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RE: JPROPOSED CHANGES TO 27 CFR PARTS 7 AND 25 NOTI CE No. 41
RELATED TO FLAVORED MALT BEVERAGES AND BEER

Dear Chi ef:

O wite on behalf of the California Small Brewers Association (CSBA), a client of

this firm in support of the Departnent of the Treasury and its Al cohol and Tobacco Tax and
Trade Bureau’ s (TTB) proposed changes to 27 CFR Parts 7 and 25 as contained in Notice No, 4.
CSBA is u trade association rcprcscnting the interests of approximtely 300 craft brewers and
fam|y-owned snmall businesses in the State of California.

OAs you may know, craft and regional brewers along with brewubs have hel pcd

create many successful business opportunities over the past twenty-live years with brewers

found in virtually every large and small netropolitan area in California enploying thousands of
people in small fam |y owned businesses. This is the type of industry that governnent should
foster and protect through fair and equitable |Iaws and regul ations. Unfortunately, the nunber of
craft brewi ng small businesses closing since the arrival of the newer varieties of flavored malt
beverages (FMB) has exceeded the nunmber of craft brewing small businesses opening, reversing

the trend and weakening the industry. This fact has nmade for difficult years in the craft brew ng

industry, resulting in small business closures, layoffs and decreased revenue for famly-owned
and | ocal businesses in California.

[JAs craft brewers, the nenbership of CSBA support and rely upon clarity in the

mar ket pl ace. Thus. CSBA supports the notion that if any product is sold, marketed and taxed as
a malt beverage it should al so be produced in accordance wth the strict standards required of al
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other malt beverage products. CSBA supports TTB s proposcd “05% fl avored nalt beverage

standard” standard becanso it ensures product integrity, prcscrves |ongstanding distinctions

i nposed on boor, wne and spirits, and provides a uniformmd consistent classification system on
whi ch states, manufacturers, wholesalers, retailers and consuners can rcly. Fwther, the TTB s
proposed “0.5% fl avored nmalt beverage standard” is firmy based on existing federal and state
statues and regul ati ons which were designed to properly identify products for the benefit of
consuncrs and to appropriately protect governnent revenues.

Ol n short, TTBs proposed changes recogni ze that beer and distilled spirits are

distinctly different products, The recent introduction and high volunme growh of FMBs in the

mar kel pl ace wanrrants a corresponding and tinmely regul atory change to ensure the distinctions

bet ween different products are maintai ned and not blurred or confused. It is clear that the

blurring of these distinctions will cause confusion anongst the consum ng public and threaten

the tax rates a of the beer industry, nost significantly the Small Brewers Differential at federal and
state levels. Absent a national standard rooted in existing |aw and regulation, small craft brewers
faco a potential for a patchwork of individnal state |laws and regulations. In the end, the chaos
created in the marketplace could be particularly injurious to the economcs of the snal

busi nesses and craft brewers represented by CSBA

(OFor thcse reasons CSBA is pleased to support the proposed changes by TTB as
contained in the Federal Register, Vol. 68, No. 56, Monday, March 24, 2003, affecting Part 7
Label ing and Advertising of Malt Beverages and Part 25 Beer.

Ol f you or your staff should have any questions need of additional information,
pl ease feel free to contact ne at (916) 442-8888. Thank you.

Si ncerely,

Chri stopher J. Wl ker
for NOSSAMAN, GUTHNER, KNOX & ELLI OTT, LLP
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