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Sept ember 17, 2003

Chi ef, Regul ations and Procedures Division
Al cohol and Tobacco Tax and Trade Bureau
P. O Box 50221

Washi ngt on, DC 20091-0221

Dear Sir or Madam

As a nenber of the Arizona State Senate, | amwiting to express ny support for the
U S. Treasury’s Al cohol and Tobacco Tax and Trade Bureau proposed rul emaking to
flavored malt beverages. (2001R-136P)

It is nmy understanding that under applicable federal statutes, beer and malt beverages

are taxed and regul ated differently than distilled spirits-the principle distinction being
whet her the alcohol in the product is derived fromdistilling or brew ng. The proposed
regul ati on woul d provi de that al cohol beverages would be taxed as beer and regul ated

as malt beverages only if |ess than one-half of one percent of the content of the

beverage is from al cohol added through the addition of distilled spirits rather than from
the brew ng process. A significant nunber of flavored malt beverages derive nost of

their alcohol fromflavorings containing distilled spirits rather than fromfernentation
during brew ng.

My research indicates that the definitions of "beer"” and "malt beverage" in the rel evant
statutes do not properly all ow beverages taxed at the beer rate and regul ated as malt
beverages to contain unlinmted anbunts of added distilled spirits. Therefore, |I feel it is
appropriate and even necessary to propose clear standards for these products.

Furthernore, regul ating these products woul d di scourage a pat chwork of individual

state |l aws and regul ati ons where the sanme product may ultimtely be sold as a "beer" in
one state and as a "distilled spirits" in another.

VWil e concerns have been raised regarding the ability of manufacturers to produce
flavored malt beverages in accordance with the proposed regul ati on, brewers have

al ready denonstrated the expertise and technical ability to brew these products under
the new federal standard. Flavored malt products that | ook and taste the same will be
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avail able to whol esalers and retailers in all states with no interruption and no
di scernabl e taste differences.

Thank you for allowing me this opportunity to state my support for the current TTB
proposed rul emaking for flavored malt beverages.

Si ncerely,

Tinmothy S. Bee

Senate Majority Leader
TSR rd



