing authority are able to reach an agreement, 
the agreement is reduced to a stipulation that must then be signed by both the 
restaurant operator and the licensing authority.  If a restaurant refuses to agree to a 
stipulation, the licensing authority will conduct a hearing on the alleged violation, with 
consequences for the licensee. Stipulations are legally-binding documents and 
restaurant owners should be cautious of their terms because they may have 

unanticipated consequences.  Stipulations generally require the restaurant to admit to 
the violation and also set out the penalty for the violation.  Penalties for liquor 
violations, for instance, typically take the form of an active suspension (where the 
restaurant must cease liquor sales for some period of time) or a fine-in-lieu of 
suspension (a monetary penalty based on the restaurant’s alcohol sales).   

 
Restaurants especially need to be aware that breaching the terms of the 

stipulation itself may ultimately result in further suspension.  This is particularly 
troubling when licensing authorities insert requirements in the stipulation regarding 



staffing, training, hours of operation, noise, conduct of patrons after they leave the 
establishment, dress codes, future violations, or other matters not addressed by the 
applicable code.   These additional requirements may be vague and difficult for a 
restaurant to follow.  Nevertheless, if one of these added requirements is violated, the 
licensing authority may penalize the restaurant by reinstating suspension days 
originally held in abeyance.   

 
Another troubling trend, seen with regard to the Health Code, is for local health 

departments to require restaurants to waive their procedural rights to the civil penalty 
process.  By doing so, the restaurant may receive an immediate suspension without 
the opportunity to go through the civil penalty process set forth by statute (as would 
normally be permitted).   

 
For these reasons, it is strongly recommended that a restaurant operator seek 

legal advice whenever they receive a Show Cause Notice or are asked to enter into a 
stipulation to resolve a liquor or health violation. 

 
It is important to keep in mind that entering into a stipulation can be positive 

for a restaurant.  It prevents the necessity, and expense, of proceeding to hearing on 
the violation.  It also gives the restaurant a sense of certainty regarding the penalty it 
will receive for the violation (whereas proceeding to hearing leaves the penalty decision 
in the hands of the licensing authority).  But restaurant owners need to be aware that 
entering into a stipulation is not something that they can do and simply forget about.  
Rather, stipulations can have long-term effects on a restaurant’s continuing 
operations.  As a result, restaurants should be cautious regarding the terms – and 
should fully understand the legal consequences – of entering into stipulations to 
resolve either liquor or health violations. 
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