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On behalf of the California Beer and Beverage Distributors and our 130
menbers we would join with the Beer Institute and the National Beer

Whol esal ers Association in our strong support of the Treasury
Departnent’s Tax and Trade Bureau’s (TTB) March 24, 2003 notice of
proposed rul emaki ng that woul d establish a federal standard for flavored
malt beverages. W find the proposed standard that the term ‘il avored
beer” or “flavored malt beverage” cannot be used on a product if nore
than 0.5% of the alcohol in the final product was derived fromdistilled
al cohol is reasonable and conports wth | ong standing definitions of beer
found in federal and state statutes and regul ati ons.

The notice of rul emaking requests industry comment on the foll ow ng
gquestions: . —

1.001s it practical to produce beverages currently on the market under
(Ot he proposed standard, and what is tine needed to conply?

[OResponse: It is our understanding, based on information derived
Of rom our | eading brewer suppliers, e.g., Anheuser-Busch,
(OSAB/ M | | er and Coors Brew ng Conpany, that existing products
(Ocan be refornmulated in a tinely manner in conpliance with the
Oproposed definition with mnimal disruption to the market pl ace.

2.0ls there an alternative standard that woul d be nore appropriate?

[JResponse :The proposed 0.5 % standard is the nost appropriate
Ostandard as it is consistent with the Internal Revenue Code (I RC)
Otreatment of flavor concentrates: The | RC provides that

(beverages in which distilled al cohol constitutes nore than 0.5%
Oof the alcohol in the final product rray be produced, provided they
Oare sold, marketed and taxed as distilled spirits. To establish &
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standard not in accord with past |aws and regul ati ons woul d be
unreasonable and w Il blur |ongstanding federal and state
statutory and regulatory distinctions anong the three |icensed
beverage product categories.

3.0Are there any |l egislative changes this would require?

Response: California has adopted the federal standards for beer

and nmalt beverages. Federal |eadership in defining beverage
categories is inportant to avoiding a wide variation in state |aw
regardi ng beverage classification. The adoption of this standard

is in historic conpliance with the conposition of products that are
generally regarded to be beer by the public and state

pol i cymakers.

In summary, the California Beer and Beverage Distributors
respecifully urges TTB to give final approval to the proposed
0. 5% standard for flavored beer and/or flavored nmalt beverages.
Thank you for the opportunity to conment on this inportant

r ul emaki ng.

Si ncerely,

VICTORIA G HORTON
Pr esi dent



