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Dear M. Foster:

[JAs Acting Chairman of the North Carolina Al coholic Beverage Control Comm ssion and

as a nmenber of the NABCA Board of Directors, | commend TTB on its pronpt response to the

states’ concerns over the content, |abeling, and marketing of Flavored Malt Beverages (FMBs),
and wite to indicate nmy support for TTB s proposed changes to its rules governi ng FVB
standards, and their |abeling and advertising. | am al so appreci ative of your excellent
presentation explaining the history of the devel opnment and approval process of these products at
| ast Cctober’s Adm nistrators Conference in Phil adel phia.

[OBearing in mnd the controversy over this issue, and the confusion of ABC regul ators and

retailers of malt beverages as to the proper classification of FMBs (as well as consuners), | am
witing to indicate ny support of TTB s proposed rule changes in new section 7.11 whereby the

finished flavored nalt beverages nust contain |less than 0.5% al cohol by vol une from al cohol

flavoring materials and other ingredients containing alcohol. | agree with TTB's belief that a nmalt
beverage that contains 0.5%or nore al cohol by volune that is derived fromdistilled spirits or
fromdistilled spirits in the formof flavors should, in fact, be classified, taxed and distributed as a
distilled spirit. | further believe that malt beverage manufacturers’ recent use of flavors

containing distilled spirits (to the extent that the al coholic content of the finished product is
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1 al so support TTB' s proposal to require a mandatory statenent of al coholic content on

the brand | abel for FMBs containing al cohol fromsources other than fromfernentation at a

brewery [proposed new rule sec. 7.22(a)(5)]. It has been our experience at the Conmm ssion that a
statenent of alcoholic content is beneficial to consuners, based on the inquiries and conments we

have received over the years. | believe it is essential in the case of FMBs that al cohol content be
stated because a significant nunber of the FMB * s brand | abels are, at first glance, virtually
identical to distilled spirits product |abels or resenbl e popul ar non-al coholic juices, sodas, bottled
wat ers and energy dri nks.

OFurther, I amin favor of the codification of ATF Ruling 2002-2 that would prohibit a

manuf acturer or brand owner from using descriptive | anguage or ternms referring to the

intoxicating effects of the product, or claimng that the flavor of the FMB is |ike a particul ar
distilled spirit product, either by type or brand. | do not believe statements such as these should
appear on either the brand | abel or any other |abel, carton or advertisenent for the product.

These statenents are, in nmy opinion, msleading, in that many products’ |abels have carried
statenents in such a way that the consuner is left with an inpression that the product contains
distilled spirits.

OFinally, | support the additional proposed changes for Part 25 that revise the definition of
“beer”, and that govern the filing of fornmulas with TTB.

(OThe changes proposed by the TTB will provide a national standard for manufacturers,

whol esal ers, and retailers of malt beverages, will provide for consistency in the historical and
traditional categorization of products, taxation, and distribution by the federal governnent as
well as the states, and will provide for consistency in consuner expectations.

OLastly, I aminformed that despite concerns expressed previously by sone nmanufacturers

as to their ability to produce existing FMBs in accordance with the new proposals, the

manuf acturers have already denonstrated their expertise and ability to brew FMBs under the new
proposed federal standard, so that the refornulated FMB products wll | ook and taste the sane,
and have no discernable taste differences for consuners.

OThank you for the opportunity for comrent on the proposed rul e changes, and pl ease feel
free to contact us if you have any questions.



Ann S. Fulton
Acting Chairman



