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House Committee on Alcoholic Beverage Control
Thursday, March 9,2017 at 10:00 a.m.
Room 423

MINUTES

The House Committee on Alcoholic Beverage Control met at 10:00 a.m. on March 9, 2017 in
Room 432. Representatives Boles, Brawley, Earle, Fisher, Hanes, Harrison, Hastings, Holley,
Hurley, Jones, McGrady, Murphy, Potts, Richardson, Stone, Willingham, and Zachary attended.

Representative Jamie Boles presided and called the meeting to order at 10:10 a.m. The Sergeant
at Arms and Pages in attendance were recognized by the Chairman.

Chairman Boles introduced the Chairman of the North Carolina ABC Commission, Zander Guy,
to the committee and asked him to say a few words to the members. Chairman Guy recognized
Mr. Bob Hamilton, Administrator of the Commission and Agnes Stevens, Chief of Staff for the
Commission.

Chairman Boles recognized Mr. Robert Hamilton, Administrator of the North Carolina ABC
Commission to give a history of the ABC Commission to the members. After his presentation
(copies of handouts provided are attached in these minutes), the floor was open for a period of
questions and answers by the members.

There being no votes taken and no further business conducted, the meeting adjourned at 10:43
a.m.

: ép. James L. %oles, Jr. (' Kerry %éuic:, Committee Clerk

Presiding







NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2017-2018 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Thursday, March 9, 2017

TIME: 10:00 AM

LOCATION: 423 LOB

COMMENTS: The ABC Commission will give a history of the Commission. No bills will be
heard at this meeting. (Please note this is not the committes usual meeting time)

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 1:35 PM on
Tuesday, March 07, 2017.

___ Principal Clerk
_ Reading Clerk — House Chamber

Kerry Guice (Committee Assistant)






House Committee on Alcoholic Beverage Control
Thursday, March 9, 2017, 10:00 a.m.
Room 423, Legislative Office Building

AGENDA

Welcome and Opening Remarks
Rep. Boles, Presiding

Introduction of Pages

Presentations .
Mr. Robert Hamilton, NC ABC Commission

Adjournment






ABC Commission Structure

Chairman Commissioner Commissioner

(appointed by (appointed by (appointed by
Governor) Governor) Governor)

Responsible for

Setting policy
priorities for
Commission

Note: ABC Commission
operates within the
Department of Public

Delegation of Safety

duties to staff

Executing
official orders

Presiding over
Commission's
monthly meetings

A sample of liquors produced in North Carolina

400 East Tryon Rd.
Raleigh, NC 27610
919-779-0700
http://ABC.NC.GOV
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What does the ABC Commission do?

The ABC Commission provides procedures to ensure the
proper administration of the ABC laws throughout the state
of North Carolina.

How big is North Carolina’s

ABC operation?

The ABC Commission staff of fewer than 50 employees oversees

a uniform system of control over the sale, purchase, transportation,

manufacture, consumption and possession of alcoholic beverages in
the state. (GS 18B- 100).

ABC Commission Authority - Statutes

Administer the ABC laws

Provide for enforcement of the ABC laws

Set prices of spirits sold in ABC stores

Determine brands of alcoholic beverages sold in the state
Serve as wholesale distributor of spirituous liquor
Contract for state ABC warehousing of spiritous liquor
Oversee local ABC Boards

Issue ABC permits

Impose sanctions against businesses holding ABC permits
that violate the law

Promulgate rules

ABC System Is Self-funding

» Local ABC Boards in North Carolina are established and operated

with no state funds — ABC store sales pay for local overhead costs.

ABC stores are owned or rented by the local ABC Boards that also
hire the store staff. ABC store staff are not state employees.
ABC stores are not owned by the state.

ABC Commission and Warehouse operations are funded by

case shipments of liquor to ABC Boards (no money from the
General Fund). ABC Commission staff are state employees.
Warehouse staff are employees of warehouse private contractor,
not the state.

ABC Commission Staff Functional Duties

Commission
Member

Commission
Member

Audit
& Investigations

Permit

e Director, 3 Chief Counsel, e Director

field auditors,
b application
nvestigators
and 1 support
assistant
inspect ABC
permitted
establishments
for compliance
with laws and
rules

3 attorneys

and 3 support
positions
prosecute 1,200+
violations per
year, provide
counsel to

public and staff
regarding
interpreting

and implementing
ABC laws and
rules

and 10 permit
specialists
receive
applications
& issue
approximately
8,500 new
permits per year
and manage
existing
permits for:

- 18,000
retailers

- 225 breweries
- 228 wineries &

- 61 distilleries

ABC System Generates Revenue
* NC is regularly among the lowest states in per capita alcohol
<onsumption and highest in revenue generated from alcohol sales

ABC Commission oversees an estimated $5 billion per year alcohol
industry in North Carolina

Chairman

Chief
Administrator

Deputy
Administrator

Administrative

iT Director
develops/
maintains IT
systems

Public Affairs
Director
manages |
Commission
communications
with the public,
news media and
policy makers

Personnel,
Payroll, Budget
Director |
provide internal
and external
administrative
support for

agency

e $380 million + in annual revenue distributions go from ABC board retail

sales to state and local governments

ABC Board Warehouse Education

¢ Director, one Private e Education

auditor and
one spirituous
liquor pricing
manager maintain
pricing for
2,000+ liquors;
communicate
with, oversee
& conduct
performance
audits of 166
ABC boards

contractor,

LB&B Associates,
receives, stores
and delivers
approximately
5.6 million cases
of spirituous
liquor to

local ABC

boards a year

Director
implements
training for
approximately
7,000 staff of
ABC permit
holders and
ABC Boards

Underage Initiative

* Director and 3

staff implement
initiative to
reduce underage
drinking and the
Talk it Out
Campaign

$24 million + collected by the state ABC Commission from permit
application fees and renewals for the benefit of the General Fund

$1 million in revenues generated from ABC Commission sanctioned
penalties paid by permit-holders to local school districts where
violations occurred

Excise taxes from beer and wine sales total $140 million+











































































Alcoholic Beverage Control

instead it relies on the Alcohol Law Enforcement (ALE) section of the state Department of Public Safety and on local
ABC officers. Commission lawyers handle hearings on violations of the law by permit holders.

Although the commission does not appoint local ABC board members or employees, it has general supervisory
authority over all local ABC systems. It also issues regulations that local boards must follow, conducts mandatory
training for local board members, audits local boards’ finances and general operations, and in some circumstances
may remove local board members and employees. The location of all ABC stores has to be approved by the commis-
sion. When a local ABC system is losing money, the commission may step in and close stores or require the system to
merge with another to maintain solvency.

Local ABC Systems

Alcoholic beverage control (ABC) stores sell only hard liquor and fortified wine.® They are operated by units of local
governments, not by private businesses, and provide significant revenue to those governments. When a referendum
passes to establish ABC stores, the operation of the ABC system is turned over to a local ABC board. The ABC board
operates independently of the given county or city, but the relationship is close and interactive.

Elections

Any county may hold a referendum on whether to establish a local ABC system to operate ABC stores.’ A city may
hold an ABC store election only if it has at least 1,000 registered voters and the county does not already have an ABC
system. '’

A referendum may be called by the board of county commissioners or the city council.!* If the governing body does
not want to call a referendum, the ABC system election may be forced by a petition submitted to the county board
of elections by 35 percent of the registered voters in the jurisdiction. Petitioners have ninety days from the time they
register the petition with the board of elections to get the required signatures. Elections officials then have thirty days
to verify the signatures.

Whether the election is called by the local government or by petition, the actual date for voting is set by the board of
elections. All ABC elections must be held at the same time as the state and county general election in even-numbered
years or at the time of the spring primary preceding that election, or at the same time as a city general election in odd-
numbered vears.!* The election procedures are the same as for any other election.’® A county or city may not hold an
election on ABC stores within three years of a previous election on the same issue.** Other alcohol issues, such as the
approval of mixed drinks, may be voted upon at the same time as the referendum on ABC stores.

All elections are conducted by the county board of elections. A city is required to reimburse the county for the cost
of a municipal ABC election.!®

8. G.S. 18B-800.
9. G.S. 18B-600.
10. G.S. 18B-600(d). When a county approves ABC stores after a city has already established its own ABC system, the city continues
to operate its separate stores. There may be pressure to merge the two systems, however.
11. G.S. 18B-601.
12. G.S. 18B-601(f) and G.S. 163-287.
13. For example, just as with any other municipal election, the use of absentee ballots has to be approved by the city council. G.S.
163-302(a). Once approved, the use of absentee ballots remains in effect until rescinded by the city.
14. A city could hold an election on off-premises sale of beer one year, for example, and then vote on on-premises sale of beer and
wine the next year, but it could not have another referendum on off-premises beer for three years.
15. G.S. 163-284.

© 2013 UNC Chapel Hill School of Government. Do not duplicate.












Alcoholic Beverage Co itrol
by Michael Crowell

Kinds of Alcohol / 2 Beer and Wine Elections / 10
State Administration / 2 Beer and Wine Election Choices / 10
Local ABC Systems / 3 The Fallout Effect of Some Elections / 11
Elections / 3 Mixed Drink, Beer, and Wine Sales Allowed
Number of Local ABC Systems / 4 Without an Election / 11
Board Size, Members / 4 Retail P its / 12
Duties / 4 Esta  hments Eligible for Permits / 12
Compensation / 5 Spec  permits / 13
Ethics / 5 Local Government Involvement / 13
Removal of Board Members / 5 Brown-Bagging / 14
Open Meetings and Public Records / 6 Local Governments as Permit Holders / 14
Mergers and Dissolution of Local Sy 'ms / 6 Local Control of Alcohol Rules / 14
ABCFinances / 7 Breweries, Wineries, and Distilleries / 15
State Revenue / 7 The Three-1  System of Distribution / 15

Calculating the Price of Liquor / 7
Local Revenue / 8
Allocation of ABC Profits / 8
Local Fiscal Control / 8

Mixed Drink Elections / 9
Standard Election Provisions / 9
Special Provisions on Elections / 10

Law Enforcement / 15
The Law t~ Be Enforced / 16
State Alc I Law Enforcement Section / 16
Local ABC Enforct  2nt / 16
Seizures and Forfeitures / 17

AbouttheA 1or / 17

North Carolina long has had a conservative approach to the sale of alcohol. The state was dry well before national
Prohibition and waited longer than many other states to open up sales after i :ohol became legal again. Ever since
the end of Prohibition, hard liquor has been available in North Carolina only through government alcoholic beverage
control (ABC) stores, and it was not until 1978 that the state became the next to last state to allow the sale of mixed
drinks. Today North Carolina still has fewer outlets for alcohol than most other states, but those sales generate more
revenue per capita than in most o er juris ;ns.

The basic scheme of alcohol regulation :ct today was established in the 1930s after the repeal of Prohibition.
Hard liquor is sold through ABC stores operated by local boards whose members are appointed by counties and cit-
ies after approval of stores by the voters.! All ABC store inventory comes thror  h a state warehouse run by the state
Alcoholic Beverage Control (ABC) Commission. Taxes on hard liquor generate hundreds of millions of dollars for the
state each year, and local governments reap profits from their ABC stores.

Beer and wine are sold by private retailers—grocery stores, convenience stores, restaurants, bars—in communities
where voters have approved such sales. All retailers must have permits from the ABC Commission, which also has
authority to suspend or revoke the  rmissiontosell.” e ABC Commissionwil sten tolocal governments’ concerns
about permits, but final decisions are made at the state level. Local governments that operate convention centers,

1. North Carolina is one of seventeen states in which liquor sales go through government wholesalers or retailers.

This material is an article from the forthc. ng School of Government publication,  inty and Municipal Government in North Caroling, Second
Edition. It is distributed with permission of the School of Government, copyright 2013. The article may not be reproduced in whole or in part
without the express written permission of the Schaal of Gavernment, CB# 3330, UNC Chapel Hill, Chapel Hill, North Carolina 27599-3330;
telephone: 919-966-4119; fax 919-962-2707; Wek


















Alcoholic Beverage Control

ABC Finances

Alcohol is taxed heavily by
revenue that goes to state ai
alcoholic beverage control (£
and local governments recei
on beer and wine, and a pot
The state also receives som
fees from the permit holder

State Revenue
North Carolina law require
for their products accordin
price.** The statutory form
state.* In the fiscal year tha
to sales tax collections of al
from hard liquor was nearl
There also are state exci:
ers who distribute the bee
majority of the beer and wi
where those products are s
The ABC Commission a
generated more than $15 r
$1,000 for a mixed drink pe
breweries, wineries, and wl
registration and inspection
paid annually.

Calculating the Price of L
In addition to the excise ta
formula for liquor sold in ¢
governments. For example,
bottle (a fifth of alcohol is *
liters sold to a mixed drink

to be used for alcoholism p1
distributed by the local AB(
holders goes to the state gen
programs, and the remaind

40. G.S. 18B-804; 4 NCAC
41.G.S. 105-113.80, -113.83
42.G.S. 105-113.80.

43. G.S. 105-113.83(b).

44. G.S. 18B-902(d).
45.G.S. 18B-903.

46.G.S. 18B-804(b).

47. G.S. 18B-805(b)(4), (c)(1).
48. G.S. 18B-805(b)(2), (3).

the federal and state governments. Hard liquor is the source for most of the alcoh
cal governments. The state receives e excise tax proceeds from the sale of liquor in
| stores; a mark-up in the price is designed to cover the operating expenses of the stores;
ie stores’ profits. Beer and wine wholes: rs collect and pay to the state the excise taxes
of those moneys is shared with counties and cities where the beer and wine are sold.
.enue from the fees charged for ABC permits, and local governments collect license

ated in their communities.

© (pricing for liquor sold in ABC stores thr. shout the state. Distill
w, with various taxes and mark-ups added to the distiller’s base
icludes a 30 percent excise tax to be collect« by local ABC boards and paid to the
'd June 30, 2012, the excise tax was worth about $170 million to the state. When added
145 million and mixed beverage taxes of $14 million, the total tax revenue to the state

) million.

set the price
formula set by state

2s of different amounts on beer and wine.*? Those taxes are collected by the wholesal-
wine to retail accountholders,* and they amount to about $140 million a year. The
cise tax proceeds are kept by the state, but a portion is paid to the counties and cities
s explained further below.

llects and pays to the state general fund fees for all of the permits it issues; these fees
1in fiscal year 2012. The current fees range from $50 for a vendor representative to
* Most ABC permit fees, including those for the sale of beer and wine and the fees for
lers, are one-time fees, but beer and wine permit holders still have to pay an annual
f $200.** A mixed drink permit is only good for one year, and a renewal fee has to be

w

scribed above, and the mark-ups for local governments described below, the mark-up
stores includes several other charges that provide revenue to both the state and local
‘e is a penny charge on each bottle of 50 milliliters or less, and a nickel on each larger
nilliliters); a second bottle charge of the same amount; and a $20cha  on each four
1it holder.*® The revenue from the first bottle charge goes to the county commissioners
rt of the profit to be

ard to its county or city.*” Half the revenue from the $20 charge to mixed drink permit

ams, while the revenue from the secor bottle charge becomes

fund, 5 percent to the state Department of Health and Human Services for alcoholism
1 the local government.*®

§ .1502.

© 2013 UNC Chapel Hill School of Government. Do not duplicate.






























isagreed upon. Local ABCbo  salsom

for mutual assistance inlawe  rcement

while they are working for another agenc

agreement carefully and con - wheth

Local ABC officers havet  ame ins
premises at any time to chec r compl
ABC board contracts with ci  >lice or

to that duty acquire the inspection autho
no right to enter and look aror resta
officers they are authorized to . For
local ABC boards; the inspection author
wise have. To prevent abuseof >  rec
deputies to be designated as havin  at

To ensure that city police
which the local board has contracted, th
number of (1) ABC arrests ir
The board then shares the report with it:

ers ang

)cations w

Seizures and Forfeitures

The ABC statutes include det: "ovis
erally, in such cases the alcoh Idu
owner or destroyed or sold. \ 5, be
whiskey) and equipment used awfi
out detailed procedures for se nd h

criminal charges.'”®

About the Author

Michael Crowell is Professor of Public L:
in ABC law.

122. G.S. 18B-501(d).
123. G.S. 18B-502.
124. G.S. 18B-501(f).
125. G.S. 18B-501(f).
126. G.S. 18B-501(f1).
127. G.S. 18B-503.
128. G.S. 18B-504.

©20131

Alcoholic Beverage Control

*k out interlocal agreements with other boards or with cities or counties
«cause of potential liability for actions taken by its enforcement officers
cal ABC board needs to review any proposed assistance or mutual aid
se liability issues should be explicitly addressed in the agreement.

»n authority that ALE agents have.'?® That is, they may enter licensed
with the ABC statutes and the ABC Commission rules. When a local
eriff for ABC law enforcement, the police officers or deputies assigned
‘an ABC officer.!* As regular law enforcement officers they would have
or bar if the owner did not want them there, but as ABC enforcement
-eason, city police departments and sheriffs like to contract with their
es them easier access to troublesome locations than they would other-
uthority, the law allows no more than five city police officers or sheriffs’
125

ffs’ deputies are actually performing the ABC enforcement duties for
ective agencies must submit a monthly report to the local board of the
rrmits and elsewhere and (2) ABC educational programs conducted.'®
inting authority and with the state ABC Commission.

»n the dispositic of alcc | seized due to violations of the law.'”” Gen-

ial and then, depending on the outcome of the tri  is returned to the
nd airplanes used to transport nor  xpaid alcohol (typically bootleg
anufacture alcohol are subject to forfeiture, and again, the statutes set

3 such property and then disposing of it following e resolution of the

1 Government at the School of Government with extensive experience

pel Hill School of Government, Do not duplicate.
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NORTH CAROLINA HOUSE OF REPRESENTATIVES
Cc VIN [TTEE MEETING NOTICE
AND
B. L SPONSOR NOTIFICATION
2017-2018 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Wednesday, March 15,2017

TIME: 11:00 AM

LOCATION: 423 LOB

COMMENTS: The Committee will hear a presentation from a local ABC Boardar a

presentation from ALE staff. No bills will be heard.

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

[ hereby certify this notice was filed by the committee assistant at the following offices at 5:41 PM on
Monday, March 13, 2017.

___ Principal Clerk
__Reading Clerk — House Chamber

Kerry Guice (Committee Assistant)






House Committee on Alcoholic Beverage Control
Wednes: 1y, March 15, 2017,11:00 a.m.
Ro« 1423, Legislative Office Building

AGENDA

Welcome and Opening Remarks
Rep. McGrady, Presiding

Introduction of Pages

Presentations
Joel Keith, General Manager, Wake County ABC Board

Alcohol Law Enforcement

Adjournment






Allocations to the State of North Carolina, County of Wake, and Alcohol Education and Rehabilitation
for the years ending June 30, 2016 and June 30, 2015 were:

2016 2015

State of North Carolina:
Taxes (Sales & LBD) $28,827,976.12 $26,473,274.77
Bailment Surcharge 857,974.68 519,290.46
Sales Tax 6.386.055.18 £ 04050428
TOTAL $36,072,005.98 $32,842,159.51

Wake County:

Monthly from Profit $ 7,005,000.00 $ 4,750,000.00
For Sheriff’s Dept. — Radio 4,000.00 4,000.00
Bottle Tax 314,385.81 296.018.42
TOTAL $ 7,323,385.81 $5,050,018.42

Alcohol Education & Rehabilitation:

$4,771,600.00

TOTAL $4,791,797.82

Allocations to the cities and towns of Wake County for the years ending June 30, 2016 and June 30, 2015

were:
2016 2015
City or Town Allocation Percent e ‘o | Percent
¢+ Angier $ 1,493.83 .0382 1,133.71 .0314
Apex 194,778.66 4.9843 176,449.23 4.8829
Cary 865,454.67 22.1467 800,244.49 22.1450
» Clayton 0.33 .0000 .29 0.0000
Fuquay-Varina 98,176.03 2.5123 87,396.31 2.4185
Garner 119,746.27 3.0643 113,299.42 3.1353
Holly Springs 144,315.37 3.6930 130,472.67 3.6106
Knightdale 56,079.31 1.4351 50,812.48 1.4061
Morrisville 145,511.97 3.7236 134,072.47 3.7102
Raleigh 2,041,821.99 52.2496 1,904,644.97 52.7069
Rolesville 26,484.48 6777 20,917.38 .5788
Wake Forest 164,895.88 4.2196 48,532.91 4.1103
Wendell 18,514.01 4738 17,433.13 4824
Zebulon 30,547.98 .7817 28.241.24 7815
TOTAL $3,907,820.78 100.0000% $3,613,650.70 100.0000%






@ stiRemarks

Acknowledg
Greg Tart Deputy Director
Angel Gray Lega Counsel

History

Began as State ABC sometime around Ic
‘ end of Prohib tion (1933)

1977 State ABC became ALE In part to

eliminate con lict of interest with

enforcement reporting to the regulatory
body

Staffing
Fluctuations
1990’s had as many as 135 sworn







‘ Currently has 108 Allocations with 105
Actual
1 Branch Head
2 Assistant Directors
10 SAC’s
11 ASAC’s
1HT
4 Chapter 19

‘ Budget
Operating Budget of $8.9M with an

additional $3.3M in revenues and receipts
Total budget of about $12.2M

Juricdiction

18B-500

Sets forth prin ary responsibility which is
“enforcement of ABC and lottery laws”

Full criminal arrest authority and statewide
’ jurisdiction







ALE is the sta e’s experts on -hapter 18B

e Train extensively on 18B to include bo
alcohol el forcement and regulations

e Acknowle Iged in cou t as experts on
alcohol er forcement

e Work on *he streets ¢ aily enforcing
alcohol ar d lottery la vs

e Transition gtoward greater

. prevention/educatiol orientation

e Community betterment through HT and
Chapter 19

e Boxing Al thority

e Tobacco

e Bingo

e Lottery

e At times have subordinated alcohol

enforcement in favor of street level d ug
‘ enforcement






Recent t istory

Past few years have le t their future in flux
with discussic 1s about tl eir complete
elimination and persistent back and forth
about where hey shou d report

2014 legislati~n enacted to ass gn them tc
SBI as part of »ur indep :ndent and
autonomous agency

Legislation includes tha. they should remain
separate and discrete

ALE field operations are coll cated in the
SBI field officcs

Past 8 months
e ALE execu ves collocate 1lonthes m_
floor













e SAC’s jointly meeting wit" sher ffs an |
chiefs
e Had retreat in Decel 1ber to becon e 0.1e
e Refocus ¢ 1alcohol and lottery as
priorities
o Met with all rank anc file
o Will NOT abandor lz v enforceme 1t
o Focus on problem ot tlets, violent
hotspots and illegal outlets
030,000 establishments 60,000
licenses

Future

e Address separate and discrete — makes
us inefficient and limi s our success

e Need to fc low one set of policies and
procedures
e CALEA rea :creditatiol. in November

e Push for pay and com ) improvement-
across the board






e 10p mgmt. will be st :amlined
enterprise wide

e Completit g a reassessment of
leadershir across the Bureau including
ALE

e Sharpen f~cus on alcohc ] and gamblin~
(past operations subc rdinated this)

e Create operational et ic' :ncies that will
equalize workload en erprise-wide

e Implement a combit ¢d operational
model that suppleme 1ts and enhancer
both SBI and ALE

e Continue empowering SACs of both to
improve joint problem-solving and
partnering with law enforcement

e Continued focus on prevention and
education

e Re-establish working relationships witl
local ABC law enforcemet t

e Work closely with AsC Commission






. e Recruiting pipeline is constricting -
examine recruiting al d training with an
eye towards consolid iting and
streamlining them

Cultures

e |’ve had e perience w.th SBl and ALt
since the 1970’s

e Law enforcement cultur_s are unique

. ¢ Played a leadership role in merging

Charlotte PD with Me :k Zounty

e ALE and tl e SBl have wo separate ant
unique cultures - wee sing them toget 1er
has its challenges — we will get it done

Questions?







Recent past
e Cycles of reductions, erious discussiot s
of eliminat ng altogether
e Operating from a hig of 130?






e Incredibly talented grou ) of men and
women w 10 quietly iet the job do e

e Hurricane N\.atthew
o Glenn Webb

Jurisdiction
e Subject Matter
e Geographic

Two years ago brought over with little
advance notice?
e Goalsinch ded?? Cos savings (located
ALE in SBI »ffices)?? E ficiency gains??

Staffing/Struc ure

108 sworn allocations

XX non-sworn allocations

Branch head and 2 AD’s = leadership team
(how do we convey there’s not enougl tc
keep 3 busy, t 1at they al lei ve at 4 and






‘ they have time to wander g "‘ound, shoot
guns, etc.??)
XX SAC'’s assigned to 8 districts
XX ASAC's

Specialized functions: O e HT, 4 Chapter 1y

Last 8 months — focus on integrating ALE
into SBI as a division
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NORTH CALK . LINA HOUSE (¢ 'REPRESENTATIVES
COMMITTEE MEE' NG J..CE
AND
BILL SPONSOR NO1 FICATION
2017-2018 SES ON

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Wednesday, March 29, 2017

TIME: 11:00 AM

LOCATION: 544 LOB

COMMENTS: The Committee will hear presentations from the NC Beer and Wine Wholesalers
Association, the NC Wine and Grape Council, the NC Craft Brewers Guild, and the NC I tillers
Association. PLEASE NOTE ROOM NUMBER CHANGE. The meeting will be held in Room
544 and is reserved for a 2-hour block. It is anticipate that the meeting will last approxim: :ly
an hour and 30 minutes.

‘ Respectfully,

Representative Jai s L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 12:29 PM on
Monday, March 27, 2017.

_ Principal Clerk
Reading Clerk — House Chamber

Kerry Guice (Committee Assistant)
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Scott Maitland, President
Distillers Association of North Carolina
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Remarks to House ABC Committee
March 29, 2017

My name is Tim Kent, executive director of the North Carolina Beer & Wine Wholesalers
Association.

Our Association is comprised of 30 companies that employ 5,600 persons involved in the sales,
marketing and distribution of beer and wine products. We operate about 75 different facilities
across the state. These are family-owned companies which have been around for two or three
generations.

Each year, our member companies pay about $430 million in wages and benefits. The average
compensation package for our employees in excess ¢ 570,000 per person. These are full-time
jobs with benefits for health, disability and workers compensation.

Our member companies have an overall economicin  ct of $2.6 billion, according to an
economic study conducted by the University of Delay  e.

Our company owners are leaders in their communities and they contribute generously in a
charitable way to a long list of different causes. 1ey are independent operators who have
invested 100s of millions of dollars in their companies with trucks, warehouses, refrigera 1
storage space and, most of all, in people and jobs by employing 5,600 persons.

When | use the terms “Wholesaler” or “Distributor”, they are the same thing. For the purposes
of today, | am going to talk mostly about beer distribu n although wine continues to be a fast-
growing and ever-more significant segment in the alcohol marketplace. A recent Gallup Poll
has beer as the beverage of choice for 43% of consumers wi  wine at 32% and spirits at 20%.
However, it’s important to note that 36 percent of all  S. aduits do not consume alcohol—and
we respect that. It, too, is a measurement of consumer choice.

There’s more competition in the beer business than ever before. When you walk down the
aisle of your grocery store, you will see more beer products than at any time in our history.
There are now more than 5,000 breweries in America and our independent system of beer
distribution brings variety to the marketplace. We sell and deliver beers from Maine, Oregon,
Michigan, Mexico, Germany and, of course, from your hometowns in North Carolina.

Distributors sell products to retailers. We don’t make beer or wine, nor do we sell those
products to consumers. We have business relationships with many of the breweries now doing
business here in America, along with hundreds of importers. We help those breweries build
their brands and gain market share.

How do we do that? Our distributors have top-of-the line sales and marketing teams, and we
also have ongoing business relationships with the 60 thousand-plus retail permit holders across
the state that sell those products to consumers. 1ese are grocery stores, convenience stores,
restaurants and taverns



This is an important point: Our member companies provide service to all of these accounts
with~ut dis~-i~i1ation. Whether it is a mom and pop convenience store or the largest Wal-
Mart store, we provide service and delivery to all of those accounts. We treat everyone fairly.
A case of beer is sold at the same price to the Circle K as it is to the Harris Teeter down the

street.

So what we have in today’s beer business is a robust marketplace with tremendous variety for
consumers. The distributor creates a check and balance so that one brewer can’t have undue
influence over one retailer. When a distributor is involved, all retailers are treated fairly and
without discrimination.

With all this variety of products, the distributor provides a much needed level of responsibility
and a clear chain of custody in the sale of beer. We work hard to keep tap lines clean and
remove products from the marketplace before they become outdated. And when products are
damaged, we know where to locate those products and remove them before they become
hazardous to consumers. In the last three years, our wholesalers participated in two recalls of
nationally-known products and removed them from the marketplace within 48 hours----with no
harm to consumers.

Another key point of value with wholesalers is that of efficient tax collection. The beer
distributor is responsible for the collection and payment of all excise taxes. Distributors coliect
the tax and remit payment to the Department of Revenue by the 15t of the following month.
It’s an extremely efficient system of tax collection for the state. Beer distributors collect and
remit $121 million a year for the state’s General Fund. Wine wholesalers collect and remit
about $28 million---and the State barely has to lift a finger. It is among the most efficient
means of tax coliection in State government.

Please allow to me say a few words about craft beer. Our member companies have strong
business relationships with dozens of North Carolina craft brewers. In your packet, | have
provided you a partial list of just some of the many North Carolina brewers who have formal
business relationships with North Carolina distributors. The craft beer movement has brought a
lot of excitement to the beer business. Likewise, we are pleased to have positive relationships
with many of our craft beer partners. These partnerships span the state. Our distributor
members are in the business of selling beer. Craft beer typically costs about $36 a case while
domestic beer sells for about $20 a case. Our members are excited about that opportunity.

Let me share just two examples of our partnerships with craft brewers. Foothills Brewery in
Winston-Salem entered into a distribution network just five years ago, and the growth of
Foothills has been stunning. Foothills has grown by more than 500 percent growth in five years,
and is about to become the #1 home-grown brewer in the state. Wicked Weed of Asheville
signed up with four North Carolina distributors last summer and it’s now on its way to
becoming one of the hottest craft beer brands in America. Distributors have provided financial




support to these brewers so they can build more tanks and brew more beer. That’s the way
the system works. It's good for craft brewers and it’s been good for consumers.

I would like to publicly correct some misinformation that is being spread to members of the
General Assembly. When a brewer enters into a distribution agreement, the brewer does not
give up its brand or its marketing rights. To the contrary — breweries are very protective of  2ir
intellectual property and marketing rights and they re ain in control of all aspects of decision-
making.

The fact is our North Carolina beer laws are the most permissive and craft-beer friendly of any
Southern state---from Virginia to Texas. It's not even close. Some people like to say that our
beer laws are archaic and antiquated. To the contrary, at least eight significant legislative
changes have been made to the beer laws since 2003. Our Association has worked closely with
legislators and industry partners to enact those changes; nearly all of which have been adopted
in a spirit of consensus and cooperation with industry stakeholders, rather than through a rush
to judgment.

In closing, let me address the issue of responsibility. Alcohol is a controlled substance, it is not
an ordinary product. It is taxed and regulated for a reason. Alcohol is a product that, if not
handled in a responsible manner, can cause sign cant problems for society. Most of us in this
room know one or more persons who have had their lives take a wrong turn because of alcohol.
We believe that having a permit to sell alcohol isnot a ght; it is a privilege, and our
distributors take this privilege seriously. We have worked in partnership with the state ABC
Commission in its underage drinking initiative. We work in our local communities to deter
drunk driving and we sponsor a wide array of programs to promote responsible consumption.

Many of you have already visited one or more of our warehouses so you can see first-hand
what our distributors do. 1 would be happy to arrange a visit for you in a warehouse locate
either in or close to your district. Thank you for listening, an | will be happy to answer any
guestions you might have.






A Partial List of North Carolina Brewers Working With Distributors

2n15 Production (barrels)

Sierra Nevada Brewing, Mills River and Chico, CA 1,222,369

New Belgium Brewing, Asheville and Ft. Collins, CO 914,063
Oskar Blues Brewing, Brevard and Longmont, CO 261,000
Highland Brewing, Asheville 41,910
Foothills Brewing, Winston-Salem 37,619
Natty Greene’s, Greenshoro 28,000
Lonerider Brewing, Raleigh 18,000
Aviator Brewing, Fuquay-Varina 15,000
Big Boss Brewing Co., Raleigh 11,000
Green Man Brewing, Asheville 9,587
Hi-Wire Brewing, Asheville 9,500
Asheville Pizza and Brewing, Asheville 6,200
Mother Earth Brewing, Kinston 9,000
Wicked Weed Brewing, Asheville 7,000
Duck Rabbit Craft, Farmville 7,522
Catawba Brewing, Morganton/Asheville 7,200
Carolina Brewing Co., Holly Springs 7,000
Carolina Brewery, Pittsboro 5,052
Nantahala Brewing Co., Bryson City 5,000
Appalachian Mountain Brewing, Boone 2,500
Sugar Creek Brewing, Charlotte 2,160
Olde Hickory Brewing, Hickory DNR

White Street Brewing, Wake Forest DNR

Data provided by the Brewers Association in its May/June 2C 5 issue of The New Brewer
magazine.

DNR = Did not report production data in 2015
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Alibi Breving Cempany”
New Hill Brewing Company*
Apex, NC

District 43
Ditbag Ales
I e Mills, NC

Huske Hardware House
F  tteville, NC

District 44
The Mash House Brewing Co
F  tteville, NC

ict 45
'n Light Go Brewing Co*
man, NC

L rict 49
Arcane Manor Brew ng*
| gh, NC

L ict 50
Bad Fishop Breving”
M  ine, NC

L rict 51
Came tack Breving Zc*
Sanford, NC

District 52
{ ndLion Brew ng*
! rove, NC

Railhouse Brewery

4 2deen, NC

Southern Pines Brewing Ca
S hern Pines, NC

L rict54

Bear Cresk Brews
=lback Brewing Co*
Creek, NC

Carclina Brewery
F boro, NC

District 56

Carclina Brewery
Top he H i
YesteiVears Erevery
Chapel Hill, NC

Ding. Log Breving Cc

T oot Brewing

$ I Stiing Brawery
Carrboro, NC

Mystery Brewirg Company
Reaulator Brevsing Compary
I sborough, NC

* denotes Brewery in Planning

District 57

Joymonger’s Brewing Co
Pig Pounder Brewery
Preyer Brewing Company
TBD*

Greensboro, NC

District 58

Gibb's Hundred Brewing Co
Natty Greene's Brewing Co
Greensboro, NC

District 59
Red Oak Brewery
Whitsett, NC

District 61

Xl Tribes Brewing™

Brown Truck Brewing

Liberty Steakhouse & Brewery
High Point, NC

Leveneleven Biewing*
Pleasant Garden, NC

District 63
Haw River Farmhouse Ales
Saxapahaw, NC

District 67
Stony Mountain Winery*
Albermarle, NC

District 68

The Dreamchaser s Erewery
The Drunken Poet*
Waxhaw, NC

Southern Range Brewing
Monroe, NC

District 69
4Chambers Brewing*
Stallings, NC

American Beerworks!*
TBD*
Charlotte, NC

District 70
Four Saints Brewing o
Asheboro, NC

District 71

Fiddhn' Fish Breving Co”
Foothills Brewing Cemipany
Small Batch Beer Comipany
Wise Man Brewing

TBD*

Winston-Salem, NC

District 72
Hoots Roller Bar & Beer Co
Winston-Salem, NC

District 74

Kernersville Brewing Co
NC Brewing Company*
Kernersville, NC

District 75
Fccthills Brewing Company
Winston-Salem, NC

Ha.e Another! Brewing Co*
Clemmons, NC

District 76
Margan Ridge Vineyards &
Brewhouse

Gold Hill, NC

Margan Ridge Railwalk
Brewery & Eatery

New Sarum Brewing Co
Salisbury, NC

District 79
Westbend Winery & Brewery
Lewisville, NC

District 82

Cabatrus Brewing Company
High Eranch Brewing
Twenty Six Acres Brewing
Concord, NC

District 83
Red Hill Erewing Company
Concord, NC

District 84
1789 Brewery & Taphouse™
Fourth Creek Brewing Co*

Southern Distilling Company
Statesville, NC

District 85
Blind Squnrel Brewery
Plumtree, NC

Dry County Brewing Co
Spruce Pine, NC

Flat Top Brewing Company
Banner Elk, NC

District 86

Catawba Erewing Company
Fznta Flora Brewery
Morganton, NC

District 87

Gran'te Falls Brewing Co
Granite Falls, NC
Howard Brewing

Loe's Brewing Company
Lenoir, NC

District 89
American Honor Ale House
Hickory, NC

Terrell Brewing Company*
Terrell, NC

District 90

Angry Troll Brewing
Skull Camp Erewing
Elkin, NC

Thirsty Fish Community
Brewing*

Mount Airy, NC

District 93

Appalachian Mountain
Brewery

Booneshine Brewing Co
Goshen Brewery*

lvory Tower Brewery
Lost Province Brewing Co
Boone, NC

Beech Mountain Brewing Co
Beech Mountain, NC
Blowing Rock Brewing Co
Blowing Rock, NC
Boondocks Brewing

West Jefferson, NC

New River Brewing*
Warrensville, NC

District 95

1789 Brewery & Taphouse
Statesville, NC

33 Brewing Company*
Ghostface Brewing
Hatchet Head*

Jolly Roger Brew*

Lake Norman Brewing Co
Mooresville, NC

District 96
Olde Hickory Brewery
Hickory, NC

District 98

Ass Clown Brewing Company
Bayne Brewing Company

D? Brewing Company
Cornelius, NC

Primal Brewery
Huntersville, NC

District 100

Bold Missy Brewery
Legion Brewing
Salud Cerveceria
TBD*

Charlotte, NC




District 101
Blue Blaze Brewing
Charlotte, NC

District 102

Divine Barrel Brewing Co*
Lenny Boy Brewing Company
Olde Mecklenburg Brewery
Sugar Creek Brewing Co
Sycamore Brewing

The Unknown Brewing Co
Thirsty Nomad Brewing
Three Spirits Brewery
Triple C Brewing Company
Wooden Robot Brewery
Charlotte, NC

District 103
Barking Duck Brewing Co
Mint Hill, NC

TBD*
Matthews, NC

Resident Culture Brewing*
Charlotte, NC

District 107

Birdsong Brewing

Free Range Brewing
Heist Brewery

NoDa Brewing Company
Rock Bottom Brewery
Charlotte, NC

District 108

Rivermen Brewing Company
York Chester Brewing Co
Belmont, NC

District 109
Cavendish Brewing Co
Gastonia, NC

District 110
Ole Dallas Brewery
Dallas, NC

Newgrass Breving Company
Shelby, NC

District 112
Hickory Nut Gorge Brewing
Chimney Rock, NC

District 113

Brevard Brewing Company
Ecusta Brewing Company
Oskar Blues Brevery Bre.ard
Brevard, NC

Winding Creek Brewing Co
Columbus, NC

* denotes Brewery in Planning

District 114

Asheville Brewing Company
Ben's Tune-Up / Ben's Beer
Bhiamaii Brewhouse
Biltmore Brewing

Brouwerij Cursus Kemé*
Burial Beer Company
Catawba Brewing Company
French Broad Brewing Co
Ginger's Revenge*

Green Man Brewery
Hi-Wire Brewing

Highland Brewing Company
Lexington Avenue Brewery
New Belgium Brewing

One World Brewing

Open Brewing

Oyster House Brewing Co
Sweeten Creek Brewing
Thirsty Monk Pub & Brewery
Twin Leaf Brewery
UpCountry Brewing

Wedge Brewing Company
Wicked Weed Brewing Co
Asheville, NC

District 115

Blue Mountain Pizza & Brew
Pub

Zebulon Artisan Ales

v werville, NC

Lookout Brewing
Pisgah Brewing Company
ack Mountain, NC

District 116
Mills River Brewery
Arden, NC

strict 117
Basic Brewery
Sanctuary Brewing Company
Southein Appalachian
Brewery
Hendersonviile, NC

Blue Ghost Brewing
Fletcher, NC

S'erra Nevada Brewing Co
Mills River, NC

District 119

BearWaters Brewing Co
Boojum Brewery

Frog Level Brewing Company
Tipping Point Brewery
Waynesville, NC

Heinzelméannchen Brewery
The Sneak E Squiirel Brewery
Innovation Brewing

Sylva, NC

Mountain Layers Brewing Co*
Nantahala Brewing Company
Bryson City, NC

Whiteside Brewing Co*
Cashiers, NC

District 120

Andrews Brewing Company
Hoppy Trout

Andrews,

Currahee Brewing Company
Lazy Hiker Brewing

Pitt Street Brewing Company
Franklin, NC

Satulah Mountain Brewing
Company

Highlands C

Valley River Brewing
Company

Murphy, NC















HOMETOWN
HEART

ayetteville Street runs the length of

Asheboro, about eight miles, through

the center of town. In 1972, my mother

opened her needlework shop, Kit'n

Caboodle, next to Fayetteville Street

Baptist Church, where I started school.
My family did everything on this street: Ate
at The Wagon Wheel and Sir Pizza. Grocery
shopped at Food World. Bought shoes (for all
of us) at Big Deal Shoes, and comic books (for
me) at Mann Drugs.

A few years later, my mother moved her
shop a mile south — still on Fayetteville Street
— to a former bowling alley in the Hedrick
Arcade building. The newspaper covered the
renovation, running a photograph of my mom
in her new space, and of Mr. Hedrick himself,
probably in his 80s then, wearing suspenders
and a Stetson straw hat.

Beside Kit'n Caboodle was Elliot Office
Supply, where I got my first typewriter, and
Western Auto, where my dad bought my first
bicycle, an electric-blue Schwinn with handle-
bar streamers. I rode that bike for hours in the
parking lot behind the store. My dad opened
his sandwich shop in this building, too, shar-
ing a wall with my mom’s store.

For years, this street — the main artery of
Asheboro life — mattered to me.

In 1988, I left Asheboro for college. My
parents eventually closed their shops. Many
of the businesses I knew disappeared. For a
time, downtown Asheboro withered.

2 OUR STATE | Drink Local

Twenty years later, something happened.
An alcohol referendum ended more than
a half-century of prohibition. Restaurants
sprang up. The historic Sunset Theatre
reopened. And two years ago, on the street
I knew so well, Joel McClosky, a fifth-grade
teacher with Asheboro City Schools, and
Andrew Deming, a manager at Lowe’s hard-
ware, hung their sign for Four Saints Brewing
Company, the first brewery ever in Randolph
County, at 218 South Fayetteville Street. The
old Western Auto spot. The newspaper cov-
ered the renovation, running a photograph of
Joel in his new space, and of Brooks Hedrick,
whose grandfather built this building nearly a
hundred years ago.

When I took my mother to Four Saints —
the first time she’d been in this building in
more than 30 years — I watched as the wave
of memories overtook her. For a moment,
there we all were: my dad, steaming hot dog
buns; my grandmother, shopping for dresses
at Tobias across the street; my mom, unlocking
the front door and chatting with all the shop-
keepers; and me, a little girl lucky enough to
grow up in a mighty good place.

ruizavewr Hudson
Editor in Chief



























THE DOMINANT COMMERCIAL BEER STYLE HAS

BEEN LAGERS MARKETED TO MEN ... CRAFT BR

RIES

HAVE MF KETED BETTER TO WO' -N.

brewing: Going to a tasting room at a craft
brewery is different from heading out to a bar.
It’s a cultural experience with the purpose
of exploring different beer  ‘les rather than
focusing on partying, and that environment
may appeal to women.

THE BOSS
Leah Wong Ashburn is the founder’s daughter,
but she didn’t walk in saying she knows it all.
“I came into the brewery saying, ‘T'm not the
expert, you guys are, and I'm relying on you
forinput,” she says. “If I can, I want to remove
barriers and communicate differently.”
Ashburn talked about brewing with her
her all the time, but she 1n’t go into the
eer-making side of the business initially. She

J -

RAISE YOUR GLASS

(44 N orth Carolina is a leader in
American craft brewing,”

says Margo Knight Metzger, the
executive director of the NC Craft
Brewers Guild. “From the cellar to
the lab, from the taproom to the
corner office, we've got women
elevating our collective game
because of their passion and hard
work.” Women like Suzie Ford,
cofounder and marketing director
at NoDa Brewing in Charlotte;
Kristie Nystedt, president and CEO
of Raleigh Brewing Company; and
even Margo and her team members,
Lisa Parker and Fawn Pattison, are
proving that women have a place in

the craft brewing industry — and it’s
right at the very top. — Katie Schanze

p

worked in sales and marketing before taking
overas  sidentin 2015.

She agrees that more women are discover-
ing craft beer, and adds that craft breweries
market their products differently. “The dom-
inant commercial beer style has been lagers
marketc {0 men more than women. You see
women in tight dresses handing out samples,”
Ashburn says. “Craft breweries have marketed
better to women.”

Ashburn believes that women’s palates
differ from men’s, so more flavorful beer may
appeal to them. She works ©  zonvert women
wine drinkers to beer drinkers by reading those
palates. “If you drink red wine, then I suggest
the darkest beer we have, to look for complex-
ity,” she says.

For women, flavor is key to enjoyment.
“That’s why women are in the business more,”
Ashburn says. “They're enjoying beer more.”

Ashburn was thinking about flavors that
might appeal specifically to women when
Highland began to develop a raspberry blonde
ale. When it reached the taste panel, she was
pleasantly surprised.

“Here was this circle of guys drinking a
test batch of this pinkish, sunset-colored beer
and enjoying it,” she says. “Who would have
thought? It’s fantastic that beer is something
we can all enjoy.” Og

Debbie Moose is a cookbook author and
JSormer food editor at The News & Observer
in Raleigh.

HIGHLAND BREWING CO
12 Old Charlotte Highway
Asheville, NC 28803

(828) 299-3370
highlandbrewing.com

ourstate.com
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More than 50 new
breweries are planning
to open in North Carolina
in 2017 and beyond.

< Iargest'
increase in

barrels
produced

in the U.S.
in 2015

North Carolina has more
breweries than any other state
in the South.

The n'umber of craft breweries in North Carolina has more
than tripled since 2010.

......................................................................................

ASHEVILI.E

|s a favorite beer destination.
is a four-time “Beer City
USA poll-topper and boasts

- 20 BREWERIES

'

annual economic impact of

$1.2BILLION

$300 MILLION

in annual wages

10,000
it JOBS

Infographic by Our State

e; Sources: Brewers Association, Nt
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THE STATE OF

SOUTHERY

Y BEER
P ; 3

rewers Guild, Beer Institute, Demeter Group, and Visit North Carolina

LOCAL INGREDIENTS

— sweet potatoes, kumquats, sorghum,
blueberries. blackberries, persimmons,
barley, wheat, rye, and hops —re ecta
rich agricultural heritage and have won
the state’s brewers national recognition.

===
679,463

BARRELS

produced by craft
breweries in 2015
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‘NORTH CAROLINA®
DISTILLERY SALES

distillery-sales-of bottles & merchandise in 2016:.

- $800, 000
) $120,000 °

[plus another $54,000 in sales tax]

Abb AN | TERIGTERS

the majority» of distillers [2 full-time & 2 part-time]
sell 90% of their product
through the ABC store &

®@ O ¢ ¢
10% at their distillery @ @ 4 «

\ 4
the projected increase in distillery g 5 /o
bottle sales should S155 pass

[that’s" $1 000.000 in sales of distilleries say they would

ol I . : hire at least one new employee
$300,000 in state excise tax | irsiss passes. .- , '
& $70,000 in sales tax]
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House Committee on Alcoholic Beverage Control
Tuesday, April 11,2017 at 9:00 AM
Room 1425 of the Legislative Building

MINUTES

The House Committee on Alcoholic Beverage Control met at 9:00 AM on April 11, 2017 in
Room 1425 of the Legislative Building. Representatives Alexander, Boles, Brawley, Earle,
Fisher, Gill, Hanes, Hardister, Harrison, Hastings, Hurley, Jones, Lucas, Malone, McGrady,
Potts, Saine, Stone, Willingham, and Zachary attended.

Representative Chuck McGrady, Chair, presided and called the meeting to order at 9:07 a.m.
The Chairman recognized the Sergeant at Arms present at the meeting.

The following bills were before the Committee for discussion purposes only:

HB 460 Economic & Job Growth for NC Distilleries. (Representatives Bradford, Davis,
Hardister, Duane Hall)

HB 500 ABC Omnibus Legislation. (Representatives McGrady, Brawley, Har ster,
Harrison)

Chairman McGrady recognized Representative Hardister for a motion to put the PCS before the
committee and then recognized Representative Bradford, Bill Sponsor of HB460, to give a oad
overview of the bill. Upon conclusion of Representative Bradford’s overview, Chairman
McGrady recognized the following individuals to speak on the bill:

Mark Combs, Asheville ABC Board, spoke in support of the bill.

Jim Beley, General Manager of the Umstead Hotel and Spa, representing the NC
Restaurant and Lodging Association, spoke in support of the bill.

Rev. Mark Creech, Executive Director, Christian Action League, spoke in opposition to
the bill.

Eliza Robinson, NC Retail Merchants Association, spoke in support of the bill.

Connie Wilson, Distilled Spirits Council of the United States, spoke in support of the bill.

After hearing comments, there was no further action on the bill.

Chairman McGrady yielded the gavel to Representative Boles to preside over the meeting.
Chairman Boles then recognized Representative McGrady to give an overview of HB500. Upon
conclusion of Representative McGrady’s overview, Chairman Boles recognized the following
individuals to speak on the bill:

Tom Effrid, President, Standard Distributors, representing the NC Beer and Wine
Wholesalers, spoke in opposition of the bill.

Leigh Jeffreys Fanning, Owner, R. A. Jeffreys Distributing in Greenville, NC, spoke in
opposition of the bill.






David “Crockett” Long, Long Beverage Company in Raleigh, NC, spoke in oppos on of
the bill.

Tim Kent, Executive Director, NC Beer and Wine Wholesalers Association, spoke in
opposition of the bill.

Margo Metzger, Executive Director, NC Craft Brewers Guild, spoke in support of the
bill.

Todd and Susan Ford, Noda Brewery, Charlotte, NC, spoke in support of the bill.

Anna Gravley, Americans for Prosperity, spoke in support of the bill.

Rev. Mark Creech, Executive Director, Christian Action League, spoke in opposition to
the bill.

After hearing comments, there was no further action on the bill.

Chairman Boles adjourned the meeting at 9:54 a.m.

‘ > . ’ / .
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itive Jameo f Boles, thair Kerry Guice, Committee Clerk
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NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2017-2018 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Tuesday, April 11,2017

TIME: 9:00 AM

LOCATION: 1425 LB

COMMENTS: These bills will be for Discussion Only. PLEASE NOTE the time and room
number of the meeting as this is not our usual meeting schedule.

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 460 Economic & Job Growth for NC Representative Bradford
Distilleries. Representative Davis
‘ Representative Hardister
Representative Duane Hall
HB 500 ABC Omnibus Legislation. Representative McGrady

Representative Brawley
Representative Hardister
Representative Harrison

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 5:47 PM on
Thursday, April 06, 2017.

~ Principal Clerk
_Reading Clerk — House Chamber

Kerry Guice (Committee Assistant)






House Committee on Alcoholic Beverage Control
Tuesday, April 11, 2017, 9:00 AM
1425 Legislative Building

AGENDA

Welcome and Opening Remarks

Introduction of Pages

Bills — Discussion Only

BILL NO.
HB 460

HB 500

Adjournment

SHORT TITLE
Economic & Job Growth for NC
Distilleries.

ABC Omnibus Legislation.

SPONSOR
Representative Bradford
Representative Davis
Representative Hardister
Representative Duane H
Representative McGrady
Representative Brawley
Representative Hardister
Representative Harrison
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purchaser's name, drivers license number, and date of birth for at least 12
months from the date of purchase. The Commission shall adopt rules
regulating the retail sale of spirituous liquor under this subdivision.

(3)  Conduct consumer tastings in accordanc= *ith - € '8B-1114.7.

(b) Distilleries for Fuel Alcohol. — Any person in possession of a Federal Operating
Permit pursuant to Title 27, Code of Federal Regulations, Part 19 (April 1, 2010 Edition), shall
obtain a fuel alcohol permit before manufacturing any alcohol. The permit shall entitle the
permittee to perform only those acts allowed by the Federal Operating Permit, and all
conditions of the Federal Operating Permit shall apply to the State permit.”

SECTION 1.(b) G.S. 18B-804 is amended by adding a new subsection to read:

"§ 18B-804. Alcoholic beverage pricing.

(a) Uniform Price of Spirituous Liquor. — The retail price of spirituous liquor sold in
ABC stores and permitted distilleries shall be uniform throughout the State, unless otherwise
provided by the ABC law.

(b) Sale Price of Spirituous Liquor. — The sale of spirituous liquor, including antique
spirituous liquor, sold at the uniform State price shall consist of the following components:

N The distiller's or the antique spirituous liquor seller's price.

(2) The freight and bailment charges of the State warehouse as determined by
the Commission.

3) A markup for local boards as determined by the Commission.

4) The tax levied under G.S. 105-113.80(c), which shall be levied on the sum
of subdivisions (1), (2), and (3).

(5) An additional markup for local boards equal to three and one-half percent (3
1/2%) of the sum of subdivisions (1), (2), and (3).

(6) A bottle charge of one cent (1¢) on each bottle containing 50 milliliters or
less and five cents (5¢) on each bottle containing more than 50 milliliters.

(6a)  The bailment surcharge.

(6b)  An additional bottle charge for local boards of one cent (1¢) on each bottle
containing 50 milliliters or less and five cents (5¢) on each bottle containing
more than 50 milliliters.

(7 A rounding adjustment, the formula of which may be determined by the
Commission, so that the sale price will be divisible by five.

(8) If the spirituous liquor is sold to a mixed beverage permittee for resale in
mixed beverages, a charge of twenty dollars ($20.00) on each four liters and
a proportional sum on lesser quantities.

(9) If the spirituous liquor is sold to a guest room cabinet permittee for resale, a
charge of twenty dollars ($20.00) on each four liters and a proportional sum
on lesser quantities.

(b1)  Price of Spirituous Liquor Sold at Distillery. — When the holder of a distillery
permit sells spirituous liquor distilled at the distillery pursuant to G.S. 18B-1105(a)(4), the
retail price of the spirituous liquor shall be the uniform State price set by subsection (a) of this
section. However, the holder of the distillery permit shall not be required to remit the
components of the price set forth by subdivisions (2), (3), (5), (6), (6a), (6b), and (7) of
subsection (b) of this section.

(b2)  Price of Spirituous Liquor Sold for Delivery Outside the State. — When the hold=~ ~f
a_distillery permit sells spirituous liquor for --livery outsid~ *~ €tate pursr~=* *o
G.S. 18B-1105(a)(2a), the retail price of th~ ~nirituous liquor shelt ke the ~+tler's ~~i~e,

(c) Sale Price of Fortified Wine. — T'he sale price of fortitied wine shall include the tax
levied by G.S. 105-113.80(b), as well as State and local sales taxes.
(d) Repealed by Session Laws 1985, ¢. 59, 5. 2."
SECTION 1.(¢) G.S. 18B-800 reads as rewritten:

Page 2 House Bill 460*-First Edition
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Short Title:  Economic & Job Growth for NC Distilleries. (Public)
Sponsors: a
Referred to:

March 27, 2017

A BILL TO BE ENTITLED

AN ACT TO AMEND ALCOHOLIC BEVERAGE CONTROL PERMITS AND ¢/ LOW
RESTAURANTS TO SELL ALCOHOLIC BEVERAGES BEFORE NOON ON
SUNDAYS, SUBJECT TO LOCAL GOVERNMENT APPROVAL.

The General Assembly of North Carolina enacts:

DISTILLERY PERMIT AMENDMENTS
SECTION 1.(a) G.S. 18B-1105 reads as rewritten:
"§ 18B-1105. Authorization of distillery permit.
(a) Authorized Acts. — The holder of a distillery permit may do any of the following:

(D
()

(2a)

Manufacture, purchase, import, possess and transport ingredients and
equipment used in the distillation of spirituous liquor.
Sell, deliver and ship spirituous liquor in closed containers at wholesale to

exporters and local boards within the State;and;—subjeet-to-thetaws-of-other
arisdicti bolesal . . bl .

i jons-State.
M | ~—e el

Sell spirituous liquor in closed containers at wholesale or re*-* act to

(€))
C))

“~'aws of other juri~*:~*~ar = -~'ery outside the State.

Transport into or out of the distillery the maximum amount of liquor lowed
under federal law, if the transportation is related to the distilling process.

Sell spirituous liquor distilled at the distillery in closed containers to visitors
who tour the distillery for consumption off the premises. Sales under this
subdivision are allowed only in a county where the establishment of a county
or municipal ABC store has been approved pursuant to G.S. 18B-602(g) and
are subject to the time and day restrictions in G.S. 18B-802. S ituous
liquor sold under this subdivision shall (i) be listed as a code item for sale in
the State, (ii) be sold at the price set by the Commission for the code item
pursuant to G.S. 18B-804(b), and (iii) have affixed to its bottle a sti er that
bears the words "North Carolina Distillery Tour Commemorative Spirit" in
addition to any other labeling requirements set by law. Consumers
purchasing spirituous liquor under this subdivision are limited to purchasing,
and the selling distillery is limited to selling to each consumer, no more than
one-bettlefive bottles of spirituous liquor per 12 month period. The distillery
shall use a commonly adopted standard point of sale system to maintain
searchable electronic records captured at the point of sale, to include the
purchaser's name, drivers license number, and date of birth for at least 12

H 4 6 - C s A - 10

* s *

o] F




0 ~INn AW -

W W W W W W W W NN MNDNDDNDDNNDDND— — — == = — — —
NN N AR W — O V0NN W= O WO s W — OO

38
39
40
41
42
43
44
45
46
47
48
49
50
51

General Assembly Of North Carolina Session 2017

months from the date of purchase. The Commission shall adopt rules
regulating the retail sale of spirituous liquor under this subdivision.

5 Conduct consumer tastings in accordance wi*~ G.S. 18B-1114.7.

(b) Distilleries for Fuel Alcohol. — Any person in possession of a Federal Operating
Permit pursuant to Title 27, Code of Federal Regulations, Part 19 (April 1, 2010 Edition), shall
obtain a fuel alcohol permit before manufacturing any alcohol. The permit shall entitle the
permittee to perform only those acts allowed by the Federal Operating Permit, and all
conditions of the Federal Operating Permit shall apply to the State permit."

SECTION 1.(b) G.S. 18B-804 is amended by adding a new subsection to read:

"§ 18B-804. Alcoholic beverage pricing.

(a) Uniform Price of Spirituous Liquor. — The retail price of spirituous liquor sold in
ABC stores and permitted distilleries shall be uniform throughout the State, unless otherwise
provided by the ABC law.

(b) Sale Price of Spirituous Liquor. — The sale of spirituous liquor, including antique
spirituous liquor, sold at the uniform State price shall consist of the following components:

(1)  The distiller's or the antique spirituous liquor seller's price.

) The freight and bailment charges of the State warehouse as determined by
the Commission.

(3) A markup for local boards as determined by the Commission.

4) The tax levied under G.S. 105-113.80(c), which shall be levied on the sum
of subdivisions (1), (2), and (3).

5 An additional markup for local boards equal to three and one-half percent (3
1/2%) of the sum of subdivisions (1), (2), and (3).

(6) A bottle charge of one cent (1¢) on each bottle containing 50 milliliters or
less and five cents (5¢) on each bottle containing more than 50 milliliters.

(6a)  The bailment surcharge.

(6b)  An additional bottle charge for local boards of one cent (1¢) on each bottle
containing 50 milliliters or less and five cents (5¢) on each bottle containing
more than 50 milliliters.

(7 A rounding adjustment, the formula of which may be determined by the
Commission, so that the sale price will be divisible by five.

(8) If the spirituous liquor is sold to a mixed beverage permittee for resale in
mixed beverages, a charge of twenty dollars ($20.00) on each four liters and
a proportional sum on lesser quantities.

9) If the spirituous liquor is sold to a guest room cabinet permittee for resale, a
charge of twenty dollars ($20.00) on each four liters and a proportional sum
on lesser quantities.

(bl)  Price of Spirituous Liquor Sold at Distillery. — When the holder of a distillery
permit sells spirituous liquor distilled at the distillery pursuant to G.S. 18B-1105(a)(4), the
retail price of the spirituous liquor shall be the uniform State price set by subsection (a) of this
section. However, the holder of the distillery permit shall not be required to remit the
components of the price set forth by subdivisions (2), (3), (5), (6), (6a), (6b), and (7) of
subsection (b) of this section.

(b2)  Price of Spirituous Liquor Sold for Delivery M +#~i4~ the State. - When “-~ ~Ider of
a_distillery permit sells spirituous liquor for delivery outside *-~ “tate pursuant to

G.S. 18B-1105(a)(2a), the retail price of the spirituous liquor shall be the distil!~~'~ price.
(©) Sale Price of Fortified Wine. — The sale price of fortified wine shall include the tax
levied by G.S. 105-113.80(b), as well as State and local sales taxes.
(d) Repealed by Session Laws 1985, ¢. 59, 5. 2."
SECTION 1.(¢) G.S. 18B-800 reads as rewritten:
"§ 18B-800. Sale of alcoholic beverages in ABC stores.

Page 2 House Bill 460 H460-CSSAf-10 [v.1]
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(a) Spirituous Liquor. — Except as provided in Astiele—+0-Articles 10 and ' ~f this
Chapter, spirituous liquor may be sold only in ABC stores operated by local boards.

SECTION 1.(d) The Alcoholic Beverage Control Commission shall adopt
temporary rules to amend its rules consistent with this section.
SECTION 1.(e) This section becomes effective July 1,2017.

CREATE SPIRITUOUS LIQUOR SPECIAL EVENT PERMIT TO ALLOW
DISTILLERIES TO GIVE FREE TASTINGS

SECTION 2.(a) G.S. 18B-301 reads as rewritten:
"§ 18B-301. Possession and consumption of fortified wine and spirituous liquor.

(e) Incident to Sale. — It shall be lawful to possess fortified wine and spirituous liquor at
any place, such as an ABC store, where possession is a necessary incident to lawful sale.
Consumption at such a place shall be unlawful unless the establishment has a permit
authorizing consumption on the premises as well as sale-sale or a consumer tasting authorized
by G.S. 18B-1114.7 is being conducted ~* *~~ * ™ store.

4} Unlawful Possession or Use. — As illustration, but not limitation, of the general
prohibition stated in G.S. 18B-102(a), it shall be unlawful for:

() Any person to consume fortified wine, spirituous liquor, or mixed beverages
or to offer such beverages to another persen:person at any of the following
places:

a. On the premises of an ABC steres-erstore, unless a consumer tasting
au*~<~~d by G.S. 18B-1114.7 is being cc~*--:t~* ~* “~e¢ ABC stc~

b. Upon any property used or occupied by a local beard--erboai

c. On any public road, street, highway, or sidewallesidewalk, 1less a
consumer tasting authorized by G.S. 18B-1114.7 is being conducted.

SECTION 2.(b) G.S. 18B-902(d) is amended by adding new subdivisions read:
"(d)  Fees. — An application for an ABC permit shall be accompanied by payment of the
following application fee:
(N On-premises malt beverage permit — $400.00.
2) Off-premises malt beverage permit — $400.00.
3) On-premises unfortified wine permit — $400.00.
(4)  Off-premises unfortified wine permit — $400.00.
(5) On-premises fortified wine permit — $400.00.
(6)  Off-premises fortified wine permit — $400.00.
(7 Brown-bagging permit — $400.00, unless the application is for a restaurant
seating less than 50, in which case the fee shall be $200.00.
(8)  Special occasion permit — $400.00.
C)) Limited special occasion permit — $50.00.
(10)  Mixed beverages permit — $1,000.
(11)  Culinary permit — $200.00.
(12)  Unfortified winery permit — $300.00.
(13)  Fortified winery permit — $300.00.
(14)  Limited winery permit — $300.00.
(15)  Brewery permit — $300.00.
(16) Distillery permit — $300.00.
(17)  Fuel alcohol permit — $100.00.
(18)  Wine importer permit — $300.00.
(19)  Wine wholesaler permit — $300.00.

H460-CSSAf-10 [v.1] House Bill 460 Page 3


















HOUSE BILL 460:
Economic & Job Growth for NC Distilleries.

2017-2018 General Assembly

Committee: House Alcoholic Beverage Control. If Date: April 11,2017
favorable, re-refer to Finance

Introduced by: Reps. Bradford, Davis, Hardister, Duane Hall Prepared by: Susan Sitze

Analysis of?: PCS to First Edition Committee Counsel
H460-CSSAf-10

OVERVIEW: House Bill 460 would make the following changes to laws regulating alcoholic
beverages:

» Authorize the holder of a distillery permit to:

% Sell spirituous liquor in closed containers at wholesale or retail, subject to the laws of
other jurisdictions, for delivery outside the State.

% Sell up to five bottles of spirituous liquor per year at the distillery to a consumer who
takes a tour of the distillery.

» Authorize the holders of a supplier representative permit, a brokerage represeni ive permit, or
a distillery permit to obtain a spirituous liquor special event permit, created by this act, which
‘ would allow the holder to give free tastings of its spirituous liquors at events and ABC stores.

» Establish a 3750 special auction permit, obtainable by censed auctioneers or auction firms,
valid for one auction, which would allow the holder to sell any quantity of malt beverages,
unfortified wine, fortified wine, or spirituous liquors for sale at auction in jurisdictions that
allow the sale of those beverages.

» Allow counties and cities to adopt an ordinance allowing restaurants to sell alcoholic
beverages for on-premises consumption beginning at 10:00 A.M. on Sunday mornings.

CURRENT LAW AND BILL ANALYSIS:

Section 1 would allow the holder of a distillery permit to sell spirituous liquor in closed containers at
wholesale or retail, subject to the laws of other jurisdictions, for delivery outside the State. The -ice for
sale for delivery outside the State would be the distiller's price. This section would also allow the holder
of a distillery permit to sell up to five bottles of spirituous liquor per year at the distillery to each
consumer who takes a tour of the distillery. Under current law, the holder of a distillery perm iy sell
one bottle of spirituous liquor per year per consumer at the distillery. This section would also ke two
conforming changes and direct the ABC Commission to amend its rules consistent with this section.

This section would become effective July 1, 2017.

Section 2 would establish a spirituous liquor special event permit with a fee of $200. Holders of a
supplier representative permit, a brokerage representative permit, or of a distillery permit would be
eligible to obtain a spirituous liquor special event permit. The permit would allow the permittee to give

I" " Division
4 6 0 - s Ms A - 14 CsSSsSAF-10 - Vv -1 919-733-2578

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.

Karen Cochrane-Brown
Director
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free tastings of its spirituous liquors at ABC stores, trade shows, festivals, and other events. Several
limitations would apply to any consumer tasting conducted under the permit, including:

e The spirituous liquor may be poured only by the permit holder or an employee or authorized
agent of the permit holder who is at least 21 years old.

o FEach consumer is limited to one 0.25 ounce tasting sample of any product available for
sampling, and the total amount of samples consumed by each consumer may not exceed 1.5
ounces.

e By default, no venue may allow more than three different permit holders to conduct a tasting at
any event. However, the local board may grant approval for additional permit holders to conduct
tastings on an event-by-event basis.

e Tastings must take place within a designated tasting area at the venue.
e Tastings may be conducted only in a jurisdiction that has approved the sale of mixed beverages.

e The local board may impose additional conditions on tastings conducted in an ABC store,
including a right of first refusal of up to twenty-five percent (25%) of representative dates and
times of tastings for distillery permit holders.

A permit holder would be prohibited from providing consideration to the local board, its board
members, or its employees for any purpose related to a consumer tasting held at an ABC store,

Section 3 would establish a new special auction permit with a fee of $750. Only an auction firm or
auctioneer licensed by the North Carolina Auctioneers Commission would be eligible to obtain the
permit. The permit would allow the permittee to sell at auction any quantity of malt beverages,
unfortified wine, fortified wine, and spirituous liquors. A permit to sell malt beverages, unfortified wine,
or fortified wine at auction may only be issued in jurisdictions that allow the sale of the respective type
of alcoholic beverage. A permit to sell spirituous liquor at auction may be issued only in a jurisdiction
that has approved the establishment of ABC stores. The permit would be valid only for the specific
auction named in the permit.

This section would become effective October 1, 2017.

Section 4 would allow counties and cities to adopt an ordinance allowing licensed restaurants to sell
alcoholic beverages for on-premises consumption beginning at 10:00 A.M. on Sunday morning,
pursuant to any on-premises permit held by the restaurant. Under current law, alcoholic beverages may
not be sold or consumed on any licensed premises before noon on Sunday.

A restaurant is defined as "an establishment substantially engaged in ¢ business of preparing and
serving meals. To qualify as a restaurant, an establishment's gross receipts from food and nonalcoholic
beverages shall be not less than thirty percent (30%) of the total gross receipts from food, nonalcoholic
beverages, and alcoholic beverages. A restaurant shall also have a kitchen and an inside dining area with
seating for at least 36 people."

EFFECTIVE DATE: Except as otherwise provided, this act is effective when it becomes law.
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HOUSE BILL 500
Short Title:  ABC Omnibus Legislation. (Public)
Sponsors: Representatives McGrady, Brawley, Hardister, and Harrison (Primary Sponsors).
For a complete list of sponsors, refer to the North Carolina General Assembly webh site.
Referred to:  Alcoholic Beverage Control, if favorable, s, Calendar, and Operations of the
House

March 29, 2017

A BILL TO BE ENTITLED
AN ACT TO MAKE VARIOUS CHANGES TO THE ALCOHOLIC BEVERAGE
CONTROL COMMISSION LAWS.
The General Assembly of North Carolina enacts:

AUTHORIZE SA1 OF GROWLERS BY RETAIL PERMITTEES

SECTIC 1.(a) G.S. 18B-1001 reads as rewritten:

"§ 18B-1001. Kinds of ABC permits; places eligible.

When the issuance of the permit is lawful in the jurisdiction in which the premises are
located, the Commission may issue the following kinds of permits:

(D On-Premises Malt Beverage Permit. — An on-premises malt beverage permit
authorizes (i) the retail sale of malt beverages for consumption on the
premises, (ii) the retail sale of malt beverages in the manufacturer's original
container for consumption off the premises, and (iii) the retail sale f malt
beverages in a eleaned;—sanitized;—+resealable—cleaned and saniti~~~ ~ontainer
that is filled or refilled and sealed for consumption off the premises and that
identifies the permittee and the date the container was filled or refilled. It
also authorizes the holder of the permit to ship malt beverages in closed
containers to individual purchasers inside and outside the State. The permit
may be issued for any of the following:

Restaurants:Restaurants.

Hetels:Hotels.

Eating establishments:estab' ~-~-nts.

Food businesses:businesses.

Retail businesses:businesses.

Private ekabs:clubs.

Convention eenters:centers.

Community theatresstheatres.

Breweries as authorized by G.S. 18B-1104(7) and (8).

() Off Premises Malt Beverage Permit. — An off-premlses malt beverage
permit authorizes (i) the retail sale of malt beverages in the manufacturer's
original container for consumption off the premises, (ii) the retail sale of
malt beverages in a eleaned.—sanitized,—+esealable- ~'~aned and sanitized
container that is filled or refilled and sealed for consumption off the
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)

premises and that identifies the permittee and the date the container was
filled or refilled, and (iii) the holder of the permit to ship malt beverages in
closed containers to individual purchasers inside and outside the State. The
permit may be issued for any of the following:

a. Restaurants.

b. Hotels.

c. Eating establishments.

d. Food businesses.

e. Retail businesses.

f. The holder of a brewing, distillation, and fermentation course

authorization under G.S. 18B-1114.6. A school obtaining a permit
under this subdivision is authorized to sell malt beverages
manufactured during its brewing, distillation, and fermentation
program at one noncampus location in a county where the permittee
holds and offers classes on a regular full-time basis in a facility
owned by the permittee.
On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on
the premises, either alone or mixed with other beverages, (ii) the retail sale
of unfortified wine in the manufacturer's original container for consumption
off the premises, and (iii) the retail sale of unfortified wine dispensed from a
tap connected to a pressurized container utilizing carbon dioxide or similar
gas into a eleaned;—santtizeds+resealable-r'~~~ed and san**~~d container that
is filled or refilled and sealed for consumption off the premises and that
identifies the | ttee and the date the container was filled or refilled. The
permit also authorizes the permittee to transfer unfortified wine, not more
than four times per calendar year, to another on-premises unfortified wine
permittee that is under common ownership or control as the transferor.
Except as authorized by this subdivision, transfers of wine by on-premises
unfortified wine permittees, purchases of wine by a retail permittee from
another retail permittee for the purpose of resale, and sale of wine by a retail
permittee to another retail permittee for the purpose of resale are unlawful.
In addition, a particular brand of wine may be transferred only if both the
transferor and transferee are located within the territory designated between
the winery and the wholesaler on file with the Commission. Prior to or
contemporaneous with any such transfer, the transferor shall notify each
wholesaler who distributes the transferred product of the transfer. The notice
shall be in writing or verifiable electronic format and shall identify the
transferor and transferee, the date of the transfer, quantity, and items
transferred. The holder of the permit is authorized to ship unfortified wine in
closed containers to individual purchasers inside and outside the State.
Orders received by a winery by telephone, Internet, mail, facsimile, or other
off-premises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision. The permit may be
issued for any of the following:
Restaurants;Restaurants.
Hetels:Hotels.
Eatingestablishments:Eating establishments.
Private-elubs:Priv~*~ clubs.
Convention-centers;Convention centers.

Cookingseheels;Cooking schools.

me a0 o

House Bill 500-First Edition
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(16)

g. Community-theatres;Community theatres.

h. Waneries: Wineries.

i Wine producers.

Off-Premises Unfortified Wine Permit. — An off-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine in the manufacturer's
original container for consumption off the premises, (ii) the retail sale of
unfortified wine dispensed from a tap connected to a pressurized container
utilizing carbon dioxide or similar gas into a eleaned—sanitized—resealable
~'~1ned and_sanitized container that is filled or refilled a  sealed for
consumption off the premises and that identifies the permittee and the date
the container was filled or refilled, and (iii) the holder of the permit to ship
unfortified wine in closed containers to individual purchasers inside and
outside the State. The permit may be issued for retail businesses. The permit
also authorizes the permittee to transfer unfortified wine, not more than four
times per calendar year, to another off-premises unfortified wine permittee
that is under common ownership or control as the transferor. Except as
authorized by this subdivision, transfers of wine by off-premises unfortified
wine permittees, purchases of wine by a retail permittee from 10other retail
permittee for the purpose of resale, and sale of wine by a retail pern tee to
another retail permittee for the purpose of resale are unlawful. In addition, a
particular brand of wine may be transferred only if both the transferor and
transferee are located within the territory designated between the winery and
the wholesaler on file with the Commission. Prior to or contemporaneous
with any such transfer, the transferor shall notify each wholesaler who
distributes the transferred product of the transfer. The notice shall be in
writing or verifiable electronic format and shall identify the transferor and
transferee, the date of the transfer, quantity, and items transferred. The
permit may also be issued to the holder of a viticulture/enology course
authorization under G.S. 18B-1114.4. A school obtaining a permit under this
subdivision is authorized to sell wines manufactured dur : its
viticulture/enology program at one non-campus location in a county where
the permittee holds and offers classes on a regular full-time basis in a facility
owned by the permittee. The permit may also be issued for a winery or a
wine producer for sale of its own unfortified wine during hours when the
winery or wine producer's premises is « en to the public, subject to any local
ordinance adopted pursuant to G.S. 1¥8-1004(d) concerning hours for the
retail sale of unfortified wine. A winery obtaining a permit under this
subdivision is authorized to sell wine manufactured by the winery at one
additional location in the county under the same conditions specified in
G.S. 18B-1101(5) for the sale of wine at the winery; provided, however, that
no other alcohol sales shall be authorized at the additional location. Orders
received by a winery by telephone, Internet, mail, facsimile, or other
off-premises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision.

Wine Shop Permit. — A wine shop permit authorizes (i) the retail sale of malt
beverages, unfortified wine, and fortified wine in the manufacturer's original
container for consumption off the premises, (ii) the retail sale of malt
beverages or unfortified wine dispensed from a tap connected to a
pressurized container utilizing carbon dioxide or similar gas in a eleaned;
sanitized;resealable ~'~~ned r~ ~~-itized container that is filled or refilled

House Bill 500-First Edition Page 3
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and sealed for consumption off the premises and that identifies the permittee
and the date the container was filled or refilled, and (iii) wine tastings on the
premises conducted and supervised by the permittee in accordance with
subdivision (15) of this section. It also authorizes the holder of the permit to
ship malt beverages, unfortified wine, and fortified wine in closed containers
to individual purchasers inside and outside the State. The permit may be
issued for retail businesses whose primary purpose is selling malt beverages
and wine for consumption off e premises and regularly and customarily
educating consumers through tastings, classes, and seminars about the
selection, serving, and storing of wine. The holder of the permit is
authorized to sell unfortified wine for consumption on the premises,
provided that the sale of wine for consumption on the premises does not
exceed forty percent (40%) of the establishment's total sales for any 30-day
period. The holder of a wine-tasting permit not engaged in the preparation or
sale of food on the premises is not subject to Part 6 of Article 8 of Chapter
130A of the General Statutes.

SECTION 1.(b) The Alcoholic Beverage Control (ABC) Commission shall adopt
rules to implement the provisions of this section by no later than 60 days after this act becomes
law. The ABC Commission may adopt temporary rules to comply with the deadline set in this
subsection. Any temporary rules adopted in accordance with this subsection shall remain in
effect until permanent rules that replace the temporary rules become effective.

AUTHORIZE OFF-SITE STORAGE LOCATION FOR BREWERIES, WINERIES,
AND DISTILLERIES

SECTION 2. Article 11 of Chapter 18B of the General Statutes is amended by
adding a new section to read:
"§ 18B-1120. Noncontiguous storage locations.

A brewery. winery. or distillery may store any alcoholic beverages it manufz~*~es pursuant
to a permit issued under this Article ~* ~ noncontiguous storage loce*~~ approved by the
Alcohol and Tobacco Tax and Trade Bureau. For purposes of Article 5 ot this Chapter, the term
"premises' includes a storage location used pursuant to this section."

AUTHORIZE SALE OF UNFORTIFIED WINE ON PREMISES BY RETAIL
BUSINESSES

SECTION 3. G.S. 18B-1001(3), as amended by Section 1 of this act, reads as

rewritten:

“(3) On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on
the premises, either alone or mixed with other beverages, (ii) the retail sale
of unfortified wine in the manufacturer's original container for consumption
off the premises, and (iii) the retail sale of unfortified wine dispensed from a
tap connected to a pressurized container utilizing carbon dioxide or similar
gas into a cleaned and sanitized container that is filled or refilled and sealed
for consumption off the premises and that identifies the permittee and the
date the container was filled or refilled. The permit also authorizes the
permittee to transfer unfortified wine, not more than four times per calendar
year, to another on-premises unfortified wine permittee that is under
common ownership or control as the transferor. Except as authorized by this
subdivision, transtfers of wine by on-premises unfortified wine permittees,
purchases of wine by a retail permittee from another retail permittee for the
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EFFECT OF HEADINGS

SECTION 15. The headings to the sections of this act are a convenience to the

reader and are for reference only. The headings do not expand, limit, or define the text of this
act.

EFFECTIVE DATE
SECTION 16. This act is effective when it becomes law.

House Bill 500-First Edition Page 9






HOUSE BILL 500:
ABC Omnibus Legislation.

2017-2018 General Assembly

Committee: House Alcoholic Beverage Control. [f Date: April 11,2017
favorable, re-refer to Rules, Calendar, and
Operations of the House
Introduced by: Reps. McGrady, Brawley, Hardister, Harrison Prepared by: Susan Sitze
Analysis of: First Edition Committee Counsel

OVERVIEW: House Bill 500 would make changes to the Alcoholic Beverage Control (ABC)
Commission laws as follows:

Authorize the sale of crowlers by retail permitees.

Authorize off-site storage locations for breweries, wineries, and distilleries.
Authorize the sale of unfortified wine on premises by retail businesses.
Authorize tastings during brewery tours.

Authorize sampling of alcoholic beverages for sensory analysis, quality control, or education.

YV V Y V Y V

Allow home brewers to participate in exhibitions and competitions, and remove restrictions on

‘ the types of wines produced.
» Clarify the exemption to financial interest prohibitions for brewery premises and retail
locations.
» Authorize brewery taprooms to sell other alcoholic beverages.

» Authorize breweries with production facilities in other states to distribute to wholesalers.

» Authorize breweries to sell their product at the brewery regardless of whether malt beverage
sales are allowed in the jurisdiction.

» Increase the amount of malt beverages a brewery may produce and retain ability to self-
distribute.

» Allow a small brewery to terminate a franchise agreement without good cause, and amend the
procedure for determining compensation, if any, to the wholesaler.

» Direct the Legislative Research Commission to study a rewrite of the ABC laws

BILL ANALYSIS:

Section 1 of the bill would remove the requirement that non-original manufacture's containers
authorized for retail sale for consumption off premises be "resealable”. This change would . ow the
sale of "crowlers", which are generally 32 ounce cans sealed on the premises of the permittee.

Section 2 of the bill would allow a brewery, winery, or distillery to store alcoholic beverages it produces
at an off-site storage location approved by the Alcohol and Tobacco Tax and Trade Bureau.
Division

Karen Cochrane-Brown
Director
H . 00 -5s A - 173 E 1 - Vv - 919-733-2578
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This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.
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Section 3 of the bill would authorize retail businesses to obtain an on-premises unfortified wine permit.

Section 4 of the bill would amend the statute allowing breweries to give its products to its employees
and guests for consumption on premises, to authorize giving their product to customers, visitors, and
employees. This would clearly allow tastings of products to occur on premises as a part of any brewery
tour.

Section 5 of the bill would allow a commercial permittee, its agent or employee, to sample alcoholic
beverages on premises for purposes of sensory analysis, quality control, or education.

Section 6 of the bill would remove the requirement that home brewed wine be a "native” wine and that
the only alcohol content be produced by natural fermentation. This section would also allow home
brewers of both malt beverages and wine to share their product at organized affairs, exhibitions, or
competitions and specify that wines and malt beverages made pursuant to this section may not be sold or
offered for sale.

Section 7 of the bill would exempt breweries from limitations on lending or giving things of value to
wholesalers or retailers with respect to premises operated by the brewery either on their own premises or
one of the additional retail locations certain breweries are authorized to operate.

Section 8 of the bill would allow breweries to sell at the brewery, any alcoholic beverage approved for
sale in North Carolina, in addition to their own products, after obtaining the appropriate permit.

Section 9 of the bill would allow breweries to receive their products manufactured in other states and
distribute them to in state wholesalers.

Section 10 of the bill would allow breweries that produce agricultural products for use in the
manufacture of malt beverages to sell their products at the brewery even in jurisdictions that do not
allow the sale of malt beverages.

Section 11 of the bill would increase the maximum number of barrels a brewery can produce per year
and qualify to self-distribute their product without using a wholesaler, from 25,000 barrels to 200,000
barrels. This section would additionally provide that in determining the 200,000 barrel limit the
following do not count:

» Sales to wholesalers, exporters, or non-resident wholesalers.

» Beverages provided or sold to employees.

» Products made by a contract brewery.

» Products made by the brewery in another state.

» Products sold at an additional retail location operated by the brewery.

This section would also allow additional retail locations operated by a brewery to sell products made by
a contract brewery.

Section 12 of the bill would amend the requirements for termination of a franchise agreement by a small
brewery. Current law requires that the brewery shall pay the wholesaler fair market value for the
distribution rights upon termination of an agreement. The bill would provide that a small brewery may
terminate a franchise agreement at any time without good cause, and provide that fair compensation be
negotiated between the brewery and the wholesaler. Fair compensation could be established in advance
and set forth in the franchise agreement. If the parties are unable to agree on fair compensation within
12 months, they shall submit to arbitration conducted pursuant to Article 45C of Chapter 1 of the
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General Statutes. Section 12.(b) of the bill would provide that the mediation provisions of G.S. 18B-
1309 do not apply to termination of franchise agreements by small breweries.

Section 13 of the bill would direct the Legislative Research Commission to study whether a rewrite of
Chapter 18B is necessary and report to the 2018 Regular Session of the 2017 General Assembly.

Section 14 of the bill would direct the ABC Commission to adopt rules to implement this [act] and make
ineffective any current rules or policies that do not comply.

Section 15 of the bill would provide that the headings in the bill have no effect.
EFFECTIVE DATE: This act would be effective when it becomes law.
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House Committee on Alcoholic Beverage Control
Wednesday, April 19, 2017 at 3:00 p.m.
Room 423

MINUTES

The House Committee on Alcoholic Beverage Control met at 3:00 p.m. on April 19, 2017 in Room
423. Representatives Alexander, Bell, Boles, Brawley, Dobson, Earle, Fisher, Gi  Hanes, Hardister,
Harrison, Hastings, Holley, Hurley, Jones, Lucas, Malone, McGrady, Murphy, Potts, Richardson,
Stone, Willingham, and Yarborough attended.

Representative James L. Boles, Jr. presided and called the meeting to order at 3:03 p.m. 1e Chairman
recognized the Sergeant at Arms who were present at the meeting.

The following bills were before the committee for consideration:

HB480 ABC Permits/Tax Compliance & Reports
HB500 ABC Omnibus Legislation
HB511 Game Nights/ Nonprofit Fund-Raiser

The Chairman yielded the gavel to Representative Susan Fisher who placed HB 511 before the
Committee and recognized Representative Boles to explain the bill. Representative Boles offered
amendment H511-ASA-22 (v.1) to the bill and Susan Sitze was recognized to explain the amendment.
Representative Bell moved for adoption of the amendment, the motion carried and the amendment was
adopted. Representative Bell then moved for a favorable Committee Substitute, unfavorable to the
original bill and that the bill be re-referred to the Committee on Judiciary III. The motion carried.

Chairman Boles placed HB 480 before the Committee and recognized Representative Hardister to
explain the bill. Representative Bell moved to have a PCS on said bill before the Committee and the
PCS was placed before the Committee. Discussion on the PCS was had by the committee and
Representative Earle was recognized for a motion who moved for a vote favorable to the PCS,
unfavorable to the original bill. The motion carried.

Chairman Boles placed the Committee at ease at 3:20 p.m. and called the Committee back to order at
3:27 p.m.

Chairman Boles placed HB500 before the Committee and recognized Representative Hardister to
explain the bill. It was then moved that a PCS be placed before the committee and Representative
McGrady was recognized to present the PCS. He asked that an amendment heard by the Committee.
Representative Stone moved to hear amendment H500-ASA-18 (v.1) and Susan Sitze was recognized
by Chairman Boles to explain the amendment. Representative Harrison moved for the approval of the

amendment and the motion carried. There was much discussion on the PCS and no further action was
taken on the bill.

The meeting adjourned at 3:48 p.m.

™~

‘ les fBoles, Jr. ¥ _Clerk_
Presiding






NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2017-2018 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Wednesday, April 19,2017
TIME: 3:00 PM
LOCATION: 423 LOB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 480 ABC Permits/Tax Compliance & Representative Boles
Reports. Representative J. Bell
Representative Willingham
HB 500 ABC Omnibus Legislation. Representative McGrady
‘ Representative Brawley

Representative Hardister
Representative Harrison
HB 511 Game Nights/Nonprofit Fund-Raiser. Representative Boles
Representative Lucas
Representative Saine
Representative Floyd

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 2:56 PM on
Tuesday, April 18, 2017.

____ Principal Clerk
_Reading Clerk — House Chamber

Kerry Guice (Committee Assistant)






House Committee on Alcoholic Beverage Control
Wednesday, April 19, 2017, 3:00 PM
423 Legislative Office Building

AGENDA

Welcome and Opening Remarks
Introduction of Pages

Bills

BILL NO. SHORT TITLE
HB 480 ABC Permits/Tax Compliance &
Reports.

HB 500 ABC Omnibus Legislation.

HB 511 Game Nights/Nonprofit Fund-Raiser.

Other Business

Adjournment

SPONSOR
Representative Boles
Representative J. Bell
Representative Willingham
Representative McGrady
Representative Brawley
Representative Hardister
Representative Harrison
Representative Boles
Representative Lucas
Representative Saine
Representative Floyd
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(e) Penalties. — The following pe=~'ties apply to v101at10ns of th1s sectlon

(1) f o iEad £asilies o an exenr
guilty of'a Class 2 misdemeanor.

2) In addition to any fine that may be imposed, any qualified facilit-- ~~ ~¢empt
organization convicted of a violation of this section shall not be ~'-~*'~ -~
crmdeet g gapr s =it for g ~~-ind ~F ~~~ year from the date of conviction.

A qualified facility shall be solely responsible to the Commission for any administrative
per~'es assessed pursuant to G.S. 18B-104 for violations ~% AP 1~ ¢hnt ~nnee ~e the

premises of the qualified facility."

SECTION 5. The Department of Public Safety shall make a report to the 2019
Regular Session of the General Assembly detailing the administration of game night event
permits, including the total number of applications received by permittee type, the total number
of permits issued, the number of ABC violations reported at establishments that hosted game
night events, and any other information the Department deems appropriate to report regarding
this act, and shall provide a recommendation as to whether the General Assembly should
modify this act. If the recommendation is to modify this act, the Department of ublic Safety
shall submit recommended proposed legislation to the 2019 Regular Session of the General
Assembly.

SECTION 6. This act becomes effective October 1, 2017. If a final order by a
court of competent jurisdiction finds that any portion of this act is unconstitutional, or if the
passage of this act would cause the State to forfeit payments due under a compact entered into
between the State and a federally recognized Indian tribe, this act is void.
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HOUS BILL 511:
Game Nights/Nonprofit Fund-Raiser.

2017-2018 General Assembly

Commiittee: House Alcoholic Beverage Control. If Date: April 19,2017
favorable, re-refer to Judiciary 111

Introduced by: Reps. Boles, Lucas, Saine, Floyd Prepared by: Susan Sitze

Analysis of: First Edition Staff Attorney

OVERVIEW: House Bill 511 would authorize nonprofit organizations to operate game nights,
regulate game nights, and allow the consumption of alcoholic beverages at game nights.

CURRENT LAW:

e Under current law, it is a crime for any person or organization to operate a game of chance,
or for any person to play at or bet on any game of chance at which money, proper  or other
thing of value is bet. The State Lottery and certain bingo games and raffles co ucted by
charitable tax exempt organizations are exempt from this prohibition. Violation of the
gambling statute is punishable as a Class 2 misdemeanor.

e The State and the Eastern Band of Cherokee Indians entered into a Tribal-State Compact that
authorized live table gaming on Indian lands. The Compact provides that if the State
authorizes any live table gaming west of 1-26, the payments to the State under the Con act

‘ would be forfeitc ~ The funds go to the Indian Gaming Education Revenue ind. The Fund
provides local school administrative unit money for classroom teachers, teacher assistants,
classroom materials or supplies, or textbooks.

BILL ANALYSIS:

e House Bill 511 would add a new Part 4 to Article 37 of Chapter 14, entitled "Game Ni; ts."
The bill would make it lawful for an exempt organization to conduct a game night at a
qualified facility. An exempt organization is defined as a tax exempt organization that has
been in continuous existence in the county of operation of the game night for at least five
years. A qualified facility is defined as a facility that has an on-premises malt beverage
permit, an on-premises unfortified wine permit, and on-premises fortified wine permit, or a
mixed beverage permit.

e The exempt organization must obtain a permit from the State Alcohol Law Enforcement
(ALE) Section or the ALE district office where the qualified facility is located. 1€ exempt
organization must pay a permit fee of $250 to ALE for each game night event.

e The bill limits the number of game nights an exempt organization may sponsor to no more
than four per year and no more than one per quarter. There are additional restrictions on the
number of events that can be held at one location and certain times of day game nights
cannot occur. No cash prizes can be awarded at a game night event.

e Only the following games may be played at a game night event: Roulette, Blackjack, Poker,
‘ Craps, Simulated Horse Race, and Merchandise wheel of fortune.

Karen Cochrane-Brown Legislative Analysis
Director Division
HS5 11 - s MsaA-220 E 1 - Vv - 2 919-733-2578

This bill analysis was prepared by the nonpartisan legislative staff for the use of legisiators in their deliberations and does not constitute an official statement of legislative intent.
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Any proceeds from the game night must be used to further the organization's tax-exempt
purposes. Violation of any of the provisions of this new Part is a violation of the gambling
statute.

The new law would only be applicable in areas of the State located east of 1-26. This is
necessary so that the State does not negate the provision in the Tribal-State compact that
provides a percentage of the revenue from live table games to the Indian Gaming Education
Revenue Fund

A qualified facility may host a game night that is sponsored by an exempt organization.
However, an ABC permittee may not serve as the sponsor of a game night. The game night
must be operated in accordance with the permit issued to the exempt organization and must
take place in a private room or other area of the qualified facility that is not accessible to the
general public.

A qualified facility that has been convicted of any ABC violation or has had its permits
suspended or revoked within the past two years may not host a game night event. A qualified
facility may not host more than two game nights in a calendar month. A qualified facility or
an exempt organization that violates this provision is guilty of a Class 2 misdemeanor.

Section 5 of the bill directs the Department of Public Safety to make a report to the 2019
General Assembly detailing the administration of game night event permits and including
any recommended proposed legislation the Department deems appropriate.

EFFECTIVE DATE: The act would become effective October 1, 2017. If any portion of the act is
held to be unconstitutional, or would result in the loss of payments to the State under a Tribal-State
Compact, then the act is void.
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2017
H 1
HOUSE BILL 480
Short Title:  ABC Permits/Tax Compliance & Reports. (Public)
Sponsors: Representatives Boles, J. Bell, and Willingham (Primary Sponsors).

For a complete list of sponsors, refer to the North Carolina General Assembly web site.

Referred to:  Finance, if favorable, Alcoholic Beverage Control

March 28, 2017

A BILL TO BE ENTITLED

AN ACT TO REQUIRE THE ABC COMMISSION AND THE DEPARTMENT OF
REVENUE TO CERTIFY ON AN ANNUAL BASIS THAT BREWERY AND
DISTILLERY PERMIT HOLDERS ARE COMPLIANT WITH STATE TAX
REQUIREMENTS AND TO REQUIRE CERTAIN BREWERY PERMIT H .DERS TO
SUBMIT AN ANNUAL REPORT TO THE ABC COMMISSION.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 18B-1104 reads as rewritten:

"§ 18B-1104. Authorization of brewery permit.

o Asthowiond Ante The holder of a brewery permit may:

(6a) Receive, in closed containers, and sell at ¢ brewery, malt be ‘-ages
produced inside or outside North Carolina under contract with a contract
brewery. The contract brewery that manufactures the malt beverages shall be
responsible for all aspects associated with manufacturing the product,
including maintaining appropriate records, obtaining label approval in its
own name, and remitting the appropriate taxes. The contract malt beverages
may be sold also at affiliated retail outlets of the brewery physically located
on or adjacent to the brewery. Any malt beverages received from a contract
brewery under this subdivision shall be made available for sale by the
brewery to wholesalers for distribution to retailers, without discrimination,
in the same manner as if the malt beverages were being imported vy the
brewery. Contract brewing is authorized between affiliated breweries, but
shall not be used as a means to allocate pro iction quantities between
affiliated breweries to obtain a malt beverage wholesaler permit pursuant to
G-S—18B-1H04(8)subdivision (8) of this subsection where ei er brewery
would not otherwise qualify for a permit, and the Commission shall have no
authority to grant an exemption to this requirement pursuant to
G.S. 18B-1116(b).

(8) Obtain a malt beverage wholesaler permit to sell, deliver, and ip at
wholesale only malt beverages manufactured by the brewery. The
authorization of this subdivision applies to a brewery that sells, to consumers

at the brewery, to wholesalers, to retailers, and to exporters, fewer than
25,000 barrels;-as-defined-i-G-5—8+A-9barrels of malt bever: s produced
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affiliated breweries to obtain a malt beverage wholesaler permit pursuant to G-S-
+H8BHO048)G.S. 18B-1104(a)(8) where either brewery would not otherwise qualify for a
permit, and the Commission shall have no authority to grant an exemption to this requ  nent
pursuant to G.S. 18B-1116(b)."

SECTION 4. G.S. 18B-1001(1)i. reads as rewritten:

"I Breweries as authorized by G-S—8B-H04H-and(8)s " sions

7N nﬂrl 7O\ AL‘G.S‘ 1?1) 1TINALSNN

SECTION 5. G.S. 18B-1114.5(a) reads as rewritten:
"(a)  Authorization. — The holder of a brewery permit, a malt beverages importer permit,
a brewing, distillation, and fermentation course authorization, or a nonresident malt beverage
vendor permit may obtain a malt beverage special event permit allowing the per ttee to give
free tastings of its malt beverages and to sell its malt beverages by the glass or in closed
containers at trade shows, conventions, shopping malls, malt beverage festivals, street festivals,
holiday festivals, agricultural festivals, balloon races, local fund-raisers, and other similar
events approved by the Commission. Except for a brewery operating under the provisions of
G- S—18B-H04(8);G.S. 18B-1104(a)(8), all malt beverages sampled or sold pursuant  this
section must be purchased from a licensed malt beverages wholesaler."
SECTION 6. G.S. 18B-1116(a) reads as rewritten:
"§ 18B-1116. Exclusive outlets prohibited.
(a) Prohibitions. — It shall be unlawful for any manufacturer, bottler, or wholesaler of
any alcoholic beverages, or for any officer, director, or affiliate thereof, either directly or
indirectly to:

A brewery qualifying under G-S—48B-H048)G.S. 18B-1104(a)(8) to act as a wholesaler or
retailer of its own malt beverages is not subject to the provisions of this subsection con Tning
financial interests in, and lending or giving things of value to, a wholesaler or retailer with
respect to the brewery's transactions with the retail business on its premises. The brewery is
subject to the provisions of this subsection, however, with respect to its transactions with all
other wholesalers and retailers."

SECTION 7. G.S. 18B-1305(al) reads as rewritten:

"(al) Termination by a Small Brewery. — A brewery's authorization to distribute its own
malt beverage products pursuant to G=S—8B-1H-04>" < _18™ ' '14(a)(8) shall revert back to
the brewery, in the absence of good cause, following the fitth business day after confirmed
receipt of written notice of such reversion by the brewery to the wholesaler. The brewery shall
pay the wholesaler fair market value for the distribution rights for the affecte brand. For
purposes of this subsection, "fair market value" means the highest dollar amow at which a
seller would be willing to sell and a buyer willing to buy at the time the self-distribution rights
revert back to the brewery, after each party has been provided all information relevant to the
transaction."”

SECTION 8. This act is effective when it becomes law.
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HOUSE BILL 480:
ABC Permits/Tax Compliance & Rey rts.

2017-2018 General Assembly

Committee: House Alcoholic Beverage Control Date: April 19,2017
Introduced by: Reps. Boles, J. Bell, Willingham Prepared by: Jennifer H. Bedford
Analysis of: PCS to First Edition Legis ive Analyst

H480-CSTT-10

OVERVIEW: House Bill 480 would require filing all State tax returns and paying | State taxes to
receive and hold an ABC permit. The PCS for House Bill 480 would also make the ‘quired annual
reports confidential.

CURRENT LAW:

G.S. 105-230 suspends the charter of any corporation or a limited liability company that fails to file any
tax return or pay any tax. Any act performed or attempted to be performed during the p  od of
suspension is invalid and of no effect unless the charter is reinstated after filing and paying all taxes.

G.S. 18B-900(a)(8) requires that a person must be current in filing all applicable tax returns to the state
in order to the eligible to receive and hold an ABC permit.

. Four types of ABC permits may still be issued without State tax compliance: special occasion permit
under G.S. 18B-1001(8), limited special occasion permit under G.S. 18B-1001(9), special one-time
permit under G.S. 18B-1002, and salesman permit under G.S. 18B-1111.
BILL ANALYSIS: The PCS for House Bill 480 would:

e Require the Alcoholic Beverage Control Commission (Commission) to confirm e tax
compliance of brewery, and distillery permit holders by October 1 of each year.

e Authorize the Commission to suspend a brewery, or distillery permit until the Department of
Revenue confirms the permit holder's tax compliance.

e Direct brewery permit holders who obtain a malt beverage wholesaler permit to make an annual
report regarding the amount of malt beverages sold, to the Commission by October 1 of each
year.

¢ Exclude the annual report information from being a public record.

¢ Make technical and conforming changes.
EFFECTIVE DATE: This act is effective when it becomes law.

BACKGROUND: The bill draft closely follows the statute (G.S. 18C-141) requiring  tery retailers to

l file and pay all State taxes.
Ayaren COChlaane-Bro“‘}n |H IW |’||‘ 'I“‘ IIH ” 'NI ’||" ”’II ‘H " “ |’| H|'| "I’ '||‘||( ml‘| m m|l H ”ll” ”I” ||" ‘l " IIIII “II‘ »I||’ ”| Legis,ative ‘4 naIySiS
Director Division
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This bill analysis was prepared by the nonpartisan legisiative staff for the use of legislators in their deliberations and does not constitute an official statement of legisiative intent.
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HOUSE BILL 480
PROPOSED COMMITTEE SUBSTITUTE H480-CSTT-10 [v.’
04/18/2017 05:24:42 PM
Short Title:  ABC Permits/Tax Compliance & Reports. (Public)
Sponsors:
Referred to:

March 28, 2017

A BILL TO BE ENTITLED

AN ACT TO REQUIRE THE ABC COMMISSION AND THE DEPARTMENT OF
REVENUE TO CERTIFY ON AN ANNUAL BASIS THAT BREWERY AND
DISTILLERY PERMIT HOLDERS ARE COMPLIANT WITH STATE TAX
REQUIREMENTS AND TO REQUIRE CERTAIN BREWERY PERMIT JLDERS TO
SUBMIT AN ANNUAL REPORT TO THE ABC COMMISSION.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 18B-1104 reads as rewritten:

"§ 18B-1104. Authorization of brewery permit.

(a) Authorized Ac*~  The holder of a brewery permit may:

(62)

(8)

Receive, in closed containers, and sell at the brewery, malt beverages
produced inside or outside North Carolina under contract with a contract
brewery. The contract brewery that manufactures the malt beverages shall be
responsible for all aspects associated with manufacturing the product,
including maintaining appropriate records, obtaining label approval in its
own name, and remitting the appropriate taxes. The contract malt beverages
may be sold also at affiliated retail outlets of the brewery physically located
on or adjacent to the brewery. Any malt beverages received from a contract
brewery under this subdivision shall be made available for sale by the
brewery to wholesalers for distribution to retailers, without discrimination,
in the same manner as if the malt beverages were being imported by the
brewery. Contract brewing is authorized between affiliated breweries, but
shall not be used as a means to allocate production quantities between
affiliated breweries to obtain a malt beverage wholesaler permit pursuant to
&-5—8B-1H04L8)subdivision (8) of this subsection where either brewery
would not otherwise qualify for a permit, and the Commission shall have no

authority to grant an exemption to this requirement pursuant to
G.S. 18B-1116(b).

Obtain a malt beverage wholesaler permit to sell, deliver, and ship at
wholesale only malt beverages manufactured by the brewery. The
authorization of this subdivision applies to a brewery that sells, to consumers
at the brewery, to wholesalers, to retailers, and to exporters, fewer than
25,000 barrels;-as-defined-in-6-S—8+A-9 barrels of malt beverages produced
by it per year. A brewery not exceeding the sales quantity limitations in this
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and remitting the appropriate taxes. Alternating brewery proprietorships are authorized between
affiliated breweries, but shall not be used as a means to allocate production quantities between
affiliated breweries to obtain a malt beverage wholesaler permit pursuant to G-S:
B HO48)G.S. 18B-1104(a)(8) where either brewery would not otherwise alify for a
permit, and the Commission shall have no authority to grant an exemption to this requirement
pursuant to G.S. 18B-1116(b)."
SECTION 4. G.S. 18B-1001(1)i. reads as rewritten:
"l Breweries as authorized by G-  8B1H84(H-and—(8)subdivisions
(7)and (8) of G.S. 18" "'"*q)."
SECTION 5. G.S. 18B-1114.5(a) reads as rewritten:
"(a)  Authorization. — The holder of a brewery permit, a malt beverages importer permit,
a brewing, distillation, and fermentation course authorization, or a nonresident malt beverage
vendor permit may obtain a malt beverage special event permit allowing the permittee to give
free tastings of its malt beverages and to sell its malt beverages by the glass or in closed
containers at trade shows, conventions, shopping malls, malt beverage festivals, street festivals,
holiday festivals, agricultural festivals. balloon races, local fund-raisers, and other similar
events approved by the Commission. Except for a brewery operating under the provisions of
GS—RB-HOHZ — € 10D 1104(-/°). all malt beverages sampled or sold pursuant to this
section must be purchased trom a licensed malt beverages wholesaler."
SECTION 6. G.S. 18B-1116(a) reads as rewritten:
"§ 18B-1116. Exclusive outlets prohibited.
(a) Prohibitions. — It shall be unlawful for any manufacturer, bottler, or wholesaler of
any alcoholic beverages, or for any officer, director, or affiliate thereof, either directly or
indirectly to:

A brewery qualifying under G-S—48B-H04(8)G.S. 18B-1104(a)(8) to act as a wholesaler or
retailer of its own malt beverages is not subject to the provisions of this subsection concerning
financial interests in, and lending or giving things of value to, a wholesaler or retailer with
respect to the brewery's transactions with the retail business on its premises. The brewery is
subject to the provisions of this subsection, however, with respect to its transactions with all
other wholesalers and retailers."

SECTION 7. G.S. 18B-1305(al) reads as rewritten:

"(al) Termination by a Small Brewery. — A brewery's authorization to distribute its own
malt beverage products pursuant to G-S—8B—1H8483G.S. 18B-1104(a)(8) shall revert back to
the brewery. in the absence of good cause, following the fifth business day after confirmed
receipt of written notice of such reversion by the brewery to the wholesaler. The brewery shall
pay the wholesaler fair market value for the distribution rights for the affected brand. For
purposes of this subsection, "fair market value" means the highest dollar amount at whi a
seller would be willing to sell and a buyer willing to buy at the time the self-distribution rights
revert back to the brewery, after each party has been provided all information relevant to the
transaction.”

SECTION 8. This act is effective when it becomes law.

H480-CSTT-10 [v.1] House Bill 480 Page 3
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HOUSE BILL 500

Short Title: ~ ABC Omnibus Legislation. (Public)

Sponsors: Representatives McGrady, Brawley, Hardister, and Harrison (Primary Sponsors).

For a complete list of sponsors, refer to the North Carolina General Assembly web site.

Referred to:  Alcoholic Beverage Control, if favorable, Rules, Calendar, and Operations of the
House

March 29, 2017

A BILL TO BE ENTITLED
AN ACT TO MAKE VARIOUS CHANGES TO THE ALCOHOLIC BEVERAGE
CONTROL COMMISSION LAWS.
The General Assembly of North Carolina enacts:

AUTHORIZE SALE OF GROWLERS BY RETAIL PERMITTEES

SECTION 1.(a) G.S. 18B-1001 reads as rewritten:

"§ 18B-1001. Kinds of ABC permits; places eligible.

When the issuance of the permit is lawful in the jurisdiction in which the premises are
located, the Commission may issue the following kinds of permits:

(D) On-Premises Malt Beverage Permit. — An on-premises malt beverage p it
authorizes (i) the retail sale of malt beverages for consumption on the
premises, (ii) the retail sale of malt beverages in the manufacturer's original
container for consumption off the premises, and (iii) the retail sale of malt
beverages in a eleaned;sanitized;resealable ~'~~~~ ~~4 -~~~ ~ontainer
that is filled or refilled and sealed for consumption ott the premises and that
identifies the permittee and the date the container was filled or refilled. It
also authorizes the holder of the permit to ship malt beverages in closed
containers to individual purchasers inside and outside the St :. The permit
may be issued for any of the following:

Restaurants;Restaurants.

Hetels;Hotels.

Eating establishrments:establishments.

Food businesses:businesses.

Retail businesses:businesses.

Private elubs:clubs.

Convention eenters:centers.

Community theatres;thea*-~,

Breweries as authorized by G.S. 18B-1104(7) and (8).

2) Off Premises Malt Beverage Permit. — An off-premises 1alt beverage
permit authorizes (i) the retail sale of malt beverages in the manufacturer's
original container for consumption off the premises, (ii) the retail sale of
malt beverages in a eleaned;—sanitized,resealable ~'~~=~" ~=d ~onieiond
container that is filled or refilled and sealed for consumption oft the
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)

premises and that identifies the permittee and the date the container was
filled or refilled, and (ii1) the holder of the permit to ship malt beverages in
closed containers to individual purchasers inside and outside the State. The
permit may be issued for any of the following:

a. Restaurants.

b. Hotels.

c. Eating establishments.

d. Food businesses.

e. Retail businesses.

f. The holder of a brewing, distillation, and fermentation course

authorization under G.S. 18B-1114.6. A school obtaining a permit
under this subdivision is authorized to sell malt beverages
manufactured during its brewing, distillation, and fermentation
program at one noncampus location in a county where the permittee
holds and offers classes on a regular full-time basis in a facility
owned by the permittee.
On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on
the premises, either alone or mixed with other beverages, (ii) the retail sale
of unfortified wine in the manufacturer's original container for consumption
off the premises, and (iii) the retail sale of unfortified wine dispensed from a
tap connected to a pressurized container utilizing carbon dioxide or similar
gas into a eleaned;—sanitized;,resealable-cleaned and sanitized container that
is filled or refilled and sealed for consumption off the premises and that
identifies the permittee and the date the container was filled or refilled. The
permit also authorizes the permittee to transfer unfortified wine, not more
than four times per calendar year, to another on-premises unfortified wine
permittee that is under common ownership or control as the transferor.
Except as authorized by this subdivision, transfers of wine by on-premises
unfortified wine permittees, purchases of wine by a retail permittee from
another retail permittee for the purpose of resale, and sale of wine by a retail
permittee to another retail permittee for the purpose of resale are unlawful.
In addition, a particular brand of wine may be transferred only if both the
transferor and transferee are located within the territory designated between
the winery and the wholesaler on file with the Commission. Prior to or
contemporaneous with any such transfer, the transferor shall notify each
wholesaler who distributes the transferred product of the transfer. The notice
shall be in writing or verifiable electronic format and shall identify the
transferor and transferee, the date of the transfer, quantity, and items
transferred. The holder of the permit is authorized to ship unfortified wine in
closed containers to individual purchasers inside and outside the State.
Orders received by a winery by telephone, Internet, mail, facsimile, or other
off-premises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision. The permit may be
issued for any of the following;:
Restaurants;Restaurants.
Hetels;Hotels.
Eating-establishments;Eating - ~“1blishments.
BrpeatealpbezPeomem 2Tobg,
Ceonvention-centers;Lonvention centers.

Cookingsehools;Cooking schools.

e o o

House Bill 500-First Edition
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(16)

g. Comppsaitothontran (i e by
h. Wineries; Wineries.

i. Wine producers.

Off-Premises Unfortified Wine Permit. — An off-premises un rtifi ~ wine
permit authorizes (i) the retail sale of unfortified wine in the manufacturer's
original container for consumption off the premises, (ii) the retail sale of
unfortified wine dispensed from a tap connected to a pressurized container
utilizing carbon dioxide or similar gas into a eleaned;sanitized;+e ible
cleaned and -~=**~~* ~ontainer that is filled or refilled and se: for
consumption ott the premises and that identifies the permittee and the date
the container was filled or refilled, and (iii) the holder of the permit to ship
unfortified wine in closed containers to individual purchasers inside and
outside the State. The permit may be issued for retail businesses. The permit
also authorizes the permittee to transfer unfortified wine, not more than four
times per calendar year, to another off-premises unfortified wine permittee
that is under common ownership or control as the transferor. Except as
authorized by this subdivision, transfers of wine by off-premises unfortified
wine permittees, purchases of wine by a retail permittee from another retail
permittee for the purpose of resale, and sale of wine by a rete permittee to
another retail permittee for the purpose of resale are unlawful. In addition, a
particular brand of wine may be transferred only if both the transferor and
transferee are located within the territory designated between the winery and
the wholesaler on file with the Commission. Prior to or contemporaneous
with any such transfer, the transferor shall notify each wholesa * who
distributes the transferred product of the transfer. The notice shall be in
writing or verifiable electronic format and shall identify the transferor and
transferee, the date of the transfer, quantity, and items transferred. The
permit may also be issued to the holder of a viticulture/enology course
authorization under G.S. 18B-1114.4. A school obtaining a permit under this
subdivision is authorized to sell wines manufactured during its
viticulture/enology program at one non-campus location in a county where
the permittee holds and offers classes on a regular full-time basis in a facility
owned by the permittee. The permit may also be issued for a winery or a
wine producer for sale of its own unfortified wine during hours when the
winery or wine producer's premises is open to the public, subject to  y local
ordinance adopted pursuant to G.S. 18B-1004(d) concerning hours for the
retail sale of unfortified wine. A winery obtaining a permit under this
subdivision is authorized to sell wine manufactured by the winery at one
additional location in the county under the same conditions specified in
G.S. 18B-1101(5) for the sale of wine at the winery; provided, however, that
no other alcohol sales shall be authorized at the additional location. Orders
received by a winery by telephone, Internet, mail, facsimile, or other
off-premises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision.

Wine Shop Permit. — A wine shop permit authorizes (i) the retail sale of malt
beverages, unfortified wine, and fortified wine in the manufacturer's original
container for consumption off the premises, (ii) the retail sale of malt
beverages or unfortified wine dispensed from a tap connected to a
pressurized container utilizing carbon dioxide or similar gas in a eleaned;
sanitized;resealable-cleaned and sanitized container that is filled or refilled

House Bill 500-First Edition Page 3
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and sealed for consumption off the premises and that identifies the permittee
and the date the container was filled or refilled, and (iii) wine tastings on the
premises conducted and supervised by the permittee in accordance with
subdivision (15) of this section. It also authorizes the holder of the permit to
ship malt beverages, unfortified wine, and fortified wine in closed containers
to individual purchasers inside and outside the State. The permit may be
issued for retail businesses whose primary purpose is selling malt beverages
and wine for consumption off the premises and regularly and customarily
educating consumers through tastings, classes, and seminars about the
selection, serving, and storing of wine. The holder of the permit is
authorized to sell unfortified wine for consumption on the premises,
provided that the sale of wine for consumption on the premises does not
exceed forty percent (40%) of the establishment's total sales for any 30-day
period. The holder of a wine-tasting permit not engaged in the preparation or
sale of food on the premises is not subject to Part 6 of Article 8 of Chapter
130A of the General Statutes.

SECTION 1.(b) The Alcoholic Beverage Control (ABC) Commission shall adopt
rules to implement the provisions of this section by no later than 60 days after this act becomes
law. The ABC Commission may adopt temporary rules to comply with the deadline set in this
subsection. Any temporary rules adopted in accordance with this subsection shall remain in
effect until permanent rules that replace the temporary rules become effective.

AUTHORIZE OFF-SITE STORAGE LOCATION FOR BREWERIES, WINERIES,
AND DISTILLERIES

SECTION 2. Article 11 of Chapter 18B of the General Statutes is amended by
adding a new section to read:
"§ 18B-1120. Noncontiguous storage loc~*~=s.

A brewery, v~ ~~ di~tjllery may store any alcoholic bevera~~~ i* =~n#~~tyres pursuant
to_a permit issued under thus Article at a noncontiguous st~~ve location approved v the
Alcohol and Tobacco Tax and Trade ™-~eau. For purposes of Article 5 of this Chapter, the term
"premises” includes a storage location used pursuant to this section."

AUTHORIZE SALE OF UNFORTIFIED WINE ON PREMISES BY RETAIL
BUSINESSES

SECTION 3. G.S. 18B-1001(3), as amended by Section 1 of this act, reads as

rewritten:

"(3) On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on
the premises, either alone or mixed with other beverages, (ii) the retail sale
of unfortified wine in the manufacturer's original container for consumption
off the premises, and (iii) the retail sale of unfortified wine dispensed from a
tap connected to a pressurized container utilizing carbon dioxide or similar
gas into a cleaned and sanitized container that is filled or refilled and sealed
for consumption off the premises and that identifies the permittee and the
date the container was filled or refilled. The permit also authorizes the
permittee to transfer unfortitfied wine, not more than four times per calendar
year, to another on-premises unfortified wine permittee that is under
common ownership or control as the transferor. Except as authorized by this
subdivision, transfers of wine by on-premises unfortified wine permittees,
purchases of wine by a retail permittee from another retail permittee for the

Page 4 House Bill 500-First Edition
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(b) Selling Prohibited. — Wines and malt beverage~ ~—~"~ =wwroe £t thin montiog gy
not be sold or offered for sale.

(c) Kits. — Wine kits and malt beverage kits may be sold in this State.

(d)  Permit. — No ABC permit is required to make wines or malt beverages pursuant to
this section."

CLARIFY LAW GOVERNING RELATIONSHIP BETWEEN BREWERIES AND
AFFILIATED RETAILERS

SECTION 7. G.S. 18B-1116(a) reads as rewritten:

"(a)  Prohibitions. — It shall be unlawful for any manufacturer, bottler, or wholesaler of
any alcoholic beverages, or for any officer, director, or affiliate thereof, either directly or
indirectly to:

(D Require that an alcoholic beverage retailer purchase any alcoholic beverages
from that person to the full or partial exclusion of any other alcoholic
beverages offered for sale by other persons in this State; or

(2) Have any direct or indirect financial interest in the business of any alcoholic
beverage retailer in this State or in the premises where the business of any
alcoholic beverage retailer in this State is conducted; or

3) Lend or give to any alcoholic beverage retailer in this State or his employee
or to the owner of the premises where the business of any alcoholic beverage
retailer in this State is conducted, any money, service, equipment, furniture,
fixtures or any other thing of value.

A brewery qualifying under G-S-—18B-1H04(8)-to-act-as-a-whelesalerorretailerofitsown
mak—beverages-G.S. 18B-1104(7) or (8) is not subject to the provisions of this subsection
section concerning financial interests in, and lending or giving things of value to, a wholesaler
or retailer with respect to the brewery's transactions with the retail business on its
premises-premises or other retail locations ~'"7wed under G.S. 18B-1104(8). The brewery is
subject to the provisions of this subsection, however, with respect to its transactions with all
other wholesalers and retailers."

AUTHORIZE BREWERY TAPROOMS TO SELL OTHER ALCOHOLIC
BEVERAGES UPON RECEIVING THE APPROPRIATE PERMIT

SECTION 8. G.S. 18B-1104(7) reads as rewritten:

"(7) In an area where the sale of any type of alcoholic beverage is authorized by
law, an- mon receiving the appropriate r~=** ~7~r G.S. 18B-1001, sell
the—at the brewery, and any additional retail location authorized under
sy~ (8) of this section, any or all of the f~""~+ing:

[

‘Ihe brewery's malt beverages—or—malt—beverages that have been
approved by the Commission for sale in North Carolina.

b. Malt beverages manufactured by the permittee in some other state
that have been approved by the Commission for sale in North
+8B-106+)-Carolina.

C. Any other alcoholic beverages approved by the Commission for sale

in North Carolina."

AUTHORIZE BREWERIES WITH PRODUCTION FACILITIES IN OTHER STATES
TO DISTRIBUTE TO WHOLESALERS
SECTION 9. G.S. 18B-1104(4) reads as rewritten:

Page 6 House Bill 500-First Edition
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EFFECT OF HEADINGS

SECTION 15. The headings to the sections of this act are a convenience to the

reader and are for reference only. The headings do not expand, limit, or define the text of this
act.

EFFECTIVE DATE
SECTION 16. This act is effective when it becomes law.

House Bill 500-First Edition I 9
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HOUSE BILL 500:
ABC Omnibus Legislation.

2017-2018 General Assembly

Committee: House Alcoholic Beverage Control. If Date: April 19,2017
favorable, re-refer to Rules, Calendar, and
Operations of the House

Introduced by: Reps. McGrady, Brawley, Hardister, Harrison Prepared by: Susan itze

Analysis of? PCS to First Edition Staff Attorney
H500-CSSAf-15

OVERVIEW: The Proposed Committee Substitute (PCS) for House Bill 500 would make changes to
the Alcoholic Beverage Control (ABC) Commission laws as follows:

» Authorize the sale of crowlers by retail permitees.

Authorize off-site storage locations for breweries, wineries, and distilleries.
Authorize the sale of unfortified wine on premises by retail businesses.
Authorize tastings during brewery tours.

Authorize sampling of alcoholic beverages for sensory analysis, quality control, or education.

YV V.V V¥V V

Allow home brewers to participate in exhibitions and competitions, and remove restrictions on

‘ the types of wines produced.

Clarify the exemption to financial interest prohibitions for brewery premises and retail
locations.

v

Authorize brewery taprooms to sell other alcoholic beverages.

A\ 4

Authorize breweries with production facilities in other states to distribute to wholesal,

» Authorize breweries to sell their product at the brewery regardless of whether malt beverage
sales are allowed in the jurisdiction upon approval of the local governing body.

» Authorize breweries to sell products manufactured by contract breweries at additional retail
locations.

» Direct the Legislative Research Commission to study a rewrite of the ABC laws

The PCS adds a local gov~--‘1g¢ board approval requirement to the farm br~~= -~=~ sisions in
Section 10 and deletes provisions from the original bill that increased the brewery production limit for
self-distribution and modific " “"e law rega-"*-- the termination of franchise a;~--mer*-

BILL ANALYSIS:

Section 1 would remove the requirement that non-original manufacture's containers authorized for retail
sale for consumption off premises be "resealable”.  1is change would allow the sale of "crowlers",
which are generally 32 ounce cans sealed on the premises of the permittee.

I Karen Cochrane-Brown Legislative Analysis
Director Division
HS5S00-sMsaA- 129 c s A F - 15 - v -1

919-733-2578

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.
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Section 2 would allow a brewery, winery, or distillery to store alcoholic beverages it produces at an off-
site storage location approved by the Alcohol and Tobacco Tax and Trade Bureau.

Section 3 would authorize retail businesses to obtain an on-premises unfortified wine permit.

Section 4 would amend the statute allowing breweries to give its products to its employees and guests
for consumption on premises, to authorize giving their product to customers, visitors, and employees.
This would clearly allow tastings of products to occur on premises as a part of any brewery tour.

Section 5 would allow a commercial permittee, its agent or employee, to sample alcoholic beverages on
premises for purposes of sensory analysis, quality control, or education.

Section 6 would remove the requirement that home brewed wine be a "native" wine and that the only
alcohol content be produced by natural fermentation. This section would also allow home brewers of
both malt beverages and wine to share their product at organized affairs, exhibitions, or competitions
and specify that wines and malt beverages made pursuant to this section may not be sold or offered for
sale.

Section 7 would exempt breweries from limitations on lending or giving things of value to wholesalers
or retailers with respect to premises operated by the brewery either on their own premises or one of the
[ditional retail locations certain breweries are authorized to operate.

Section 8 would allow breweries to sell at the brewery, any alcoholic beverage approved for sale in
lorth Carolina, in addition to their own products, after obtaining the appropriate permit.

sction 9 would allow breweries to receive their products manufactured in other states and distribute
them to in state wholesalers.

Section 10 would allow breweries that produce agricultural products for use in the manufacture of malt

zverages to sell their products at the brewery even in jurisdictions that do not allow the sale of malt
beverages upon approval of the governing body of the city where the brewery is located or, if the
brewery is not located in a city, the governing body of the county where the brewery is located.

Section 11 would allow additional retail locations operated by a brewery to sell products made by a
ntract brewery.

Section 12 of the bill would direct the Legislative Research Commission to study whether a rewrite of
Chapter 18B is necessary and report to the 2018 Regular Session of the 2017 General Assembly.

Section 13 of the bill would direct the ABC Commission to adopt rules to implement this [act] and make
ineffective any current rules or policies that do not comply.

Section 14 of the bill would provide that the headings in the bill have no effect.
EFFECTIVE DATE: This act would be effective when it becomes law.
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HOUSE BILL 500

PROPOSED COMMITTEE SUBSTITUTE HS00-CSSAf-15 [v.3]
4/18/2017 7:53:35 PM
Short Title: ~ ABC Omnibus Legislation.

[
N’

Sponsors:

Referred to:

March 29, 2017

1 A BILL TO BE ENTITLED

2 AN ACT TO MAKE VARIOUS CHANGES TO THE ALCOHOLIC BEVERAGE

3 CONTROL COMMISSION LAWS.

4 The General Assembly of North Carolina enacts:

5

6 AUTHORIZE SALE ( CROWLERS BY RETAIL PERMITTEES

7 SECTION 1.(a) G.S. I8B-1001 reads as rewritten:

8 "§18B-1001. Kinds of ABC permits; places eligible.

9 When the issuance of the permit is lawful in the jurisdiction in which the premises are
10 located, the Commission may issue the following kinds of permits:

11 (1) On-Premises Malt Beverage Permit. — An on-premises malt beverage permit
12 authorizes (i) the retail sale of malt beverages for consumption on the
13 premises, (ii) the retail sale of malt beverages in the manufacturer's original
14 container for consumption off the premises, and (iii) the retail sale of malt
15 beverages in a eleaned;sanitizeds—+esealable ~'~~~~+ -~~~ sanitized container
16 that is filled or refilled and sealed for consumption oft the premises and that
17 identifies the permittee and the date the container was filled or refilled. It
18 also authorizes the holder of the permit to ship malt beverages in closed
19 containers to individual purchasers inside and outside the State. The permit
20 may be issued for any of the following:
21 a. Restaurants:Restaurants.
22 b. Hetels:Hotels.
23 C. Eating establishiments:establishments.
24 d. Food businesses:businesses.
25 e. Retail businesses:businesses.
26 f. Private elubs:clubs.
27 g. Convention eenters;c~=*"rs.
28 h. Community theatres:th~~*-es.
29 i Breweries as authorized by G.S. 18B-1104(7) and (8).
30 2) Off-Premises Malt Beverage Permit. — An off-premises malt beverage
31 permit authorizes (i) the retail sale of malt beverages in the manufacturer's
32 original container for consumption off the premises, (ii) the retail sale of
33 malt beverages in a eleaned;—sanitized.—resealable—cleaned and sanit'~~-
34 container that is filled or refilled and sealed for consumption off the
35 premises and that identifies the permittee and the date the container was

36 filled or refilled, and (iii) the holder of the permit to ship malt beverages in

]
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closed containers to individual purchasers inside and outside the State. The
permit may be issued for any of the following:

Restaurants.

Hotels.

Eating establishments.

Food businesses.

Retail businesses.

The holder of a brewing, distillation, and fermentation course
authorization under G.S. 18B-1114.6. A school obtaining a permit
under this subdivision is authorized to sell malt beverages
manufactured during its brewing, distillation, and fermentation
program at one noncampus location in a county where the permittee
holds and offers classes on a regular full-time basis in a facility
owned by the permittee.

On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on
the premises, either alone or mixed with other beverages, (ii) the retail sale
of unfortified wine in the manufacturer's original container for consumption
off the premises, and (iii) the retail sale of unfortified wine dispensed from a
tap connected to a pressurized container utilizing carbon dioxide or similar
gas into a eleaned—sanitized—resealable-cleaned and sanitized container that
is filled or refilled and sealed for consumption off the premises and that
identifies the permittee and the date the container was filled or refilled. The
permit also authorizes the permittee to transfer unfortified wine, not more
than four times per calendar year, to another on-premises unfortified wine
permittee that is under common ownership or control as the transferor.
Except as authorized by this subdivision, transfers of wine by on-premises
unfortified wine permittees, purchases of wine by a retail permittee from
another retail permittee for the purpose of resale, and sale of wine by a retail
permittee to another retail permittee for the purpose of resale are unlawful.
In addition, a particular brand of wine may be transferred only if both the
transferor and transferee are located within the territory designated between
the winery and the wholesaler on file with the Commission. Prior to or
contemporaneous with any such transfer, the transferor shall notify each
wholesaler who distributes the transferred product of the transfer. The notice
shall be in writing or verifiable electronic format and shall identify the
transferor and transferee, the date of the transfer, quantity, and items
transferred. The holder of the permit is authorized to ship unfortified wine in
closed containers to individual purchasers inside and outside the State.
Orders received by a winery by telephone, Internet, mail, facsimile, or other
off-premises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision. The permit may be
issued for any of the following:

Restaurants;Restaurants.

Hetels:Hotels.

Eating-establishments:Eating establishments.
Private-elubs;Private clubs.

Convention-eenters:Convention centers,

Cookingschoels:Cooking schools.

Community-theatres:Community theatres.
Wineries:Wine=i

-0 o0 o
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1. Wine producers.
Off-Premises Unfortified Wine Permit. — An off-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine in the manufacturer's
original container for consumption off the premises, (ii) the retail sale of
unfortified wine dispensed from a tap connected to a pressurized container
utilizing carbon dioxide or similar gas into a eleaned—sanitized-—re able
sa~**~ed container that is filled or refilled and sealed for
consumption oft the premises and that identifies the permittee and the date
the container was filled or refilled, and (iii) the holder of the permit to ship
unfortified wine in closed containers to individual purchasers inside and
outside the State. The permit may be issued for retail businesses. The permit
also authorizes the permittee to transfer unfortified wine, not more than four
times per calendar year, to another off-premises unfortified wine permittee
that is under common ownership or control as the transferor. Except as
authorized by this subdivision, transfers of wine by off-premises unfortified
wine permittees, purchases of wine by a retail permittee from another retail
permittee for the purpose of resale, and sale of wine by a retail per ttee to
another retail permittee for the purpose of resale are unlawful. In ac tion, a
particular brand of wine may be transferred only if both the transferor and
transferee are located within the territory designated between the winery and
the wholesaler on file with the Commission. Prior to or contemporaneous
with any such transfer, the transferor shall notify each wholesaler who
distributes the transferred product of the transfer. The notice shall be in
writing or verifiable electronic format and shall identify the transferor and
transferee, the date of the transfer, quantity, and items transferred. The
permit may also be issued to the holder of a viticulture/enology course
authorization under G.S. 18B-1114.4. A school obtaining a permit under this
subdivision is authorized to sell wines manufactured during its
viticulture/enology program at one non-campus location in a county where
the permittee holds and offers classes on a regular full-time basis in a facility
owned by the permittee. The permit may also be issued for a winery or a
wine producer for sale of its own unfortified wine during hours when the
winery or wine producer's premises is open to the public, subject to any local
ordinance adopted pursuant to G.S. 18B-1004(d) concerning hours for the
retail sale of unfortified wine. A winery obtaining a permit under this
subdivision is authorized to sell wine manufactured by the winery at one
additional location in the county under the same conditions specified in
G.S. 18B-1101(5) for the sale of wine at the winery; provided, however, that
no other alcohol sales shall be authorized at the additional location. Orders
received by a winery by telephone, Internet, mail, facsimile, or other
off-premises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision.

Wine Shop Permit. — A wine shop permit authorizes (i) the retail sale of malt
beverages, unfortified wine, and fortified wine in the manufacturer's original
container for consumption off the premises, (ii) the retail sale of malt
beverages or unfortified wine dispensed from a tap connected to a
pressurized container utilizing carbon dioxide or similar gas in a eleaned;
sanitized;—resealable—cleaned and sanitized container that is filled or refilled
and sealed for consumption off the premises and that identifies the permittee
and the date the container was filled or refilled, and (iii) wine tastings on the

H500-CSSAf-15 [v.3] House Bill 500 Page 3
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(©) K#~ “ne kits and malt beverage kits may be sold in this State.

d P No ABC permit is required to make v'i~~s or malt beverages pursuant to
this section."”

CLARIFY LAW GOVERNING RELATIONSHIP BETWEEN BREWERIES AND
AFFILIATED RETAILERS

SECTION 7. G.S. 18B-1116(a) reads as rewritten:

"(a)  Prohibitions. — It shall be unlawful for any manufacturer, bottler, or wholesaler of
any alcoholic beverages, or for any officer, director, or affiliate thereof, either directly or
indirectly to:

) Require that an alcoholic beverage retailer purchase any alcoholic beverages
from that person to the full or partial exclusion of any other alcoholic
beverages offered for sale by other persons in this State; or

(2) Have any direct or indirect financial interest in the business of any alcoholic
beverage retailer in this State or in the premises where the business of any
alcoholic beverage retailer in this State is conducted; or

(3) Lend or give to any alcoholic beverage retailer in this State or his employee
or to the owner of the premises where the business of any alcoholic beverage
retailer in this State is conducted, any money, service, equipment, furniture,
fixtures or any other thing of value.

A brewery qualifying under G-5—8BH04(8) to-act-as-a—whelesalerorretatlerof-its-own
malt—beverages—G.S. 18B-1104(7) or (8) is not subject to the provisions of this subsection
section concerning financial interests in, and lending or giving things of value to, a wholesaler
or retailer with respect to the brewery's transactions with the retail business on its
premises-premises or other retail locations allowed under G.S. 18B-1104(8). The brewery is
subject to the provisions of this subsection, however, with respect to its transactions with all
other wholesalers and retailers.”

AUTHORIZE BREWERY TAPROOMS TO SELL OTHER ALCOHOLIC
BEVERAGES UPON RECEIVING THE APPROPRIATE PERMIT

SECTION 8. G.S. 18B-1104(7) reads as rewritten:

"(7)  In an area where the sale of any type of alcoholic beverage is authorized by
law, and upon receiving the appropriate =~~~‘t under G.S. 18B-1001, sell
the—at the brewery, and any additional retail location authorized under
subdivision (8) of'this section, any or all of the following:

a. The brewery's malt beverages—er—malt—bevera~~~ *hat have been

app-~+ed by the Commission for g~'= i1 North " ~=~""na.

b. Malt beverages manufactured by the permittee in some other state
that have been approved by the Commission for sale in North
+8B-+H00HH-Carolina.

Any other alcoholic beverages approved by *»~ “~nmission for sale
in North Carolina."

1o

AUTHORIZE BREWERIES WITH PRODUCTION FACILITIES IN OTHER STATES
TO DISTRIBUTE TO WHOLESALERS
SECTION 9. G.S. 18B-1104(4) reads as rewritten:
"(4)  Receive malt beverages manufactured by the permittee in some other state
for transshipment to (i) dealers in other states:statec ~= (ii) **"~'~~alers
linanca d under this Chap*~~ 1s authorized by the ABC '~5."

Page 6 House Bill 500 H500-CSSAf-15 [v.3]
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SECTION 13.(b) Any rule or policy adopted by the ABC Commission that does
not comply with the provisions of this act shall be null, void, and without effect.

EFFECT OF HEADINGS

SECTION 14. The headings to the sections of this act are a convenience to the
reader and are for reference only. The headings do not expand, limit, or define the text of this
act.

EFFECTIVE DA
SECTION 15. This act is effective when it becomes law.

Page 8 House Bill 500 H500-CSSAf-15 [v.3]
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' Corrected #1: Time Change

NOR . d CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2017-2018 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Tuesday, April 25,2017
TIME: 10:00 AM
LOCATION: 423 LOB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 500 ABC Omnibus Legislation. Representative McGrady
‘ Representative Brawley
Representative Hardister
Representative Harrison
HB 773 ABC Sales/Sports & Entertainment Representative Dulin
Venues. Representative Zachary

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

[ hereby certify this notice was filed by the committee assistant at the following offices at 8:19 AM on
Tuesday, April 25,2017.

____Principal Clerk
___Reading Clerk — House Chamber

Kerry Guice (Committee Assistant)

’






NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2017-2018 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Tuesday, April 25,2017
TIME: 9:00 AM
LOCATION: 423 LOB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR

HB 500 ABC Omnibus Legislation. Representative McGrady
Representative Brawley
Representative Hardister

Representative Harrison
HB ™7° ABC Sales/Sports & Entertainment Representative Dulin
Venues. Representative Zachary

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 3:29 PM on
Thursday, April 20, 2017.

Principal Clerk
Reading Clerk — House Chamber

Kerry Guice (Committee Assistant)






House Committee on Alcoholic Beverage Control
Tuesday, April 25, 2017 at 10:00 AM
Room 423 of the Legislative Office Building

MINUTES

The House Committee on Alcoholic Beverage Control met at 10:00 AM on Apr 25, 2017 in
Room 423 of the Legislative Office Building. Representatives Alexander, J. Bell, Boles,
Brawley, Dobson, Earle, Fisher, Hanes, Hardister, Harrison, Hastings, Hurley, Lucas, Malone,
McGrady, Murphy, Potts, Stone, Willingham, and Yarborough attended.

Representative James L. Boles, Jr., Chair, presided and called the meeting to order at 10:27 a.m.
The following bills were considered:

HB 500 ABC Omnibus Legislation. (Representatives McGrady, Brawley, H: dister,
Harrison)

HB 773 ABC Sales/Sports & Entertainment Venues. (Representatives Dulin, Zachary)

Representative McGrady moved that HB 500 be placed before the committee, seconded by
Representative Malone. Chairman Boles then placed HB 500 before the Committee. After
discussion on the bill, Chairman recognized Representative Hurley to put forth amendment
H500-ASA-29 (v.2) and after a vote, the amendment failed. Representative Lucas moved for a
favorable report on the PCS, unfavorable to the original bill with a referral to the Committee on
Rules, Calendar and Operations of the House. The motion carried.

Chairman Boles placed HB 773 before the committee and a motion was made for a PCS to be
before the committee for said bill. Representative Zachary set forth amendment H773-ATT-19
(v.2). A motion was made for adoption of the amendment and the motion carried. ( 1irman
Boles recognized Representative Dulin to explain the PCS before the committee and after
discussion on the PCS, Representative Hardister moved for a favorable report on the PCS,
unfavorable to the original, with the amendment rolled into the PCS. The motion carried.

The meeting adjourned at 10:53 a.m.

* 1
: James L. Bales, Jr., Chair

) lerk
Presiding












HOUSE BILL 500:
ABC Omnibus Legislation.

2017-2018 General Assembly

Committee: House Alcoholic Beverage Control. If Date: April 25,2017

favorable, re-refer to Rules, Calendar, and
Operations of the House

Introduced by: Reps. McGrady, Brawley, Hardister, Harrison Prepared by: Susan Sitze
Analysis of: PCS to First Edition Committee Counsel

H500-CSSAf-17

OVERVIEW: The Proposed Committee Substitute (PCS) for House Bill 500 would make changes to
the Alcoholic Beverage Control (ABC) Commission laws as follows:

>

YV ¥V V V VYV VY

Y

>

Authorize the sale of crowlers by retail permittees.

Authorize off-site storage locations for breweries, wineries, and distilleries.

Authorize the sale of unfortified wine on premises by retail businesses.

Authorize tastings during brewery tours.

Authorize sampling of alcoholic beverages for sensory analysis, quality control, or education.

Allow home brewers to participate in exhibitions and competitions, and remove restrictions on
the types of wines produced.

Clarify the exemption to financial interest prohibitions for brewery prei ses and retail
locations.

Authorize brewery taprooms to sell other alcoholic beverages.
Authorize breweries with production facilities in other states to distribute to wholesalers.

Authorize breweries to sell their product at the brewery regardless of whether malt beverage
sales are allowed in the jurisdiction upon approval of the local governing body.

Authorize breweries to sell products manufactured by contract breweries at additional retail
locations.

The PCS adds language to Section 10 requiring a public_hearing before local governing board

approval of brewery sales in areas where the sale of malt beverages has not been approved, makes

clarifying changes to Sections 8 and 11, and deletes the section of the previous version that directed

the LRC to study a rewrite of the ABC laws.

BILL ANALYSIS:

Section 1 would remove the requirement that non-original manufacture's containers authorized for retail
sale for consumption off premises be "resealable”. This change would allow the sale of "crowlers",
which are generally 32 ounce cans sealed on the premises of the permittee.

d

Karen Cochrane-Brown
Director
H500- s Ms A -

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.

Division
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Section 2 would allow a brewery, winery, or distillery to store alcoholic beverages it produces at an off-
site storage location approved by the Alcohol and Tobacco Tax and Trade Bureau.

Section 3 would authorize retail businesses to obtain an on-premises unfortified wine permit.

Section 4 would amend the statute allowing breweries to give its products to its employees and guests
for consumption on premises, to authorize giving their product to customers, visitors, and employees.
This would clearly allow tastings of products to occur on premises as a part of any brewery tour.

Section 5 would allow a commercial permittee, its agent or employee, to sample alcoholic beverages on
premises for purposes of sensory analysis, quality control, or education.

Section 6 would remove the requirement that home brewed wine be a "native" wine and that the only
alcohol content be produced by natural fermentation. This section would also allow home brewers of
both malt beverages and wine to share their product at organized affairs, exhibitions, or competitions
and specify that wines and malt beverages made pursuant to this section may not be sold or offered for
sale.

Section 7 would exempt breweries from limitations on lending or giving things of value to wholesalers
or retailers with respect to premises operated by the brewery either on their own premises or one of the
additional retail locations certain breweries are authorized to operate.

Section 8 would allow breweries to sell at the brewery, any alcoholic beverage approved for sale in
irth Carolina, in addition to their own products, after obtaining the appropriate permit, if the type of
alcoholic beverage is approved for sale in that area.

Section 9 would allow breweries to receive their products manufactured in other states and distribute
them to in state wholesalers.

¢ :tion 10 would allow breweries that produce agricultural products for use in the manufacture of malt
beverages to sell their products at the brewery even in jurisdictions that do not allow the sale of malt
beverages upon approval of the governing body of the city where the brewery is located or, if the
| wery is not located in a city, the governing body of the county where the brewery is located.
Approval must be done by resolution of the governing body at a public meeting, after a public hearing
has been held.

¢ tion 11 would make the following changes:

e Allow additional retail locations operated by a brewery to sell products made by a contract
brewery.

e Only require additional retail locations operated under a different trade name to offer competitive
malt beverage products.

e C(larify that sales at the brewery's additional retail locations are not considered a wholesale sale
for purposes of the franchise agreement statutes.

Section 12 of the bill would direct the ABC Commission to adopt rules to implement this act and make
ineffective any current rules or policies that do not comply.

Section 13 of the bill would provide that the headings in the bill have no effect.
EFFECTIVE DATE: This act would be effective when it becomes law.
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2017
H 1
HOUSE BILL 500
Short Title:  ABC Omnibus Legislation. (Public)
Sponsors: Representatives McGrady, Brawley, Hardister, and Harrison (Primary Sponsors).

For a complete list of sponsors, refer to the North Carolina General Assemblv web site.

Referred to:  Alcoholic Beverage Control, if favorable, Rules, Calendar, and Operations of the
House

March 29, 2017

A BILL TO BE ENTITLED
AN ACT TO MAKE VARIOUS CHANGES TO THE ALCOHOLIC BEVERAGE
CONTROL COMMISSION LAWS.
The General Assembly of North Carolina enacts:

AUTHORIZE SALE OF GROWLERS BY RETAIL PERMITTEES

SECTION 1.(a) G.S. 18B-1001 reads as rewritten:

"§ 18B-1001. Kinds of ABC permits; places eligible.

When the issuance of the permit is lawful in the jurisdiction in which the premises are
located, the Commission may issue the following kinds of permits:

() On-Premises Malt Beverage Permit. — An on-premises malt beverage permit
authorizes (i) the retail sale of malt beverages for consumption on the
premises, (ii) the retail sale of malt beverages in the manufacturer's original
container for consumption off the premises, and (iii) the retail sale of malt
beverages in a eleaned;sanitize  esealable-cleaned ~~ sani**~~" ~ontainer
that is filled or refilled and sealed for consumption ott the premises and that
identifies the permittee and the date the container was filled or refilled. It
also authorizes the holder of the permit to ship malt beverages : closed
containers to individual purchasers inside and outside the State. The permit
may be issued for any of the following:

Restaurants:Restaurants.

Hoetels:Hotels.

Eating establishiments;establishments.

Food businesses;businesses.

Retail businesses:businesses.

Private elubs:clubs.

Convention eenters;cer*

Community theatres;theatres.

Breweries as authorized by G.S. 18B-1104(7) and (8).

(2) Off Premises Malt Beverage Permit. — An off-premlses malt beverage
permit authorizes (i) the retail sale of malt beverages in the manufacturer's
original container for consumption off the premises, (ii) the retail sale of
malt beverages in a eleaned;—sanitized,—resealable—cleaned and sg—"—--
container that is filled or refilled and sealed for consumption oft the

* H5 00 -V - 1x
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premises and that identifies the permittee and the date the container was
filled or refilled, and (iii) the holder of the permit to ship malt beverages in
closed containers to individual purchasers inside and outside the State. The
permit may be issued for any of the following:

Restaurants.

Hotels.

Eating establishments.

Food businesses.

Retail businesses.

The holder of a brewing, distillation, and fermentation course
authorization under G.S. 18B-1114.6. A school obtaining a permit
under this subdivision is authorized to sell malt beverages
manufactured during its brewing, distillation, and fermentation
program at one noncampus location in a county where the permittee
holds and offers classes on a regular full-time basis in a facility
owned by the permittee.

On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on
the premises, either alone or mixed with other beverages, (ii) the retail sale
of unfortified wine in the manufacturer's original container for consumption
off the premises, and (iii) the retail sale of unfortified wine dispensed from a
tap connected to a pressurized container utilizing carbon dioxide or similar
gas into a eleaned;sanitized;resealable-cle~~~- ~~- sanitized container that
is filled or refilled and sealed for consumption otf the premises and that
identifies the permittee and the date the container was filled or refilled. The
permit also authorizes the permittee to transfer unfortified wine, not more
than four times per calendar year, to another on-premises unfortified wine
permittee that is under common ownership or control as the transferor.
Except as authorized by this subdivision, transfers of wine by on-premises
unfortified wine permittees, purchases of wine by a retail permittee from
another retail permittee for the purpose of resale, and sale of wine by a retail
permittee to another retail permittee for the purpose of resale are unlawful.
In addition, a particular brand of wine may be transferred only if both the
transferor and transferee are located within the territory designated between
the winery and the wholesaler on file with the Commission. Prior to or
contemporaneous with any such transfer, the transferor shall notify each
wholesaler who distributes the transferred product of the transfer. The notice
shall be in writing or verifiable electronic format and shall identify the
transferor and transferee, the date of the transfer, quantity, and items
transferred. The holder of the permit is authorized to ship unfortified wine in
closed containers to individual purchasers inside and outside the State.
Orders received by a winery by telephone, Internet, mail, facsimile, or other
off-premises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision. The permit may be
issued for any of the following:

Mmoo o

a. Restaurants;Restaurants.

b. Hetels:Hotels.

c. Eating-establishments:Eating establishments.
d. Private-clubs;Private clubs.

e. Ceonvention-centers:Convention centers.

f. Cookingsehools;Cooking schools.

House Bill 500-First Edition
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g. Community-theatres” ~nmunity theatres.
h. Winertes:Wineries.

1. Wine producers.

Off-Premises Unfortified Wine Permit. — An off-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine in the manufa 1rer's
original container for consumption off the premises, (ii) the retail sale of
unfortified wine dispensed from a tap connected to a pressurized cc ainer
utilizing carbon dioxide or similar gas into a eleaned;—sanitized,—+resealable
cleaned and sanitized container that is filled or refilled and sealed for
consumption off the premises and that identifies the permittee and the date
the container was filled or refilled, and (iii) the holder of the permit to ship
unfortified wine in closed containers to individual purchasers inside and
outside the State. The permit may be issued for retail businesses. The permit
also authorizes the permittee to transfer unfortified wine, not more than four
times per calendar year, to another off-premises unfortified wine permittee
that is under common ownership or control as the transferor. Ex >t as
authorized by this subdivision, transfers of wine by off-premises unfortified
wine permittees, purchases of wine by a retail permittee from another retail
permittee for the purpose of resale, and sale of wine by a retail permittee to
another retail permittee for the purpose of resale are unlawful.  addition, a
particular brand of wine may be transferred only if both the transfe r and
transferee are located within the territory designated between the winery and
the wholesaler on file with the Commission. Prior to or contemporaneous
with any such transfer, the transferor shall notify each wholesaler who
distributes the transferred product of the transfer. The notice shall be in
writing or verifiable electronic format and shall identify the transferor and
transferee, the date of the transfer, quantity, and items transferred. The
permit may also be issued to the holder of a viticulture/enology course
authorization under G.S. 18B-1114.4. A school obtaining a permit under this
subdivision is authorized to sell wines manufactured during its
viticulture/enc gy program at one non-campus location in a county where
the permittee holds and offers classes on a regular full-time basis in a facility
owned by the permittee. The permit may also be issued for a winery or a
wine producer for sale of its own unfortified wine during hours when the
winery or wine producer's premises is open to the public, subject to any local
ordinance adopted pursuant to G.S. 18B-1004(d) concerning hours for the
retail sale « unfortified wine. A winery obtaining a permit under this
subdivision is authorized to sell wine manufactured by the winery at one
additional location in the county under the same conditions specified in
G.S. 18B-1101(5) for the sale of wine at the winery; provided, however, that
no other alcohol sales shall be authorized at the additional location. Orders
received by a winery by telephone, Internet, mail, facsimile, « other
off-premises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision.

Wine Shop Permit. — A wine shop permit authorizes (i) the retail sale of malt
beverages, unfortified wine, and fortified wine in the manufacturer's original
container for consumption off the premises, (ii) the retail sale of malt
beverages or unfortified wine dispensed from a tap connected to a
pressurized container utilizing carbon dioxide or similar gas in a eleaned;
sanitized;resealablecleaned and sanitized container that is fi :d or refilled

House Bill 500-First Edition Page 3
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and sealed for consumption off the premises and that identifies the permittee
and the date the container was filled or refilled, and (iii) wine tastings on the
premises conducted and supervised by the permittee in accordance with
subdivision (15) of this section. It also authorizes the holder of the permit to
ship malt beverages, unfortified wine, and fortified wine in closed containers
to individual purchasers inside and outside the State. The permit may be
issued for retail businesses whose primary purpose is selling malt beverages
and wine for consumption off the premises and regularly and customarily
educating consumers through tastings, classes, and seminars about the
selection, serving, and storing of wine. The holder of the permit is
authorized to sell unfortified wine for consumption on the premises,
provided that the sale of wine for consumption on the premises does not
exceed forty percent (40%) of the establishment's total sales for any 30-day
period. The holder of a wine-tasting permit not engaged in the preparation or
sale of food on the premises is not subject to Part 6 of Article 8 of Chapter
130A of the General Statutes.

SECTION 1.(b) The Alcoholic Beverage Control (ABC) Commission shall adopt
rules to implement the provisions of this section by no later than 60 days after this act becomes
law. The ABC Commission may adopt temporary rules to comply with the deadline set in this
subsection. Any temporary rules adopted in accordance with this subsection shall remain in
effect until permanent rules that replace the temporary rules become effective.

AUTHORIZE OFF-SITE STORAGE LOCATION FOR BREWERIES, WINERIES,
AND DISTILLERIES

SECTION 2. Article 11 of Chapter 18B of the General Statutes is amended by
adding a new section to read:
"§ 18B-1120. Noncontiguous storage locations.

A brewery, winery, or distillery may store any alcoholic b~~~ g it manyfgetenn serenreng
to a permit issued under this Article at a noncontiguous storage location approved by the
Alcohol and Tobacco Tax and Trade Bureau. For purposes of Article 5 of this Chap*~+ #h~ #~wes
"premises” inclr*~~ ~ storage location us~ =-suan* ¢~ *hi~ oot

AUTHORIZE SALE OF UNFORTIFIED WINE ON PREMISES BY RETAIL
BUSINESSES

SECTION 3. G.S.18B-1001(3), as amended by Section 1 of this act, reads as

rewritten:

"(3) On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on
the premises, either alone or mixed with other beverages, (ii) the retail sale
of unfortified wine in the manufacturer's original container for consumption
off the premises, and (iii) the retail sale of unfortified wine dispensed from a
tap connected to a pressurized container utilizing carbon dioxide or similar
gas into a cleaned and sanitized container that is filled or refilled and sealed
for consumption off the premises and that identifies the permittee and the
date the container was filled or refilled. The permit also authorizes the
permittee to transfer unfortified wine, not more than four times per calendar
year, to another on-premises unfortified wine permittee that is under
common ownership or control as the transferor. Except as authorized by this
subdivision, transfers of wine by on-premises unfortified wine permittees,
purchases of wine by a retail permittee from another retail permittee for the

Page 4 House Bill 500-First Edition
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(b) Selling Prohibited. — Wines and malt beverages made pursuant to this section =~
not be sold or offered for sale.

(c) Kits. — Wine kits and malt beverage kits may be sold in this State.

(d) Permit. — No ABC permit is required to make wines or malt beverages pursuant to
this section."

CLARIFY LAW GOVERNING RELATIONSHIP BETWEEN BREWERIES AND
AFFILIATED RETAILERS

SECTION 7. G.S. 18B-1116(a) reads as rewritten:

"(a)  Prohibitions. — It shall be unlawful for any manufacturer, bottler, or wholesaler of
any alcoholic beverages, or for any officer, director, or affiliate thereof, either directly or
indirectly to:

(D) Require that an alcoholic beverage retailer purchase any alcoholic beverages
from that person to the full or partial exclusion of any other alcoholic
beverages offered for sale by other persons in this State; or

(2) Have any direct or indirect financial interest in the business of any alcoholic
beverage retailer in this State or in the premises where the business of any
alcoholic beverage retailer in this State is conducted; or

(3) Lend or give to any alcoholic beverage retailer in this State or his employee
or to the owner of the premises where the business of any alcoholic beverage
retailer in this State is conducted, any money, service, equipment, furniture,
fixtures or any other thing of value.

A brewery qualifying under G-=5—-8B-H04(8)-to-actas-a—whelesaler-orretatler-of its-own
malt-beverages—G.S. 18B-1104(7) or (8) is not subject to the provisions of this subseetion
section concerning financial interests in, and lending or giving things of value to, a wholesaler
or retailer with respect to the brewery's transactions with the retail business on its
premises-premises or other retail locations allowed under G.S. 18B-1104(8). The brewery is
subject to the provisions of this subsection, however, with respect to its transactions with all
other wholesalers and retailers."

AUTHORIZE BREWERY TAPROOMS TO SELL OTHER ALCOHOLIC
BEVERAGES UPON RECEIVING THE APPROPRIATE PERMIT

SECTION 8. G.S. 18B-1104(7) reads as rewritten:

"(7) In an area where the sale of any type of alcoholic beverage is authorized by
law, and upon receivin~ *»= appropriate permit u~-~= = G, 122 1001 og]]
the—at the brewery, and any additional retail location authorized under
subdivisi~= (8) of this section, any or all of *~ #1wing:

a. ‘The brewery's malt beverage w—mait—beverages that have been
approved by the Commission for sale in North Carolina.
b. Malt beverages manufactured by the permittee in some other state

that have been approved by the Commission for sale in North

- a o ¥ ’ aVate _cariin atetuas Nndea

+B100H-Carol* -
Ao ko= ~Tooholi~ Raverages approved by the (~~imission for sale
in North Carolina.”

|

AUTHORIZE BREWERIES WITH PRODUCTION FACILITIES IN OTHER STATES
TO DISTRIBUTE TO WHOLESALERS
SECTION 9. G.S. 18B-1104(4) reads as rewritten:

Page 6 House Bill 500-First Edition
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EFFECT OF HEADINGS

SECTION 15. The headings to the sections of this act are a convenience to the
reader and are for reference only. The headings do not expand, limit, or define the text of this
act.

EFFECTIVE DATE
SECTION 16. This act is effective when it becomes law.

House Bill 500-First Edition Page 9
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A BILL TO BE ENTITLED

AN ACT TO MAKE VARIOUS CHANGES TO THE ALCOHOLIC BEVERAGE
CONTROL COMMISSION LAWS.
The General Assembly of North Carolina enacts:

AUTHORIZE SALE OF CROWLERS BY RETAIL PERMITTEES
SECTION 1.(a) G.S. 18B-1001 reads as rewritten:
"§ 18B-1001. Kinds of ABC permits; places eligible.
When the issuance of the permit is lawful in the jurisdiction in which the premises are
located, the Commission may issue the following kinds of permits:

(M

)

On-Premises Malt Beverage Permit. — An on-premises malt beverage permit
authorizes (i) the retail sale of malt beverages for consumption on the
premises, (ii) the retail sale of malt beverages in the manufacturer's original
container for consumption off the premises, and (iii) the retail sale of malt
beverages in a eleaned:—sanitized;resealable-cleaned and sanitiz-~ -ontainer
that is filled or refilled and sealed for consumption off the premises and that
identifies the permittee and the date the container was filled or refilled. It
also authorizes the holder of the permit to ship malt beverages in closed
containers to individual purchasers inside and outside the State. The pe____t
may be issued for any of the following:

Restaurants:Restaurants.

Hetels:Hotels.

Eating establishments:establishments.

Food businesses:businesses.

Retail businesses:businesses.

Private elabs~'-+~

Convention eenters;centers.

Community theatresstheatres.

Breweries as authorized by G.S. 18B-1104(7) and (8).

Off Premises Malt Beverage Permit. — An off-premises malt beverage
permit authorizes (i) the retail sale of malt beverages in the manufacturer's
original container for consumption off the premises, (ii) the retail sale of
malt beverages in a eleaned.—sanitized;—resealable—cleaned and sanitized
container that is filled or refilled and sealed for consumption off the
premises and that identifies the permittee and the date the container was
filled or refilled, and (iii) the holder of the permit to ship malt beverages in
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)

closed containers to individual purchasers inside and outside the State. The
permit may be issued for any of the following:

a. Restaurants.

b. Hotels.

c. Eating establishments.

d. Food businesses.

e. Retail businesses.

f. The holder of a brewing, distillation, and fermentation course

authorization under G.S. 18B-1114.6. A school obtaining a permit
under this subdivision is authorized to sell malt beverages
manufactured during its brewing, distillation, and fermentation
program at one noncampus location in a county where the permittee
holds and offers classes on a regular full-time basis in a facility
owned by the permittee.
On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on
the premises, either alone or mixed with other beverages, (ii) the retail sale
of unfortified wine in the manufacturer's original container for consumption
off the premises, and (iii) the retail sale of unfortified wine dispensed from a
tap connected to a pressurized container utilizing carbon dioxide or similar
gas into a eleaned—sanitized;—reseatable—cleaned and sanitized container that
is filled or refilled and sealed for consumption off the premises and that
ident es the permittee and the date the container was filled or refilled. The
permit also authorizes the permittee to transfer unfortified wine, not more
than four times per calendar year, to another on-premises unfortified wine
permittee that is under common ownership or control as the transferor.
Except as authorized by this subdivision, transfers of wine by on-premises
unfor ied wine permittees, purchases of wine by a retail permittee from
another retail permittee for the purpose of resale, and sale of wine by a retail
permittee to another retail permittee for the purpose of resale are unlawful.
In addition, a particular brand of wine may be transferred only if both the
transferor and transferee are located within the territory designated between
the winery and the wholesaler on file with the Commission. Prior to or
contemporaneous with any such transfer, the transferor shall notify each
wholesaler who distributes the transferred product of the transfer. The notice
shall be in writing or verifiable electronic format and shall identify the
transferor and transferee, the date of the transfer, quantity, and items
transferred. The holder of the permit is authorized to ship unfortified wine in
closed containers to individual purchasers inside and outside the State.
Orders received by a winery by telephone, Internet, mail, facsimile, or other
off-pr. iises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision. The permit may be
issued Hr any of the following:
Restaurants:Restaurants.
Hetels:Hotels.
Eating-establishments:Eating establishments.
Private-elubs:Private clubs.
Ceonvention—eenters:Convention cent~"

Cookingsehools;:Cooking schools.

Community-theatres;:Community theatres.
Wineries; Wineries.

S e ao op
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C))

(16)

1. Wine producers.

Off-Premises Unfortified Wine Permit. — An off-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine in the manufacturer's
original container for consumption off the premises, (ii) the retail sale of
unfortified wine dispensed from a tap connected to a pressurized container
utilizing carbon dioxide or similar gas into a eleaned;—sanitized;—resealable
cleaned and sanitized container that is filled or refilled and sealed for
consumption off the premises and that identifies the permittee and the date
the container was filled or refilled, and (iii) the holder of the permit to ship
unfortified wine in closed containers to individual purchasers inside and
outside the State. The permit may be issued for retail businesses. The permit
also authorizes the permittee to transfer unfortified wine, not more than four
times per calendar year, to another off-premises unfortified wine permittee
that is under common owi  1ip or control as the transferor. Ex st as
authorized by this subdivision, transfers of wine by off-premises unfortified
wine permittees, purchases of wine by a retail permittee from another retail
permittee for the purpose of resale, and sale of wine by a retail permittee to
another retail permittee for the purpose of resale are unlawful. In addition, a
particular brand of wine may be transferred only if both the transferor and
transferee are )cated within the territory designated between the winery and
the wholesaler on file with the Commission. Prior to or contemporaneous
with any such transfer, the transferor shall notify each wholesaler who
distributes the transferred product of the transfer. The notice shall be in
writing or verifiable electronic format and shall identify the transferor and
transferee, the date of the transfer, quantity, and items transferred. The
permit may also be issued to the holder of a viticulture/enology course
authorization under G.S. 18B-1114.4. A school obtaining a permit under this
subdivision is authorized to sell wines manufactured during its
viticulture/enology program at one non-campus location in a county where
the permittee holds and offers classes on a regular full-time basis in a facility
owned by the permittee. The permit may also be issued for a winery or a
wine producer for sale of its own unfortified wine during hours w. 1 the
winery or wine producer's premises is open to the public, subject to any local
ordinance adopted pursuant to G.S. 18B-1004(d) concerning hours for the
retail sale of unfortified wine. A winery obtaining a permit under this
subdivision is authorized to sell wine manufactured by the winery at one
additional location in the county under the same conditions specified in
G.S. 18B-1101(5) for the sale of wine at the winery; provided, however, that
no other alcohol sales shall be authorized at the additional location. Orders
received by a winery by telephone, Internet, mail, facsimile, or other
off-premises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision.

Wine Shop Permit. — A wine shop permit authorizes (i) the retail sale of malt
beverages, unfortified wine, and fortified wine in the manufacturer's original
container for consumption off the premises, (ii) the retail sale of malt
beverages or unfortified wine dispensed from a tap connected to a
pressurized container utilizing carbon dioxide or similar gas in a eleaned;
sanitized, resealable-cleaned an” ~1nitized container that is filled or refilled
and sealed for consumption off the premises and that identifies the permittee
and the date e container was filled or refilled, and (iii) wine tastings on the

H500-CSSAf-17 [v.3] House Bill 500 Page 3
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premises conducted and supervised by the permittee in accordance with
subdivision (15) of this section. It also authorizes the holder of the permit to
ship malt beverages, unfortified wine, and fortified wine in closed containers
to individual purchasers inside and outside the State. The permit may be
issued for retail businesses whose primary purpose is selling malt beverages
and wine for consumption off the premises and regularly and customarily
educating consumers through tastings, classes, and seminars about the
selection, serving, and storing of wine. The holder of the permit is
authorized to sell unfortified wine for consumption on the premises,
provided that the sale of wine for consumption on the premises does not
exceed forty percent (40%) of the establishment's total sales for any 30-day
period. The holder of a wine-tasting permit not engaged in the preparation or
sale of food on the premises is not subject to Part 6 of Article 8 of Chapter
130A of the General Statutes.

SECTION 1.(b) The Alcoholic Beverage Control (ABC) Commission shall adopt
rules to implement the provisions of this section by no later than 60 days after this act becomes
law. The ABC Commission may adopt temporary rules to comply with the deadline set in this
subsection. Any temporary rules adopted in accordance with this subsection shall remain in
effect until permanent rules that replace the temporary rules become effective.

AUTHORIZE OFF-SITE STORAGE LOCATION FOR BREWERIES, WINERIES,
AND DISTILLERIES

SECTION 2. Article 11 of Chapter 18B of the General Statutes is amended by
adding a new section to read:
"§ 18B-1'"", Noncontiguo—~ ~“orage locations.

A brewery **—ery. or distillery may store any alcoholic beverages it manufactures pursuant
to a permit issued un”~ *this Article at a noncontiguous storage location approved by the
Alcohol and Tobacco 1ax and Trade Bureau. For purposes of Article 5 of this Chapter, the term
"premises" includes a storage location used pursuanttot'~ = *"pn.”

AUTHORIZE SALE OF UNFORTIFIED WINE ON PREMISES BY RETAIL
BUSINESSES

SECTION 3. G.S. 18B-1001(3), as amended by Section 1 of this act, reads as

rewritten:

"(3)  On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on
the premises, either alone or mixed with other beverages, (ii) the retail sale
of unfortified wine in the manufacturer's original container for consumption
off the premises, and (iii) the retail sale of unfortified wine dispensed from a
tap connected to a pressurized container utilizing carbon dioxide or similar
gas into a cleaned and sanitized container that is filled or refilled and sealed
for consumption off the premises and that identifies the permittee and the
date the container was filled or refilled. The permit also authorizes the
permittee to transfer unfortified wine, not more than four times per calendar
year, to another on-premises unfortified wine permittee that is under
common ownership or control as the transferor. Except as authorized by this
subdivision, transfers of wine by on-premises unfortified wine permittees,
purchases of wine by a retail permittee from another retail permittee for the
purpose of resale, and sale of wine by a retail permittee to another retail
permittee for the purpose of resale are unlawful. In addition, a particular

Page 4 House Bill 500 H500-CSSAf-17 [v.3]
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SECTION 12.(b) Any rule or policy adopted by the ABC Commission that does
not comply with the provisions of this act shall be null, void, and without effect.

EFFECT OF HEADINGS

SECTION 13. The headings to the sections of this act are a convenience to the
reader and are for reference only. The headings do not expand, limit, or define the text of this
act.

EFFECTIVE DATE
SECTION 14. This act is effective when it becomes law.
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SECTION 2. This act is effective when it becomes law.
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2017-2018 General Assembly

Committee: House Alcoholic Beverage Control Date: April 25,2017
Introduced by: Reps. Dulin, Zachary Prepared by: Jennifer H. Bedford
Analysis of: PCS to First Edition Legislative Analyst

H773-CSTT-17

OVERVIEW: The PCS for House Bill 773 amends the ABC laws governing the sale of alcoholic
beverages at sports and entertainment venues.

CURRENT LAW: Currently, in-stand sales of malt beverages are only allowed in stadiums, ballparks,
and other similar public places with a seating capacity of 3,000 or more, during professional sporting
events provided that all of the following apply:

1. The seating areas are designated as a part of the retail permittee's licensed premises.

2. The retail permittee has notified the ABC Commission, in writing, of its intent to sell
malt beverages in the seating areas at sporting events.

Service of food and nonalcoholic beverages is also available in the seating areas.

0 4. The retail permittee has certified to the ABC Commission that it has trained its
employees to identify underage persons and intoxicated persons, and to refuse to sell malt
beverages to those persons.

5. The employees do not verbally shout or hawk the sale of malt beverages.

BILL ANALYSIS: Section 1 of the PCS for House Bill 773 would allow in-stand sales of alcoholic
beverages during events in the seating areas of stadiums, ballparks, and other similar facilities with a
permanently constructed seating capacity of 3,000.

Section 1 would define "Sports and entertainment venue" as stadiums, ballparks, and other similar
facilities with a permanently constructed seating capacity of 3,000 or more which are not located on the
campus of a school, college, or university.

Section 2 of the PCS for House Bill 773 would define "Sports and entertainment venue” in G.S. 18B-
1000.

Section 3 of the PCS for House Bill 773 would add "Sports and entertainment venues" to the places
eligible for an on-premises malt beverage permit, an on-premises unfortified wine permit, and a mixed
beverage permit.

. EFFECTIVE DATE: This act is effective when it becomes law.
” "m ’lm ”ml “l Legislaiive Analysis
-~V o- ' Dwision
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his bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.
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(10)

are located within the territory designated between the winery and the
wholesaler on file with the Commission. Prior to or contemporaneous with
any such transfer, the transferor shall notify each wholesaler who distributes
ihe transferred product of the transfer. The notice shall be in writing or
verifiable electronic format and shall identify the transferor and transferee,
the date of the transfer, quantity, and items transferred. The holder of the
permit is authorized to ship unfortified wine in closed containers to
individual purchasers inside and outside the State. Orders received by a
winery by telephone, Internet, mail, facsimile, or other off-premises means
of communication shall be shipped pursuant to a wine shipper p  tand not
pursuant to this subdivision. The permit may be issued for any of the

following:

a. Restaurants;

b. Hotels;

c. Eating establishments;

d. Private clubs;

e. Convention centers;

f. Cooking schools;

g. Community theatres;

h. Wineries;

1. Wine predueers:producers:
(3.)  Spo~*~ ~nd ente~~*~ment v~="s.

Mixed Beverages Permit. — A mixed beverages permit authorizes the retail
sale of mixed beverages for consumption on the premises. The permit also
authorizes a mixed beverages permittee (i) to obtain a
purchase-transportation permit under G.S. 18B-403 and 18B-404, (ii) to
obtain an antique spirituous liquor permit under subdivision (20) of this
section, and (iii) to use for culinary purposes spirituous liquor lawfully
purchased for use in mixed beverages. The permit may be issued for any of
the following:

a. Restaurants;

b. Hotels;

c. Private clubs;

d. Convention centers;

e. Community theatres;

f. Nonprofit organizations; and

g. Political erganizations-organiza* ~~;
(h.))  Sports and entertc*~—ent ven—~"

SECTION 4. This act is effective when it becomes law.

H773-CSTT-17 [v.3] House Bill 773 Page 3
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Short Title: ~ ABC Sales/Sports & Entertainment Venues. (Public)

Sponsors:

Referred to:

April 13,2017

A BILL TO BE ENTITLED
AN ACT TO REVISE THE ABC LAWS GOVERNING THE SALE OF ALCOHOLIC
BEVERAGES AT SPORTS AND ENTERTAINMENT VENUES.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 18B-1000 reads as rewritten:
"§ 18B-1000. Definitions concerning establishments.
The following requirements and definitions shall apply to this Chapter:

(11) Sports and entertainment venue. — Stadiums, ball~--'~ and ~*-~~ ~i==i1~~
facilities with a permanently constructed seating capacity ¢~ " or more
wbieoboqpe net 1ot~ “he campus of a school, college., or uniy - "

SECTION 2. G.S. 18B-1001 reads as rewritten:

"§ 18B-1001. Kinds of ABC permits; places eligible.
When the issuance of the permit is lawful in the jurisdiction in which the premises are
located, the Commission may issue the following kinds of permits:

() On-Premises Malt Beverage Permit. — An on-premises malt beverage permit
authorizes (i) the retail sale of malt beverages for consumption on the
premises, (ii) the retail sale of malt beverages in the manufacturer's -iginal
container for consumption off the premises, and (iii) the retail sale of malt
beverages in a cleaned, sanitized, resealable container that is filled or refilled
and sealed for consumption off the premises and that identifies the permittee
and the date the container was filled or refilled. It also authorizes the holder
of the permit to ship malt beverages in closed containers to individual
purchasers inside and outside the State. The permit may be issued for any of
the following:

a. Restaurants;
Hotels;
Eating establishments;
Food businesses;
Retail businesses;
Private clubs;
Convention centers;
Community theatres;
Breweries as authorized by G.S. 18B-1104(7) and (8)-(8);
Sports and e~“~~tainment venues.

* H?7 7 3 -PCS 405 43 -8SAF =22 %
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On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on
the premises, either alone or mixed with other beverages, (i) the retail sale
of unfortified wine in the manufacturer's original container for consumption
off the premises, and (iii) the retail sale of unfortified wine dispensed from a
tap connected to a pressurized container utilizing carbon dioxide or similar
gas into a cleaned, sanitized, resealable container that is filled or refilled and
sealed for consumption off the premises and that identifies the permittee and
the date the container was filled or refilled. The permit also authorizes the
permittee to transfer unfortified wine, not more than four times per calendar
year, to another on-premises unfortified wine permittee that is under
common ownership or control as the transferor. Except as authorized by this
subdivision, transfers of wine by on-premises unfortified wine permittees,
purchases of wine by a retail permittee from another retail permittee for the
purpose of resale, and sale of wine by a retail permittee to another retail
permittee for the purpose of resale are unlawful. In addition, a particular
brand of wine may be transferred only if both the transferor and transferee
are located within the territory designated between the winery and the
wholesaler on file with the Commission. Prior to or contemporaneous with
any such transfer, the transferor shall notify each wholesaler who distributes
the transferred product of the transfer. The notice shall be in writing or
verifiable electronic format and shall identify the transferor and transferee,
the date of the transfer, quantity, and items transferred. The holder of the
permit is authorized to ship unfortified wine in closed containers to
individual purchasers inside and outside the State. Orders received by a
winery by telephone, Internet, mail, facsimile, or other off-premises means
of communication shall be shipped pursuant to a wine shipper permit and not
pursuant to this subdivision. The permit may be issued for any of the

following:

a. Restaurants;

b. Hotels;

c. Eating establishments;

d. Private clubs;

e. Convention centers;

f. Cooking schools;

g. Community theatres;

h. Wineries;

i. Wine predueers-producers;
j—. ‘S-R(_.A._ - P [ VRS S S

Mixed Beverages Permit. — A mixed beverages permit authorizes the retail
sale of mixed beverages for consumption on the premises. The permit also
authorizes a mixed Dbeverages permittee (i) to obtain a
purchase-transportation permit under G.S. 18B-403 and 18B-404, (ii) to
obtain an antique spirituous liquor permit under subdivision (20) of this
section, and (iii) to use for culinary purposes spirituous liquor lawfully
purchased for use in mixed beverages. The permit may be issued for any of
the following:

a. Restaurants;
b. Hotels;
c. Private clubs;

House Bill 773 H773-PCS40543-SAf-22 [v.3]
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d. Convention centers;

€. Community theatres;

f. Nonprofit organizations; and

g. Political erganizations ~~~anizations;
.

Lmrmetn mod medneinlee ot VENUES.
"

SECTION 3. This act is effective when it becomes law.
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‘ Corrected #1: Please Note Time Change to 10:00 a.m.

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2017-2018 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Thursday, June 22,2017
TIME: 10:00 AM
LOCATION: 423 LOB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
SB 155 Economic & Job Growth for NC Senator Gunn
‘ Distilleries. Senator Blue
Senator Harrington

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 4:17 PM on
Wednesday, June 21, 2017.

__ Principal Clerk
_Reading Clerk — House Chamber

Kerry Guice (Committee Assistant)






NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICA 1 :ON
2017-2018 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Thursday, June 22, 2017
TIME: 11:00 AM
LOCATION: 423 LOB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
o Economic & Job Growth for NC Senator Gunn
Distilleries. Senator Blue

Senator Harrington

‘ Respecttully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices  9:23 AM on
Wednesday, June 21, 2017.

__ Principal Clerk
__Reading Clerk — House Chamber

Kerry Guice (Committee Assistant)
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House Committee on Alcoholic Beverage Control
1aursday, June 22, 2017, 10:00 AM
423 Legislative Office Building

AGENDA

Welcome and Opening Remarks
Representative Chuck McGrady, Chairing

Introduction of Pages

Bills
BILL NO. SHORT TITLE SPONSOR
SB 155 Economic & Job Growth for NC Senator Gunn

Distilleries. Senator Blue

Senator Harrington
“' Other Business

Adjournment






House Committee on Alcoholic Beverage Control
Thursday, June 22, 2017 at 10:00 AM
Room 423 of the Legislative Office Building

MINUTES

The House Committee on Alcoholic Beverage Control met at 10:00 AM on June 22, 2017 in
Room 423 of the Legislative Office Building. Representatives Alexander, J. Bell, Boles,
Brawley, Earle, Fisher, Gill, Hanes, Hardister, Harrison, Holley, Hurley, Lucas, Malone,
McGrady, Murphy, Potts, B. Richardson, Saine, Stone, Willingham, and Yarborough
attended.

Representative Chuck McGrady, Chair, presided and called the meeting to order at 10:04 a.m.
Chairman McGrady welcomed everyone to the meeting then recognized the Pages and
Sergeant at Arms members in attendance.

The following bills were considered:
SB 155 ABC Omnibus Legislation. (Senators Gunn, Blue, Harrington)

Chairman McGrady placed SB 155 before the committee for consideration and Representative
Boles moved that a PCS be before the committee. Chairman McGrady recognized Susan
Sitze from the North Carolina General Assembly Legislative Analysis staff to explain the
PCS. Chairman McGrady then recognized Senator Rick Gunn to explain portions of the bill.
Members were recognized to ask questions on Senator Gunn’s portion of the bill. Following
the time of discussion, Chairman McGrady recognized Representative Jon Hardister to put
forth amendment S155-ASA-68 (v.1). Senator Gunn was recognized to speak to the
amendment and members were recognized by the Chair to ask questions on the amendment.
Following discussion on the amendment, Chairman McGrady indicated to the committee that
a member had requested a roll call vote prior to the meeting. A roll call vote was had on the
amendment (see roll call vote results attached to these minutes) and the amendment carried
with 17 yes votes and 5 no votes.

Chairman McGrady recognized the following individuals from the public who spoke on the
bill:

Rev. Mark Creech, Executive Director, NC Christian Action League, spoke in
opposition to the bill.

Jon Carr, Lobbyist for the NC Association of ABC Boards spoke in opposition to the
bill.

Jim Beley, General Manager, Umstead Hotel and Spa, speaking on behalf of the NC
Restaurant and Hotel Lodging Association, spoke in favor of the bill.

Donald Bryson, State Director, Americans for Prosperity, spoke in favor of the bill.






Chairman McGrady then opened the floor to members for discussion on the bill as amended.
After the discussion, Representative Susan Fisher made a motion for a favorable report on the
PCS as amended, unfavorable as to the original bill, rolled into a new PCS with a referral to
Finance. The motion carried.

The meeting adjourned at 10:46 a.m.

Clerk

|

Chair Presiding
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purchaser's name, drivers license number, and date of birth for at least 12
months from the date of purchase. The Commission shall adopt rules
regulating the retail sale of spirituous liquor under this subdivision.

%) Conduct ~~=r r tastings in ~~~ordance with G.S. 18B-1114.7.

(b) Distilleries for Fuel Alcohol. — Any person in possession of a Federal Operating
Permit pursuant to Title 27, Code of Federal Regulations, Part 19 (April 1, 2010 Edition), shall
obtain a fuel alcohol permit before manufacturing any alcohol. The permit shall entitle the
permittee to perform only those acts allowed by the Federal Operating Permit, and all
conditions of the Federal Operating Permit shall apply to the State permit."

SECTION 1.(b) G.S. 18B-804 is amended by adding a new subsection to read:

"§ 18B-804. Alcoholic beverage pricing.

(a) Uniform Price of Spirituous Liquor. — The retail price of spirituous liquor sold in
ABC stores and permitted distilleries shall be uniform throughout the State, unless otherwise
provided by the ABC law.

(b) Sale Price of Spirituous Liquor. — The sale of spirituous liquor, including antique
spirituous liquor, sold at the uniform State price shall consist of the following components:

(1) The distiller's or the antique spirituous liquor seller's price.

(2) The freight and bailment charges of the State warehouse as determined by
the Commission.

3) A markup for local boards as determined by the Commission.

(4) The tax levied under G.S. 105-113.80(c), which shall be levied on the sum
of subdivisions (1), (2), and (3).

(%) An additional markup for local boards equal to three and one-half percent (3
1/2%) of the sum of subdivisions (1), (2), and (3).

(6) A bottle charge of one cent (1¢) on each bottle containing 50 milliliters or
less and five cents (5¢) on each bottle containing more than 50 milliliters.

(6a)  The bailment surcharge.

(6b)  An additional bottle charge for local boards of one cent (1¢) on cach bottle
containing 50 milliliters or less and five cents (5¢) on each bottle containing
more than 50 milliliters.

(7 A rounding adjustment, the formula of which may be determined by the
Commission, so that the sale price will be divisible by five.

(8) If the spirituous liquor is sold to a mixed beverage permittee for resale in
mixed beverages, a charge of twenty dollars ($20.00) on each four liters and
a proportional sum on lesser quantities.

%) If the spirituous liquor is sold to a guest room cabinet permittee for resale, a
charge of twenty dollars ($20.00) on each four liters and a proportional sum
on lesser quantities.

(bl) Price of Spirituous Liquor Sold at Distillery. — When the holder of a distillery
permit sells spirituous liquor distilled at the distillery pursuant to G.S. 18B-1105(a)(4), the
retail price of the spirituous liquor shall be the uniform State price set by subsection (a) of this
section. However, the holder of the distillery permit shall not be required to remit the
components of the price set forth by subdivisions (2), (3), (5), (6), (6a), (6b), and (7) of
subsection (b) of this section.

(b2) Price of Spirituous Liquor Sold for Delivery Qutside the State. — When the holder of
a_distillery permit sells spirituous liquor for deliver ~w#~id~ +h~ Ceqte pursuant to
G.S. 18B-1105(a)(2a), the retail price of the spirituous liquor shall be the distiller's price.

©) Sale Price of Fortified Wine. — The sale price of fortified wine shall include the tax
levied by G.S. 105-113.80(b), as well as State and local sales taxes.

(d) Repealed by Session Laws 1985, ¢. 59, s. 2."

SECTION 1.(c) G.S. 18B-800 reads as rewritten:
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4) Prohibits offers and advertisements of "2 for 1," "buy 1 get 1 free," "buy 1

get another fora _ (nickel, penny, etc.),” and any other similar statement.
SECTION 5.(d) If the Commission fails to modify the Commission's rules in
compliance with subsections (b) and (c) of this section by December 31, 2017, the Commission
shall be precluded from enforcing any penalties against any person who, on or after that date, in

good faith, offers, promotes, receives, delivers, uses, fulfills, or redeems refund offers through
electronic means.

EFFECTIVE DATE

SECTION 6. Except as otherwise provided, this act is effective when it becomes
law.

Page 8 Senate Bill 155-Second Edition







Senate PCS 155

Page 2

liquor, or antique spirituous liquor. The permit would be valid only for the specific auction named in the
permit.

This section would become effective October 1, 2017.

Allow Restaurants t~ €1l Alcoholic Beverages Before Noon on Sunday, Subject to Local
Government Approval

Section 4 would allow counties, cities, and the Eastern Band of Cherokee Indians to adopt an ordinance
allowing restaurants to sell alcoholic beverages for on-premises consumption beginning at 10:00 A.M.
on Sunday morning, pursuant to the restaurant's on-premises malt beverage permit, on-premises
unfortified wine permit, on-premises fortified wine permit. or mixed beverages permit. Under current
law. alcoholic beverages may not be sold or consumed on any licensed premises before noon on Sunday.

Authorize Sale of Crowler< h+ Retail Permittees

Section 5 would remove the requirement that non-original manufacture's containers authorized for retail
sale for consumption off premises be "resealable." This « ange would allow the sale of "crowlers,"
which are generally 32 ounce cans sealed on the premises of the permittee.

Authorize Off-site Storage Location for Breweries, Wineries, and Distilleries

Section 6 would allow a brewery, winery, or distillery to store alcoholic beverages it produces at an off-
site storage location approved by the Alcohol and Tobacco Tax and Trade Bureau. The permittee must
n fy the Commission of the location and the off-site storage location would be considered part of the
brewery, winery, or distillery's premises for purposes of permitting and inspections, etc.

A+horize Sale of Unfortified Wine on Premises by Reta Businesses
Secuon 7 would authorize retail businesses to obtain an on-premises unfortified wine permit.

Authorize Tastings During Brewery Tours

Section 8 would amend the statute allowing breweries to give its products to its employees and guests
for consumption on premises, to authorize giving their product to customers, visitors, and employees.
This would clearly allow tastings of products to occur on premises as a part of any brewery tour.

A-+rorize Certain Persons to Sample Alcoholic Beverages for Purposes of Sensory Analysis,
(inaiity Control, or E4»~~ti~p

>ecuon 9 would allow a commercial permittee, its agent or employee, to sample alcoholic beverages on
premises for purposes of sensory analysis, quality control, or education.

Amend Homebrewing Laws

Section 10 would remove the requirement that home brewed wine be a "native" wine and that the only
alcohol content be produced by natural fermentation. This section would also allow home brewers of
both malt beverages and wine to share their product at organized affairs. exhibitions, or competitions
and specify that wines and malt beverages made pursuant to this section may not be sold or offered for
sale.

Clarify Law Governing Relationship Between Breweries and Affiliated Retailers

Section 11 would exempt breweries from limitations on lending or giving things of value to wholesalers
or retailers with respect to premises operated by the brewery either on their own premises or one of the
additional retail locations certain breweries are authorized to operate.

Authorize Brewery Taprooms to Sell Other Alcoholic Beverages upon ®~~~iving the Appropriate
Permit

Section 12 would allow breweries to sell at the brewery. any alcoholic beverage approved for sale in
North Carolina, in addition to their own products, after ¢ taining the appropriate permit, if the type of
alcoholic beverage is approved for sale in that area.
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Authorize Breweries with Production Faciliti~~ ‘1 Othe~ ©“~*~~ ¢~ Distribute to Wholesal--—~
Section 13 would allow breweries to receive their products manutactured in other states ana aistribute
them to in state wholesalers.

Authorize Farm Bre—-—--

Section 14 would allow breweries that produce agricultural products for use in the manufacture of malt
beverages to sell their products at the brewery, after obtaining the appropriate permit, even in
jurisdictions that do not allow the sale of malt beverages upon approval of the governing body of the city
where the brewery is located or, if the brewery is not located in a city, the governing body of the county
where the brewery is located. Approval must be done by resolution of the governing body at a public
meeting, after a public hearing has been held.

Ame- - ".aw Governing Brev - Crlon né A Adi~-~1 Dota)] Locations
Section 15 would make the following changes:

e Allow additional retail locations operated by a brewery to sell products made by a contract
brewery.

e Only require additional retail locations operated under a different trade name to offer competitive
malt beverage products.

e Clarify that sales at the brewery's additional retail locations are not considered a wholesale sale
for purposes of the franchise agreement statutes.

Tax Compliance and Reports

Section 16 would require the Commission to confirm the tax compliance of brewery, and stillery
permit holders by October 1 of each year and authorize the Commission to suspend a brewery, or
distillery permit until the Department of Revenue confirms the permit holder's tax compliance. This
section would also require brewery permit holders who obtain a malt beverage wholesaler permit to
make submit a 12-month sales report to the Commission within 60 days of the Commission's request.
Any information contained the sales report would be confidential and not public record.

Simplify Local Lic =~ * * 7

Section 17 would clarity that an ABC permittee applying for a local license shall not be rec ired to
submit additional documentation and the license shall be issued upon providing a copy of the ¢« 1pleted
application for an ABC permit, the ABC permit for visual inspection, and payment of the prescribed tax.

Clarify Winery Special Event Locations

Section 18 would add farmers markets to the list of locations at which a winery may provide free
tastings of its wine and sell its wine by the glass or in closed containers pursuant to a winery special
event permit.

Section 19 of the bill would direct the ABC Commission to adopt rules to implement this act and make
ineffective any current rules or policies that do not comply.

Section 20 of the bill would provide that the headings in the bill have no effect.

EFFECTIVE DATE: Except as otherwise provided, this act is effective when it becomes law.
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months from the date of purchase. The Commission shall adopt rules
regulating the retail sale of spirituous liquor under this subdivision.

4) Conduct consumer tastings in accordance with G.S. 18B-1114.7.

(b) Distilleries for Fuel Alcohol. — Any person in possession of a Federal Operating
Permit pursuant to Title 27, Code of Federal Regulations, Part 19 (April 1, 2010 Edition), shall
obtain a fuel alcohol permit before manufacturing any alcohol. The permit shall entitle the
permittee to perform only those acts allowed by the Federal Operating Permit, and all
conditions of the Federal Operating Permit shall apply  the State permit.”

SECTION 1.(b) G.S. 18B-804 is amended by adding a new subsection to read:

"§ 18B-804. Alcoholic beverage pricing.

(a) Uniform Price of Spirituous Liquor. — The retail price of spirituous liquor sold in
ABC stores and permitted distilleries shall be uniform throughout the State, unless otherwise
provided by the ABC law.

(b) Sale Price of Spirituous Liquor. — The sale of spirituous liquor. including antique
spirituous liquor, sold at the uniform State price shall consist of the following components:

(1 The distiller's or the antique spirituous liquor seller's price.

(2) The freight and bailment charges of the State warehouse as determined by
the Commission.

3) A markup for local boards as determined by the Commission.

4) The tax levied under G.S. 105-113.80(c), which shall be levied on the sum
of subdivisions (1), (2), and (3).

(5) An additional markup for local boards equal to three and one-half percent (3
1/2%) of the sum of subdivisions (1). (2), and (3).

(6) A bottle charge of one cent (1¢) on each bottle containing 50 milliliters or
less and five cents (5¢) on each bottle containing more than 50 milliliters.

(6a)  The bailment surcharge.

(6b)  An additional bottle charge for local boards of one cent (1¢) on each bottle
containing 50 milliliters or less and five cents (5¢) on each bottle containing
more than 50 milliliters.

@) A rounding adjustment, the formula of which may be determined by the
Commission, so that the sale price will be divisible by five.

(8) If the spirituous liquor is sold to a mixed beverage permittee for resale in
mixed beverages, a charge of twenty dollars ($20.00) on each four liters and
a proportional sum on lesser quantities.

9) If the spirituous liquor is sold to a guest room cabinet permittee for resale, a
charge of twenty dollars ($20.00) on each four liters and a proportional sum
on lesser quantities.

(b1)  Price of Spirituous Liquor Sold at Distillery. — When the holder of a distillery
permit sells spirituous liquor distilled at the distillery pursuant to G.S. 18B-1105(a)(4), the
retail price of the spirituous liquor shall be the uniform State price set by subsection (a) of this
section. However. the holder of the distillery permit shall not be required to remit the
components of the price set forth by subdivisions (2). (3), (5), (6). (6a), (6b). and (7) of
subsection (b) of this section.

(b2)  Price of Spirituou: " ‘quor Sold for Delivery Outside the State. — When the holder of
a_distillery permit sells spirituous liquor for delivery outside the State pursuant to
G.S. 18B-1105(a)(2a). the retail price of the spirituous liquor shall be the distiller's price.

(c) Sale Price of Fortified Wine. — The sale price of fortified wine shall include the tax
levied by G.S. 105-113.80(b). as well as State and local sales taxes.

(d) Repealed by Session Laws 1985, ¢. 59, 5. 2."

SECTION 1.(c) G.S. 18B-800 reads as rewritten:

"§ 18B-800. Sale of alcoholic beverages in ABC stores.

Page 2 Senate Bill 155 S155-CSSAf-40 [v.2]
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(a) Spirituous Liquor. — Except as provided in Artiele—0-*~"~"1s 10 ~~~ " _of this
Chapter, spirituous liquor may be sold only in ABC stores operated by local boards.

"

SECTION 1.(d) The Alcoholic Beverage Control Commission shall adopt
temporary rules to amend its rules consistent with this section.
SECTION 1.(e) This section becomes effective July 1.~ }17.

CREATE SPIRITUOUS LIQUOR SPECIAL EVENT PERMIT TO ALLOW
DISTILLERIES TO GI'v .. FREE TASTINGS

SECTION 2.(a) G.S. 18B-301 reads as rewritten:
"§ 18B-301. Possession and consumption of fortified wine and spirituous liquor.

(e) Incident to Sale. — It shall be lawful to possess fortified wine and spirituous liquor at
any place, such as an ABC store, where possession is a necessary incident to lawful sale.
Consumption at such a place shall be unlawful unless the establishment has a permit
authorizing consumption on the premises as well as sale.

4y Unlawful Possession or Use. — As illustration, but not limitation, of the general
prohibition stated in G.S. 18B-102(a), it shall be unlawful for:

(1) Any person to consume fortified wine, spirituous liquor. or mixed beverages

or to offer such beverages to another pessen=~=;0n at any of **~ “~"'owing
places:
a. On the premises of an ABC stere-erstore.
. Upon any property used or occupied by a local beard--erboard.
c. On any public road, street, highway, or sidewalksidew~"" —~less a

consumer tasting auth~=-~d by G.S. 18B-11"* 7 is being con~~*~"

n

SECTION 2.(b) G.S. 18B-902(d) is amended by adding new subdivisions to read:
"(d)  Fees. — An application for an ABC permit shall be accompanied by payment of the
following application fee:
(1)  On-premises malt beverage permit — $400.00.
(2) Off-premises malt beverage permit — $400.00.
(3) On-premises unfortified wine permit — $400.00.
(4)  Off-premises unfortified wine permit — $400.00.
(5) On-premises fortified wine permit — $400.00.
(6)  Off-premises fortified wine permit — $400.00.
(7) Brown-bagging permit — $400.00, unless the application is for a restaurant
seating less than 50, in which case the fee shall be $200.00.
(8) Special occasion permit — $400.00.
) Limited special occasion permit — $50.00.
(10)  Mixed beverages permit — $1,000.
(11)  Culinary permit — $200.00.
(12)  Unfortified winery permit — $300.00.
(13)  Fortified winery permit — $300.00.
(14)  Limited winery permit — $300.00.
(15)  Brewery permit — $300.00.
(16)  Distillery permit — $300.00.
(17)  Fuel alcohol permit — $100.00.
(18)  Wine importer permit — $300.00.
(19)  Wine wholesaler permit — $300.00.
(20)  Malt beverage importer permit — $300.00.
(21)  Malt beverage wholesaler permit — $300.00.

S155-CSSAf-40 [v.2] Senate Bill 155 Page 3
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4

permit also authorizes the permittee to transfer unfortified wine, not more
than four times per calendar year, to another on-premises unfortified wine
permittee that is under common ownership or control as the transferor.
Except as authorized by this subdivision, transfers of wine by on-premises
unfortified wine permittees, purchases of wine by a retail permittee from
another retail permittee for the purpose of resale, and sale of wine by a retail
permittee to another retail permittee for the purpose of resale are unlawful.
In addition, a particular brand of wine may be transferred only if both the
transferor and transferee are located within the territory designated between
the winery and the wholesaler on file with the Commission. Prior to or
contemporaneous with any such transfer, the transferor shall notify each
wholesaler who distributes the transferred product of the transfer. The notice
shall be in writing or verifiable electronic format and shall identify the
transferor and transferee, the date of the transfer, quantity, and items
transferred. The holder of the permit is authorized to ship unfortified wine in
closed containers to individual purchasers inside and outside the State.
Orders received by a winery by telephone, Internet, mail, facsimile, or other
off-premises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision. The permit may be
issued for any of the following:

Restaurants:Re~*~rants.

Hetels:Hotels.

Eatingestablishments:Eating establish~~~*+~

Private-elubs:Private clubs.

Convention—centers;Cor- ~1tion centers.

Cookingsehools:Cooking schools.

Cemmunity-theatres:Community theatres.
Wineries: Wineries.

Wine producers.

Off Premises Unfortified Wine Permit. — An off-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine in the manufacturer's
original container for consumption off the premises, (ii) the retail sale of
unfortified wine dispensed from a tap connected to a pressurized container
utilizing carbon dioxide or similar gas into a eleaned;—sanitized,—resealable
cleaned and sanitized container that is filled or refilled and sealed for
consumption off the premises and that identifies the permittee and the date
the container was filled or refilled, and (iii) the holder of the permit to ship
unfortified wine in closed containers to individual purchasers inside and
outside the State. The permit may be issued for retail businesses. The permit
also authorizes the permittee to transfer unfortified wine, not more than four
times per calendar year, to another off-premises unfortified wine permittee
that is under common ownership or control as the transferor. Except as
authorized by this subdivision, transfers of wine by off-premises unfortified
wine permittees, purchases of wine by a retail permittee from another retail
permittee for the purpose of resale, and sale of wine by a retail permittee to
another retail permittee for the purpose of resale are unlawful. In addition, a
particular brand of wine may be transferred only if both the transferor and
transferee are located within the territory designated between the winery and
the wholesaler on file with the Commission. Prior to or contemporaneous
with any such transfer, the transferor shall notify each wholesaler who
distributes the transferred product of the transfer. The notice shall be in

TSR O 00 o
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writing or verifiable electronic format and shall identify the transferor and
transferee, the date of the transfer, quantity, and items transfi d. The
permit may also be issued to the holder of a viticulture/enology course
authorization under G.S. 18B-1114.4. A school obtaining a permit under this
subdivision is authorized to sell wines manufactured during its
viticulture/enology program at one non-campus location in a county where
the permittee holds and offers classes on a regular full-time basis in a facility
owned by the permittee. The permit may also be issued for a winery or a
wine producer for sale of its own unfortified wine during hours when the
winery or wine producer's premises is open to the public, subje to any local
ordinance adopted pursuant to G.S. 18B-1004(d) concerning hours for the
retail sale of unfortified wine. A winery obtaining a permit under this
subdivision is authorized to sell wine manufactured by the winery at one
additional location in the county under the same conditions specified in
G.S. 18B-1101(5) for the sale of wine at the winery; provided, however, that
no other alcohol sales shall be authorized at the additional location. Orders
received by a winery by telephone, Internet, mail, facsimile, or other
off-premises means of communication shall be shipped pursuant to a wine
shipper permit and not pursuant to this subdivision.

(16)  Wine Shop Permit. — A wine shop permit authorizes (i) the retail sale of malt
beverages. unfortified wine, and fortified wine in the manufacturer's original
container for consumption off the premises, (ii) the retail sale of malt
beverages or unfortified wine dispensed from a tap connected to a
pressurized container utilizing carbon dioxide or similar gas in a eleaned;
sanitized—resealable ~'~~-~1 and sanitized container that is filled or refilled
and sealed for consumption off the premises and that identifies the pe1  ttee
and the date the container was filled or refilled, and (iii) wine tastings on the
premises conducted and supervised by the permittee in accordance with
subdivision (15) of this section. It also authorizes the holder of the permit to
ship malt beverages, unfortified wine. and fortified wine in closed containers
to individual purchasers inside and outside the State. The permit may be
issued for retail businesses whose primary purpose is selling malt beverages
and wine for consumption off the premises and regularly and customarily
educating consumers through tastings, classes, and seminars about the
selection, serving, and storing of wine. The holder of the permit is
authorized to sell unfortified wine for consumption on the premises.
provided that the sale of wine for consumption on the premises does not
exceed forty percent (40%) of the establishment's total sales for any 30-day
period. The holder of a wine-tasting permit not engaged in the preparation or
sale of food on the premises is not subject to Part 6 of Article 8 of Chapter
130A of the General Statutes.

SECTION 5.(b) The Alcoholic Beverage Control (ABC) Commission shall adopt
rules to implement the provisions of this section by no later than 60 days after this act becomes
law. The ABC Commission may adopt temporary rules to comply with the deadline set in this
subsection. Any temporary rules adopted in accordance with this subsection sha remain in
effect until permanent rules that replace the temporary rules become effective.

AUTHORIZE OFF-SITE STORAGE LOCATION FOR BREWERIES, WINER 5,
AND DISTILLERIES

S155-CSSAf-40 [v.2] Senate Bill 155 Page 9
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SECTION 6. Article 11 of Chapter 18B of the General Statutes is amended by
adding a new section to read:
"§ 18B-1120. Noncontir—~us storage locations.
A brewery. winery. or distillery may store any alcoholic beverages it manufactures pursuant
to a permit issued under this Article at a noncontiguous storage location approved by the

Aloohol ~= Tekeoco Tax and Trade Bure~ The -1+~~~ t notify th~ “~mmission of any
storz —~ location used pursuant to this ~~~**on. * =y storage locatior **<= =~~suan* *~ “‘s section
shall be considered part of the premises of the brewery. winerv ~r ~errjjery reorv+acturines tha
alcoholic beverages."

AUTHORIZE SALE OF UNFORTIFIED WINE ON PREMISES BY RETAIL
BUSINESSES

SECTION 7. G.S. 18B-1001(3). as amended by Section 5 of this act, reads as

rewritten:

"(3)  On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on
the premises, either alone or mixed with other beverages, (ii) the retail sale
of unfortified wine in the manufacturer's original container for consumption
off the premises, and (iii) the retail sale of unfortified wine dispensed from a
tap connected to a pressurized container utilizing carbon dioxide or similar
gas into a cleaned and sanitized container that is filled or refilled and sealed
for consumption off the premises and that identifies the permittee and the
date the container was filled or refilled. The permit also authorizes the
permittee to transfer unfortified wine, not more than four times per calendar
year. to another on-premises unfortified wine permittee that is under
common ownership or control as the transferor. Except as authorized by this
subdivision, transfers of wine by on-premises unfortified wine permittees,
purchases of wine by a retail permittee from another retail permittee for the
purpose of resale, and sale of wine by a retail permittee to another retail
permittee for the purpose of resale are unlawful. In addition, a particular
brand of wine may be transferred only if both the transferor and transferee
are located within the territory designated between the winery and the
wholesaler on file with the Commission. Prior to or contemporaneous with
any such transfer. the transferor shall notify each wholesaler who distributes
the transferred product of the transfer. The notice shall be in writing or
verifiable electronic format and shall identify the transferor and transferee,
the date of the transfer, quantity, and items transferred. The holder of the
permit is authorized to ship unfortified wine in closed containers to
individual purchasers inside and outside the State. Orders received by a
winery by telephone, Internet, mail, facsimile. or other off-premises means
of communication shall be shipped pursuant to a wine shipper permit and not
pursuant to this subdivision. The permit may be issued for any of the
following:

1 Retail businesses."

AUTHORIZE TASTINGS DURING BREWERY TOURS
SECTION 8. G.S. 18B-1104(6) reads as rewritten:
"§ 18B-1104. Authorization of brewery permit.
The holder of a brewery permit may:

Page 10 Senate Bill 155 S155-CSSAf-40 [v.2]
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GS18B-H04(8%-G.S. 18B-1104(a)8). The brewery is subject to the provisions of this
subsection, however, with respect to its transactions with all other wholesalers and retailers."
SECTION 16.(g) G.S. 18B-1305(al) reads as rewritten:

"(al) Termination by a Small Brewery. — A brewery's authorization to distribute its own
malt beverage products pursuant to G-S—8B1H04(8>-G.S. 18B-1104(a)(8) shall revert back to
the brewery, in the absence of good cause, following the fifth business day after confirmed
receipt of written notice of such reversion by the brewery to the wholesaler. The brewery shall
pay the wholesaler fair market value for the distribution rights for the affected brand. For
purposes of this subsection. "fair market value" means the highest dollar amount at which a
seller would be willing to sell and a buyer willing to buy at the time the self-distribution rights
revert back to the brewery. after each party has been provided all information relevant to the
transaction."

SIMPLIFY LOC ‘" LICENSING APPLICATIONS
SECTION 17. G.S. 105-113.70 reads as rewritten:
"§ 105-113.70. Issuance, duration, transfer of license.
(a) Issuance, Qualifications. — Each person who receives an ABC permit shall obtain
the corresponding local license. if any, under this Article. All local licenses are issued by the
C1ty or county where the establlshment for whlch the license 1s sought is located Fhe

it—No documentation shall be required of the

applicant except as provided in this section. Issuance o ~ '~~~' '*~~~-~ *~ —andatory if the
applicant holds the corresponding ABC permit and p  ‘des all ot the tollowin ”
the most recently completed State application form -~ ~n ABC per=i* =xclyc= o eny

attachments, (ii) the ABC permit for visual inspection. and (1ii) payment ot the prescribed tax.
No local license may be issued under this Article until the applicant has received from the ABC
Commission the applicable permit for that activity, and no county license may be issued for an
establishment located in a city in that county until the applicant has received from the city the
applicable license for that activity.

(b) Duration. — All licenses issued under this section are annual licenses for the period
from May 1 to April 30.

(c) Transfer. — A license may not be transferred from one person to another or from one
location to another.

(d) License Exclusive. — A local government may not require a license for activities
related to the manufacture or sale of alcoholic beverages other than the licenses stated in this
Article."

CLARIFY WINERY SPECIAL EVENT LOCATIONS
SECTION 18. G.S. 18B-1114.1 reads as rewritten:
"§ 18B-1114.1. Authorization of winery special event permit.

(a) Authorization. — The holder of an unfortified winery permit, a limited winery
permit, a viticulture/enology course authorization, or a wine producer permit may obtain a
winery special permit allowing the winery or wine producer to give free tastings of its wine,
and to sell its wine by the glass or in closed containers. at trade shows, conventions, shopping
malls. wine festivals, street festivals, holiday festivals, agricultural festivals, balloon races,
local fund-raisers, farmers markets. and other similar events approved by the Commission.

(b) Limitation. — A winery special event permit is valid only in a jurisdiction that has
approved the establishment of ABC stores or has approved the sale of unfortified wine."

Page 16 Senate Bill 155 S155-CSSAf-40 [v.2]
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RULES

SECTION 19.(a) Except as otherwise provided. the Alcoholic Beverage Control
(ABC) Commission shall adopt temporary rules to implement the provisions of this act.
Temporary rules adopted in accordance with this section shall remain in effect until permanent
rules that replace the temporary rules become effective.

SECTION 19.(b) Any rule or policy adopted by the ABC Commission that does
not comply with the provisions of this act sh:  be null, void, and without effect.

EFFECT OF HEADINGS

SECTION 20. The headings to the sections of this act are a convenience to the
reader and are for reference only. The headings do not expand, limit, or define the text of this
act.

EFFECTIVE DATE

SECTION 21. Except as otherwise provided, this act is effective when it becomes
law.

S155-CSSAf-40 [v.2] Senate Bill 155 Page 17
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