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Re: TTB Notice 4. Flavored Malt Beverages and Rel ated Proposal s
Dear M. Foster:

| amwiting to comrent on TTB Notice 4, Flavored Malt Beverages (FMBs) and Rel ated

Proposals. | am concerned that the proposed FMB standards, which would require 90 percent of
the alcohol in FMBs to come froma malt base, would be overly costly, harnful to the product.
and —nost inportantly —produce little public benefit.

First, the 90/10 fornul ation standard may affect the flavor and appearance of these beverages,

whi ch have already attained considerable consuner loyalty. Retrofitting the FMB manufacturing
process to derive 90 percent of the alcohol in an FMB froma nalt base woul d be trenendously
costly, and could jeopardize the profitability of this growing market sector. if the new

formul ati on standards increase the costs of producing FMBs, and alter their taste such that
consuners are reluctant to purchase them the FMB market will decline. This decline in
profitability will npst surely drive sone FMB manufacturers out of the market, and reduce
conpetition in the marketplace. Consequently, you should anticipate loss of jobs in factories that
produce FMBs, and increase costs to consuners.

Second, the TTB has offered no conpelling public policy rationale for why the formul ation of
these products needs to be altered in this drastic way. Wth or without the proposed changes,
FMBs w Il contain no nore al cohol than beer; and the al cohol content in FMBs and beer will
have identical effects upon those who consune the beverages. Additionally, it is not clear how
this rule would reduce underage drinking, since the Federal Trade Commi ssion has recently
found that FMB producers do not nmarket to youth.

Third, this proposed rule would penalize those who have relied on | ongstanding TTB (ATF)

policies. The decades-old |law that regul ates beer, wine and distilled spirits was npst recently re-
examned in 1996. At that tinme, set a standard for flavor content in FMBs that contained nore

than 6% al cohol by volune in the finished product. Although this ruling contenplated a
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rul emaki ng on the use of flavors in FMBs with al cohol by volune of less that 6% no such

proposal appeared until this year. In the intervening 7-year tinme period, manufacturers have
relied on the existing |law and TTB action. TTB has approved dozens of Statenents of Process

(SOP's) for FMBs. In reliance, manufacturers have invested mllions of dollars in the

formul ati on and marketing of new products. These investnents have created hundreds of jobs

and a fast-growing U S. narket sector in which tens of millions of cases of FMBs have al ready

been sold. Wthout a reasonable public health or safety rationale, it does not seem prudent or fair
to revise these rules dramatically at this stage of the gane.

G ven the costs that the 90/ 10 standard woul d i mpose on the FMB i ndustry, and the nini mal
benefits it would provide to consuners and the public, | urge TTB to re-exanine this issue and to
adopt a different majority standard for the fornul ati on of FMBs.

Best personal regards,

Ji m Bunni ng

United States Senator



