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Will We
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The Florida House of Representatives

atherford

Regulatory Affairs Committee

Business & Professional Regulation Subcommittee

Debbie Mayfield
Chair

AGENDA
September 24, 2013
12 House Office Building
9:00 AM - 1100 AM

Call to Order & Roll Call

Welcoming Remarks

Workshop on the following:
Craft Brewers Business Development Regulatory Issues
e Speakers:

@]

O 00O

o)

Rick Wolfe, Brewers’ Tasting Room, St. Petersburg

Chris McCall, Cocoa Beach Brewing Company, Cocoa Beach
Matthew Cornelius, Darwins on 4th, Sarasota

Jim Massoni, Florida Beer Company, Cape Canaveral

Rob Whyte & Jennifer Gratz, Fort Myers Brewing Company, Fort
Myers

Ben Davis, Intuition Ale Works, Jacksonville

Presentations by Department of Business and Professional Regulation:

a. Status of Homeowners’ Association Registration System
b. Florida State Boxing Commission — Finance & Operations Update

Adjournment

303 House Office Building, 402 South Monroe Street, Tallahassee, Florida 32399-1300

(850) 717-4871 Fax: (850) 413-0419
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Business Development
Regulatory Issues



Florida House of Representatives

Business & Professional Regulation Subcommittee

Representative Debbie Mayfield, Chair

Workshop on Craft Brewers Business Development Regulatory Issues

September 24, 2013, 9 am — 11 am, 12 HOB

The Business & Professional Regulation Subcommittee is reviewing mait beverage regulations
and seeking input from all affected parties. This initial workshop is focused on obtaining input
from businesses holding both a malt beverage manufacturer’s license and a vendor’s license on
the following issues and topics that may impact the business development of such businesses

in Florida.

e Growler Issues:
o Should a licensed manufacturer be permitted to fill growlers with:

Beer manufactured by the licensee at the manufacturing location where
the growler is to be filled

Beer manufactured by the licensee at a licensee manufacturing location
other than where the growler is to be filled

Beer manufactured under contract with another business entity

Beers not manufactured by the licensee (guest beers)

o Who should be permitted to fill growlers:

An authorized licensee at the time of purchase by a consumer for off-site
consumption
An authorized licensee at the time of purchase or in advance of purchase
by a consumer for off-site consumption
¢ Note: for general discussion purposes, growlers should be
considered containers filled at time of sale. Federal law considers
a growier that is filled at the time of sale to be a large glass
(container) and when filled in advance of sale to be a bottle.
Licensees authorized to fill growlers could include: a manufacturer
holding a vendor license (s. 561.221(2), F.S.), a vendor holding a
manufacturer license (brewpub, s. 561.221(3), F.S.), a vendor holding a
consumption on premises license, a vendor holding a consumption off
premises only license (package sales), a vendor holding a quota license

o Should container sizes be restricted to:

The existing statutorily authorized sizes
The existing statutorily authorized sizes as well as 64 ounce containers
Any size container

o Should containers used as growlers be limited to:

The original manufacturer’s branded/labeled growler

Other manufacturer’'s branded/labeled growler

Any container regardless of manufactured purpose or material, e.g.,
glass, stainless, plastic, other

o Should there be any cleaning requirements for:

Quality control
Sanitation
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o Should there be any requirements related to sealing containers:
» Shrink wrap; Note: a secondary seal may not be required to prevent

"open container” issues, but a shrink wrap seal could be a prudent

measure to avoid such issues

» Other
o What labeling should be required:
= Current “Florida” or “FL” requirement (s. 563.06, F.S.)
» Label contents
o Government warning
Brewer’s name
Brand Name
Class and Type
Alcohol Content
Place of production
Net contents
o Other
» Label type
e Preprinted
¢ Preprinted but with areas for handwritten information
Should taproom(s) be permitted:
o At the brewery or not separated by more than one public street
o At the brewery and with one or more additional locations per manufacturing
location
o Other
Manufacturer self-distribution discussion topics:
o Importance in creating demand for a new manufacturer’s brand
o Limits

= Always permit self-distribution of a specified volume not tied to total
annual production

= Permit self-distribution annually of a specified volume, for manufacturers
with total annual production less than a specified volume

= Require the use of a licensee owned vehicle

= By container type, e.g. kegs, growlers, bottles/cans

o No limits
Franchise agreement issues to discuss:
o Difficulty contracting for adequate distribution
o Statutory requirements related to changing distributors
Should the malt beverage exceptions to the 3-Tier System be modified:
o Background information on existing exceptions:

* “Tourism” Brewery exception: malt beverage manufacturer holding a
vendor license for sale of alcoholic beverages on the brewery property,
see s.561.221(2), F.S., for specific requirements.

=  Brewpub exception: vendor licensee (a restaurant with an alcoholic
beverages vendor license) holding a malt beverage manufacturer’s
license for sale of the vendor brewed beer for consumption on premises
only, see s.561.221(3), F.S., for specific requirements.

= Note: under the current implementation of the law there does not appear
to be any requirements that would generally preclude a business from
operating under either exception. For example, some licensees operating
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under the tourism brewery exception are setup like a brewpub without the
brewpub limitations.

o Potential modifications for discussion:

Clarify requirements/limitations under tourism brewery exception

Permit brewpubs to fill growlers

Create one exception that permits an entity to hold malt beverage
manufacturing and vendor licenses with appropriate requirements and
limitations that would support the brewery/taproom or brewpub business
model

Require entities holding a manufacturer's and vendor’s license to
manufacture the malt beverages onsite, i.e., may not contract out
manufacturing

No change

Should malt beverage manufacturers be permitted to purchase any
vendor license that fits their business model, e.g., beer only for
consumption on or off premises; beer and wine for consumption on or off
premises; beer, wine, or spirits for consumption on or off premises; or
should a malt beverage manufacturer’s license authorize the sale of the
malt beverages manufactured under that license to be sold directly to
consumers at the manufacturing location

¢ Brewpub Exception
o Existing law appears to allow brewpub-type businesses (a restaurant with an

onsite brewery) to operate under the brewpub or the tourism brewery exception;
consequently, the statutory limitations that apply to a business licensed under the
brewpub exception can generally be avoided by obtaining a manufacturer’s
license and a vendor’s license under the tourism brewery exception.
Nevertheless, input is requested on issues, if any, related to the regulatory
limitations for businesses operating under the brewpub exception, such as:

On-premises consumption only
Production limits
No access to distribution channel
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Beverage Law Overview Related to Craft Brewery Issues

The Beverage Law regulates the manufacture, distribution, and sale of wine, beer, and liquor by
manufacturers, distributors, and vendors. The Division of Alcoholic Beverages and Tobacco
within the Department of Business and Professional Regulation (DBPR) is the agency
authorized to administer and enforce the Beverage Law.

Three-Tier System

In Florida, alcoholic beverages are generally regulated through what is termed the “three-tier
system.” The system requires that the manufacture, distribution, and sale of alcoholic beverages
be separated. Retailers must buy their products from distributors who in turn buy their products
from the manufacturers. Manufacturers cannot sell directly to retailers or directly to consumers.
The system originated after the repeal of Prohibition to prevent the pre-Prohibition practice of
manufacturers having financial interests and other forms of undue influence over retailers. Such
relationships between manufacturers and retailers were known as “tied-houses.” In general,
state three-tier systems were intended to achieve the following goals:

e To avoid the overly aggressive marketing and sales practices of the pre-Prohibition era;
¢ To help ensure tax revenues can be collected efficiently;
e To facilitate state and local control of alcoholic beverages; and
e To encourage moderate consumption.
Exceptions

Florida law provides limited exceptions to the three-tier system, including allowing craft liquor
distillers to sell limited quantities of liquor directly to consumers, allowing Florida manufacturers
of wine to own up to three vendor’s licenses, and providing two malt beverage related
exceptions, which are explained below.

Malt Beverage Exceptions

e Tourism Exception: Section 561.221(2), Florida Statutes, authorizes DBPR to issue a
vendor’s license to a manufacturer of malt beverages for the sale of alcoholic beverages
on the brewery property. There is a requirement that the property promote the brewery
and the tourist industry in the state. There are approximately 40 malt beverage
manufacturers who have also been issued a vendor’s license under this exception. Over
50 percent of those vendor licenses have been issued in the last two years. Under the
tourism exception, a brewery typically obtains a vendor’s license that allows the sale of
alcoholic beverages for consumption on premises or for consumption off premises.
Depending on the type of vendor’s license obtained, a brewery may sell the beer
manufactured at the brewery, the beer of other manufacturers, or beer, wine, and spirits.
Approximately 80 percent of these breweries have a vendor’s license that allows the
sale of beer and wine for on premises or off premises consumption.

e Brewpub Exception: Section 561.221(3), Florida Statutes, authorizes a licensed vendor
to be licensed as a malt beverages manufacturer. The beer brewed by the vendor may
only be sold for consumption on premises and the brewery is subject to production limits.
There are approximately 36 vendors who have been issued a manufacturer’s license
under the brewpub exception.
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Malt Beverage Exceptions Comparison

Tourism Exception

Brewpub

Production Limits

No

Yes (10,000 kegs [155,000
gallons per year])

Manufacturer’s License Fee

$3000 per year

$500 per year

Manufacturer Distribution
Through Three-Tier System

Yes, may contract with
distributors

No, may only sell beer to
consumers for on premises
consumption

Manufacturer Self-

Limited in that they can sell

Limited in that they can sell

Distribution directly to consumers at their directly to consumers at their
premises premises
Growlers Yes, may fill growlers with the No

beer manufactured at the
brewery, from another brewery
under the same ownership, or
from another manufacturer for
off premises consumption

Non-Growler Retail Sales

Yes, as allowed based on the
type of vendor license, e.g.,
beer and wine for on premises
or off premises consumption

Yes, as allowed based on the
type of vendor license, but only
for on premises consumption

Food sales Yes, may hold a food service Yes, may hold a food service
license license

Examples Cigar City Brewery, Cigar City Bear Brewing, McGuires Irish
Brew Pub, Green Room Pub, River City Brewing
Brewing, Pegs Cantina and Company, Seadog Brewpub
Brewpub, Swamp Head
Brewery

Definitions:

Florida law provides that the terms “beer” and “malt beverage” mean all brewed

beverages containing malt.

The term “growler” is not defined in Florida law. The Alcohol and Tobacco Tax and
Trade Bureau (TTB) Beer Industry FAQ defines “growler” as “a large container that we
may consider as either a large glass or as a bottle.” There are TTB tax and labeling
implications depending upon whether the growler is treated as a bottle, if filled in
advance of sale, or treated as a glass, if filled at time of purchase.
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Homeowners’ Association
Registration System
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