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2113t2019 Alcoholic Beverage Control House Standing Committee - North Carolina General Assembly

Rep. Meyer Rep. Saine Rep. B. Turner Rep.Willingham

Rep" Yarborough Rep. Zachary

Pursuant to House Rules 26(e) and 26(f), the chair of the committee on Rules, calendar and operations of the House, the speaker pro Tempore, the Majority
Leader' and the Deputy Majority Leader are ex officio members of each standing committee and permanent subcommittee with the right to vote. The previous
sentence does not apply to the standing committee on Ethics' For the purposes of determining a quorum, when serving only as ex officio members, these members
shall be counted among the membership of the committee or subcommittee onrywhen present.

https://wwwncleg.gov/Committees/Committeelnfo/HouseStanding/4
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MEMBERS

Rep. Jamie Boles, Chair X X x x X X x X

Rep. Chuck McGrady, Chair X X X X x x X x
Rep. Susan Fisher, Vice-Chair x X X x X x x X

Rep. Jon Hardister, Vice-Chair x x x X X X X

Rep. Kelly Alexander x X X X x x x
Rep. John Bell x X

Rep. Allison Dahle x x x x x x x x
Rep. Josh Dobson x X

Rep. Yvonne Holley X x x x x
Rep. Pat Hurley X x X x x x x x
Rep. Linda Johnson X X

Rep. Marvin Lucas X X X x x X

Rep. Graig Meyer x x x x X X X

Rep. Jason Saine x x X x x
Rep. Brian Turner x x x X X x X X

Rep. Shelly Willineham x X x x x X x x
Rep. Lary Yarborough X x X X X

Rep. Lee Zachary x x X X X x

EX.OFFICIO

Rep. David Lewis X

Rep. Sarah Stevens x x
Rep. Brenden Jones X X x
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Susan Sitze, Leg. Analysis x x x X X x X

Jennifer x X x X X x
Chris Saunders, Leg. Analysis X x x X x x x
Britt Eller, Policy Adviser x x x x x X x x
Dina Committee Clerk x x x x X x x x
Kimberly Neptune, Committee Clerk x x X x x X x X
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House Committee on Alcoholic Beverage Control
Tuesday, March 512019' at 3:00 PM

Room 132711228

MINUTES

The House Committee on Alcoholic Beverage Control met at 3:00 PM on Tuesday, March 5,2019
in Room 132711228. Representatives Alexander, Boles, Dahle, Fisher, Hardister, Holley, Hurley,

Lucas, McGrady, Meyer, Turner, and Willingham attended.

Representative James L. Boles, Jr. presided. He made announcements concerning the structure of
the meetings and stated all presentations would be added to committee website. He introduced the

Sergeant at Arms and requested self-introduction of pages, members and staff.

Ms. Renee Metz,Chief Counsel of the ABC Commission, was recognizedto provide an overview

of the Commission, including the total revenue distribution. Handouts were provided and made a

part of the Minutes (Attachment 1).

Upon completion of the presentation, Representative Boles opened the meeting to questions from

members. He announced that Mr. Bryan Houser, ALE Director, and Mr. Terrence Merriweather,

Deputy Director of the ABC Commission, were in attendance. Mr. Houser assisted Ms. Metz in
answering several questions.

Representative Boles announced the next meeting would be held on March 19,2019, with bills
being heard.

There being no other business the meeting adjourned at 3:40 PM.

c

J L. les, Jr Dina Long,
Presiding
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NORTH CAROLINA HOUSE OF' REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

20t9-2020 sEssIoN

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

follows:

DAY & DATE: Tuesday, March 5,2019
TIME: 3:00 PM
LOCATION: 1228/1327 LB
COMMENTS: The Committee will hear presentations on the history and current organization
of the ABC system in North Carolina. Representative Boles presiding.

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 I:34 PM on

Tuesday, February 26, 2019.

_ Principal Clerk

_ Reading Clerk - House Chamber

Dina Long (Committee Assistant)
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House Comraittee on Alcoholic Beverage Control
Tuesday, March 51201913:00 PM

Room 132711228

AGEI\DA

Welcome and Opening Remarks - Representative Jamie Boles

Introduction of Pages

Presentation

Overview of ABC Commission
Renee Metz, Chief Counsel, ABC Commission

Other Business

Adjournment
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NTC ABC COMMISS]OI\
TOTiT,L
REVENUE
PISTRIBUTION

rYl8

DEPARTMENT OF HEALTH AND HUMAN SERVICES

$1,802,824

COUNTY GOVERNMENT FOR REHABILITATION

$3.2oo,zt B

LOCAL LAW ENFORCEMENT

$8,8rlr z-r,bc)'/

LOCAL ALCOHOL EDUCATION

NC ABC COMMISS'ON AND WAREHOUSES

$lr,6g5,B?l

couNTY/CITY COVERNMENT DISTRIBUTIONS

$80,345 ,396

NC6AGENERAL FUND

$s23,425,611

Local ABC boards in North Carolina are established and operated without state funds. Through the sale of
spirituous liquor and fortified wine in ABC stores, over $l billion in revenue is generated annually. ln F/ 18

sales revenue of $1,129,023,535 resulted in distributions of $430,635,861 that benefited the cities and

counties where alcohol sales are allowed as well as the state's Ceneral Fund.
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ABC Board Revenue and Distirbutions
J 1,2017 - June 30, 2018

t

184,064

80,514

450,036

49,540

740,878

352,706

236,504

!5t,652
350,4s7

7Lr,673

4,379,2r9

226,064

390,033

384,829

305

736,239

333,498

36,047

243,876

Profit Before
Distributions

7,202,276

69,955

97,030

r75,O76

643

-6,482

1,254

277

-1,890

-9,266

-L18,270

747

-53,372

7,t52

75

71

60

55

7,382

s,330

76,t97

5,39s

-156

877

0

7,944

-6,973

Other lncome
& Expense

349,766

394,827

210,981

466,758

343,466

375,267

454,735

300,685

4,684,554

352,097

502,990

465,682

t,027,917

186,331

210,95s

503,423

t64,869

575,496

257,476

2,234,525

144,323

2s2,221

284,3!6

Operating
Expenses

956,732

7,806,722

542,920

897,275

1,650,999

1,188,549

7,039,267

!,704,81.4

890,224

17,572,203

7,244,624

1,604,724

7,765,973

2,839,851

435,806

750,179

2,724,383

436,977

7,777,98L

7,213,574

440,856

775,153

1,005,932

Cost of Liquor
Sold

390,74t

8,582,0s6

543,444

587,810

403,750

796,726

240,448

885,210

786,246

773,844

401,030

762,138

540,922

453,794

771,237

196,323

328,386

431,816

806,498

1,257,993

178,249

323,843

Expenses

State Taxes
Collected

3,242,72t

3,039,477

L,877,164

3,350.000

1,044,075

2,984,r05

1.734,326

3.500.000

2,380,000

1,935,000

3,388,009

7,637,402

37,524,000

2,541,328

1,992,000

3,427,274

5,635,676

80s,000

1.345.551

4,007,188

900,000

Forecast
For FY19

t4,973,500

851,s00

7,424,708

2s0%

7.82%

-o.04%

7.77%

r.89%

5.66%

3.42%

70.3r%

4.47o/o

7.56%

7.42%

789%
6.65%

2.29%

8.83%

4.t5%

7.36%

6.41%

3.79%

2.Ot%

7.96%

Percent Change
Over FY17

8.28%

8.31%

2,365,482

3,032,950

7,789,610

3,447,068

1,050,371

824,078

3,297,755

t,69r,269
3,216,404

2.308.187

7,959,773

3,282,533

7,702,590

35,276,302

t.897,140

3,426,L82

5,511,563

801,617

1,43t,745

3,946,4s4

Gross Sales

13.887,647

851,613

t,451,9r3

Sales

Southport (1)

Sunset Beach (1)

Buncombe
Asheville (9)

Black Mountain (1)

Weaverville (1)

Woodfin (1)

Burke
Morqanton (1)

Valdese (1)

Elizabethtown (1)

Brunswick
Belville

Boilins Spring Lakes (1)

Brunswick Co

Calabash (1)

Oak lsland (1)

Ocean lsle Beach (1)

Shallotte (1)

Alleqhanv
Soarta (1)

Anson
Wadesboro (1)

Ashe
West Jefferson (1)

Avery
Hiqh Countrv (1)

Beaufort CounU (6)

Bertie County (1)

Bladen

ABC Boards by County
(# of Stores)

Alamance
Alamance Municipal (5)



ABG Board Revenue and Distirbutions
Ju 1,2017 - June 30 2018

L

Profit Before
Distributions

2,055,222

37,379

772,263

340,972

73,499

2,036,879

47,899

!,777,500

193,843

766,700

103,158

9,003

247,120

722,823

242,564

764,939

321,292

28,368

28,551

96,575

10,35s

90,408

t,740,592

4,076,762

634,9s4

2,373,988

Other lncome
& Expense

-36,777

1,32!

4,80s

-50

16

207,756

r,876
r,26s

124

505

-7,480

27

540

2,398

318

1,515

-396

5,206

14

262

199

r,799

956

2,634

I,773

12,853

Operating
Expenses

2,275,715

175,I80

190,226

525,774

274,939

1.993,578

475,045

3,252,522

797,739

209,839

240,684

180,597

519,391

240,922

361,454

273,241

810,080

97,878

78,875

702,9s3

I43,775

229,796

1,505,089

5,138,327

825,503

2,772,741

Cost of Liquor
Sold

8,686,922

454,8!4

608,796

1,834,023

768,87r

7,577,734

7,t64,788

10,477,237

2,0ss,811

797,493

740,223

4II,855
1,678.207

805,154

1,303.992

960,638

2,437,123

266,447

226,474

432,764

357,777

689,810

5,613,983

18,722,759

3,100,183

9,057,577

Expenses

State Taxes
Collected

3,985,321

196,310

264,669

795,406

324,970

3.518.056

494,757

4,576,360

891,638

349,747

377,727

77s,340

77s,947

346,848

559,647

410,985

7,067,049

110,550

97,065

183,113

147,339

299,350

2,500,105

8,5r1,216
1,363,209

4,795,948

Forecast
For FY19

19,300.000

935,000

1,080.500

3,455,750

1,523,2s5

15.2s0,000

2,792.000

19.827,277

4.025.253

7,55L,437

t.44!.400

831,000

3,269,000

1,570,750

2,501,500

r,8s3.121

4.826.000

s49.000

455,000

818.000

712,700

1,100,000

10,857,756

36,000,000

s,503.501

18.000,000

Percent Change
Over FY17

7.61%

74.t7%

77.37%

3.70%

6.37%

4.I4%

0.to%

4.47%

72.O8%

8.99%

-1.40%

4.92%

7.36%

3s2%
6.32%

70.76%

4.73%

-6.53%

5.O9%

3.90%

-3.95%

5.93o/o

3.8s%

3.6s%

3s7%

2.7t%

Sales

Gross Sales

76,979,957

862,302

1,17t,149

3,495,165

7,442,263

14.911.891

2.L80.672

20,722,348

3,932,907

1,523,273

1,402,682

776,768

3,760,t25

7,5r3,349

2,467,339

1.808.288

4,629,940

492,r47

430,951

815,743

652,447

1,307,56s

10,758.813

35.386,430

5.922.076

77,727,401

ABC Boards by County
(# of Stores)

Gabarrus
Concord (6)

Mount Pleasant (1)

Caldwell
Granite Falls (1)

Lenoir City (2)

Gamden County (2)

Carteret County (6)

CaswellCounU (4)

Catawba County (11)

Ghatham County
Chatham County (3)

Pittsboro (1)

Siler Citv (1)

Cherokee
Andrews (1)

Murphy (1)

Chowan County (1)

Clay Gounty (1)

Gleveland
Kings Mountain (1)

Shelbv (2)

Columbus
Brunswick (1)

Lake Waccamaw (1)

Tabor Citv (1)

West Columbus (1)

Whiteville (1)

Craven Coun$ (5)

Gumberland County (11)

Currituck County (3)

Dare County (5)



ABC Board Revenue and Distirbutions
J 1,2017 - June 2018

t

ro7,!36
78,29O

106,935

47,094

921

26,870

89,681

1,080,809

7L2,867

8,468

4,785,267

361,404

5,677,712

45,788

Profit Before
Distributions

601,124

3tt,o20

35,476

30,052

45,054

75

366

-49,274

33,877

-5,929

1,L37

-19,051

165

230

772

0

-1,453

45,640

3,506

31

2t
10

Other lncome
& Expense

197,765

313,195

133,066

222,598

604,590

r,686,724

738,768

5,081,067

836,892

5,091,038

756,82s

773,227

312,577

550,435

465,330

256,t07

rot,977
274,686

Operating
Expenses

665,818

642,689

290,3tt
558,633

L,598,702

5,743,686

859,547

353,735

19,295,267

2,650,48r

24,554,970

479,804

628,1.63

881,203

2,500.043

1,702,339

632,465

297,279

Cost of Liquor
Sold

232,704

688,054

2,564,434

17,054,247

197,70s

263,425

373,539

284,088

294,020

726,r17

72r,15O

277,608

724,63r

372,775

140,583

8,779,097

t,724,267

Expenses

State Taxes
Collected

1,083,353

t,423,884

7,7t8,573

t,251,884

2,492,100

552,500

1.019.550

2.920.000

11,410,000

544,000

1.651,000

667.300

37,927,70!

4,949,000

48,683,753

885,800

Forecast
For FY19

5.120.500

3,205,180

7,192,852

8.59%

4.63%

4.a5%

6.85%

2.28%

LL.37%

4.10%

3.09%

5.71%

1.95%

0.78%

t5.63%

3s3%
5.66%

4.64%

Percent Change
Over FY17

4.92%

6.18%

7.777.7t5

r.645.497

1..254.607

7,25t,944

s50,334

1.050.439

3,030.341

tt.04r,776

553,848

r,6L9,254

641,545

37,346,615

4.971,907

47.39r,078

879,957

Gross Sales

4,736,408

3,154,199

1,198,050

Sales

Cherrwille (1)

Cramerton

Gastonia (5)

Forsvth
Triad Municipal(14)
Franklin
Bunn (1)

Franklinton (1)

Louisburq (1)

Younosville (1)

Gaston
Belmont (1)*

Bessemer City (1)

Lexinqton (2)

Thomasville (1)

Davie
Cooleemee (1)

Duplin
Kenansville (1)

Wallace (1)

Warsaw (1)

Durham Cou
Edqecombe Gounty (5)

ABC Boards by County
(# of Stores)

Davidson



ABC Board Revenue and Distirbutions
Ju 1,2017 - June 30 2018

L

Profit Before
Distributions

219,477

3,328

442,262

15,045

86,300

5,620,969

2,043,956

299,905

208,448

165,156

150,864

60,467

108,308

288,235

155,029

603,554

75,777

29,900

183,778

53,205

1,686,153

548,715

96,279

587,381

1,799,642

23,662

Other lncome
& Expense

-7,743

0

33,559

7,O82

-3,232

-2,089

9,126

5,775

302

6,t52
-4,721

-408

-77,388

-25,050

-7,520

0

841

668

-2,890

5,882

6,474

4,671
-20,566

7,332

537

0

Operating
Expenses

308,241

779,979

628,446

779,834

2t4,519

6,748,220

2,710,5r4

991,057

300,436

433,449

309,826

293,337

479,778

399,80s

403,360

1,757,03t

245,523

503,266

367,763

158,305

7,147,863

957,869

224,412

632,689

2,103,732

239,867

Cost of Liquor
Sold

1,175,633

412,343

2,304,399

430,939

655,164

25,085,551

9,646,875

2,817,743

7,750,274

1.315,389

984,674

785,058

1,341,470

7,477,597

1,270,565

3,747,757

584,508

1,304,497

1,20r,792

400,487

5,958,492

3,278,868

737,935

2,477,022

8,500,360

589,977

Expenses

State Taxes
Collected

504,442

772,668

982,779

r79,470

287,OOt

77,561,749

4,303,392

1,208,633

480,775

561,542

444,944

333,580

575,462

663,981

572,560

1,662,303

300,429

535,525

s14,852

192,649

2,689,146

7,429,000

309,176

1,134,970

3,702,262

247,614

Forecast
For FY19

2.150.550

774,000

4.600.000

790.000

1.189.02s

50.558.283

18.807.050

5,362,878

2,175,206

2,519,244

1.900.000

1,500.000

2,534.000

2.915.000

2,348,sss

7,300,000

1,290,000

2,377.OOO

2.205,000

850.500

17.6s2,094

6.037.!24

1.378.500

4.778.068

17,s4s,329

1,050,000

Percent Change
Over FY17

-t.67%

5.68%

4.04%

4s3%

4.44%

4.20%

3.O3%

r.63%

70.71%

6.70%

8.r8%

6.06%

0.29%

7.50o/o

7.73%

7.20%

2.87%

2.97%

45.67%

-3.65%

s.60%

r.38%

95.22%

4.25%

7sl%
5.77%

Sales

Gross Sales

2,2t6,530

768,2s8

4,323,727

798,746

7,240,216

49,0L8,578

18,695,611

5,305.623

2,739,57L

2,469.394

r,894,429

1,472,954

2,522,346

2,855,658

2,283,034

7.764.645

1.305.390

2,373,674

2,269,875

798,758

1I,475,780

6,209,787

1.382.358

4.830.730

16.105.459

1.101.120

ABC Boards by County
(# of Stores)

Mount Hollv (1)

Gates County (2)

Granville Countv (2)

Greene Gountv (2)

Guilford
Gibsonville (1)

Greensboro (15)

High Point (6)

Halifax County (5)

Harneft
Angier (1)

Dunn (2)

Lillinqton (1)

Haywood
Canton (1)

Maqqie Vallev (2)

Waynesville (1)

Henderson
Fletcher (1)

Hendersonville (3)

Laurel Park (1)

Hertford Gountv (3)

Hoke Gounty (2)

Hyde CounU (2)

lredell
Mooresville (3)

Statesville (2)

Troutman (1)

Jackson County (2)

Johnston Gountv (8)

Jones Countv (3)

Lee



ABG Board Revenue and Distirbutions
J 1,2017 - June 30 2018

t

88,754

411,687

2,46L,643

26,720

34,887

1,998,484

1,108,363

6,759,442

15,676

1,735,04s

7,074,9t8
7t,tts

469,515

523,988

143,068

159,894

19t,178

24,394,rr4

92,522

53,494

472,120

428,335

534,727

195,345

71,330

Profit Before
Distributions

4,268

4,t62

0

0

0

1,519

-94,274

109

75

315

572

-22,357

272,450

0

342

498

5,923

148,535

3,r75
-48

4,273

8,26t

623

80

0

Other lncome
& Expense

4r2,553

2,447,498

123,895

92,372

5,354,250

242,254

2,838,504

3,783,790

240,195

412,757

t,772,234

194,576

377,405

434,575

\7,425,584

219,173

361,937

1,100,4t4

7,666,654

r,0o7,926
695,645

455,559

550,848

614,242

347,360

Operating
Expenses

575,508

t,742,682

9,961,553

373,0r2
249,938

5,72t,588

22,651,375

572,302

9,240,5t8

10,468,853

757,943

1,854,r97

3,594,806

956,247

!,737,286

7,434,t00

82,574,324

705,949

873,509

6,177,3t9

3,198,703

2,359,565

2,034,878

1,511,835

1,483,186

Cost of Liquor
Sold

1s3,136

tt8,o29

4,763,134

315,938

831,839

t,607,834

249,436

760,7O4

4,577,ott

299,479

383,933

2,819,039

2,528,939

7r,041,694

240,982

4,250,377

904,227

668,704

644,116

46r,897

485,840

620,050

39,s88,039

Expenses

State Taxes
Collected

1,393,426

7,040,747

1,056,000

3,298,443

19,646,500

657,270

591,560

12,220,000

10.800,000

44,000.000

1,050,000

15,940,000

20,780,685

1.486,500

3.520.000

7,289,80s

2,993,275

2,084,948

2,195,000

2,878,9r4

170,500,000

1.300,000

r,6t7,LgL

Forecast
For FY19

6.098.000

4,405,000

4,766,957

3.080,000

8.72%

4.92%

-o.o9%

0.so%

5.04%

0.75%

4.09%

2.77%

3.77%

4.70%

6.93%

3.63%

3.83%

2.21o/o

s.83%

3.27%

t5.20%

632%

4.08%

5Jt%
t.80%

7.t8%

7.72%

Percent Change
Over FY17

6.70%

s.89%

6,892,s47

t,t07,802
3,322,752

79,443,653

676,163

495,226

tr,924,758
77,0t9,627

45,858,126

7,07t,214

18,062,865

20,184,369

1,385,082

3,568,227

2,812,251

7,9O8,492

2,754,425

2,702,204

163,649.511

t,377,063

7,672,s37

Gross Sales

6.069,000

4,534,340

3,924,5r8

2,978,47t

Sales

Polk
Columbus (1)

Trvon (1)

Oranqe Countv (8)

Pamlico Cou
Pasquotank County (1)

Pender Countv (4)

Perquimans
Hertford (1)

Person
Pitt Countv (8)

Mecklenburq County (26)

Mitchell
Spruce Pine (1)

Moore Gountv (4)

Nash County (9)

New Hanover CounW (8)

Northampton County (4)

Onslow Countv (6)

Lenoir County (3)

Lincoln
Lincoln Cou

Lincolnton

Macon
Franklin (1)

Hiqhlands (1)

Martin Gountv (2)

McDowell
Marion (2)

ABC Boards by County
(# of Stores)

Randolph



ABC Board Revenue and Distirbutions
Ju 1 2017 - June 30, 2018

Profit Before
Distributions

318,511

25,473

-Lr,679

172,369

s9,055

!41,182

10,897

202,010

22,627

72,815

9,003

2,256

81,935

109,739

85,487

772,668

662,607

213,289

37,532

78,784

289,744

74,567

55,051

126,699

451,434

702,287

Other lncome
& Expense

r,246
40

0

474

18

0

15

8

-17

-7,639

0

-204

22

!25
58

0

-68,084

22,658

1,893

83

2,t60
383

23

244

LOt,847

0

Operating
Expenses

535,839

180,740

r45,074

250,273

193,747

411,668

150,1s4

707,679

778,694

224,205

187,384

54,274

213,500

337,407

247,042

432,500

2,578,770

369,039

193,806

284,775

246,525

177,54r

169,155

386,359

459,507

350,031

Cost of l-iquor
Sold

7,746,670

457,654

294,998

881,097

6t7,784

1,293,511

390,256

2,701,o52

428,769

666,692

374,830

132,890

705,074

975,I77

734,779

7,329,854

7,074,807

r,270,662

471,203

785,472

1,165,995

286,826

577,959

L,144,604

7,649,592

966,817

Expenses

State Taxes
Collected

776,825

792,767

724,754

385,551

254,628

547,086

755,772

898,555

183,099

287,348

t60,572

55,r27

292,605

422,737

316,744

s72,307

3,07r,687

528,477

218,896

317,535

498,830

120,033

2r7,429

485,777

735,608

420,860

Forecast
For FY19

3.350.250

868,932

596,050

2,069,000

1,199,s00

2,321,500

697,s00

4,100,000

7,r35,796

1,330,000

782,004

250.000

1.308.100

1,835,000

1,400,000

2,400,000

13.730.750

2,392,000

91s,000

1,437,165

2,193,300

s68,000

947,250

2,049.845

3,187.500

1,890,000

Percent Change
Over FY17

-2.75%

-3.O7%

922.L4%

4.96%

6.48%

2.63%

3.87%

8.47%

6.07%

1.26%

7.66%

o.o3%

1.84%

1.90%

7.47%

6.OO%

3.28%

6.49%

2.86%

4.88%

2.86%

10.02%

4.73%

2.76%

4.32%

8.74%

Sales

Gross Sales

3.376.600

856,588

552,487

1.588.876

t.125.796

2.393.447

707,074

3.909.298

813,206

7,258,699

725,729

244,75t
1.293.033

1,844.929

1.383.394

2.507.329

13.395.949

2.298.809

9t9,544

1,406,423

2.r98.334

532,584

960,571

2,r42,529

3,195,294

1,849,995

ABC Boards by County
(# of Stores)

Asheboro (1)

Libertv (1)

Ramseur (1)

Randleman (1)

Richmond
Hamlet (1)

Rockinqham (2)

Robeson
Fairmont (1)

Lumberton (2)

Maxton (1)

Pembroke (1)

Red Sprinqs (1)

Rowland (1)

Saint Pauls (1)

Rockingham
Eden (1)

Madison (1)

Reidsville (1)

Rowan/Kannapolis (7)

Rutherford
Forest Citv (1)

Lake Lure (1)

Rutherfordton (1)

Sampson
Clinton (1)

Newton Grove (1)

Roseboro (1)

Scotland County (1)

Stanly
Albemarle (1)

Locust (1)



ABG Board Revenue and Distirbutions
Ju '| ,2017 - June 30, 2018

I

8T,416

46,129

172,808

799,162

695,880

881

32,6t4
676,118

73,206

475,9t2

508,460

279,524

133,r77

259,907

22,382,696

t87,476

53,085

27,440

163,913

72,625

151,081

203,028

304,024

Profit Before
Distributions

20,797

380

-2,554

s89

0

0

8,280

0

t,266
7,671

702

0

33

222,557

-22,538

385

113

962

-478

-28,Or7

727

3s0

-5,944

Other lncome
& Expense

-3,437

0

204,559

292,622

815,385

7,528,209

335,897

575,500

7,447,472

579,688

678,416

474,876

266,7t2
672,070

72,734,3r8
427,249

186,O73

t77,886

t32,701
442,548

791,976

260,898

322,332

598,590

84,64L

Operating
Expenses

777,97r

609,805

894,028

3,348,449

4,737,870

719,r20

1,334,r35

4,477,030

245,707

2,229,562

2,444,477

L,733,tt0
862,533

2,109,223

70,990,974

7,334,408

467,294

533,s15

338,605

7,214,362

5s8,132

99r,977

1,729,397

1,958,314

Cost of Liquor
Sold

3r3,248

3t0,226
s75,772

1,9s4,468

263,O07

366,653

894,011

33,005,048

584,697

210,673

436,831

t,546,422

2,069,850

423,399

495,947

86r,647

trt,696

995,815

r,702,241

76r,847

State Taxes
Collected

133,752

222,962

143,188

542,546

237,600

Expenses

1,291,000

2,s55,000

910,000

1,750,000

5,665,000

9,154,627

1.530.145

2.825.000

8.194.500

4.097,658

465,000

4.338,406

4.800.000

3.200.000

1,500,000

3,69s,000

137,47t,000

555,000

945,000

618,700

2,361,458

1,040,000

1,850,000

2,247,353

Forecast
For FY19

2.94%

6.87%

t.t8%

3.O3%

1.69%

6.ss%

2.62%

-0.13%

7.28%

1.68%

2.50y

LO.O9%

5.50%

7.67%

-o.o4%

6.82%

4J6%
7436%

5.00%

Percent Change
Over FY17

3.46%

8.00%

7.Os%

1.47%

7.34%

8.540.808

7,158,787

138,891,419

2,550,362

909,783

1,795,909

6,5t1,972

9,037,220

7,367.124

2,5t7,961

3,722,325

460,594

4,279,777

4,731,863

3,248,649

7,628,475

3,935,178

589,199

987,449

635,221

2,362,407

1,060,811

7.865.372

2,150,577

Sales

Gross Sales

Wayne County (5)

Wilkes
North Wilkesboro (1)

Wilkesboro (2)

Wilson Countv (6)

Yancev
Burnsville (1)

Waxhaw (1)

Winqate (1)

Vance Gountv (1)

Wake Countv (24)

Warren Gountv (2)

Washinqton Countv (1)

Watauqa
Blowinq Rock (1)

Boone (1)

Mount Airv (1)

Pilot Mountain (1)

Yadkin Valley (1)

Swain
Brvson Citv (1)

Transvlvania
Brevard

Tyrrell County (1)

Union
lndian Trail (1)

Monroe (1)

ABC Boards by County
(# of Stores)

Norwood (1)

Stokes
Walnut Cove (1)

Surrv
Dobson (1)



ABG Board Revenue and Distirbutions
J I 2017 - June 30, 2018

t

Profit Before
Distributions

r29,189,2t6

Other lncome
& Expense

573,865

Operating
Expenses

753,503,877

Cost of Liquor
Sold

581,905,853

Expenses

State Taxes
Collected

265,098,444

Forecast
For FY19

I,r49,735,523

Percent Change
Over FY17

5.64%

Sales

Gross Sales

7,129,023,535

ABC Boards by County
(# of Stores)

TOTALS

* Belmont opened December 2018



Local Distributions
(Law Enf., Alcohol Educ., County/Municipal)

Forecast
For FY19

827,800

80,676

62,597

94,000

294,680

192,5t5

12,800

125,500

193,500

38,500

42,330

94,600

281,060

234,970

30,000

296,909

48,700

3,798,674

183,000

52,620

68,000

403,s10

0

FY 2018

L,079,896

43,245

83,800

79,470

322,80s

253,08s

0

tt6,348

269,339

26,467

44,542

716,206

288,638

224,400

180,928

320,457

55,585

3,567,08s

98,964

63,313

24,807

452,r89

0

.ocal Profits

Profit Before
Distributions

FY17

Alamance
788,343

Alleqhany
58,r75

Anson
89,659

Ashe
166,299

Averv
324,657

473,439

-15,335

Bladen
133,435

Brunswick
235,534

34,667

256,866

t23,557

262,7!4
195,6s3

]-76,875

306,991

tt8,776

Buncombe
3,823,726

225,008

t70,870
75,279

Burke
375,798

43,383

Percent
Profit

8.66%

8.21%

6.68%

9.23%

11.38%

6.98%

o.o4%

952%

8.45%

4.37%

7.39%

833%
70s7%
1025%

7.74%

to.68%

6s6%

72.24%

9.56%

6.07%

450%

73.06%

4.72%

ABC Boards by County
(# of Stores)

Alamance Municipal (5)

Sparta (1)

Wadesboro (1)

West Jefferson (1)

Hioh Countrv (1)

Beaufort Countv (6)

Bertie Countv (1)

Elizabethtown (1)

Belville (2)

Boilinq Sprinq Lakes (1)

Brunswick Countv (2)

Calabash (1)

Oak lsland (1)

Ocean lsle Beach (1)

Shallotte (1)

Southport (1)

Sunset Beach (1)

Asheville (9)

Black Mountain (1)

Weaverville (1)

Woodfin (1)

Morganton (1)

Valdese (1)



Local Distributions
(Law Enf., Alcohol Educ., County/Municipal)

Forecast
For FY19

795,000

3,s00

59,100

278,OOO

35,200

7,149,tOO

55,529

7,017,950

r22,770

84,455

55,000

74,704

118,000

80,000

777,OOO

177,542

355,500

r1,700

14,750

28,420

9,000

67,773

835,000

2,866,543

253,775

2,440,725

FY 2018

689,479

27,735

!12,263

315,150

70,015

1,596.939

64,358

1,037,961

r20,462

128,268

53,251

7,743

159,000

723,606

233,572

85,507

32t,074

35,757

tt,899
92,9L8

3,000

85,991

839,689

4,184,420

634,9s4

2.045.533

.ocal Profits

Profit Before
Distributions

FY'17

Cabarrus
1,785,851

76,699

Galdwell

68,878

328,758

64,567

1,808,941

63,808

7,396,849

Ghatham Gounty

tt2,t34
135,759

98,s21
Cherokee

-70,029

275,273

94,856

230,597

Cleveland
133,334

3t0,927
Columbus

34,830

539

62,854

29,801

75,650

965,054

4,088,589

s66,738

2,306,562

Percent
Profit

72.70%

4.33%

9.59%

9.75%

5Jo%

73.66%

2.20%

8.54%

4.93%

10s4%
7.360/o

r.16%

7.82%

8.12%

9.83o/o

912%
6.94%

5.76%

6.63%

rr.85%
1.59%

6.9r%

70.60%

77.04%

r0.72%

73.39%

ABC Boards by County
(# of Stores)

Concord (6)

Mount Pleasant (1)

Granite Falls (1)

Lenoir City (2)

Gamden Countv (2)

Carteret Gounty (6)

Gaswell Gounty (4)

Catawba County (11)

Chatham County (3)

Pittsboro (1)

Siler City (1)

Andrews (1)

Murphy (1)

Chowan Countv (1)

Clay County (1)

Kinos Mountain (1)

Shelby (2)

Brunswick (1)

Lake Waccamaw (1)

Tabor City (1)

West Columbus (1)

Whiteville (1)

Craven CounW (5)

Cumberland Counff (11)

Currituck Gounty (3)

Dare CounU (5)



Local Distributions
(Law Enf., Alcohol Educ., County/Municipal)

Forecast
For FY19

338,900

118,500

18,500

850

764,730

0

2,509,109

158,500

4,547,418

30,!42

58,000

99,718

40,000

5,700

0

22,500

85,000

526,000

FY 2018

538,250

717,372

35,480

30,052

717,L33

8,469

3,t98,327

3\1,404

5,050,168

39,788

702,936

64,290

105,313

0

15,000

29,558

78,187

t,007,242

.ocal Profits

Profit Before
Distributions

FY17

Davidson
ss3,945

288,4r8

Davie
33,089

Duplin
21,714

138,777

-r,717

4,026,524

260,102

Forsvth
s,470,785

Franklin
45,573

86,949

107,52t

87,742

Gaston

3,236

27,705

108,500

974,04t

Percent
Profit

t2.69%

9.86%

2.96%

s.43%

6.97%

1.32%

tL.2t%
7.27%

71s7%

5.20%

9.t4%

4.76%

8.s2%

3.76%

o.t7%

2.56%

2.96%

9.79%

ABC Boards by County
(# of Stores)

Lexinoton (2)

Thomasville (1)

Cooleemee (1)

Kenansville (1)

Wallace (1)

Warsaw (1)

Durham County (8)

Edqecombe Gounty (5)

Triad Municipal (14)

Bunn (1)

Franklinton (1)

Louisburq (1)

Younqsville (1)

Belmont (1)"

Bessemer Citv (1)

Cherrwille (1)

Cramerton (2)

Gastonia (5)



Forecast
For FY19

200,t70

3,000

123,000

2,000

18,000

4,475,377

7,685,727

183,577

to3,L27

136,675

777,560

20,700

30,000

159,450

181,180

38s,000

55,100

56,187

42,OOO

27,800

1,605.000

252,632

20,897

453,000

1,741,125

0

Local Distributions
(Law Enf., Alcohol Educ., County/Municipal)

FY 2018

242,768

3,000

729,857

74,045

L6,250

4,720,969

2,779,686

223,866

69,129

746,675

71,597

!4,427

4,3s8

rtz,77s

85,449

437,278

67,s80

68,670

710,074

25,522

1,766,700

s78,074

20,522

454,379

r,460,827

500

Profit Before
Distributions

FY17

264,580

-2,1r8
437,486

79,773

69,342

5,014,131

1,995,022

307,OO4

139,994

161,843

743,728

48,767

140,209

236,079

135,238

533,318

71,409

4r,939

188,254

51,553

1,539,565

536,393

30,400

577,24r

1,505,506

28,094

.ocal Profits

Percent
Profit

9.90%

0.43%

10.23%

7.88%

6.96%

tl.47%
70.93%

5.65%

9.74%

6.69%

7.96%

4.ro%

4.29%

10.09%

6.79%

8.42%

5.80%

7.26%

8.O7%

6.55%

14.69%

8.84%

6s6%
72.16%

77.r7%

2.75%

ABC Boards by County
(# of Stores)

Mount Holly (1)

Gates County (2)

Granville County (2)

Greene County (2)

Guilford
Gibsonville (1)

Greensboro (15)

Hish Point (6)

Halifax CounW (5)

Harnett
Ansier (1)

Dunn (2)

Lillinston (1)

Haywood
Canton (1)

Maqqie Valley (2)

Wavnesville (1)

Henderson
Fletcher (1)

Hendersonville (3)

Laurel Park (1)

Hertford Countv (3)

Hoke Countv (2)

Hvde Countv (2)

lredell
Mooresville (3)

Statesville (2)

Troutman (1)

Jackson County (2)

Johnston Countv (8)

Jones Countv (3)

Lee



8,500

19,100

!,202,500

939,000

42,500

324,500

675,438

43,400

297,OOO

1,480,000

774,500

16,387,784

51,010

8,000

1,268,452

572,400

5,562,811

62].

310,000

242,800

2s6,200

199,100

72,200

t24,306
101,500

Forecast
For FY19

5,801

2,s65

996,549

861,800

61,115

393,366

492,967

88,7s4

393,949

1,870,358

727,433

158,990

19,660,554

50,515

50,302

1,114,060

767,2M

5,284,960

0

393,804

378,335

254,457

195,346

70,000

75,000

Local Distributions
(Law Enf., Alcohol Educ., County/Municipal)

FY 2018

2,389,488

33,362

76,352

6,342,8t0

76,962

r,654,044

7,303,231

85,785

446,807

533,806

83,280

345,282

109,363

134,680

t57,757

22,610,066

97,507

45,000

7,662,725

1,045,819

Profit Before
Distributions

FY17

388,176

384,806

437,858

33,603

58,234

7.O4o/o

5.73%

13.76%

7.60%

8.Ot%

]-2.39%

72.66%

3.86%

].4.97%

7.02%

3.20o/o

75.84%

]l0.06%

14.74%

7.46%

9.67%

533%

7.78%

9.45%

13.61%

6.69%

2.54%

7.50%

7.42%

7.07%

.ocal Profits

Percent
Profit

Polk
Columbus (1)

Trvon (1)

Onslow County (6)

Oranse Gounty (8)

Pamlico County (2)

Pasquotank County (1)

Pender County (4)

Perquimans
Hertford (1)

Person County (2)

Pitt Gounty (8)

McDowell
Marion (2)

Mecklenburg Gounty (25)

Mitchell
Spruce Pine (1)

Montqomery (2)

Moore County (4)

Nash Gounty (9)

New Hanover County (8)

Northampton County (4)

Sanford (2)

Lenoir County (3)

Lincoln
Lincoln Countv (2)

Lincolnton (2)

Macon
Franklin (1)

Hishlands (1)

Martin County (2)

ABC Boards by County
(# of Stores)

Randolph



Local Distributions
(Law Enf., Alcohol Educ., County/Municipal)

Forecast
For FY19

237,762

23,160

2,500

179,700

58,000

58,300

0

123,800

0

46,500

0

0

100,000

100,400

61,720

L28,100

481,000

277,000

8,500

64,000

230,395

10,000

13,000

78,440

278,OOO

36,877

FY 2018

355,167

25,102

0

172,369

54,055

141,782

5,474

L29,277

0

61,785

1,223

0

78,694

702,527

45,470

157,547

484,987

219,388

35,725

60,875

270,532

7,775

20,105

126,699

333,29r

30,424

.ocal Profits

Profit Before
Distributions

FY17

391,048

38,r47
-8,496

137,673
Richmond

61,472

174,877
Robeson

31,786

16,036

9,819

72,228

6,648

s,300

75,319
Rockinaham

706,454

81,608

141,505

750,953
Rutherford

183,557

39,816

30,614

Sampson
290,420

12,s34

37,768

134,470
Stanly

342,846

76,761

Percent
Profit

9.43%

2.97%

-2.77%

t0.21%

s.25%

5s0%

1.54%

5.I7o/o

2.78%

5.78%

7.24%

0s2%

6.34%

5.95%

6.78%

6.8904

4.95%

9.28%

4.08%

r.34%

13.t5%

2.74%

5.84%

5.91%

14.L3%

5.53%

ABC Boards by County
(# of Stores)

Asheboro (1)

Libertv (1)

Ramseur (1)

Randleman (1)

Hamlet (1)

Rockingham (2)

Fairmont (1)

Lumberton (2)

Maxton (1)

Pembroke (1)

Red Springs (1)

Rowland (1)

Saint Pauls (1)

Eden (1)

Madison (1)

Reidsville (1)

Rowan/Kannapolis (7)

Forest City (1)

Lake Lure (1)

Rutherfordton (1)

Clinton (1)

Newton Grove (1)

Roseboro (1)

Scotland Countv (1)

Albemarle (1)

Locust (1)



Local Distributions
(Law Enf., Alcohol Educ., County/Municipal)

Forecast
For FY19

1,100

26,783

9,04t
156,867

41,600

18,100

159,950

226,867

7,075

230,000

464,600

247,OOO

50,929

177,540

72,255,000

13,000

4,000

80,000

621,930

386,419

14,000

s5,500

418,000

7,000

FY 2018

1,299

38,603

77,792

155,973

5,018

12,881

209,000

303,674

0

380,500

560,908

226,000

64,834

7s2,762

77,305,692

13,757

64,980

724,931

604,98r

246,738

0

0

424,673

5,788

.ocal Profits

Profit Before
Distributions

FY17

15,835

Stokes
27,9r4

Surry
24,268

t62,429

75,270

t46,066

Swain
184,233

Transylvania
293,001

19,702

Union
410,180

449,515

2s2,938

102,815

25O,r2t

21,224,674

769,062

3t,327

Watauqa
176,430

808,344

709,780

Wilkes
13,545

5,951

550,900

Yancey
69,767

Percent
Profit

3.53%

s.38%

338%
6s4%
6.8s%

8.64%

9.44%

8.77%

2.87%

77.12%

ro.75%

8.60%

8.78%

6.60%

76.12%

7.35%

5.07%

9.62%

t2.27%

7.77%

O.O60/o

1.30%

7.92%

7.O3%

ABC Boards by County
(# of Stores)

Norwood (1)

Walnut Cove (1)

Dobson (1)

Mount Airv (1)

Pilot Mountain (1)

Yadkin Valley (1)

Bryson City (1)

Brevard (2)

Tyrrell County (1)

lndian Trail (1)

Monroe (1)

Waxhaw (1)

Winoate (1)

Vance County (1)

Wake County (24)

Warren Countv (2)

Washinqton County (1)

Blowino Rock (1)

Boone (1)

Wayne County (5)

North Wilkesboro (1)

Wilkesboro (2)

Wilson County (6)

Burnsville (1)



Local Distributions
(Law Enf., Alcohol Educ., County/Municipal)

Forecast
For FY19

87,L04,LL6

FY 2018

702,207,208

.ocal Profits

Profit Before
Distributions

FY17

119,558,156

Percent
Profit

17.M%

ABC Boards by County
(# of Stores)

TOTATS

* Belmont opened December 2018
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House Committee on Alcoholic Beverage Control
Tuesday, March 19,2019 at 3:00 PM

Room 122811327 of the Legislative Building

MINUTES

The House Committee on Alcoholic Beverage Control met at 3:00 PM on March 19,2019 in
Room 122811327 of the Legislative Building. Representatives Alexander, Boles, Dahle, Fisher,

Hardister, Hurley, Lucas, McGrady, Meyer, B. Turner, Willingham, Yarborough, and Zachary

attended.

Representative Chuck McGrady, Chair, presided and called the meeting to order at 3:03 p.m.

The Chair informed the committee that the order of the agenda had changed and they would take

up Senate Bill 11, ABC Regulation and Reform first in order to leave a majority of the time for
the initial introduction of the second bill, House Bill 91, ABC Laws Modernization/PED Study.

The Chair, then, recognized the Sergeant at Arms and Pages in attendance.

The following bills were considered:

SB 11 ABC Regulation and Reform. (Senator Wells)

HB 91 ABC Laws Modernization/PED Study. (Representatives McGradyn Boles, Horn,
Willingham)

The Chair introduced Senator Andy Wells, the bill sponsor of S11, ABC Regulation and Reform,

to explain the bill. After the introduction of the bill, the chair opened the floor for questions and

discussion. Representative Lucas made a motion for a favorable report of S 1 1 and serial referral

to Rules. The motion passed.

The Chair recognized Carol Shaw, clerk and evaluator with the Program Evaluation Division, to
introduce H91, ABC Laws Modemization/PED Study [See Attachments for presentation]. At
the conclusion of her presentation, the chair opened the floor for questions and discussion.

The Chair thanked Carol Shaw for her presentation and reiterated that the chairs will have further
discussion on the bill at a future meeting and opened the floor for public comment. Former

Representative Gary Pendleton asked to speak against Sunday sales that is contained in the report
and in support of ABC board mergers. Representative Frank Iler stated he had concerns over

ABC board mergers and how it can be done with fairness to all impacted towns.

There no further the meeting adjourned at 3:56 p.m.

Representative Chuck McGrady
Presiding

Kimberly N





Updated #1:

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIF'ICATION

2019-2020 SESSION

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

follows:

DAY & DATE: Tuesday, March 19,2019
TIME: 3:00 PM
LOCATION: 1228/1327 LB
COMMENTS:
Rep. Chuck McGrady presiding

The following bills will be considered:

BILL NO. SHORT TITLE
HB 9l ABC Laws Modernization/PED Study.

IFORDISCUSSION ONLYI

SPONSOR
Representative McGrady
Representative Boles
Representative Horn
Representative Willingham
Senator WellssB l1 ABC Regulation and Reform

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 3:58 PM on

Tuesday, March 12, 2019.

_ Principal Clerk
_ Reading Clerk - House Chamber

Kimberly Neptune (Committee Assistant)
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NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

20t9-2020 SESSTON

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

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Tuesday, March 19,2019
3:00 PM
1228fi327 LB
Rep. Chuck McGrady presiding

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 2:49 PM on

Tuesday, March 12, 2019.

_ Principal Clerk
_ Reading Clerk * House Chamber

Kimberly Neptune (Committee Assistant)
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House Committee on Alcoholic Beverage Control
Tuesdayo March l9r20l9r 3:00 PM

12281 1327 Legislative Buildin g

AGENDA

Welcome and Opening Remarks

Introduction of Pages

Bills

BILL NO.
HB 9I

SHORT TITLE
ABC Laws Modernization/PED StudY

IFORDISCUSSION ONLYI

SPONSOR
Representative McGrady
Representative Boles
Representative Horn
Representative Willingham
Senator WellsSB 11 ABC Regulation and Reform.

Presentations

carol shaw of Program Evaluation Division will present H91 PED Study

Other Business

Adjournment
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NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATTVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT
Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

FAVORABLE AND RE-REFERRED

sB 11 (CS#l) ABC Regulation and Reform.
Draft Number:

Long Title Amended
Floor Manager:

None

McGrady
No

TOTAL REPORTED: 1

r illl] ililil llil l] lill lllil lil llll llll lllll lil llil*cllR124-V-1*
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SENATE BILL 11:
ABC Regulation and Reform.

2019-2020 General Assembly

Committee: Senate Rules and Operations of the Senate

Introduced by: Sen. Wells \
Analysis of: Second Edition

Date: February 14,2019
Prepared by: Susan Sitze*

Staff AttorneY

OVERVIEIV: Senate Bill ll would:

increase the maximum ftnes for violations of the ABC laws involving ucts of violence,

controllecl substance, or prostitution occuwing upon the premises, andfor these types of
violations, suthorize the ABC Commission (Commission) to impose conditions on the

operating hours of a business;

require second or third violations to occur htithin three years in order to result in the

imposition offtnes;

increase from $5,000 to $10,000 the maximum amount the Commission can accept in
compromise in lieu of a permit revocation for certain violations;

repeal the Commission's authority to issue a permit to a person at lesst 19 years old who

is a manager of a business, thereby requiring all persons to be at least 21 years old to

ohtain an ABC permit;

allow permittees to seek review of Commission permit decisions before an administrative
law judge;

modify the Commission's authority to summarily suspend or revoke a perrnit upon

receiving ceftain information regarding an undercovet investigation

change the deJinition of a "private club" to include only establishments that are 501(c)

businesses snd that have been in operation for at least 12 months before applying for an

ABC permit;

create a neh, deJinition of "private bar" l
exempt "private bars," as newly deftned, from regulation as a food and lodging
establishment in the same way that "private clabs" sre exempt from such regulation;
and

Cochrane-Brown
Director

Y provide that permits issued to "private clubsr" as dejined before this act becomes law,

would be grandfathered and eligible for renewal as a private bar or a private club, as

applicable under the new deJinitions of those terms.

Karen

til il ilil lil llilll lllil llll lil ll llffi lil llllll lil lil lllil llll lil llffi lil
S11-S!,lSA-2E2-V-6

Legislative Analysis
Division

(919) 733-2s78



Senate Bill 11
Page 2

CURRENT LAW AND BILL ANALYSIS:

Under current law, the ABC Commission is authorized to take any of the following actions against a
permittee for violations of the ABC laws:

. Suspend the permittee's permit for a specified period of up to 3 years

o Revoke the permittee's permit

o Fine the permittee up to $500 for the first violation, up to $750 for a second violation, and up to
$1,000 for a third violation

. Suspend the permittee's permit and impose a fine

Section I would provide thatapermittee's second or third violation would have to occur within three years
of the previous violation in order to result in a fine.

In addition, Section I would provide that for violations of the ABC laws involving acts of violence or the
violation of the controlled substances or prostitution statutes occurring on thelicensed premises, the
maximum fines would be increased to $750 for a first violation, $1,000 fo-r a second violation within three
years' and $1,250 for a third violation within three years. In addition to a fine, the Commission would
also be authorized to impose conditions on the operating hours of the business for these types of violations.
Under current law, in any case when the Commission is entitled to suspend or revoke a permit, the
Commission may accept from the permittee an offer in compromise to piy upenalty of noimore than
$5,000. The Commission may accept the compromise or."uoi.. the permit, tut not both. Section I would
increase the maximum amount of a compromise offer from $5,00tito $t-O,OO0 forviolations involving
acts of violence or violation of the controlled substances or prostitution statutes occurring on the licensed
premlses.

Section 2 would:

o Repeal the Commisiion's current authority to issue permits to 19 year olds who are managers of
a business, thereby requiring a person to be at least2l years old to obtain a permit.

' Require the manager of every business establishment operated by a corporation to qualify for
receiving an ABC permit in order for that business to receive an ABC permit, by removing the
current exception to that requirement for establishments with only off-piemises permits for malt
beverage, unfortified wine, or fortified wine.

' Provide that if none of the other persons listed in the statute amended by this bill section is a
manager or person otherwise responsible for the day-to-day operations of the business, any
manager orperson otherwise responsible for the day-to-day operation of the business must qualify
for receiving an ABC permit in order for that business to receive an ABC permit.

Section 3 would condense several criteria for determining whether an applicant and business location are
suitable to hold an ABC permit into one subdivision.

Section 4 would provide that if the Commission revokes or suspends an ABC permit on the basis that the
location occupied by the permittee is no longer a suitable placelo hold ABC permits or that the operation
of the business with a permit is detrimental to the neighborhood, a permittee could seek review of that
action by an Administrative Law Judge. Under current law, the final decision making authority over ABC
permit revocations or suspensions due to the unsuitability of a business location resides with the
Commission.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

SENATE BILL 11

Judiciary Committee Substitute Adopted 2/l3ll9
Third Edition Engrossed 2ll9/19

Short Title: ABC Regulation and Reform. (Public)

Sponsors

1

2
J

4
5

6
7

8

9
10

11

I2
t3
t4
15

I6
t7
18

t9
20
2l
22
23
24
25
26
27
28
29
30
31

32
JJ
34
35

Referred to

FebruarY 4,2019

A BILL TO BE ENTITLED
AN ACT TO STRENGTHEN THE PERMITTING ENFORCEMENT AUTHORITY OF THE

ABC COMMISSION AND TO MAKE OTHER CHANGES TO THE ABC LAWS.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 188-104 reads as rewritten:

"$ 188-104. Administrative penalties.
(a) Penalties. - For any violation of the ABC laws, the Commission may take any of the

following actions against a permittee:
(l) Suspendlhe permittee's permit for a specified period of time not longer than

three Years',919
(2) Revoke the permittee's permit',g[!
(3) For all violations not listed in subdivision (3a) of this subsection. fineFine the

permittee up to five hundred dollars ($500.00) for the first violation, up to

SeVenhundredfiftydollars($750.00)forthesecond@
three years. and up to one thousand dollars ($1,000) for the third viela+ien;

(&) or

fiftv (3750.00) for first violation. un to one dollars

1

1

operating hours of the business for violations listed in this subdivision.

(4) Suspend the permittee's permit under subdivision (1) and impose a fine under

subdivision €)'.€)91-1@).

from

Ll)
Q

Acts of violence occurring on the licensed premises.

tililililril
-3

ilillllilllllrffi1',| -vruu

acts:

Dremlses.



General Assembly Of North Carolina Session 2019

I
2

J

4

5

6

7

8

9
10

11

l2
13

t4
15

t6
I7
l8
t9
20
2t
22
23
24
25
26
27

the
of to

permit in the same case.
il

SECTION 2. G.S. 188-900 reads as rewritten:
"$ 188-900. Qualifications for permit.

(a) Requirements. - To be eligible to receive and to hold an ABC permit, a person must
satisfy all of the following requirements:

(1) Be at least 2l years

old.

(c) Who Must Qualify; Exceptions. - For an ABC permit to be issued to and held for a
business, each of the following persons associated with that business must qualify under
subsection (a):

(1) Theownerofasoleprepri@lp.
(2) Each member of a firm, association or general @ig(2a) Each general partner in a limited @fp.(2b) Each manager and any member with a twenty-five percent (25%) or greater

interest in a limited liability €effipasf,compg4Jl
(3) Each officer, director and owner of twenty-five percent (25%) or more of the

stock of a corporation except that the requirement of subdivision (a)(1) does
not apply to such an officer, director, or stockholder unless he or she is a
manager or is otherwise responsible for the day-to-day operation of the
gusiness-,business"

(4) The manager of an establishment operated by a @

(5) Any manager who has been empowered as afforney-in-fact for a nonresident
individual or partnership.

(o Any manager or person otherwise responsible for the dalv-to-da)' operation of
the business. if none of the persons listed in subdivisions (1) through (5) of
this subsection are a manager or person otherwise responsible for the

....,, 
dav-to-day operation of the business.

SECTION 3. G.S. 18B-901 reads as rewritten:
"$ 188-901. Issuance of permits.

(c) Factors in Issuing Permit. - Before issuing a permit, the Commission shall be satisfied
that the applicant is a suitable person to hold an ABC permit and that the location is a suitable
place to hold the permit for which the applicant has applied. To be a suitable place, the local
governing body shall return a Zoning and Compliance Form to the Commission on a form
provided by the Commission to show the establishment is in compliance with all applicable
building and fire codes and, if applicable, has been notified that it is located in an Urban
Redevelopment Area as defined by Article 22 of Chapter 160,4 of the General Statutes and as
required by G.S. 188-904(e)(2). Other factors the Commission shall consider in determining
whether the applicant and the business location are suitable are all of the following:

(1) The reputation, character, and criminal record of the applicant.
@
€)
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"(e)

€) Whether the establishment is leeated within 59 feet ef e ehnreht publie seheelt

ef any nenpublie seheel as defined by Pa*t I of Paft 2 ef 
^rti€le 

39 ef ehaptef

ffi
(6) Zoning

the

ln
of the General Statutes.

il

27

SECTION 4. G.S. l8B-90a(e) reads as rewritten:
Business or Location No Longer Suitable. -
(1) +helflbs-Commission

eemplianee rritlr *re previsiens ef Chaper l50B ef the General Statutes; it
finds that the location occupied by the permittee is no longer a suitable place

to hold ABC permits or that the operation of the business with an ABC permit

at that location is detrimental to the nei@
Commission mav commence a contested case under Chapter l50B of the

General Statutes for the suspension or revocation of a permit issued by it.

(2) Thr Co-rnission shall suspend or revoke a permit issued by it if a permittee

is in violation of G.S. 188-309. Notwithstanding @is
seetie*-, G.S. ltB:906-the Commission shall, by order and without prior

hearing, summarily suspend or revoke a permit issued by it if a permittee_ is_in

violation of G.S. 1SB-309(c) when, prior to the period of time for which the

audit is to be conducted, the city council has filed information designating the

location of the Urban Redevelopment Area as required under G.S. l8B-309(a)

and has provided actual notice to permittees located in the Urban

Redevelopment Area that they are located in such an area and must abide by

G.S. 188-309(c). Upon entry of a summary order under this subdivision, the

Commission shall promptly notify all interested parties that the order has been

entered and of the reasons therefore. The order will remain in effect until it is

modified or vacated by the Commission. The permittee may, within 30 days

after receipt of notice of the order, issien

(3)

@ie+statutes for the reversal or modification of the

Commission's order.
eCommission@

J€sued+yl+l+i
General Statutes and witheut a finding ef mitigating evidenee er

€@findsevidencethatthepermitteeorthepermittee'semployee
has been found responsible by a court of competent jurisdiction or the

Commission for two or more violations on separate dates of knowingly

allowing a violation of the gambling, disorderly conduct, prostitution,

controlled substance, or felony criminal counterfeit trademark laws as those

offenses are prohibited pursuant to G.S. l8B-1005(a)(2)' (a)(3)' or (b),

G.S. 18B-1005.1, or G.S. S0-11.1(bX2) or (3), at a single ABC-licensed

premises within a l2-month eeriea-perioa" tne Commiss

a contested case under Chapter 150B ofthe General Statutes forthe revocation

of a permit issued bv it. The permittee and the owner of the property have the

47
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responsibility to monitor the conduct on the licensed premises pursuant to
G.S. 188-1005(b) and G.S. 19-1. Revocation of permits pursuant to this
subdivision shall only apply to the permits issued to the location where the
violations occurred.

(4)NotwithstandingG.S.18B-906,theCommission@
order and without prior hearing. summarily suspend or revoke permits issued
by it@if both of the following apply:
a. Alcohol Law Enforcement agents or local ABC Board officers pre+id€

e Commission Legal Division
staff e*1sgg{din&the ongoing undercover @
sufficiency of the evidence gathered at the time of the consultation.

b. Upon execution of the search warrant resulting from the undercover
operation, five or more persons are criminally charged with violations
of the gambling, assault. disorderly conducto prostitution, controlled
substance, or felony criminal counterfeit trademark laws.

Upon entry of a summary order under this subdivision. the Commission shall
promotlv notifv the permittee that the order has been entered and of the
reasons The order shall in effect until it is modified or
vacated by the Commission. The permittee may. within 30 days after receipt
of notice of the order" commence a contested case under Chapter 150B of tfie
General Statutes for reversal or modification of the Commission's order."

SECTION 5. G.S. 188-1000 reads as rewritten:
"S 188-1000. Definitions concerning establishments.

The following requirements and definitions shall apply to this chapter:

gd. Private bar. - An establishment that is organized and operated as a for-profit
entity and that is not open to the general public but is open onlyto the members
of the organization and their bona fide guests for the purpose of allowing its
members and their guests to socialize and engage in recreation.

(5) Private club. - An establishment that is-or€ani@

+

establishment frem being e-en te the generar publie fer raffles and binge

ien

qualifies under Section 501(c) ofthe Internal
Revenue Code of 1954. as amended. 26 U.S.C. g 501(c). and that has been in

. . ..,, 
oPeration for a minimum of 12 months prior to application for an ABC permit.

SECTION 6. G.S. 18B-1001 reads as rewritten:
"S 188-1001. 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:

(1) 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 cleaned and sanitized container that is filled or refilled and
sealed for consumption off the premises and that identifies the permittee and
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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:

(3)

(5)

k. Private bars.

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 premiseso 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

subdivisiono transfers of wine by on-premises unfortified wine permitees,

purchases of wine by a retail permittee from another retail permittee for the

putpor. 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

bf *in" 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

transfeled product of the transfer. The notice shall be in writing or verifiable

electronic fbrmat and shall identify the transferor and transfereeo 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-

ielephone, 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:

L Private bars.

On-Premises Fortified Wine Permit. - An on-premises fortified wine permit

authorizes the retail sale of fortified wine for consumption on the premises,

either alone or mixed with other beverages, and the retail sale of fortified wine

in the manufacturer's original container for consumption off the premises. The

permit also authorizes the permittee to transfer fortified wine, not more than

iour times per calendar year, to another on-premises fortified wine permittee

that is under common ownership or control as the transferor. Except as

authorized by this subdivision, transfers of wine by on-premises fortified wine

permittees, purchases of wine by a retail permittee from another retail

permittee for the pu{pose 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

Senate Bill 11-Third Edition Page 5



General Assembly Of North Carolina Session 2019

I
2

J

4
5

6

7

8

9

10

ll
l2
13

t4
15

t6
t7
l8
I9
20
2l
22
23

24
25
26
27
28
29
30
3l
32
JJ

34
35
36
37
38
39
40
4t
42
43
44
45
46
47
48
49
50
51

transferee are located within the territory designated bet ween 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 fortified 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:

& Private bars.

(7) Brown-Bagging Permit. - A brown-bagging permit authorizes each individual
patron of an establishment, with the permission of the permittee, to bring up
to eight liters of fortified wine or spirituous liquor, or eight liters of the two
combined, onto the premises and to consume those alcoholic beverages on the
premises. The permit may be issued for any of the following:

I Private bars.
(8) Special Occasion Permit. - A special occasion permit authorizes the host of a

reception, party or other special occasion, with the permission of the
permiffee, to bring fortified wine and spirituous liquor onto the premises of
the business and to serve the same to his guests. The permit may be issued for
any of the following:

f. Private bars.

(l 0) 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. 188-403 and 188-404, (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:

L Private bars.
il

SECTION 7. G.S. l30A-247 is amended by adding a new subdivision to read:
"(1b) "Private bar" is as defined in G.S. 188-1000(4a)."
SECTION 8. G.S. l30A-248(a) reads as rewritten:

"(a) For the protection of the public health, the Commission shall adopt rules governing
the sanitation of establishments that prepare or serve drink or food for pay and establishmenti
that prepare and sell meat food products or poultry products. However, any establishment that
prepares or serves food or drink to the public, regardless ofpay, shall be subject to the provisions
of this Article if the establishment that prepares or serves food or drink holds an ABC permit, as
defined in G.S. 188-101, meets any of the definitions in G.S. l8B-1000, and does not meet the
definition of a private bar as provided in G.S. 130A-247(1b) or a private club as provided in
G.S. 1304-247(2)."
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I SECTION 9. G.S. l30A-250 is amended by adding a new subdivision to read:

2 "(4a\ biltebars.,"
3 SECTION 10. Section 1 of this act becomes effective October 1,2019. Sections 2,

4 5, and 6 of this act are effective when they become law and apply to new permits issued on or

5 after that date. Permits issued to private clubs as defined in G.S. 138-1000(5) prior to the

6 effective date of this act shall be grandfathered and may remain in effect and eligible for renewal

7 asaprivatebarunderG.S. 188-1005(4a)oraprivateclubunderG.S. 18B-1005(5),asapplicable,

8 notwithstanding Section 5 of this act. The remainder of this act is effective when it becomes law.
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HOUSE BILL 91:
ABC Laws ModernizationlPED Study.

20 1 9-2020 Generul AssemblY

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

refer to Rules, Calendar, and Operations of the

House
Reps. McGrady, Boles, Horn, Willingham Prepared by:
First Edition

March 19,2019

Susan Sitze
Staff Attorney

Introduced by:
Analysis of:

OVERVIEW: House Bitt 91 would enact recommendations of the Joint Legislative Program

Evaluation Oversight Committee which would muke the following changes to the Alcoholic Beverage

Control (ABC) laws:

o Requfue the merger of ABC systems located in a county with two or more ABC systems.

. Repeal the parchase-transportation permit reqairement for spirituous liquot.

o Require the ABC Commission to submit a quarterly report on its process for obtaining a contract

for State warehouse services.

o Allow the purchase of individual bottles when placing a special order of spirituous liquor.

. Allow locul ABC Bourds to charge a delivery fee when delivering spirituous liquor to mixed

beverage permittees.

o Allow local governments the option of operating ABC stores on Sundays.

. Allow spirituous liquor tastings dt ABC stores.

[As introduced, this bill was identical to S87, as introduced by Sens. Waddell, Wells, which is

currently in Senate Rules and Operations of the Senate.l

BILL ANALYSIS:
part I of the bill would require counties with two or more ABC systems to merge into one ABC system

by June 30,2021. Any new ABC system established by election in a county where an ABC board is

aiready in existence would be required to merge its board with the existing ABC board.

part II of the bill would repeal the purchase-transportation permit requirement for fortified wine and

spirituous liquor and would ullow uny amount to be purchased and transported. Under current law, G.S'

i gB-:Ol p.o-hibitr the purchase or transportation of more than 8 liters of fortified wine or spirituous liquor,

or 8 liters of the two cbmbined without a purchase-transportation permit. With a purchase-transportation

permit issued under G.S. 188-403, a person can purchase and transport up to 40 liters of fortified wine or

spirituous liquor, or 40 liters of the two combined and a mixed beverage permittee can purchase and

tiansport the amount of fortified wine or spirituous liquor specified on the purchase-transportation permit.

This part would become effective July 1, 2019, and apply to fortified wine and spirituous liquor purchased

on or after thx date.

Legislative Analysis
Division

9 I 9-733-2578

Yaren Cochrane-Brown' Director til til illl lil llilil lilll llll lil ll llilil lllil lill llllll lil ill llli llll li lliixl-it-ti:sMsn-t= El -v-2
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Part III of the bill would require the ABC Commission to make quarterly reports, beginning October 1,
2019, to the chairs of the Joint Legislative Oversight Committee on Justice and Public Safety detailing the
progress made in bidding and selecting an independent contractor for the receipt, storage, and distribution
of spirituous liquor at and from the State warehouse.

Part IV of the bill would authorize ABC stores to allow the purchase of individual bottles of spirituous
liquor purchased through the special order process, and to sell in store any bottles received in excess of
what was purchased by the requesting customer. The Commission may establish and charge a fee to a
customer for special orders. This part would become effective July 1, 2019, and apply to special orders
placed on or after that date.

Part V of the bill would allow local ABC boards to charge a delivery fee sufficient to cover actual costs
if it provides delivery of spirituous liquor to mixed beverage permittees. This part would become effective
July 1, 2019, and apply to deliveries made on or after that date.

Part VI of the bill would allow counties and cities to adopt an ordinance allowing ABC stores under their
operation to be open and selling alcoholic beverages on Sundays. A county or city must consult with its
county or city ABC board before adopting an ordinance. This part would become effective July 1, 20Ig.
Part VII of the bill would authorize spirituous liquor tastings to be held in ABC stores. This part would
become effective July 1, 2019.

Part VIII of the bill would require the ABC Commission to amend its rules consistent with the provisions
of this bill.

EFFECTIVE DATE: Except as otherwise provided, this act would be effective when it becomes law.

BACKGROUND:
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Sponsors: Representatives McGrady, Boles, Hom, and Willingham (Primary Sponsors).

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

Referred to: Alcoholic Beverage Control, if favorable, Financeo if favorable, Rules, Calendar,

and Operations of the House

February 19,2019

A BILL TO BE ENTITLED
AN ACT TO REQUIRE THE MERGER OF ABC SYSTEMS LOCATED IN A COLINTY

WITH TWO OR MORE ABC SYSTEMS; TO REPEAL THE

PURCHASE-TRANSPORTATION PERMIT REQUIREMENT FOR SPIRITUOUS

LIQUOR; TO REQUIRE THE ABC COMMISSION TO SUBMIT A QUARTERLY
REPORT ON ITS PROCESS FOR OBTAINING A CONTRACT FOR STATE

WAREHOUSE SERVICES; TO ALLOW THE PURCHASE OF INDIVIDUAL BOTTLES

WHEN PLACING A SPECIAL ORDER OF SPIRITUOUS LIQUOR; TO ALLOW LOCAL
ABC BOARDS TO CHARGE A DELIVERY FEE WHEN DELIVERING SPIRITUOUS

LIQUOR TO MIXED BEVERAGES PERMITTEES; TO ALLOW LOCAL
GOVERNMENTS THE OPTION OF OPERATING ABC STORES ON SUNDAYS; AND
TO ALLOW SPIRITUOUS LIQUOR TASTINGS AT ABC STORES, AS

RECOMMENDED BY THE JOINT LEGISLATIVE PROGRAM EVALUATION
OVERSIGHT COMMITTEE.

The General Assembly of North Carolina enacts:

PART I. REQUIRE CONSOLIDATION IN COUNTIES WITH MULTIPLE ABC
SYSTEMS

SECTION 1.(a) By June 30,2021, to ensure that no county has multiple ABC
systems, all ABC systems located in a county with two or more ABC systems shall merge in

atcordance with the requirements set forth in G.S. l88-703. Notwithstanding the provisions of
any local act, this section applies to all ABC systems. For purposes of this section, the term "ABC

system" is as defined in G.S. 18B-101.
SECTION 1.(b) G.S. 188-700 is amended by adding a new subsection to read:

"G_!) ber f law

local
G.S. 1

and n

SECTION 1.(c) G.S. ISB-703(e) reads as rewritten:

"(e) Dissolution. - With the approval of the Commission, and subject to the limitation set

forth in G.S. 18B-700(c1). the cities or counties that have merged their ABC systems may

I lllil lil llll lil lill llll llil lil lil
fl91-V-',| *
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dissolvethemergedoperationatanytimeandreSumetheirpriorseparate@
or meree with a different ABC system in accordance with the requirements of this section."

SECTION 1.(d) Subsections (b) and (c) of this section become effective June 30,
202l.The remainder of this section is effective when it becomes law.

PART II. REPEAL PURCHASE.TRANSPORTATION PERMIT REQUIREMENT FOR
SPIRITUOUS LIQUOR

SECTION 2.(a) G.S. 188-303 reads as rewritten:
"S 18B-303. Amounts of alcoholic beverages that may be purchased.

(a) Purchases Allowed. - Without a permit, a person may purchase at one time:

(4) Fortified wine e+g45!_spirituous

(c) Greater Amounts. - Amounts of alcoholic beverages greater than those listed in
@(aX3)af+(aX4}maybepurchasedwithapurchase.transportation
permit under G.S. l88-403."

SECTION 2.(b) G.S. 188-403 reads as rewritten:
"$ 188-403. Purchase-transportation permit.

(a) Amounts. - With a purchase-transportation permit, a person may purchase and
transport an amount of alcoholic beverages greater than the amount specified in G.S. l88-303(a).
A permit authorizes the holder to transport from the place of purchase to the destination within
North Carolina indicated on the permit at one time the following amount of alcoholic beverages:

(1) A maximum of 100 liters of unfortified {n*rc.,'wine.
(a

@
€)

(e) Restrictions on Permit. - A purchase may be made only from the store named on the
permit. One copy of the permit shall be kept by the issuing person, one by the purchasero and one
by the store from which the purchase is made. The purchaser shall display his copy of the permit
to any law-enforcement officer upon reeuest.

(g) Special Occasion Purchase-Transportation Permit. - When a person holds a special
occasion for which a permit under G.S. l88-1001(8) or (9) is required, the
purchase-transportation permit issued to him may provide for the storage at andtransportation to
andfromthesiteofthespecialoccasionofunfortifie0
wine for a period of no more than 48 hours before and after the special occasion. The
purchase-transportation permit authorizes that person to transport only the amounts of those
alcoholic beverages authorized by subsection (a). The Commission may adopt rules to govern
issuance of these extended purchase-transportation permits."

SECTION 2.(c) This section becomes effective July 1, 2019, and applies to fortified
wine and spirituous liquor purchased on or after that date.

PART III. ABC COMMISSION/QUARTERLY REPORT ON PROCESS FOR
OBTAINING A CONTRACT FOR STATE WAREHOUSE SERVICES

SECTION 3.(a) Beginning October 15, 2019, and quarterly thereafter, the ABC
Commission shall submit a written report to the chairs of the Joint Legislative Oversight

47
48
49
50
51
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Committee on Justice and Public Safety detailing the progress made in bidding and selecting an

independent contractor for the receipt, storage, and distribution of spirituous liquor at and from

the State warehouse in accordance with G.S. l8B-20a(a)(3). The report required under this

section shall include all of the following:
(1) The schedule for developing and issuing the Request for Proposal (RFP),

including detailed explanations as to how the Commission is meeting the

milestones identified on the schedule.

(2) An identification of State agencies, departments, and other entities providing

the Commission with technical assistance on RFP development and contract

negotiations, including a detailed description of the assistance that is being

provided.
(3) A description of the Commission's consultation with local ABC boards, as that

term is defined in G.S. 188-101, to ensure the boards' concerns and

expectations are addressed during the RFP development and contract

negotiations.
(4) A copy of the RFP when it is released for bid.
(5) A copy of the final contract entered into pursuant to G.S. 18B-20a(a)(3).

(6) An implementation schedule for transitioning from the existing contract for
services described in G.S. 188-204(a)(3) to the new contract.

SECTION 3.(b) The reporting requirement set forth in subsection (a) of this section

expires upon the earlier of the date of the award of the contract for services described in

G.S. 18B-20a(aX3) or January 1,2022.

PART IV. ABC SPECIAL ORDERS/ALLOW PURCHASE OF INDIVIDUAL BOTTLES
SECTION 4.(a) G.S. l8B-800 reads as rewritten:

"$ t 88-800. Sale of alcoholic beverages in ABC stores.

(c) Commission Approval. - NeExcept as otherwise provided in subsection (c1) of this

section. no ABC store may sell any alcoholic beverage which has not been approved by the

Commission for sale in this State.
Fee. -G_1)

sell in recelves was

order.

SECTION 4.(b) This section becomes effective July 1, 2019, and applies to special

orders placed on or after that date.

PART V. LOCAL ABC BOARDS/ALLOW DELIVERY FEE
SECTION 5.(a) G.S. 18B-701(a) reads as rewritten:

"(a) Powers. - A local board shall have authority +e.to do all of the foll@
(l) Buy, sell, transport, and possess alcoholic beverages as necessary for the

operation of its ABC s+erer,stores. If a local
spirituous liquor to a mixed beverages permittee" the local board may charge

a fee to the permiffee sufficient to cover the actual costs incurred by the local

board in makine the delivery.
(2) Adopt rules for its ABC system, subject to the approval of the

@

il
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(3)
(4)

Hire and fire employees for the ABC system:,l5!em.
Designate one employee as manager of the ABC system and determine his

Require bonds of employees as provided in the rules of the
@
Operate ABC stores as provided in Article 8.,!,
Issue purchase-transportation permits as provided in Article 4{.
Employ local ABC officers or make other provision for enforcement of ABC
laws as provided in Article fi!
Borrow money as provided in W
Buy and lease real and personal property, and receive property devised or
given, as necessary for the operation of the ABC sys+e+,g)rstem.
Invest surplus funds asprovided inW
Dispose of property in the same manner as a city council may under Article
12 of Chapter 160,{ of the General @

(s)

(6)
(7)
(8)

(e)
(l 0)

(1 1)

(12)

SECTION 5.(b) This section becomes effective July 1, 2019, and applies to
deliveries made on or after that date.

PART VI. ALLOW LOCAL GOVERNMENT OPTION/ABC STORE SALES ON
SUNDAY

SECTION 6.(a) G.S. l8B-802(b) reads as rewritten:
"(b) Days. - No ABC store shall be open, and no ABC store employee shall sell alcoholic

beverages, en+ny$unday;New Year's Day, Fourth of July, Labor Day, Thanksgiving Day, or
25 Christmas Day. 534-l .4
26
27 Sunda)r. A local board may otherwise determine the days on which its stores shall be closed."

SECTION 6.(b) Article 6 of Chapter 153,4' of the General Statutes is amended by
adding a new section to read:
"Q 1534-1.45.8. Allow ABC stores to operate on Sundav.

AB

shall

28
29
30
3l
32
JJ

34
35
36
37
38
39
40
4l
42
43
44
45
46

48
49
50
5l

AB
this section."

SECTION 6.(c) Article 8 of Chapter 160,4. of the General Statutes is amended by
adding a new section to read:
"S 1604-205.4. Allow ABC stores to operate on Sundav.

to under
SECTION 6.(d) This section becomes effective July l, 2019.

PART VII. ABC STORES/ALLOW IN-STORE SPIRITUOUS LIQUOR TASTINGS
SECTION 7.(a) G.S. 188-l114.7(a) reads as rewritten:

ll

47

"(a) Authorization. - The holder of a
representative permit, or distillery permit issued
liquor special event permit allowing the permittee

supplier representative permit, brokerage
under G.S. 188-1105 may obtain a spirituous
to give free tastings of its spirituous liquors at

shows, conventions,
balloon races, local

local AB
shopping malls, street festivals, holiday festivals, agricultural festivals,
fund-raisers, and other similar events approved by the Commission."

SECTION 7.(b) c.S. 18B-301(fxl) reads as rewritten:

Page 4 House Bill 91*-First Edition
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1

2
J

4
5

6

7

8

9

10

11

t2
13

I4
15

t6

"(1) Any person to consume fortified wine, spirituous liquor, or mixed beverages

or to offer such beverages to another person at any of the following places:

a. On-Unless a consumer tasting authorized bv G.S. l8B-l 1 14.7 is being

conducted" on the premises of an ABC store.

b. Upon any property used or occupied by a local board.

c. On any public road, street, highway, or sidewalk, unless a consumer

tasting authorized by G.S. 188-l114.7 is being conducted."

SECTION 7.(c) This section becomes effective July 1, 2019.

PART VIII. RULES
SECTION 8. The Alcoholic Beverage Control Commission shall amend its rules

consistent with the provisions of this act.

PART IX. EFFECTIVE DATE
SECTION 9. Except as otherwise provided, this act is effective when it becomes

law

House Bill 91*-First Edition Page 5





House Alcohol Beveroge Control Commiltee
Mqrch 19,2Ol9

Bqckground

Program Evaluation Divislon 
ffi 

Nonh Csrolina Geneml Assembly
2

Chonging How North Corolino Controls

Liquor Soles Hos Operotionol,
Regulot ory, ond Finonciol Romif icotions

A presentotion to the House Alcohol Beveroge Control Committee

Morch 19,2019

Corol Show, Principol Progrom Evoluotor

--d&"*.
ProsramEvaluationDivision ff | | | | ! NorrhCarolinaGenemlAssembly" frlsl

ABC Modernizolion



House Alcohol Beveroge Conlrol Commillee
Morch 19,2019

l7 Stotes Control Liquor Distribution ond Soles

All Conlrol Stqtes '

Government controls
wholeso le distribution,
determines bronds ond
pricing of liquor sold,

ond mointoins o
worehouse

North Corolino is o retoil control stote, but is unique
in thot locol government operotes retoil liquor stores

Program Evaluarion Divhim I j i : ;,1 
I Norrh Carctina cenerat Assenrbly

l

I

a

Licensure Stotes Do Not Directly Porticipote in

Liquor Soles

' Privote businesses reguloted by stote government
conduct wholesole ond retoil liquor soles

' These stotes do regulote vorious ospects of the
liquor industry including

- Where liquor is sold

- Doys ond hours of operotion

- License quotos ond fees

- Limitotions on store locotion

- Locol option

Program Evaluation Division ; ; I Norrh Carolina General Assenrbly
r.,, ..1-t.t-

Reporr pp. I I -l 2

Virginio
West Virginio

Arkonsos
Florido

Georgio
Kentucky

Louisiono.
South Corolino

Tennessee

4

ABC Modernizolion



House Alcohol Beveroge Control Commitlee
Morch 19,2Ol9

Findings

Pregrrm Evaluaaion Dini.ion 
ffil 

North Cerolina General Asenbly
6

,\

lmplementotion of PED's 2008 Recommendotions

Hos lmproved Profitobility ond Efficiency of Most

Locol ABC Boords

Providing the ABC Commission with monqgement

tools for better oversight through performonce

stondords hos increosed

- Overoll profit percentoge for the ABC system from

8.50 to 11 .20/o

- Percentoge of ABC boords with profit morgins of 5o/o

or more from 44o/oto72o/o

- Percentoge of ABC boords with operoting morgins thot

motch or exceed privote liquor retoilers from 31o/o to

62oh 
Report p' I

-"*
Prcgnm Evalur.ion Dinition ffiffi Nofth carclina cenent Assembly

5

)

ABC Modernizotion



House Alcohol Beveroge Control Commiilee
March 19,2Ol9

Finding I

Among southeostern stotes, North
Corolino collects the most public
revenue per gollon of liquor sold,
hos the lowest liquor outlet density,
ond hos the second lowest odult
per copito liquor consumption

Report p, I I

Program Evaluation Ditism 
ffii Noith carctina cenerat Asembly

7

Finding 2

Regulotory ond operotionol
modificotions would be necessory
if North Corolino decided to
chonge how it controls liquor soles

Program Evaltra.ion Di"*t". jjffffi Nor.h carolina ceneral A$embly

Report p, 15

8

,ABC Modernizolion



House Alcohol Beveroge Conlrol Commillee
Morch l9,2Ol9

How Would the Government's Role in

Controlling Liquor Soles Chonge?

Two

choices

Assumes locol option continues
.,. rlil

PropremEvaluationDivision :' i :'' I : 1!1 North carolina Generd Assembly Report pp' I 6- I 7

End Governrnrnl
Coolrol of Relcril

Liquor Snles

Dissolving Locol ABC Boords ond

Closing ABC Stores

' Boord Employees (2,870 full-time ond port-time)

- Employment terminoted

- Pension ond post-employment benefit obligotions

' Locol ABC Boords

- Copitol ond cosh reserves occrue to the locol

oppointing outhority

- Outstonding debts must be resolved before ceosing

operotions

- Liquor stock disposition
Report pp. 1 B-l 9

',"''; l
Proomm Evaluation Division ' | ! North Carolina General Assenrbly l0

ABC Modernizotion



House Alcohol Beveroge Control Commifiee
Mqrch 19,2Ol9

Regulotory Requirements for Privote Retoil
Businesses to Sell Liquor

' Whot types of stores?

- Potentiol retoil venues include pockoge liquor
stores, drug stores, grocery stores, ond gos stolions

- Most southeostern licensure stotes outhorize
pockoge stores to sell liquor

. How mony stores?

- Some southeqstern stote control the number of
stores licensed to sell liquor
. Populotion rotios, fixed number, morotoriums

Report pp. I 9-22

Progmm f,valuation Ditlrm 
ffii Norrh Carulina ceneml Asembty

1l

Regulotory Requirements for Privote Retoil
Businesses to Sell Liquor

' Where would stores be locoted?

- Role of ABC Commission ond locol government in
reguloting locotion of liquor stores

' When would stores be open?

- Most southeostern stotes limit operoting hours for
liquor soles

- Some stotes ollow locol governments to determine
operoting hours including Sundoy soles

Report pp. 22-23

Program Evduation Diti.ion 
ffi Nonh Csrolina General Assembly

ABC Modernizolion



House Alcohol Beveroge Control Commitlee

Morch 19,2Ol9

ABC Commission OPerotions
. ABC Commission moy need odditionol permitting

resources to issue permits to privote wholesole ond

retoil businesses

' ABC worehouse operotions would be offected

under both options

- Worehouse disposition would be necessory if slote ends

control of wholesole liquor soles

- Worehouse controct moy need chonges to occommodote

increosed soles

' Tronsition plonning is importont to ensure citizen

occess ond mointoin government revenues 
Report pp.23_24

-".{ifr*
Program Evaluation D,"t.ton ffi Noflh csrolina General Assembly l3

Public Opinion Fovors Closing

Government-Operoted ABC Stores

Report p. 25

I

Oppose closing ABC

Don'f know/Refused

Don'f know

-r.tu
Prosram Evalua.ion Di"i.ion ITT'IEi Noflh Carolina Ceneral Assemhlv

ABC Modernizolion



House Alcohol Beveroge Control Commiilee
Morch l9,2Ol9

Public Opinion Fovors lssuing Permits to Sell
Liquor to Any Store thot Sells Beer ond Wine

should receive permil to sell liquor

Slores thol only sell liquor should
receive o permit to sell liquor 3l o/o 32o/o

Something else

Don'l know/Refused 9o/o 12.5o/o

Report p. 26

Progmm Evaluation Dtr*t"r fffii Nonh Csrctina cenerat Asembly
I

Finding 3

Chonging North Corolino's system
for reguloting liquor soles \Mould

olso hove finonciol implicotions
for stote ond locol government
revenue

Report p, 26

Prcgmm Eveluetion Dtrtrion fffiIi Nonh Carotina Generat Assembly

ABC Modernizolion



House Alcohol Beveroge Control Commillee
Morch 19,2Ol9

Three Options for Reducing Direct Government

Control of Liquor Soles
Mosl

Governmenl
Co

Privota
Leloil
OpSon

leosl
Governmenl

Co

Licenarrre
Option

' Agency Slore - ABC Commission controls wholesole distribution

ond would controct with ogency stores to sell liquor

' Privole Retoil - ABC Commission controls wholesole distribution

ond would license privote retoil business to sell liquor

' Licensure - ABC Commission would end direct involvement with

selling liquor ond would license privote wholesolers ond retoilers

Pmgram Evaluation D'"*ton #ffft Norlh carolina ceneral AssenrblyReport PP' 30-3 I.,

Finonciol Romificotions of Chonging NC's

System for Reguloting Liquor Soles
. ABC Commission ond worehouse funding

- Replocement funding for Commission would be needed under

the licensure option

. Stote ond locol government revenue

- Revenue con be sustoined with odiustments to the morkup

formulo or by increosing excise toxes

. Liquor consumers

- Access to liquor stores would increose with more stores

- Liquor consumption would olso increose with more stores

. Mixed beveroge permittees 
AppendicesA_c

- Choose where to purchose liquor Report pp. 32-33

.,@
Prcgram Evaluation Df"lrm 

i {ffi,i North Carclina General Assernbly

ABC Modernizolion



House Alcohol Beveroge Conlrol Commillee
Morch 19,2Ol9

Finonciol Romificotions of Chonging NC's

System for Reguloting Liquor Soles
' Liquor suppliers

- Continue to ship product to ABC worehouse under ogency
store ond privote retoil options

- Ship product to privote wholesolers under licensure option
. Liquor Pricing

Decreoses by
14.8Vo

Decreoses by
1.3%

lncr,eoses by
15.7o/o

Retoil

Decreoses by
12.8Vo

Decreoses by
1.1yo

lncreoses by
13.5o/o

Mixed Beveroge

Appendices A - C

ProgramEvatuationDlr.r"r t.]lffij Norrhcarotinac€nemlAssembt!, Report pp.32-33

Finding 4

Opportunities exist to further
modernize North Corolino's olcohol
beverqge control system

Program f,viluarion Dtti"it" lffif_tl, North Carrtina General Assembty

Report p. 34

ABC Modernizolion



House Alcohol Beveroge Control Commillee
Morch 19,2Ol9

Streomlining Locol ABC Operotions Could

tmprove the Efficiency of the ABC System ln NC

Single-county ABC boords hqve more profitoble ond

efficient operotions thon counties with multiple boords

. l7O boords
serve 98 counties

' 33 counties hove
2 or more boords ffil Cornrl", *lth 2 ,{3C 8c*dr

f 6o*nri***tlh 3 Af€sqardr

f Corntlo, *{h il* ABG Bocr{r

Report pp. 35-37

Pmgram Evaluation Ditlrion ffil North c.rolina General Assenrbly
21

Streomlining Locol ABC Operotions Could

lmprove the Efficiency of the ABC System ln NC

. Boord mergers reduce operoting costs ond

increose profitobility, but ABC Commission connot

mondote boord consolidotion or mergers to
improve the system

. Purchose-tronsportotion permits for liquor ore
ontiquoted ond creote unnecessory hossles for
customers ond ABC boords

' Opportunities exist to improve ABC worehouse

oPerotions 
Report pp. 37-41

Progrum Evaluation Diri"to" ilffii Nonh Crrolina General Assembly

ABC Modernizolion
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House Alcohol Beveroge Control Committee

Morch l9,2Ol9

Recommenddtions

Pngrsm Evsluraion Division 
m Norrh Carolina General Asembly

lmproving Customer Services ot ABC Stores
. Speciol order process - Customers musl order q cose

of unlisted liquor; they do not hove option to buy o
single bofile

. Mixed beveroge permittees - Wish to hove liquor
deliveries, but locol ABC boords connot chorge fees

' Opening ABC stores on Sundoy s - 42 stotes ollow
Sundoy liquor soles including 20 stotes delegoting
outhority to locol governments

' Liquor toslings in ABC stores - Liquor consumption is

prohibited in ABC stores so boords connot offer liquor
tostings for customers

Report pp. 4l -44

Pmgram Evaluation Di"i.ion 
ffi Nonh Carolina Gcnent A$embly

,,48C Modernizolion



House Alcohol Beveroge Control Commitlee
Morch 19,2Ol9

Recommendotion

lf the Generol Assembly wishes to
chqnge North Corolino's system for
reguloting liquor, it should oppoint o

ioint legislotive commission to determine
how stote ond locol government roles in

reguloting liquor would chonge

Prcgran Evaluation Di"i"ioo ffi Nolth carclina G€nerat Assembly

Recommendotion I

Direct locol ABC boords locoted in
counties with two or more boords
to consolidote ABC operotions ond

estoblish o merged ABC boord

Prosnm Evaluation Division iffift Noilh carolina Gencnl Assemblv

Report p. 45

ABC Modernizolion



House Alcohol Beveroge Control Committee
Morch 19,2Ol9

Recommendqtion I
. Modify existing stote low

- to mondote mergers in counties with two or more
locol ABC boords thol ore not porticipoting in o
merged boord

- to require cities ond counties thot wish to dissolve
their merged ABC operotions to ioin o different
merged ABC boord rother thon resume seporote
operotions

. Mondote thot oll mergers be completed no
loter thon June 30, 2021

Report p.45

Program Elaluation Diririon 
ffi! Norrh Carclina Generul Assemlrty

27

Recommendqtio n 2

Eliminote the purchose-tronsportotion
permit requirement for liquor in N.C.
Gen. Stot. $$ I 88-303 ond 1 88-403

Program Evalua.ion Ditirion il?ffi] Nonh carctina cenerat Asscmbli

Report p. 46

28
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House Alcohol Beveroge Control Commitlee
Morch 19,2019

Recommendqtion 3

Direct the ABC Commission to report
on the process for obtoining o new

controct for receipt, storoge, ond

distribution of liquor by on

ind epend ent controctor

Report p.46

Prcgran Evaluation ni"ision ffi!! Nonh Carolina General Assenbly

Recommendqtion 3

' Quorterly report should include

- Schedutes for developing ond issuing the RFP ond

tronsitioning to the new controct

- ldentificotion of stote ogencies ond other entities
providing technicol ossistonce

- Description of ABC Commission consultotion with

locol ABC boords

- Copies of RFP ond finol ABC worehouse controct

' First report submitted by October 15, 2019
Report p. 46

Prcgram Evalurtion Oivision 
ffi 

Nonh Carolina Gen€ral Assmbly

ABC Modernizolion



House Alcohol Beveroge Control Commillee
Morch l9,2Ol9

Recommendqtio n 4

Direct the ABC Commission to ollow
ABC stores the flexibility to provide
less thon o full cose of product to o
speciol order customer ond sell the
remoining product in the ABC store

Report p. 47

Progmm Evaluation Dt"*,on 
ffi Norrh Carolina Genenl Assenrbly

3r

Recommendqtion 5

Modify existing stote low to permit
locol ABC boords to chorge mixed
beveroge permittees o delivery fee

Progmm Evaltration Diti.ion 
ffi North Csrolina Geneml Assembly

Report p. 47

32
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House Alcohol Beveroge Conlrol Commitlee
Morch 19,2Ol9

Recommendqtion 6

Consider enocting stote low to ollow

locol governments the option to open

ABC stores on Sundoys

Report p. 48

Prcgmm Evaluation Division fffffJ Nonh csrclina General Assenrbly

Recommendotio n 7

Enoct stote low to ollow in-store

liquor product tostings in ABC

stores in occordonce with the

permit requirements in N.C. Gen.

Stot.$ l8B-lll4.7

Report p,48

Program Evaluation Dr"f.f"" 
iffijl. 

North camlina General Assembly

,ABC Modernizolion
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House Alcohol Beveroge Control Committee
Morch 19,2Ol9

Report ovoiloble online ot
ww\M.nc I e g.net/ P E D/Re p o rts/re po rts.htm I

Progrrm Evaluarion Division fffff Norh carrtina cenerst Asscmbry

ABC Modernizolion



Exhibit 7: Decision Road Map for Changing the Government Role for Controlling Liquor Sales

End Governmenl
Conlrol of Relcil

Liquor Scles

End Governmenl
Conlrol of

Wholesale ond Reloil
Liquor Snles

Delermine disposition of slale-
owned ABC worehouse

Delermine regulotory requirernenls
for privole liqtor dislribulion syslem

Dissolve Locol ABC boords
ond close ABC slores

Delermine regulatory requiremenls for
privote reloil husinesses lo sell liquor

Delermine fhe need fot odditionol
permilting reaourc€$ for ABC

Commission

Delermine implemenlolion schedule
for chonging North Ccrolinors syslem
for regulaling liquor

Source; Program Evoluolion Division.



Exhibit 6

Among Southeastern

States, North

Carolina Collected

the Most Public

Revenue per Wine

Gallon from Liquor

Sales During 2015

Norlh Corolino

Virginio

Alobomo

Mississippi

West Virginio

Kentucky

Florido

Tennessee

Georgio

South Corolino

Arkonsos

Louisiono

428

360

762

763

176

1,271

2,135

552

1 301

986

445

5,356

.58

.59

2.15

3.s0

1.32

3.92

1.42

1 .14

1.73

1.72

2.O4

15.67

36.79

35.4s

32.98

20.49

r 8.19

16.77

r 5.83

r 5.69

r 3.9r

13.70

12.98

9.r 8

1.72

1.77

1.7 5

2.12

1.27

2.08

2.73

2.09

r.89

2.17

2.O3

2.69

455,829,000

381,155,000

203,730,000

92,047,0O0

32,424,0O0

I I 3,192,000

65 1,908,000

153,005,000

I 91,329,000

106,562,000

56,825,000

83,474,O00

Notes: control stotes ore shoded light groy. A wine gollon is equivolent to o stondord
United stotes bulk or liquid gollon. An odult is defined os o person of legol drinking oge
(21 or older), ond the odult populotion is estimoted os of July 1,2015 by the United
Stotes Bureou of the Census.

Source: Progrom Evoluotion Division bosed on informolion f rom lhe Nolionol Alcohol Eeveroge
Confro/ Associofion ond lhe Disti//ed Spirils Council of lhe Unifed Stofes



Exhibit 1g: Counties Served by One ABC Board Had More Profitable and Etficient Operations than

Similar Counties with Multiple ABC Boards During FiscalYear 2016-17

Corteret County 5

.5455

$o 6 r.l5

Woyne Couniy $ :,600

Hoke County 3 $ 3,600 2 .51

Notesr Brunswick County wos comPo red to Corteret County becouse both counlies ore rurol, locoted on lhe coost, ond hove similor

outlet densities. Columbus Counly wos compored to Hoke County becouse both counlies ore ruro l, locoted in eqstern North

Corolino, ond hqve similor populofions. Robeson County wos compored to Woyne County becouse both counties ore rurol, locoted

in eostern North Corolino, ond hove similor The Corteret Counlv ABC Boo rd does not compensote ils boqrd members.

12.60/o 12.9o/o

B.lo/o 16,60/o

12.1o/o l2.lo/o

Source: Progrom Evolvolion Divrsion bosed on informolion from lhe ABC Comrnrssion.

)



Exhibit 12: Distribution of $1.t Billion Revenue from the ABC System for Fiscal Year 2010-17

ABC Boqrds Operotr'ng
Expenses

$ 146,533,1
l3t/o

ABC Commission snd
Worehouse

$ I 6,930,635
1%

Reiohed Working
Copitol

$24,595,461
2%

Stote fxcise Tqx

County-City Disrribuiions

Liquor Soles Tox

Mlxed Severoge Tox

Alcohol Educction

low Enforcement

Rehabilitotion Services

levenue Dislribulion

$74,503,732 7%

$60,467,237 5o/a

$!6,777.951 i.5%

$ I 2,1 zl,8g3 la/o

$8,360,935 4.74%

$4169,05s 0A2%
Cost of Goods $old

$534,944.406
47%

Source: Progrom Evo/uofion Divrsion bosed on doto from the North Corolrno ,ABC Cornmission.



31'.t912019 Letter: Keep the state ABC system - Opinion - The Fayetteville Observer - Fayefteville, NG
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Letter: Kcep the state ABG system
Posted Mar 10, 2019 at 4:00 PM

I am writing in response to the opinion about modernizing ABC stores. North

Carolina does not own or sell retail liquor; local ABC boards do and are regulated

by the NC ABC Commission. The cities or boards of county cornmissioners

appoint their own ABC board and own and run the ABC stores.

In any system, distillers determine the volume of products available for sale.

North Carolina's nonpartisan Program Evaluation Division conducted nrvo

surveys whether the state should close ABC stores and instead allow private

businesses to sell liquor, with only 52 percent and 47 percent in support, but they

werent told that retail prices would increase by 15.7 percent.

The writers advocate for a licensure system; about 9,000 outlets sell beer and

wine in this state from 7 a.m. to 2 a..m.If you visit ABC stores, consider whether

the type and number of current products would even fit in a grocery, pharmacy

or convenience store. AIso, theywant to sell liquor on Sundays. If people need to

buy liquor seven days a week instead of six, they have a problem.

Gary H. Pendleton, retired Army Brigadier General, former chairman,
'Wake ABC Board

hftps:lttvww.fayobserver.com/opinion/2019031 0/letter-keep-state-abc-system 111





Chqnging How North Cqrolinq Controls Liquor
Sqles Hqs Operotionql, Regulclory,

qnd Finqnciql Rqmificqlions

Finql Report to the Joint Legislotive
Progrom Evqluqtion Oversight Commiltee

Report Nurnber 20l9-O3

Februqry ll,2Ol9

f uNE 14,2007
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NonrH CenouNe GeNBner AsspunrY
Legislative Services O ffrce

Paul Coble, Legislative Sewices Officer

P rogran Eualmtio n Diuisio n

300 N. Salisbury Strcct, Suitc 100

l{alcigh, NO 27 603-5925
Tcl. 919-301 -1404 Il x 979 -301 -1' 406

John lN/. Ttl'colte
Director

Februory 11 , 2019

Senstor Brent Jockson, Co-Choir, Joint Legislotive Progrom Evqluotion Oversight Committee

Representotive Croig Horn, Co-Choir, Joint Legislotive Progrom Evoluotion Oversight Commiltee

North Corolino Generql AssemblY

Legislotive Building
l6 West Jones Street
Roleigh, NC 27601

Honorqble Co-Choirs:

The 20l8 Work Plon of the Joint Legislotive Progrom Evoluotion Oversight Committee

directed the Progrom Evoluotion Division to exomine whether North Corolino's olcohol

beveroge control (ABC) system needs further modernizotion ond whether other systems ore

oppropriote for North Corolinq.

I om pleosed to report thqt the ABC Commission cooperoted with us fully qnd wos ot oll times

courteous fo our evoluotors during the evqluotion.

Sincerely,

John W. Turcolte
Direcfor

%/

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EIilPLOYER





Mandatory Evaluation GomPonents

Report 2019-03: Chonging How Norlh Corolino Conlrols Liquor Soles Hqs Operotionol, Regulotory, ond

Finqnciol Rqmificotions

N.C. Gen. $ 120-36.,|4 requires the Progrom Evqluqtion Division to include certoin components in eqch of its

evqluotion reports, unless exempted by the Joint Legislotive Progrom Evoluotion Oversight Committee. The toble

below fulfills this requirement ond, when opplicoble, provides q reference to the poge numbers(s) where the

component is discussed in the report.

(b)(l )

(b)(l )(q)

(bx r )(b)
13-14

(b)( I Xc)
5-6

(b)(1)(d)

(bX t )(e)

8

5

5-6

Quontitotive indicotors used to
determine whelher lhe Progrom or
octivity

Does not duplicote onother
progrom or octivity

Under stote low, the ABC Commission is the only entiiy to
oversee the sole of liquor in North Corolino, ond locol ABC

boords ore the only entities thot con operole ABC stores.

Operotes in occordqnce with low The ABC Commission ond locol ABC boords operote in

occordonce with Chopter l8B of the North Cqrolino Generol

Stotutes,

Aligns with enlily mission The ABC Commission's mission is to control the sole, purchose,

trqnsportoiion, monufocture, consumption, ond possession of
olcoholic beveroges in North Corolino. ln 2008, the Progrom

Evoluotion Division found thot North Corolino did not cleorly

define the mission of locol ABC boords. ln 2010, the Generol

Assembly responded to lhis finding by defining the mission of
locol ABC boords os conlrolling lhe sole of liquor ond promoting

customer-friendly, modern, ond efficient stores.

ls effective The Progrom Evoluotion Division found thot lhe ABC

Commission qnd locol ABC boords ore effectively conlrolling
lhe sole of liquor. Among southeostern stotes, North Corolino

collects the most public revenue per gollon of liquor sold, hos lhe

lowest liquor outlet density, ond hos the second lowest odult per

co pito liquor consumption.

ls efficient The Progrom Evoluotion Division found thor providing the Norih

Corolino ABC Commission with monogement tools for better
oversighr of locol ABC boords hos increosed profitobility ond

efficiency of operolions for mosl boords. Since the ABC

Commission initioted performonce stondqrds in 201l,locol ABC

boord complionce with the stondords hos increosed

o the overoll profit percentoge of the ABC system from

8.5%o to 11.2o '. lhe percentoge of boords with profit morgins ol 5o/o or
greoter lrom 44oklo72o/o, ond

r ihe percenloge of locol ABC boords with operoting
morgins thot motch or exceed privote liquor retoilers
from 31 Yo lo 62Yo'

Findings concerning the merits of the
progrom or ociivity bosed on whether
the progrom or octivity

(bX 1 o)



(b)(l o)(o)

(b)(l o)(b)

(bxr b)

(b)(2)

(b)(2o)

(b)(4) None of the Progrom Evoluotion Division's recommendotions will
require oddifionol costs nor yield sovings.

Estimoted costs or sovings from
implementing recommendotions

The Progrom Evoluotion Division did not find evidence of
duplicolion in wholesole ond retoil liquor soles by rhe ABC
Commission ond locol ABC boords.

Recommendotions for eliminoting ony
duplicotion

Recommendolions I through 7 provide opportunities to further
modernize the currenl system for controlling liquor soles by

r directing locol ABC boords locoted in counties with
multiple boords to form merged ABC boords;

o eliminoting the purchose-tronsportotion permit for
liquor;

r monitoring the selection of o new ABC worehouse
controct; ond

r providing locol ABC boords wirh more flexibility to
chorge delivery fees, serve speciol order customers,
open ABC stores on Sundoys, ond offer in-store tostings
of liquor products.

Recommendotions for moking the
progrom or octivity more efficienl or
effective

During Fiscol Yeor 20,l6-1 7, expenses for the ABC system
included $16.9 million for the ABC Commission ond
worehouse operotions ond $l Zl .l million for locol ABC
boqrds' operoling expenses ond working copitol.

Cost of the progrom or octivity
broken out by octivities performed

The Progrom Evoluotion Division identified three performonce
indicotors for meosuring the effectiveness of stote government
liquor regulotion ond used lhem lo delermine effecliveness of
North Corolino's ABC system for liquor:

r Public revenue per wine gollon. This indicotor
meosures how stote government moximizes revenue
from liquor soles by meosuring the omount of public
revenue collected per wine gollon of liquor sold in o
stote.

o Outlet density per 10,000 odults. This indicqtor
meqsures how stote government regulotion offects
occess to liquor soles outlets. Low outlet density
indicotes stote government operotes or licenses fewer
outlels.

o Adult per copilo liquor consumption. This indicotor
meosures how much liquor is consumed in eoch stote by
dividing the totol omount of liquor (in wine gollons) sold
by the number of odults. low odult per copito liquor
consumption indicotes less liquor is being sold.

ls effective

The Progrom Evoluotion Division's efficiency determinotion is
bosed on the profitobility ond operoting efficiency of locol ABC
boords. Profitobility is on importont performonce meosure
becouse higher profits ollow boords to distribute more money to
their communities. Controlling operoting costs is o component of
profitobility becouse efficient boords ore more likely to hove
higher profit morgins.

ls efficient

1 2-13

44-48

27

N/A

N/A
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Chonging How North Corolino Controls Liquor Soles Hos

Operotionol, Regulotory, ond Finqnciol Romificotions

Summary
The Joint Legislotive Progrom Evoluotion Oversight Committee's 2Ol8
Work Plon directed the Progrom Evoluotion Division to exomine whether

North Corolino's olcohol beveroge control (ABC) system needs further

modernizqtion qnd whether olher systems qre qppropriote for the Stote.

chonging how Norlh corolinq reguloles liquor soles would require

moior regulolory odiuslments. North Corolinq could end government

control of retqil liquor soles or end goYernment control of both wholesole
qnd retqil liquor soles. Both opfions require decisions reloted to dissolving

locol ABC boords ond closing ABC stores, determining regulotory

requirements for privote retqil businesses to sell liquor, ond developing on

implementotion schedule. Ending government control of wholesole liquor

soles would odditionolly require estoblishing regulotory requirements for

o privote liquor worehouse ond distribution system.

chonging North cqrolino's regulotory system would olso offecl slole
qnd locol revenue received from liquor sqles. The Progrom Evoluotion

Division identified three options thot eqch qssumed locql ABC boqrds

would be qbolished ond locql governments would no longer be

responsible for operoting locol ABC stores. These options hove imporlont

finonciol rqmificotions for the Stote ond would qffect the ABC Commission,

stqte ond locol government revenue, ond liquor suppliers qnd consumers.

ln lieu of overhouling North cqrolino's syslem for reguloling liquor
sotes, the Stote could choose to furlher modernize lhe currenl syslem.

Streomlining locol ABC boord operotions could increqse efficiency ond

profitobility. Locol ABC boords ond other stqkeholders identified severql

ideos for modernizing the current system.

lf the Generol Assembly wishes to chonge North corolino's system for
reguloting liquor, it should oppoint o ioint legislotive commission to

determine how stote qnd locol government roles in reguloting liquor soles

would chonge. lf it wishes to modernize the current system, the Generol

Assembly should
r direct locol ABC boords locoted in counties with multiple boords to

form merged ABC boords;
o eliminote the purchose-tronsportotion permit for liquor;

o monitor the selection of o new ABC wqrehouse controct; ond

. provide locol ABC boords with more flexibility to chorge delivery
fees, serve speciol order customers, open ABC stores on Sundoys,

ond offer in-store tostings of liquor products.



ABC Modernizolion Reporl No. 20l9-03

Purpose and
Scope

The Joint Legislotive Progrom Evqluotion oversight committee's 2ol g
Work Plon directed the Progrom Evoluqtion Division to exomine whether
North corolino's qlcohol beveroge control (ABC) system needs further
modernizotion qnd whether other syslems ore qppropriote for North
cqrolinq. The Progrom Evqluqtion Division's 2o0g report Norfh coro/ino!
Alcohol Beveroge control sysfem ls oufdofed ond Needs Modernizotion
recommended thot the Generql Assembly consider whether the current
system of olcohol beveroge control needed further modernizqtion, ond
this report provides informqrion to ossist with such considerotion.

Two reseorch questions guided this evqluotion:

I . Whqt ore the romificotions of chonging how North corolino controls
the sqle of liquor to q wholesole control model or to o ricensure
control model?

2. Whot options exist for improving North corolino's current system
for controlling the sole of liquor?

The Progrom Evoluqtion Division collected ond onolyzed dotq from severol
sources, including

. current ond post North Corolinq ABC lows ond rules;
o fiscol ond operotionql doto for locql ABC boords;
o interviews with

o North Cqrolino ABC Commission members ond stoff,
o monogement of the slote ABC worehouse, ond
o stqff ond boqrd members qt l0 locql ABC boords;

o queries from stqkeholder orgonizotions qnd ossociqfions, including
o North Corolinq Associotion of ABC Boords,
o North Cqrolino Associotion of County Commissioners,
o North Cqrolinq Leogue of Municipolities,
o North Corolino Restquront ond Lodging Associotion,
o NC Spirits Associorion,
o Distillers Associqtion of North Corolino,
o North Corolino Beer ond Wine Wholesolers Associotion,
o North Corolinq Retqil Merchonts Associqtion, ond
o Christion Action Leogue;

o doto on other stotes qnd notionol systems qnd trends from
o evqluotions ond studies of ABC systems conducted in other

stotes,
o the Notionol Alcohol Beveroge Control Associotion,
o the Distilled Spirits Council of the United Stotes, ond
o Beveroge lnf ormqtion Group Focl Book 2016: Beveroge

Alcohol Sfofe Focls ond Regu/ofion;
. o survey of the 168 locol ABC boords operoting one or more

stores;
o on-site inspections of I I ABC stores operoted by 'l 0 locql ABC

boords; ond

' two citizen surveys conducted by the Elon University poll ond High
Point University Poll.
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Background

Exhibit 1

North Carolina ls 1 of 17

Control States

Since Prohibition ended in 1933, stote governments hqve been individuolly
responsible for reguloting the sole ond distribution of olcoholic beveroges.

Systems of regulotion vqry qmong stotes.

Stote governments regulote olcohol through one of two models: control or
licensure. Exhibit 1 illustrotes the distribution of stotes occording to these

two models. Control stotes regulote through licensing qnd tox collection but

olso directly control distribution by providing olcoholic beveroges directly
to consumers ot government-operoted retoil stores or os wholesolers

through retqil estqblishments. Licensure stotes regulote the distribufion of
olcoholic beveroges by licensing suppliers, wholesqlers, ond retoil
businesses selling qlcoholic beveroges ond by collecting toxes on these

beveroges; however, these stqtes do not control distribution. Todoy, there

ore 33 licensure stqtes ond I7 control stotes, including North cqrolinq.l

t2

I--':ll Licensure Slstes

I €ontrol Stofes

source: Progrom Evoluolion Division bosed on informolion from lhe Nofionol Alcohol

Beveroge C onlr ol Associolion.

Currently lhere qre l7 stqles lhot mointqin direct conlrol over lhe
dislribulion qnd sole of liquor. North Corolino is considered q control

stote becouse if directly controls the distribution of liquor qt the retoil qnd

wholesqle level. Control stotes license ond regulote qll individuols in the

olcoholic beveroge industry thqt conduct business, including monufocturers,

importers, wholesolers, ond on/off-premises retoilers. control stqtes mqy

use one of four methods to control the sole of liquor.

o Reloil conlrol slqles. Stote government controls the wholesole ond

retoil distribution of liquor ond, in some cqses, wine. Stqte
government olso determines brqnds ond pricing of liquor sold qnd

mointoins o wqrehouse for distribution. The retoil sqle of olcoholic

beveroges tokes ploce in stores owned, mointoined, ond operoted
by stote government or, in the cose of North Corolino, locol
goYernment.

I Two counties in Morylond operote olcohol beveroge control systems: Montgomery ond Worcesler Counlies.
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a

a

Agency store sloles. Stqte government controls the wholesole ond
retqil distribution of liquor ond sometimes wine, but the retoil sole
of olcoholic beveroges is hondled by controcted ogency stores
selling liquor on beholf of the goyernment. Under this model, stote
governments poy qgency or controcl stores q commission or sell
qlcoholic beveroges to ogency stores qt o discount. Agency stores
ore usuolly retqil esfqblishments thqt set oside o portion of their
store to sell liquor or wine. The stote determines bronds ond pricing
of liquor sold qnd mqintoins o worehouse for distribution to ogency
stores.

Combinolion Stoles. Stote government controls the wholesole ond
retqil distribution of liquor ond sometimes wine, but the retqil sqle
of olcoholic beveroges is hondled by o combinqtion of stores
operoted by stote government ond ogency stores or privote retoil
businesses. ln these stotes, ogency stores ore usuolly locqted in rurol
oreqs with populotions thot connot support q stqnd-olone liquor
store. By controcting with on outlet such os o convenience store,
stote government con ensure residents in rurol qreos hove occess to
liquor ond wine without hoving the expense of mqintoining o store.
The stqte determines the brqnds ond pricing of liquor sold qnd
mqintoins o wqrehouse for distribution to stote-owned ond ogency
stores.

o Wholesqle Stotes. Under this model of control, stqte government
controls the wholesqle distribution of liquor ond, in some coses,
wine. The retqil sole of liquor is hqndled by privote retoil
businesses licensed by the stqte. The stqte determines brqnds ond
pricing of liquor sold in the stqte qnd mointqins q wqrehouse for
distribution to privote retqil businesses. The stqte mqy limit the
locotion qnd number of retoil ouilets.

Exhibit 2 summqrizes which method is used by the 17 control stqtes. North
corolinq is considered q retqil control stote, but is unique in mondoting
locol government control rqlher thon stqte government control of retoil
sqles. ln the two other retqil control stotes, Pennsylvonio ond virginio, stote
government operotes Alcohol Beveroge Control (ABC) stores.
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Exhibit 2

Methods of Alcohol

Beverage Control in the

17 Control States

source: Progrom Evoluolion Division bosed on dolo from the Notionol Alcohol Beveroge

Conlrol Associolion.

The Nodh Corolinq Alcohol Beveroge Conlrol Commission (ABC

Commission) oversees lhe sole of liquor in Norlh Cqrolino under
Chopter l88 of the North Cqrolino Generol Stolules. The Commission's

responsibilities include licensing ond reguloting oll members of the olcoholic

beveroge industry thot conduct business in Norlh Corolino, including

mqnuf octurers, importers, wholesolers, ond on/off-premises retoilers. The

ABC Commission consists of three members oppointed by the Governor,
with one commissioner serving os choir in o full-time copocity ond two other

members serving on q per diem bosis os required. The choir controls qll

mslters reloted to the ABC Commission's responsibilities ond personnel

functions. An qdministrotor, who is oppointed by the ABC Commission,

works ot its direction qnd oversees doy-to-doy operotions.

ln qddition to oversight of locql boords, the ABC Commission is responsible
for issuing qnd confrolling permits for the consumption ond sqle of beer,
wine, ond mixed beveroges. The ABC Commission hos the following duties

ond powers reloted to lhe oversight ond operotion of locol boqrds:

o qdministering ABC lows;

r setting prices for qlcoholic beveroges sold in ABC stores;

r requiring reports ond oudits from boords;
r determining whot bronds of qlcoholic beveroges moy be sold by

stores;
. contrqcting for stqte ABC worehousing operotions;
o disposing of domoged olcoholic beveroges;
o removing, for couse, ony member or employee of o boord;
r supervising purchosing by o boord;
. qpproving rules odopted by ony boord;
r quthorizing the opening qnd locotion of ABC stores;

Notes: Asterisks denote stotes thot olso control the distribution
of wine. Two counlies in Morylond operole olcohol beveroge
control systems: Monlgomery ond Worcester Counties.

Alobqmo
ldoho

New Hompshire*
utoh*

lowo
Michigon

Mississippi*
West Virginio

Wyoming*

North Corolino
Pennsylvonio*

Virginio

Moine
Monlono

Ohio
Oregon
Vermont
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r fixing boilment chorges ond surchorges ossessed on liquor shipped
from the ABC Commission worehouse; ond

o collecting boilment chorges qnd surchqrges from boords.2

The ABC commission receives no generol fund oppropriotions. lts budget is
funded solely from o bqilment surchorge thot is odded to the cost of liquor
sold to ABC stores.

The ABC Commission owns o cenlrol liquor worehouse in Roleigh cnd
conlrqcls with o privole compony lo conducl worehouse operolions. The
wqrehouse controctor's responsibililies include receipt, storoge, ond
distribution of liquor to locol ABC boords. All liquor sold in North Corolino
must first come through the stqte ABC worehouse. Poyment for the
worehouse controcl comes from q boilment system in which ownership of
liquor remoins with the disrillery until it is delivered to locqlABC boords.
This boilment chorge is qdded to the cost of liquor sold to ABC stores qnd
poys for the worehousing ond tronsporting of liquor.

locql boqrds operote relqil slores for Norlh cqrolino's ABC system. Eoch
boord hqs the legol outhority to operote one ABC store thot sells liquor
within its lurisdiction. Additionql stores mqy be operoted with the opprovol
of the ABC commission. ln oddition to retoil liquor soles directly to the
generol public, some locql boqrds qre outhorized to supply liquor to mixed
beveroge businesses such qs restquronts qnd bors. The stote's lz0 locql
ABC boords operote 433 stores ocross Norfh cqrolino. see Exhibit 3 for
mops showing the locotion of locol ABC boqrds qnd ABC stores.

The moiority of boqrds operqte only one ABC store, but 4Oo/o of boords
operote multiple stores within their iurisdictions. Boords employ 2,87o full-
time qnd port-time employees. During Fiscol Yeor 2O1 6-12, ABC stores
sold 79 million bottles of liquor.3

ln 2008, the Progrom Evoluolion Division evoluqred the effecliveness of
the ABC syslem ond identified improvemenl options. The evoluotion,
entitled Norlh Corolino's ,Alcohol Beveroge Conlrol Sysfem ls oufdofed ond
Needs Modernizolion (2008), found North Corolino's ABC system wos
outdoted becouse it hod not kept poce with demogrophic ond economic
chonges ond becouse stqte stotutes limited effective mqnogement. Locol
ABC boords did not hove cleorly defined missions, ond some boords used
this lock of o cleqr mission to lustify ineffective ond inefficient store
operotions. The report recommended modernizing the ABC system by
defining the mission of locql boords, providing mqnogement tools for
better oversight, ond modifying outdoted stotutes.

2 Boilment chorges ond surchorges ore imposed on eoch cose of liquor shipped from the ABC worehouse. The revenue from these
chorges is used to support ABC worehouse ond Commission operotions,
3 See the Progrom Evoluotion Division report entitled Follow-lJp Reporf: lmplemenlolion of PED Recommendolions Hos lmproved locol
ABC Boord Profilobility ond Operolionol Efficiency for detoiled descriptive ond finonciol informotion for locol ABC boords in operotion
os of Morch 1, 2018.
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Exhibit 3: Location of ABC Boards and Stores
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In 2010, lhe Generol Assembly enqcled legislolion to modernize the
Norlh Corolino ABC syslem bosed on Progrom Evqluqlion Division
recommendolions.a The legislotion included the following stotutory
qdditions or chonges:

o provided the ABC Commission with monogement tools for better
oversight of locol boords ond

. increqsed the number of registered voters needed in order for q
city to hold qn ABC store election.

The legislotion qlso direcled the ABC Commission lo promulgate rutes
estoblishing performonce standqrds for locol ABC boords ond required
boords lo comply with lhe slondords. ln 2008, the Progrom Evoluqtion
Division hod found thot stqte low did not qllow the ABC Commission to
enforce minimum stqndords for operotions qnd profitqbility for locql ABC
boords. As o result, the ABC Commission could not mondote chonges to
improve locol boords'operoting efficiency or profitobility. The progrom
Evoluotion Division recommended thot the ABC Commission should develop
performonce stondords, use the stondqrds to meqsure the performonce of
locql ABC boords, ond require low-performing boords to improve. The
Generol Assembly responded by outhorizing the ABC Commission to
promulgote rules for locol ABC boords thot oddressed enforcement of ABC
lows, store oppeorqnce, operoting efficiency, solvency, qnd customer
service. Stqte low qlso mondoted thot locol boords meet oll stqndords for
performonce ond directed the ABC Commission to ensure thqt qll locol
boqrds comply with estqblished performonce stqndords by conducting
performonce oudits ond inspections.

Providing the North Cqrolino ABC Commission wilh monogemenl lools
for better oversighl of locol ABC boords hos increosed profitobilily ond
efficiency of operotions for mosl bocrds. Profitobility is on importont
performonce meosure becouse higher profits qllow boords to distribute
more money to their communifies. Conlrolling operoting costs is on
importont component of profitobility becouse efficient boqrds ore more
likely to hove higher profit morgins. Since rhe ABC Commission initioted
performonce stondords in 20l l,locol ABC boqrd complionce with the
stqndords hqs increqsed

o overqll profit percentoge for the ABC system from 8.Soh to 11.2o/o,
r percentoge of boords with profit morgins of 5o/o or more from 44%o

to 72o/o, ond
o percentoge of locol ABC boords with operoting morgins thot motch

or exceed privote liquor retoilers f rom 31oh to 62%o.

However, legislation increcsing the voler registrolion threshold to hold
o municipal ABC slore eleclion hqs nol eliminqted inefficiencies
resulting from loo mqny ABC slores operoting in close proximity. Also in
2O1O, the Generol Assembly increqsed the registered voter threshold to
hold q municipol ABC store election from 500 to 'l .000 voters. Despite rhe
chonge, the Progrom Evoluotion Division observed thot unnecessory

a Session Low 2O1O-122.
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Exhibit 4

North Carolina's ABC

System Experienced

Substantial Growth

During the Past Decade

competition omong locol ABC boords is still occurring in dry counties where

new boqrds begin operoting ABC stores.s

During lhe post lO yeors, North Cqrolino's ABC syslem hqs seen

substontiol chonges. More counties ond municipolities hqve voted to

outhorize q locql ABC boqrd to operote ABC stores. Locol option qllows

voters in counties, cities, or towns to decide whether liquor is qvoilqble for
sqle in their communities. The number of ABC stores qcross the stqte hos

increosed os new locol ABC boords hove opened stores ond existing

boords odded stores. Totol revenues from the sqle of liquor hos grown

considerobly, including o significont increose in revenue distribution to stote

ond locol governmenls. Exhibit 4 summorizes the growlh in North Cqrolino's

ABC system since 2008.

Locol ABC boords 158 170

Locol ABC boords wilh mixed
beveroge soles

78.50/o 94%

Totql revenue from liquor soles $691 ,969,293 $ 1 ,l 29,1 32,692

Notes: lnformotion for locol ABC boords is current os of Jonuory I ,2O19. Revenue

informotion for 2008 ond 20'l8 comes from Fiscol Yeors 2006-07 cnd 2Q1 6-17,
respectively. Unreloted to fhe 2008 Progrom Evoluoiion Division report, the Stole

excise tox on liquor increosed lrom25Yolo3Oo/o on Seplember 1,2009. To compore

equivolent doto ocross fiscol yeors, the Progrom Evoluotion Division did not include in

the 2008 revenue distriburion number ony retoined mixed beveroge toxes, which were

included in the 2008 report.

Source: Progrom Evoluolion Division bosed on dolo f rom the North Corolino ABC

Commission.

The ABC syslem experienced c nel increqse of l2 locol ABC boords.
During the post 10 yeors, I 2 municipolities ond two counties hove elected

to open qn ABC store ond oppoint o locql ABC boord:
o Asheboro . Spruce Pine

r Belmont r Troutmon

o Burnsville o Voldese
r Morshville o Weoverville
o lndiqn Troil o Wingqte
o Pilot Mountoin . CloY CountY

o Rqmseur o Dovidson CountY

5 For more informotion on the effects of locol ABC boord proliferotion, see poges 15-1 8 of the Progrom Evoluolion Division reporl,
locol ABC Boord Profitobilily ond Operolionol Efficiency.

F oll ow -U p Reporl; lmplemenfolion of PED Recommendolions Hos lmproved
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Three of the five counties thot did not hove on ABc boqrd in 2oog now
hqve oner Cloy County, Mitchell County (Spruce pine), ond yoncey County
(Burnsville). As of 20,l8, Grohom ond Modison counties ore the onry North
cqrolinq counties thqt do not hove on ABC store. Four locol ABC boord
hove merged since 2008.6 The Gqrlond ABC Boord in Sompson County
closed in 2016; sompson county still hos three other municipolities with
locql ABC boords.

Mosl municipolities ond counlies with locql ABC boords hove
outhorized mixed beveroge soles in lheir communilies. Mixed beveroge
soles continue to be on importont source of revenue for boqrds ond their
communities. Mixed beveroge businesses poy q $20 surchorge per four
liters or $3.2s per750 milliliter bottle of liquor purchosed.z onry 1o rurol
boqrds do not offer mixed beveroge soles. Mony municipolities ond
counties, both with ond without qn ABC store, hove elected io outhorize
mixed beveroge soles in the yeors since 2008 becquse the Generql
Assembly eliminqted the requirement thqt o city must operqte qn ABC store
or hold qn ABC store election in order to hold o mixed beveroge election.
This chonge wos bqsed on q recommendotion in the Progrom Evoluotion
Division's 2008 report, Norfh corolrno's Alcohol Beveroge contro! sysfem ls
Oufdoted ond Needs Modernizotion.

North cqrolino's ABC system hos seen few chonges since its iniliol
quthorizqtion in l93z when legislqtion creoled q slole monopoly for the
sole of liquor. This evqluqtion provides qn opportunity to exomine whether
the current system of olcohol beveroge control for liquor needs further
modernizqtion ond to explore the rqmificotions of chonging how North
Cqrolino controls liquor soles.

6 The Toylorsville ABC Boord in Alexonder County chose to merge with the Cotowbo County ABC Boord. Three other mergers occurred
becouse of new ABC store elections. The Sylvo ABC Boord merged with the Jockson County ABC Boord ofter counry voteri elected to
hove on ABC store. The Yodkin Volley ABC Boord formed ofter the Elkin ABC Boord in Surry County ogreed to creote o merged boord
with Jonesville in Yodkin County. The Mocksville-Cooleemee ABC Boord formed ofter the Cooleemee ABC Boord ogreed to Jreote o
merged boord with Mocksville in Dovie County.
z The dislribution of surchorge revenue is defined in stotutei the boord retoins 45o/o ond the Stote receives the remoinder.
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Findings

Exhibit 5

Five Southeastern States

Are Control States and

Seven Are Licensure States

Finding t. Among southeoslern sloles, North Cqrolinq collects the
mosl public levenue per gollon of liquor sold, hos lhe lowesl liquor
outlet densily, ond hqs the second lowesl odult per copilo liquor
consumplion.

As shown in Exhibit 5, five of I 2 southeqstern stotes, including North

Corolino, ore control stotes, whereos Z ore licensure stqtes.

source; Progrom Evoluolion Division bosed on informolion from lhe Nolionol Alcohol

Beveroge Conlrol Associolion ondlhe Beveroge lnformotionGroupFoclBook20l6:
Beveroge Alcohol Slole Focls ond Regulofion.

Among the five control stotes, only North Corolino ond Virginio sell liquor
through government-operoted retqil stores. ln North Corolino, retqil stores
qre owned by locol ABC boords ond stoffed with boord employees. ln

Virginio, retoil stores qre owned by stofe government ond stqffed with

stote employees. Alobomq is o combinotion stqte in which liquor is sold by
both stote-owned stores qnd licensed retoil businesses. Mississippi ond

West Virginiq qre wholesqle stqtes thqt control the wholesole distribution

of liquor but license privote retoil businesses to sell liquor.

Unlike conlrol sloles, licensure sloles do nol direclly porticipcle in lhe
sqle of qlcoholic bevercges. ln these stotes, privote businesses reguloted
by stote government conduct wholesole ond retoil sqles of liquor. The

seven southeostern licensure stotes regulote oll ospects of the olcoholic

beveroge industry by mondoting o three-tier system in which oll members

of the industry qre involved in no more thqn one tier. The system consists of
r monufocturers thot provide olcoholic products to wholesolers;

r wholesqlers lhot distribute the products to retoilers; ond

r retoilers thot sell to consumers.

The North Corolino ABC Commission uses the three tier system to regulote
ihe sole ond distribution of wine ond molt beveroges in North Cqrolino.

Whereos licensure slqles do not direclly conlrolthe distribulion of
liquor, they do regulote vorious ospecls of the liquor induslry. The

qmount of regulotion vories omong soulheqstern licensure stofes, but

regulotions torget the following qreos3

o Where liquor is sold. Licensure stqtes determine whot types of
retqil businesses con sell liquor. Venues where liquor con be sold

include liquor stores (olso known os pockoge stores), drug stores,

grocery stores, ond gos stdrtions or convenience stores. Most

Alobomo

Mississippi

North Corolino

Virginio

West Virginio

Arkonsos

Florido

Georgio

Kentucky

Louisiono

South Corolino

Tennessee
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southeqstern licensure stqtes limit the sqle of liquor to pockoge
stores, but Louisiono qllows liquor soles in qll venues.

r Dqys ond hours of operotions. Licensure stqtes set hours of
operotion for the sole of liquor, though Georgio, Florido, ond
Kentucky qllow locol option determinotion. Sundoy soles ore
reguloted, with some stotes prohibiting Sundoy soles or ollowing
locol option determinotion.

r license quolos. Some southeostern stqtes limit the number of stores
outhorized to sell liquor. Limitotions include estoblishing o fixed
number of ovqiloble licenses, using o populotion rotio, identifying
when citizens ore odequotely served by the existing number of
stores, or imposing o morqtorium.

o license fees. All southeqsfern licensure stotes require o license fee
for the off-premises sqle of liquor. Annuql license fees ronge from
$t00 to 91,365.

o limitqtion on slore location qnd size. Most licensure stotes hove
regulotions limiting where liquor stores con be built or delegote the
responsibility to locol government through zoning regulotions.
Limitqtions include considerqtion of distqnce from ploces of worship
qnd schools.

r Locol option. Most southeostern licensure stqtes hove some form of
locol option outhorizing locol government to hold elections to
determine whether liquor is sold in their communities. As in North
Corolino, some licensure stotes hove dry qreqs where no qlcohol is
sold. For exomple, Arkonsos hos 34 dry counties ovl of 75.

The Progrom Evqluqlion Division identified three performqnce indicotors
for meosuring the effecliveness of slqte governmenl liquor regulotion.
Exhibit 6 provides comporotive informqfion for these indicotors for the I 2
southeqstern stqtes.

o Public levenue per wine gollon. This indicotor meqsures how stqte
goyernmenl moximizes reyenue from liquor soles by meosuring the
omount of public reyenue collected per wine gollon of liquor sold
in q stote.s Liquor pricing is higher in stotes thqt collect more
revenue per gollon of liquor sold.

r Outlet densily per l0,OOO qdults. This indicotor meosures how
stste government regulotion qffects occess to liquor soles outlets.
Low outlet density indicotes thot stqte government operotes or
licenses fewer outlets.

o Adult per copilo liquor consumplion. This indicotor meqsures how
much liquor is consumed in eoch stote by dividing the totol omount
of liquor sold (in wine gollons) by the number of odults.e Low odult
per copito liquor consumption indicotes less liquor is being sold.

8 A wine gollon is equivolent to o stondord United Stotes bulk or liquid gollon.
e An odult is defined os o person of legol drinking oge (21 or older).
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Exhibit 6

Among Southeastern
States, North

Carolina Collected

the Most Public

Revenue per Wine

Gallon from Liquor

Sales During 2015

Kentucky

Florido

Tennessee

Georgio

South Corolino

Arkonsos

Louisionq

1,271

2,135

552

r 301

986

445

5,356

3.92

1.42

1.14

1.73

1.72

2.04

15.67

2.O8

2.73

2.O9

r.89

2.17

2.03

2.69

1 13,192,000

651 ,908,000

r 53,005,000

191,379,000

106,567,000

56,825,000

83,474,O00

16.77

r 5.83

r 5.69

r 3.91

13.70

12.98

9.r 8

Notes: Control stotes ore shoded lighr groy. A wine gollon is equivolent to o stondord
United Stotes bulk or liquid gollon. An odult is defined os o person of legol drinking oge
(21 or older), ond the oduli populotion is eslimoted os of July 'l,2015 by the United

Stotes Bureou of the Census.

Source; Progrom Evoluolion Division bosed on informolion from lhe Nolionol Alcohol Eeveroge

Confro/ Associolion ond lhe Distilled Sprrits Council of the United Stoles

North Corolino collected lhe most public revenue per gollon of liquor
sold omong soulheoslern stotes during 2015. At $36.79 per wine gollon,
North Corolino collected four times os much revenue per gollon os

Louisiono, which collected the lowest reYenue per gollon omong

southeqstern stotes. Notionolly, North Corolino generoted the fourth
highest public revenue per gollon of liquor sold during 20'15. Only
Woshington ($42.49), Utqh ($41.08), ond Vermont ($32.t 8) collected
more per gollon public revenue. Both Utsh ond Vermont ore control stotes;

Woshington wqs q conlrol stqie until 2O1 2, when it become the only control
stqte to convert to licensure.

The five southeostern control stqtes oll collected more public revenue thqn

fhe seven licensure stotes. Control stotes ore in o better position to collect
more revenue from liquor becouse in oddition to toxotion they control
liquor pricing ond con increose revenue by using o higher price morkup.
North Cqrolino, Virginio, ond Alobomq collected lhe most revenue omong
southeostern control stqtes becquse they hove government-operoted liquor
stores ond olso control the retoil price of liquor. Mississippi ond West
Virginio collected comporotively less reYenue becquse they only control the
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wholesqle price of liquor. Licensure stotes typicolly collect less revenue thon
control stqtes becouse they con only generote revenue through tqxotion.

North corolinq hod lhe lowesl liquor oullel density qmong sourheqsrern
slqles during Fiscol Yeor 201 6-17. At O.58 liquor stores per 10,000
odults, North Corolinq hod the second lowest outlet density notionwide.
Only Ohio hod o lower outlet density with 0.55 liquor srores per 10,OOO
odults. Most other southeostern stqtes hqd one or more liquor stores per,l0,000 

odults except for Virginio, which hqd on outlet density similqr to
North corolinq with 0.59 liquor stores per ,l0,000 

odults. Louisionq hod the
highest outlet density notionolly with 15.67 srores per 10,000 qdults.

Comporing oullet densily omong soulheoslern sloles shows thqt lhe
regulolory fromework does not necessorily delermine outlel density.
Three southeostern control stotes hod the lowest outlet density-North
Corolino, Virginio, qnd West Virginio. However Alobqmo ond Mississippi,
two other control stqtes, hod higher outlet density thon four southeqstern
licensure stqtes. Tennessee, Florido, South Corolino, ond Georgio oll hqd
fewer lhon two liquor stores per 'l 0,000 qdults. Outlet density reflects
eoch stote's policy for reguloting the number of stores operoted or licensed
by stote government.

Norlh Corolino hod lhe second lowesl cdult per copito liquor
consumplion omong soulheqslern stoles for 2015. At 'l .72 gollons of
liquor per odult, North Cqrolino hod the third lowest odult per copito
liquor consumption notionwide. Only West Virginio (1.27 gollons) ond Utqh
('l .54 gollons) hod lower rotes of consumption. Overoll, southeostern
control stqtes hod lower qdult per copito liquor consumption thon
southeostern licensure stqtes. Floridq (2.73 gallons) ond Louisiono (2.69
gollons) reported the highest odult per copito liquor consumption in the
southeost.

Chonging how North Cqrolinq reguloles liquor could offect its
performonce on lhese indicotors mecsuring the effecliveness of slqle
conlrol of liquor sqles. lf the GenerolAssembly decides ro modify how the
Stote controls the sqle of liquor, it moy wqnt to consider how policy
chonges ore likely to offect North Cqrolino's performqnce on public
revenue collection from liquor soles, outlet density, ond odult liquor
consumption. For exomple, the Progrom Evoluqtion Division conducted qn
onolysis thqt found o correlotion between liquor outlet density ond liquor
consumption. Stotes with higher outlet density qre more likely to hove
higher liquor consumption.l0 Likewise, modifying government policies thot
increqse or decreose liquor pricing, such os toxotion, hqs olso been shown
to qffect liquor consumption. Acodemic studies comporing qlcohol price ond
overoll olcohol consumption indicote higher prices ore qssociqted with
lower consumption.

r0 The Progrom Evoluotion Division conducted o lineor regression to investigote the relotionship between outlet density per 10,000
odulis ond odult olcohoi consumption in gollons ocross stoles using 2016 doto. A scotterplot of the doto reveoled ttroi itt" ossumption
for lineority wos not met, indicoiing thot o log lronsformotion of the y-oxis (odult olcohol consumption) wos needed. Ordinory Leost
Squores (OLS) regression on the lronsformed doto showed o significont relotionship (p < 0,001) beiween outlet density ond olcohol
consumption (log y = 0.68 + 0.34x), with on R2 volue of 0.29. The R2 volue indicoles 29o/oot the voriotion in consumption is exploined
by the model contoining only outlet densiry.

Poge 'l 4 of 59



ABC Modernizolion Report No. 2019-03

Finding 2. Regulotory qnd operolionql modificotions would be
necessdry if North Cqrolino decided to chonge how it conlrols liquor
sqles.

Some control sloles hove chcnged how lhey regulole liquor sqles ond
provide exqmples of how Norlh Corolinq could chonge ils system. The
Progrom Evqluqtion Division found thot severql control stqtes hove ended
government control of retoil liquor soles by licensing privote retoil
businesses to sell liquor or controcting with qgency stores to sell liquor.
These stotes ore still considered control stqtes becouse they continue to
control wholesole liquor soles ond mointqin worehouse operotions.
Woshington is the only control stote thqt hos wholly ended government
control of wholesole ond retqil liquor soles ond converted to o licensure
model.

o Ending governmenl control of reloil liquor soles. lowo closed its

stote-run stores in 1987 ond licensed privoie retoil businesses to
sell liquor. Liquor stores, drug stores, ond grocery stores were
initiolly licensed to sell liquor, with convenience stores quthorized to
receive licenses in 2010. Additionolly, West Virginio ended the
sqle of liquor in stote-operqted stores in 1990 qnd ,l99'1. 

Stote
liquor stores in West Virginio were bid out to ollow the privote
sector to purchose retoil liquor outlet stores in ossigned morket
zones. Every l0 yeors, morket zones qnd the existing number of
retoil liquor outlet stores in the stqte ore reviewed ond the stqte
rebids licenses. Both lowo qnd West Virginio control the wholesole
price of liquor, but lowo does not set the retoil liquor price ond
West Virginio prohibits retoil prices from being lower thqn 11Oo/o

of the wholesole price of liquor.

Ohio, Vermont, ond Montqnq olso closed their stqte-operoled
stores during the I 990s, but these stotes chose to controct with
ogency stores to sell liquor. Eoch of these three stotes still controls
wholesole liquor soles by selecting liquor products sold in the stote
ond determining liquor pricing.

o Ending governmenl conlrol of wholesqle ond reloil liquor sqles.
lnitiotive I 183 directed the Woshington Stote Liquor Control Boord
to close its stote-run liquor worehouse ond retoil stores ond
privotize the sqle ond distribution of liquor. Moior refqil stores such
qs Costco ond Troder Joes initioted the referendum, which wos not
directed by legislotive oction. Fifty-nine percent of Woshington
voters opproved the initiqtive in November 2O1 1. Woshington's
330 stote-run ond ogency liquor stores qnd the stqte distribution
center closed in Moy 2012 ond were reploced by licensed
privotely owned liquor retoil stores ond distribution systems. Prior
to privotizotion, lhe Woshington Stote Liquor Control Boord
employed 'l 

,01 2 stote employees fo operote its retoil stores qnd

distribution center. These positions were terminqted ond boqrd
odministrotive costs were substontively reduced. As of December
2O18, Woshington hod 1,432 octive retoil liquor licenses. To

mqintoin stote revenue, liquor distributers poy o 5o/o distribuiion fee
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ond liquor retoilers pqy q 17o/ofee on liquor sold. These fees ore
built into the shelf price of liquor. ln oddition, liquor consumers pqy
a 20,Soh retoil sqles lqx on off-premises liquor purchoses.
Woshington collected the most public revenue in the notion from
liquor soles both pre- ond post-privotizotion. Acodemic reseorch
found thqt liquor prices in Woshington hove increqsed substontiolly
following privotizotion with o much lorger increose seen for 750 ml
liquor bottles qnd with wide voriotion ocross store types.

Chonging how North Corolino reguloles liquor soles would require
considerotion of moior regulolory modificqtions. This finding exomines
the legislolive decisions thot would be necessqry for chonging North
Cqrolino's olcohol beveroge control system for liquor. When considering
ony chonges to the system governing how the Stqte controls liquor soles,
the Progrom Evoluotion Division ossumed thqt North Corolino's locol option
process for determining whefher liquor is sold in counties ond municipolities
would be mointoined; in other words, liquor would only be sold in oreos of
the stqte thot hove voted to hove ABC stores ond mixed beveroge soles.

The firsl legislotive considerotion would be delermining how lhe
governmenl's role in conlrolling liquor soles would chonge. Bosed on
the experience of other control stqtes, North Corolino hos two choices for
chonging the government's role:

o end government control of retqil liquor soles or
o end government control of wholesole ond retqil liquor soles.

This initiol decision would guide legislotive considerqtion of the regulotory
ond operotionol modificqtions thot would be necessory for implementing
chonge. As shown in Exhibit 7, both options require decisions reloted to
dissolving locql ABC boqrds ond closing ABC stores, determining the
regulotory requirements for privote retoil businesses to sell liquor,
identifying whether the ABC Commission needs odditionql resources for
permitting ond implementing chonges to the system, qnd determining on
implementotion schedule. Ending government control of wholesole liquor
sqles would require odditionql legislotive considerotions for the disposition
of the stote-owned ABC worehouse ond estoblishing regulotory
requirements for o privote liquor worehouse ond distribution system.
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Exhibit 7: Decision Road Map for Changing the Government Role for Controlling Liquor Sales

Delsrmiria cHrposllion of state*
owned AB€ wsrchoure

Delotmine mguhiory raq*ittmenl*
for privote lQucr di*lribvlion tyrlem

Deierminc implamonlolion *+haduls
for rhcnglng Xorth Ccolinctr tyrlern
for regulcling liquor

Dotsrrulm lh* need f*r tddfflonul
permllllng rercu?oer f.t ABC
Commlscion

Defermine regukrlory rcqulrcmenlc lor
privole rtloll bs:inetrar lo *ll liquor

Dirtolve lccsl ABC hontds
nnd rlnrs Af,C gtorer

Source; Progrom Evoluotion Division.
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Ending government conlrol of retoil liquor sqles would enlcil dissolving
locol ABC boords cnd closing lheir slores. Unlike other stqtes thqt control
retoil liquor soles, North Cqrolinq hos delegoted control of retoil liquor
soles to locol ABC boords thot qre estoblished ond oppointed by county or
municipol governments within the stote. This delegotion would end if the
legisloture decides to end government control of retoil liquor soles ond
trqnsfers this responsibility to privote retqil businesses. The following issues
would require legislotive considerotion if locql ABC boords were dissolved
ond their stores closed:

a locol ABC boqrd employees. Bosed on the most recent doto from
the ABC Commission, locol ABC boqrds employ 2,870 full-time ond
port-time employees. Their employment would be terminoted if
locol ABC stores were closed, qnd eoch locql ABC boord would be
responsible for monoging the reduction in force bosed on its
personnel policies. The legisloture could consider estoblishing o
system-wide process for monoging the reduction in force of locol
boord employees qnd direct the ABC Commission to oversee it.

Pension ond post-employment benefit obligotions. Most locql
ABC boords porticipote in the Locol Governmentol Employees'
Retirement System (LGERS) ond contribute to pensions for full-time
boord employees. Dissolving locol ABC boords would terminqte
locol ABC boord porticipotion in LGERS. The Generol Assembly
recently enqcted stqte lqw estoblishing procedures for employing
units thqt would be qllowed by the Generql Assembly to ceqse
porticipotion in LGERS.II The lqw requires on employer
withdrowing from LGERS to poy the qctuqriol vqluotion of the
unfunded pension liobility for their employees qt the time of
withdrqwol. The estimoted qmount of this liobility for locql ABC
boords could exceed $'l 0O million.r2 The legisloture would need to
request thqt LGERS produce o withdrowol poyment estimqte fbr
eqch locol ABC boord, qnd the legisloture would need to determine
if locql ABC boqrds would be required to mqke these poyments
when they ceose operotions.

Some locol ABC boqrds provide other post-employment benefits
for their full-time employees such os retiree heolth insuronce. lf locol
ABC boords providing these odditionol benefits hqve not mode
orrongements with their oppointing cuthority for providing these
benefits, the legisloture could consider requiring these boords to
determine how to fulfill their obligotions following dissolution of the
boords.

a

a locol ABC boord copitol ossels. Locol ABC boqrds hove copifol
ossets including buildings, lond, equipment, ond vehicles. Bosed on
Fiscol Yeqr 2O1 6-17 finqnciol stotements, the estimoted volue of
these qssets wqs $254 million. The octuol volue of these ossets
would depend on mqrket conditions in locql ABC boqrd
communities. Under stote low, these qssets would occrue to the locol

rr N.C. Gen. Stot. $ I 28-30(i).
r2 The Fiscol Reseorch Division provided this initiol estimote.
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government with oppointing outhority ofter oll boord debts were
poid.l3 The locol government qppointing outhority would determine
the disposition of copitol ossets including whelher stores would be
sold to privote retoil business outhorized to sell liquor. No oction by
the legisloture would be necessqry for the tronsfer of boqrd copitol
ossets to the oppointing outhority.

r locol ABC working copitol occounls. Under stote low, locol ABC

boords mqy set oside q portion of gross receipts, within the limits

set by the rules of the Commission, os cqsh for operotions.l4 With
the opprovol of the oppointing outhority, o locol ABC boqrd olso
moy set oside funds for specific copitol improvements. Bqsed on
finonciql stqtements for Fiscql Yeqr 201 6-17,locol ABC boords
hod collectively retoined $24.6 million in working copitol. Under
stote low, working copitol funds would occrue to the locol
oppointing outhority ofter oll boord debts ore poid.l5 No oction
by the legisloiure would be necessory for working copitol funds to
occrue to the oppointing outhority.

o Locol ABC boord debt. Stqte low outhorizes locolABC boords to
borrow money for the purchose of lond, buildings, equipment, ond
liquor stock needed for store operotion.l6 A locol boord cqn
pledge o security interest in ony reql or personol property it owns
other thon olcoholic beveroges. The locql government oppointing
outhority cqnnot be held responsible for boord debts. lf locql ABC

boqrds qre dissolved, boords with outstqnding debts would hove to
resolve their debts before ceosing operotion. Debts could be poid
from working copitol funds or liquidotion of copitol ossets. No
oction by the legisloture would be necessory to direct locol ABC

boords to poy their debts.

e Liquor stock disposition. Under North Corolino's bqilment system,
liquor ownership remoins with the distillery until liquor is delivered
to locql ABC boords, which meqns eoch boord owns its liquor stock.
lf locol ABC boords ore dissolved, lhe legisloture would need to
estoblish o process for boords to dispose of ond receive
compensotion for ony liquor stock thot remoins in their possession

when they ceose operotions.

Terminoting governmenl conlrol of retqil liquor soles would require
enoclmenl of regulolory requiremenls for privole retoil businesses lo
sell liquor. Considerotion of fte following four questions would ossist the
legisloture in determining the oppropriote requirements for privote retoil
businesses thot wish to sell liquor in North Cqrolino:

1. Whot types of stores would be outhorized to sell liquor?
2. How mony stores would be outhorized to sell liquor?
3. Where would stores selling liquor be locoted?

rr N.C. Gen. Stot.
ra N.C. Gen. Stot.
r5 N.C. Gen. Stot.
r6 N.C. Gen. Srbt.

S0 I 8B-801 (d) ond 1 8B-805.

$ 1 8B-805(d).

5 r 8B-805(d).
$ l8B-702(r).
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Exhibit 8

Most Southeastern

Licensure States Only
Authorize Package Stores

to Sell Liquor for Off-

Premises Consumption

4. When would stores be outhorized to sell liquor?

Whol types of slores would be qulhorized to sell liquor? ln North
Corolino, liquor is sold exclusively in ABC stores thqt ore similqr to the
privotely-owned pockoge liquor stores thqt operote in licensure stotes. By
controst, beer ond wine cqn be sold in drug sfores, grocery stores, ond gos
stotions. The legisloture could consider outhorizing privotely-owned
pockoge liquor stores or extending liquor soles to stores permitted to sell
beer ond wine.

The Progrom Evqluqtion Division found thot most southeqstern stqtes
outhorize pockoge stores to sell liquor. Exhibit B compores where liquor is

sold omong southeostern control ond licensure stotes. ln North Corolinq ond
Virginio, liquor is only sold in liquor stores operoted by locol qnd stqte
government, respectively. Alobomo operotes stote liquor siores but qlso
permits bqrs qnd tqverns to sell pockoged liquor for off-premises
consumption. Most southeqstern stotes ollow other olcoholic beveroges to
be sold with liquor, though some stqtes only include wine. Three stqtes
ollow liquor to be sold in olher retoil venues such qs drug stores, grocery
stores, ond gos stotions thqt qlso ore permitted to sell other olcoholic
beveroges.

Arkonsos*

Florido*

Georgio*

Kentucky*

Louisiono*

South Corolino

Tennessee*

Noies: Control stotes ore shoded light groy. Asierisks designote stotes fhot
qllow other olcoholic beveroges to be sold olong with liquor. Convenience
stores lhot sell gosoline would foll under the Gos Stotion designoiion.

Source: Progrom Evoluolion Division bosed on inf ormolion from the Noliono/ Alcohol
Beveroge Conlrol Associotion ond lhe Eeveroge lnformolion Group Focl Book 2016:
Beveroge Alcohol Slole Focls ond Regu/ofion.
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How mony slores would be quthorized lo sell liquor? Currently, locol
ABC boqrds hove the outhority ond duty to operote one ABC store.
Additionol stores moy be operoted with the opprovol of the ABC

Commission. lf government control of retoil liquor soles ends, the legisloture
could consider whether to control the number of stores licensed to sell

liquor.

The Progrom Evoluotion Division found thot the following southeostern
stqtes con limit ihe number of stores outhorized to sell liquor:

o Wesl Virginio sells liquor licenses every l0 yeors ond determines o
fixed number of stores for lhe stote ond ollocotes them regionolly.

r Florido limits the number of liquor stores in eoch county bosed on o
rotio of I store per7,500 people residing in o counfy qnd holds
quoto lotteries when populotion increoses qllow for new licenses

within o county.

o Kenlucky limits the number of liquor stores in eoch county to q rotio
of I store per 2,300 people residing in o county. ln 2018, the
Kentucky Alcohol Beveroge Control Boord proposed ending the
populotion-bosed license quoto for retoil pockoge liquor stores
becouse it limited competition. The Kentucky Generol Assembly
responded to this proposol by enocting stqte low to preserve the
quoto.

o South Carolino outhorizes its olcohol regulotory qgency to limif the
further issuonce of retqil deoler licenses in o politicol subdivision if
it determines thot the subdivision's citizens ore more thon
odequotely served becquse of the number of existing retoil stores,
the locotion of the stores within the subdivision, or other reosons.

. Tennessee enqcted o three-yeor morqtorium on the issuqnce of
new retoil pockoge store licenses in 2018.

As shown in Finding 1, North Corolinq hos the lowest outlet density qmong

southeqstern stqtes with 0.58 stores per 'l 0,000 qdults. All southeqstern
licensure slotes hqve more thon I store per 101000 odults. Kentucky ond
Louisiono hove the highesf outlet densities in the southeost becouse in those
stotes liquor is sold in stores other thon pockoge stores. Using outlet density
per 10,000 odults could be on option for determining how mony retoil
businesses would be permitted to sell liquor.

ln qddition to controlling the number of stores, some stotes limit the number
of liquor store licenses thot cqn be held by on individuql or business. The

following southeostern stotes impose license cops:

e Arkonsos. Stote low provides thot no person sholl hove on interest
in more thon one retoil liquor permit.

o Georgiq. Stote low provides thot no person sholl be issued more
thon iwo off-premises spirits licenses or hove o beneficiol interest in

more thon two of these licenses, wiih o "person" defined to include
qll members of o retsil deqler licensee's fomily. Stote low includes
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o grondfqther clouse ond o provision for licenses held prior to
mqrrioge.

r Soulh Cqrolino. Stote low provides thot one licensee con hold four
retoil liquor deqler licenses. This limit will increqse to five licenses in
2020 qnd to six licenses in 2022.

o Tennessee. Stote low prohibits off-premises retoil liquor licensees
from directly or indirectly operoting more thqn two licensed retoil
liquor businesses.

Where would slores selling liquor be locoted? ln North Corolino, o locql
ABC boord moy choose the locotion of the ABC stores within its jurisdiction,
subiect to the opprovol of the ABC Commission. lf o municipolity obiecfs to
the locotion of o proposed ABC store, the locol ABC boord mqy request
thot the ABC Commission opprove the proposed ABC store locotion
notwithstonding the obiection of the municipolity. The Commission hos finql
outhority to determine if the operotion of on ABC store ot the contested
proposed locqtion is suitoble ofter providing the municipolity on
opportunity to submit obiections. Locql ABC boords moy close o store, ond
the ABC Commission cqn order q store closed if necessory to protect the
heqlth ond sofety of the community. The ABC Commission hqs rules
prohibiting new ABC stores in certoin qreos including oreos thot qre
primorily residentiql or in unreosonoble proximity to o church, school, or
similor institution.

lf North Corolinq ended government control of retoil liquor soles, the
legisloture could consider how to regulote the locqtion of liquor stores
wifhin counties ond municipolities thot hqve opproved liquor soles.
Reguloting the locqtion of liquor stores could include determining the roles
of the ABC Commission ond locql governments. ln queries provided to the
Progrom Evqluotion Division, both the North Cqrolino Leogue of
Municipolities ond the North Cqrolino Associotion of County Commissioners
emphosized mointoining locol government involvement in reguloting
locqtion of retoil outlets subiect to locol zoning ordinsnces to preserve locol
government's role in mointoining public heolth, sofety, qnd welfqre.

When would slores be oulhorized to sell liquor? ln North Corolino, stote
low directs thot liquor for off-premises consumption con be sold from 9
A.M. until 9 P.M. doily except for Sundoys, New Yeor's Doy, the Fourth of
July, Lobor Doy, Thonksgiving, ond Christmqs. A locql boqrd moy otherwise
determine opening ond closing hours of its stores qnd the doys on which its
stores sholl be closed. Stote low directs thot beer ond wine con be sold for
off-premises consumption Jrom 7 A.M. until 2 A.M. Mondoy through
Soturdoy ond '12 P.M. until 2 A.M. on Sundoys. lf government control of
liquor soles ends, the legisloture could consider whether to mointoin the
some operqting hours for privote retqil business selling liquor or chonge
them.

The Progrom Evqluqtion Division found thot most southeostern stotes limit
operoting hours for liquor soles. Exhibit 9 compores when liquor con be
sold omong souiheostern stotes. Louisionq is the only southeostern stote thot
does not limit when liquor con be sold for off-premises consumption on
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Mondoy through Soturdoy. ln Florido, Georgio, ond Kentucky, operoting
hours for liquor soles qre set by locol governments. ln four stotes, including
North Corolino, liquor stores ore closed on Sundoys, whereqs six stotes
qllow locql governments to determine Sundoy liquor soles.

Exhibit 9

Most Southeastern States

Limit Operating Hours for
Off-Premises Liquor Sales

Arkonsos

Florido

Georgio

Kentucky

Louisiono

South Corolino

Tennessee

7 4,.M.- lA.M., M-F
7 A.M. - Midnight, Sot.

Locol Option

Locol Option

Locol Option

r2A.M.-r2A.M.

Locol Option

Locol Option

9A.M.-7P.M.

8A.M.-t1P.M.

Closed

r0A.M.-l1P.M.

Note: Control stoles ore shoded light groy

Source: Progrom Evoluolion Division bosed on inf ormolion from lhe Nofiono/
Alcohol Eeveroge Control Associofion ond the Beveroge lnformolion Group Foct
Book 201 6: Eeveroge Alcohol Slole Focts ond Regulofion.

Estcblishing q three-lier syslem for liquor soles would be necessory if
lhe legisloture ended governmenl conlrol of wholesole liquor soles in
oddition to retoil liquor soles. Under the three-tier system for reguloting
olcoholic beveroges, monufqcturers provide qlcoholic products to
wholesolers, who distribute the products to retoilers, who sell to consumers.
No one entity con be involved in more thqn one tier under most slote
models, ond eoch tier is reguloted qnd licensed seporotely. ln North
Corolino, stote qnd locol government control the wholesqle ond retoil tiers
for liquor soles, thereby eliminoting the need for q three-tier regulotory
system for liquor sqles. North Cqrolinq olreody hos o three-tier system for
beer ond wine soles, ond the legisloture could consider using the stqte lqw
for reguloting beer snd wine sqles qs o guide for estoblishing o three-tier
system for liquor sqles. For exomple, stqte low ond regulotions include
permit requirements for beer ond wine wholesolers, ond permilting for
liquor wholesolers would be needed if the Generol Assembly ended
government control of wholesqle liquor soles. ln oddition, liquor suppliers,
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including North Cqrolino distilleries, would need to estqblish relofionships
with licensed privote wholesqlers to sell their products in North Corolinq.

Delermining lhe disposition of lhe slole-owned ABC wqrehouse is
onother considerolion lhqt would qccompony ending governmenl
conlrol of wholesqle liquor soles. North Corolino would no longer need q
wqrehouse to store ond distribute liquor if government control of wholesole
liquor soles ended. The contrqct for operoting the ABC worehouse qnd for
performing liquor distribution would be terminqted ond the responsibility
would be tronsferred to privote wholesolers.

The legisloture could consider severol options for ABC worehouse
disposition including:

o ollowing onother stote ogency to use it,
o leosing it to o privote business, or
o selling it.

Tronsferring the ABC worehouse to onother stote ogency would ollow the
Stqte to retoin the osset for future needs. Leosing the ABC wqrehouse
would provide ongoing reyenue for stqte government, whereqs selling it
would provide one-time revenue. lf government control of wholesole liquor
is mointoined, the legisloture would not need to toke oction on the
disposition of the ABC worehouse. However, if government control of retqil
liquor soles is ended, the ABC Commission moy need to modify the controct
for wqrehouse operotions to qccommodote potentiol chonges in the
quontity of liquor sold by privote retoil businesses qnd the distribution
system needed to deliver liquor to on increosed number of stores.

Chonging how North Corolino controls liquor soles olso would affect
ABC Commission permitting operolions ond worehouse operctions.
Currently, the ABC Commission hos permitting stoff lhqt evoluqte qnd issue
permits for the qlcoholic beveroge industry in North Corolino. Under the
current system of government control of wholesole qnd retqil liquor soles,
the Commission does not need to issue permits to privote wholesqle qnd
retqil businesses to sell liquor. Ending government control of retoil liquor
soles would require the ABC Commission to begin issuing permits to privote
retqil businesses to sell liquor. Permils for privote liquor wholesqlers olso
would be necessqry if government control of wholesole liquor soles ends.
Existing permitting stoff moy be oble lo hondle the increqsed worklood,
but moking such o determinotion would be dependent on the number of
retoil businesses permitted to sell liquor ond the renewol schedule for those
permits. The legisloture could consider requesting thot the ABC Commission
evqluote whether odditionql permitting resources would be necesscrry.

A tronsilion plon ond implementolion schedule would be necessory lo
ensure lhot citizens con conlinue lo purchose liquor os North Csrolinq
reduces or ends governmenl control of liquor sqles. A tronsition plon for
ending governmenl control of retoil liquor soles would estqblish when locol
ABC boords would close ABC stores ond when privote retoil businesses
would open. A tronsition plon for ending government control of wholesole
liquor soles would qddress when the ABC wqrehouse would ceose
operotion ond when privote wholesqlers would begin liquor distribuiion.
Tronsition plonning is importont to ensure citizen occess ond mointqin
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government revenue derived from liquor sqles. The legisloture could enqct
qn implementqtion schedule ond direct the ABC Commission to monoge the
trqnsition.

Polling indicotes o preference for qllowing privote retoil businesses lo
sell liquor. Before deciding to chonge North Cqrolino's system for
reguloting liquor soles, the Generql Assembly mqy wont to consider public
opinion regording the issue. To understond how North Cqrolino citizens
would view oltering government control of liquor soles, the Progrom
Evqluqtion Division sought out public opinion on whether or not privote
businesses should be ollowed to sell liquor ond the types of privote
businesses thqt should receive permits to sell liquor. The Elon University Poll

ond the High Point University Poll conducted the citizen suryeys.

As shown in Exhibit 10, the moiority of citizens polled by Elon University
soid they would support q proposol thqt would close ABC stores ond
insteqd ollow privote businesses to sell liquor; this option wos olso the most
populor in the High Point University poll.

Exhibit 10

Public Opinion Favors

Closing Government-

Operated ABC Stores and

lnstead Allowing Private

Businesses to Sell Liquor

Support closing ABC

Oppose closing ABC

Don't know/refused

Don't know

52Yo

320

1 6V"

N/A

470

34%

N/A

1904

Notes: The Elon University Poll used o blended online-phone somple for its survey,
but the ABC questions were only osked of phone respondents to ollow for
confirmotion thot respondents were registered voters in North Corolino, The morgin
of error on these results is +5%. The High Point University Poll olso used o blended
online-phone somple for its survey, but the ABC questions were osked lo both online
ond phone respondents. The online sompling is derived from o ponel of
respondents, ond therefore their porticipotion does not odhere to usuol ossumptions
ossociqled with rondom selection. Becouse of the blended design, the High Point
University Poll provided o credibility intervol ol +5.4 percentoge points to occount
for o troditionol 95 percent confidence intervol for the estimotes (+3.4 percentoge
points) ond o design effect of 1.6 (bosed on the weighting).

Source: Progrom Evoluolion Division bosed on dolo provided by Elon

Universily ond High Poinl University Polls.

As shown in Exhibit 1 1, when osked whot types of businesses should receive
permits to sell liquor, the moiority of citizens polled by Elon University soid
they thought ony store thot currently sells beer ond wine should be qble to
receive o permit to sell liquor; this option wqs olso the most populor in the
High Point University poll.
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Exhibit 11

Public Opinion Favors

lssuing Permits to Sell

Liquor to Any Store that
Sells Beer and Wine

Any store thot currently sells beer or
wine should receive o permit to sell
liquor

Stores thot only sell liquor should receive
o permit to sell liquor

Something else

Don't know/Refused

56%

31%

4%

9%

4go

32%

6.50h

12j%

Notesr "Somelhing else" wos recorded for other responses such os grocery sfores, drug
slores, or government stores. The Elon University Poll used o blended online-phone
somple for ils survey, but the ABC questions were only osked of phone respondents to
ollow for confirmotion thot respondents were registered voters in North Corolino. The
morgin of error on these results is +5o/o. The High Point Universiiy Poll olso used o
blended online-phone somple for its survey, but the ABC questions were osked to both
online ond phone respondents. The online sompling is derived from o ponel of
respondenls, ond therefore lheir porticipotion does not odhere to usuol ossumptions
ossociqled with rondom selection. Becouse of rhe blended design, the High Point
Universiiy Poll provided o credibility intervol of +5.4 percentoge points to occount for
o iroditionol 95 percent confidence intervol for the estimotes (+3.4 percentoge
points) ond o design effect of 1.6 (bosed on the weighting).

Source: Progrom Evoluolion Division bosed on doto provided by Elon
Universily ond High Poinl University Polls.

ln summory, chonging how North Corolino regulqtes liquor soles would
require considerqtion of moior regulolory odiustments. The first legislotive
considerqtion would be to determine how the government's role in

controlling liquor soles would chonge. Bosed on the experience of other
control stqtes, North Corolino could end government control of retoil liquor
sqles or end government control of both wholesole ond retqil liquor soles.
This decision would guide legislotive considerotion of ony subsequent
regulotory ond operotionql modificotions thqt would be necessqry.

Finding 3. Chonging North Cqrolino's syslem for reguloling liquor soles
would also hove finqncicl implicctions for slqle End locql governmenl
revenues.

Norlh Cqrolino's liquor monopoly plays qn importcnt role in lhe Stole's
economy by providing revenue for lhe Stole ond for locol governmenls
thot hqve oulhorized liquor sqles. Totql revenue from liquor soles wos
$1.1 billion in Fiscol Yeor 201 6-17,with 81 7o of sqles coming from
purchoses by the generol public ot ABC stores ond 19oh of soles coming
from purchoses by retoil businesses for resqle os mixed beveroges. Since
Fiscol Yeqr 2006-07, totol revenue from liquor soles hos increqsed 63%.

Stote excise, soles, ond mixed beveroge tqxes from the sole of liquor ore
deposited in the Generol Fund to support the operotion of stote
goyernment. North Corolino received $306.3 million in Fiscql Yeor 2016-
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17 trom liquor soles, on increose of 83Vo since Fiscql Yeor 2006-07.17
Additionql chqrges ond profits from the sole of liquor poy for lqw
enforcemenl, olcohol .educolion, qnd rehobilitqtion services provided by
counties qnd ihe Deporiment of Heqlth qnd Humqn Services. Services
provided by city qnd county government olso qre supported by profits
from liquor soles, thereby reducing the need to rqise property lqxes or
request finonciol ossistonce from North Cqrolinq stqte government.

Exhibit l2 summqrizes lhe dislribution of revenue to stqte ond locql
governments from the sqle of liquor.

Exhibit 12: Distribution of $1.1 Billion Revenue from the ABC System for Fiscal Year 2016-17

ABC Boqrds Operoting
lxpenses

$ 146,533,
l3n/a

121

ABC Cornmission qnd

Worehouse
$ r 6,930,635

1%

Retqined Working
Capltol

$24,s9J.a6t
2o/o

Stole Excise Tax

County-City Dislributiqns

Liquor Soles Tox

fftixed Bevercge Tux

Alcohol Educotion

low *rforcemeni

Rehabilitqtion $ervices

f,evenue Distribution

$7 4,503732 7a/o

$60,467,zJT so/o

$16/77,9s1 | .so/o

$12,171,893 t%

$8,360,935 0.74%

$4169,a55 0.42o/o
Cost of Goods $old

$s34,94a,406
47a/o

Source; Progrom Evoluotion Division bosed on dolo from fhe Norfh Corolino ABC Commission.

Stqle lqw delermines lhe pricing cqlculqtion for liquor sold in Norlh
Cqrolinq qnd the distribulion of lhe resuhing revenue.rs Exhibit l3
identifies

o eoch liquor price component,
r who sels the rote,
r lhe currenl rote,
r where the revenue goes, ond
o how the revenue cqn be used.

r7 Unreloted to the 2008 Progrom Evoluotion Division report, the Stote excise tox on liquor increosed lrom21ok to 30% on September
1, 2009.
r8 N.C. Gen. Stot. $ l88-804.
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Exhibit 13: Summary of Liquor Pricing Components in North Carolina and the Distribution of Revenue Generated from Liquor Sales

Cost of liquor sold

Boilment fee

Boilmeni surchorge fee

Locol ABC boord morkup

Addirionol locol morkup

Stote excise tox

Bottle chorge

Additionol bottle chorge

Stole soles lox

Mixed beveroge surchorge
(ossessed on liquor sold for resole)

Guesl room surchorge
(ossessed on liquor sold for resole)

Stote low 3.5ok Locol government Generol Fund

Stote low 3oo/o Deportmenf of Revenue

Stote low 1f. ond 51. Locol government restricted funds

Stote low 1( ond 5l Locol government Generol Fund

Stote low 7Vo Deportmenl of Revenue

Vo ries Distiller

$].50 ABC Commission Fund

$].15 ABC Commission Fund

39.6oh Gross receipts of ABC boord

c SOoh to Deportment of Revenue
c 45o/o to gross receipts of ABC boord
c 5%oto Deportment of Heolth ond Humon Services

r Distiller operolions ond profit

r ABC worehouse operotions

r ABC Commission operotions

r ABC boord operoting expenses ond working copitol
o 7oh for substonce obuse reseorch, educotion, or

treolmeni
c 5Tofor olcohol low enforcement
r Locol governmenl Generol Fund

. No reslrictions on use

. Stote Generol Fund

o Substonce obuse reseorch, educotion, ond treolment

r No reslrictions on use

. Stote Generol Fund
o Assessed on liquor sold by ABC slores ond distilleries

. Stote Generol Fund
o Some os locol morkup uses

r Substonce obuse reseorch, educotion, ond lreotmenl

r Stote Generol Fund
o Some os locol morkup uses

r Substonce obuse reseorch, educotion, ond treolmenl

Distiller

ABC
Commission

ABC
Commission

ABC
Commission

Stote low

Stote low

$20 per
4 liters

$20 per
4 liters

c 5Ooh to Deportment of Revenue
. 45%o to gross receipls of ABC boord
c 5o/oto Deportment of Heolth ond Humon Services

Source: Progrom Evoluolion Division bosed on N.C. Gen. Sror. $$ 188-804 ond 805 ond informotion from lhe ABC Commrssion.
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Exhibit 14

North Carolina's Formula

for Liquor Pricing

The ABC Commission is outhorized to determine the rotes for the bqilment
chorge qnd the boilment surchorge, which poy for the operotions of the
ABC wqrehouse qnd the ABC Commission. The ABC Commission sets the
locql ABC boqrd morkup to support boord operoting expenses ond
provide revenue for locol governments thqt hove outhorized liquor soles in

their iurisdictions. Stqte low sets the rotes for the other liquor pricing
components. Suppliers set their own prices ond colculote fhe stondqrd
morkup thot determines the shelf prices of their products.

Under stote low, locol ABC boords distribute revenue from their gross
receipts, defined os proceeds from liquor soles, investments, interest
eorned on deposits, ond ony other source.le As shown in Exhibit 13, gross
receipts poy locol ABC boord expenses, qfter which revenue is distributed
to the ABC Commission, the Deportment of Revenue, the Deportment of
Heqlth qnd Humqn Services, ond locql governments.

The retqil price of liquor sold in ABC stores cnd permitted distilleries is
uniform lhroughoul lhe Slqle. The pricing formulo stqrts with the distiller's
liquor price, which olreqdy includes the federol excise tox, ond then o
series of morkups, fees, ond tqxes ore qdded to determine the retoil price.
A mixed beveroge tqx is qssessed for liquor sold to o mixed beveroge
permittee for resole in o mixed beveroge. Retqil customers pqy sqles tqx
on their liquor purchoses, but mixed beveroge permittees do not poy soles
tox becouse they ossess soles toxes when q mixed beveroge is sold.
Exhibit 14 provides on exomple of liquor pricing using the formulo
provided in stqte low.

$15.l.52 Distiller's price (12 bottle cose/8O proof, includes federol excise tox)
+$ I .50 Boilmenr Fee

$153.02 Subtotol cose cost
+60.60 Locol ABC boord morkup (39.6%)
$213.62 Subtotol cose cosr
+64.08 Stote excise tox (30%)
+7.48 Additionol locol government morkup (3.5%)

$285.177253 Cose cost to six decimols
+ 1 .l 5 Boilment surchorge

$286.327353 Subtotol cose cost
+12 Divide obove number by number of bottles in cose

+0.05 Bottle chorge for rehobilitotion
+0.05 Botile chorge for profit distribution
$23.9606 Round the result lo on integer divisible by five cents ($.05)

$23.95 Retoil price per bottle
+$ 1 .68 Srote soles tox (7o/ol

$25.63 Selling price per bollle to on individuol.

$23.95 Reloil price per botlle
+$3.75 Mixed beveroge tox ($3.75 for 0.25 liters)

$27.7O Selling price to mixed beveroge permitlee
(No soles tox on liquor resold os mixed beveroge)

Source: Progrom Evoluotion Division bosed on slole low ond informotion from the ABC
Commission,

1e N.C. Gen. Stot. $ 
'l 88-805
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The Progrcm Evoluqtion Division examined lhree options for chonging
North Cqrolino's qlcohol bevercge conlrol system for liquor in order lo
illustrote the finqnciql implicotions of lrqnsilioning lo q differenl model.
As discussed in Finding 2, severol conlrol stqtes hove closed stote-operoled
reloil liquor slores qnd switched to conlrqcting wilh ogency stores or
licensing privote retqil businesses to sell liquor. These stotes continue to
conlrol lhe wholesqle distribution of liquor, qnd their experiences guided
the development of the ogency store ond privote retqil store options. The
licensure option crssumes thot Norih Corolinq relinquishes direct conirol of
both the wholesqle qnd retoil mqrket for liquor qnd licenses privote
wholesolers ond relqil business to sell liquor. Woshington's conversion lo
stote licensure qnd southeqstern stoles'opprooch to licensing guided
developmenl of the licensure option. These oplions qssume thqt locql ABC
boords would be obolished ond locql governments would no longer be
responsible for operoiing locol ABC stores. ln oddition, the Progrom
Evoluotion Division qssumed thql North Cqrolinq's locol option process
would be mqintqined qnd ihus liquor would only be sold in qreqs of ihe
stqte thqt hqve voted lo hqve ABC stores qnd mixed beveroge soles.

Direct governmenl involvemenl in liquor sqles would be reduced under
ecch option. The ogency siore qnd privote retoil options eliminote
governmenl-run ABC stores, but the ABC Commission would slill control lhe
wholesqle liquor operotions including liquor selection. The ABC Commission
slill controls retoil liquor prices under the ogency store option, but would
only control the wholesole price under the privote retqil model. Under the
licensure model, the ABC Commission would no longer hqve direcl
involvemenl with selling liquor ond would regulote the liquor industry by
licensing privole wholesqlers qnd relqilers to sell liquor in Norlh Cqrolinq.
Exhibit I5 shows where eoch oplion would be locqled on q coniinuum from
most to leost government conlrol.

Morl
Oovemment

Conhcl

leqal
6overnmcnl

Coohol
Exhibit 15

Direct Government
Control of Liquor Sales

Would Be Reduced lf
North Carolina Changes

Liquor Regulation

€srrenl
AEC

Sy*lem

,dgency
Stoie

Optlon

Privole
Retcil

Option

licensrrre
OPllon

Source: Progrom Evoluotion Division.

Exhibit l6 describes in more detoil how eoch option would qffecl North
Cqrolinq's qlcohol beveroge control system ond compores the options to
Norlh Cqrolins's currenl system for controlling liquor soles.
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Exhibit 16: ABC Commission Role in Regulating Liquor Sales Changes Depending on the Control

Option Selected

ABC Commission controls centrol liquor worehouse

ABC Commission licenses privote wholesolers to distribure liquor

x
xTr

Locol governments operote ABC siores

ABC Commission controcts with ogency stores to sell liquor

ABC Commission licenses privote retoil stores to sell liquor

,C

x
T

x
I

J<

x
x

ABC Commission determines liquor selection

Privote wholesoler determines liquor selection

Privoie retqil store determines liquor selection

T

x
J(

,(

x
x
J'

ABC Commission determines wholesole liquor prices

Privote wholesolers determine wholesole liquor prices

ABC Commission determines retoil liquor prices

Privote reloil businesses determine reloil liquor prices

x

,c

Jc

J(

J'

x
JC

x

MXB permittees purchose liquor from ABC stores

MXB permiltees purchose liquor from ogency stores

MXB permiltees purchose liquor from privote reloil stores

x
x

J.

*

x

,(

x
J(

x
x
xMXB permiltees purchose liquor from privote wholesolers

Notes: MXB stonds for mixed beveroge'

Source; Progrom Evoluotion Divrsion.

Chonging how North Cqrolino leguloles liquor sqles would hqve
importont financiol rqmificqlions for the stote. Predicting the exoct
outcome of oltering North corolino's current syslem for reguloting liquor

sqles is not possible. However, the Progrom Evoluqtion Division conducted

onolysis to qddress the following finqnciql questions regording possible

chonges to North Cqrolinq's system for reguloting liquor soles'

o How would funding for the ABC Commission ond worehouse be

off ected?
o Could North Cqrolinq sustoin o similor level of stqte ond locql

government revenue?

o Whot chonges would consumers experience when purchosing

liquor?

The onolysis used estimqted liquor soles ond revenue dqtq from the ABC

Commission for Fiscol Yeqr 20.l7-1 I to estimqte the finqnciql implicotions

of chonging North Corolinq's system for reguloting liquor to eqch of the
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three options previously outlined. specificolly, the gool of the onolysis wos
to mointoin Fiscql Yeqr 2017-18 estimoted reyenue distributed to the
stote ond to locql governments for eqch option, qs well os revenue for the
ABC commission ond wqrehouse operotions for options thot require their
operotion. Appendices A-C provide o detoiled onolysis of the vorious
finonciql ond operotionql considerotions qnd rqmificqtions thqt would
occompcrny q decision to chonge North Corolinq's current system to one of
these three options. For eoch option, Exhibit 17 summqrizes the finonciol
romificqtions, which ore discussed in more detoil below.

Exhibit 17: Financial Ramifications of Ghanging How North Carolina Regulates Liquor Sales

ABC Commission funding Mointqins bqilment surchorge for Commission

No boilment surchorge would be
chorged by Commission;
replocement funding source
would be necessory

Slole governmenl levenue No chonge to pricing formulo

Locol ABC morkup Eliminoies 39.6% locql ABC boord morkup

Mointqined by odding 1%
morkup to stote pricing formulo

Mointoined by increosing stote
excise tox on liquor from 30o% to
33.6Vo

Privole wholesqle operolions No chonge Assumes privote wholesolers odd
20%o wholesole morkup

Retoil liquor consumplion lncreoses by esiimoted 2Oo/o with higher outlet density

Mixedbeverogeliquorprice Decreosesbyestimoted 12.8%o Decreosesbyestimoted 1.17o lncreosesbyesrimoted 13.5%o

Note: See Appendices A through C for more informotion on how romificotions for eoch options were determined

Sourcer Progrom Evoluolion Division.

Finonciol romificqtions for the ABC Commission, slole ond locol
governmenl revenues, liquor consumers, mixed beveroge permifiees,
qnd dislilleries vory depending on the oplion:

o Funding for lhe ABC Commission qnd worehouse. Under the
qgency store qnd privote retoil options, the ABC Commission qnd
wqrehouse would continue to be funded through boilment fees. The
licensure option eliminotes the need for the boilment fee for the
ABC wqrehouse, but leqves no mechonism to qssess the boilment
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a

a

a

surchorge io fund the ABC Commission becouse the Commission

would no longer operqte o liquor worehouse.

Under the licensure option, the Generol Assembly would need to

oppropriote funds to support the ABC Commission or identify o

different mechonism to poy for Commission operotions. Currently,

the ABC Commission is wholly supported by the liquor industry, so

the Generol Assembly could consider o funding mechqnism thot
would include oll qlcoholic beveroges reguloted by the ABC

Commission: beer, liquor, ond wine.

Slqle ond locol governmenl levenue. Under qll three options,

stote ond locol government revenue con be sustqined by moking

odiustments to lhe morkup formulo or by increosing excise toxes.

The precise qmount of growth in liquor soles would offect the

odiustments necessory to sustoin stote ond locol government

revenue. The Progrom Evqluofion Division ossumed o 2Oo/o increose

in soles. A growth rqte lower thon 2Ooh would increqse the

odiustmeni needed to sustoin revenue, whereos o higher growth

rote would reduce it.

Permit fees from qgency stores or privote retqil businesses licensed

to sell liquor ond privote wholesolers licensed to distribute liquor

olso would provide revenue to the Stqte's Generql Fund. The

qmount of revenue would vory depending on the omount of the

permit fees ond the number of stores licensed to sell liquor. For

exomple, if North Corolinq levied q $,l,000 onnuql permit fee for
I,OOO privote liquor stores, the Generql Fund would receive $ I

million.

Liquol consumets. Under qll three options, consumer qccess to

liquor stores would increqse becouse the number of retqil locqtions

selling liquor would increose (the Progrom Evqluotion Division's

onolysis ossumed 1,000 stores for eoch option). Retoil liquor

consumption would increqse qs q result of higher outlet density
(onolysis qssumed on increqse from 0.59 to 1.35 stores per I 0,000
odults), which meqns thot stqte ond locol revenue from liquor soles

could be mqintoined with o smqller increose in morkup or excise

tqxes. Liquor pricing would vory depending on the option; prices

ore estimqted to decreose under the ogency store ond the privote

retoil options qnd increose under the licensure option. Prices

increose under the licensure option becouse privote wholesolers

must qdd o morkup in order to profit from liquor distribution. Under

the privote retqil ond licensure options, liquor pricing would no

longer be uniform stotewide becquse the ABC Commission would

not control retoil liquor pricing.

Mixed beveroge permitlees. Under oll three options, mixed

beveroge permittees would be oble to choose where they wont to
purchose liquor becouse they would no longer be ossigned o

specific locol ABC boord. Under the licensure model, mixed

beveroge permittees could choose to purchose liquor from o
privote retoiler or wholesqler. Similor to liquor pricing for
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consumers, liquor pricing for mixed beveroge permiltees qlso would
vory depending on the option. Under the privote retoil qnd
licensure options, liquor pricing would no longer be uniform
stotewide; os o result, some mixed beveroge permittees moy get
better pricing if they purchose lorge quontities of liquor on o
regulor bosis.

o Liquor suppliers. Under the ogency store ond privote retoil
models, liquor suppliers would continue to ship their products to o
centrol wqrehouse controlled by the ABC Commission. Liquor
brokers would continue to represent liquor suppliers to ogency
stores or privote retoilers. Under the licensure model thot follows
the three-tier model, liquor suppliers, including North Corolinq
distilleries, would sell their products to privote wholesolers. The
liquor brokeroge system would no longer be needed becouse
privote liquor wholesolers would sell liquor to privote retoilers ond
mixed beveroge permittees.

ln summory, chcnging how North corolinq reguloles liquor soles wourd
qffecl slote ond locol revenues received from the sole of liquor. The
Progrom Evoluqtion Division identified three options for chonging North
Corolino's olcohol beveroge conlrol system for liquor bosed on the
experience of other stotes. These options qssume thqt locol ABC boqrds
would be qbolished ond locql governments would no longer be responsible
for operoting locol ABC stores. Direct government involvement in riquor
sqles would be reduced under eqch option. chonging how North cqrolinq
regulotes liquor soles hos importont finonciol romificqtions for the Stqte
qnd would offect the ABC Commission, stote ond locol government
revenues, ond liquor consumers.

Finding 4. opportunities exist lo further modernize Norlh corolino's
olcohol beveroge conlrol syslem.

As discussed previously, chonging North corolino's system for reguloting
liquor soles would require significont regulotory ond operotionol
modificotions qnd would offect stote ond locol government revenues. As on
olternotive, the current system could be modernized, which could include
streomlining locol ABC boqrd operotions ond ollowing locol ABC boords
greoter flexibility in improving customer qccess qnd service.

lncreosing the regislered voter threshold for holding o municipor ABC
store eleclion hqs nol eliminqted inefficiencies resulting from loo mony
boords operoling ABC stores in close proximity. The progrom Evoluqtion
Division found in 2008 thot the low threshold for holding o municipol ABC
store election cqused o proliferotion of locol boqrds in dry counties.2o To
reduce unnecessqry competition qnd inefficiencies cqused by too mony
boqrds operoting ABC stores in close proximity, the Progrom Evqruqtion
Division recommended thot the registered voter threshold be increosed
from 500 to 5,000 so thot communities would hove q lorge enough
populotion to sustoin on ABC store qnd not offect the profitobility of other

ny olcoholic beveroges.
20 A counly is considered "dry" if lhe county or ony municipolities in it hove not voted to ollow the sole of o
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locql ABC boords locqted in o dry county. lnsteod, the Generql Assembly

increosed the registered voter threshold to hold o municipol ABC store

election to 1,000 voters. Nine communities locqted in dry counties hove

voted to hove on ABC store since the registered voter threshold wss

increosed to 1,000.21 Three communities-Belmont, Romseur, ond

Troutmon-oppointed q locql ABC boord ond opened qn ABC store. The

Progrom Evoluotion Division found thot gross liquor soles decreosed for
other neorby boords when these communities opened their stores, which

indicotes thot the new boords reduced sqles for neorby boqrds qs

opposed to generoting new soles.22

Thirly-three Norlh corolino counlies hcve mulliple ABC boords, cousing

inefficiencies. Currently, I70 locql ABC boords serve 98 counties.23 Of
these boqrds, I 08 ore locoted in 33 counties. The remqining 65 counties

with locol ABC boqrds ore served by o single county ABC boord, merged

ABC boord, or municipol ABC boqrd. As shown in Exhibit 18, omong the 33

counties with multiple ABC boqrds, 'l 2 counties hqve two boords, 1 1

counties hove ihree boords, ond I0 counfies hqve four or more boords.

Exhibit 18: Thirty.three North Carolina Gounties Are Served by Two or More LocalABG Boards

Ceuntis wifh 2 ABC Boqrds

Cour:rties wifh 3 ABG Bourds

Cssnli*s with 4* ABC Bnrrd*

Note: Grohom ond Modison Counlies do not hove ABC boords.

Source: Progrom Evoluolion Division bosed on informotion from ihe ABC Commission.

Single-counfy ABC boqrds hqve more profitoble ond efficienl operolions
thnn some counlies wilh mulliple boqrds. The Progrom Evqluotion

Division colculqted the countywide profitobility ond operoting morgins for
Fiscql Yeor 2O16-17 ior three counties with multiple locol ABC boords:

Brunswick, Columbus, ond Robeson Counties. Performonce for these counties

wos compqred to similor counties served by o single county ABC boqrd.
Exhibit I 9 shows the comPorison.

2r The effective dote for the 1,000 registered voler lhreshold wos October l, 2010.
22 For more informotion on the effects of locol ABC boord proliferotion, see poges 15-l 8 of the Progrom Evoluotion Division report,

Follow-IJp Reporl: /mp/em enlolion of pED Recommendolions Hos lmproved Locol ABC Boord Profilobilily ond Operotiono/ Eff iciency.

23 Grohom ond Modison Counties do not hove ABC boords.
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Exhibit 19: Counties Served by One ABC Board Had More Profitable and Efficient Operations than
similar counties with Multiple ABC Boards During Fiscal year 20j6-17

Corteret County r.15

Woyne County $ 3,600 5

Hoke County $ 3,600 .51

Notes: Brunswick County wos compored lo Corteret County becouse both counlies ore rurol, locoted on the coost, ond hove similor
outlet densities. Columbus County wos compored to Hoke County becouse bolh counties ore rurol, locoted in eqslern North
Corolino, ond hove similor populotions. Robeson County wos compored to Wqyne County becouse both counties ore rurol, locoted
in eostern North Corolino, ond hove similor populotions. The Corteret Counry ABC Boord does not compensote its boord members.

source; Progrom Evoluolion Division bosed on informotion from rhe ABC commissjon.

overoll, eqch of the three counties with multiple ABC boqrds hqd lower
profits ond higher operoting morgins thqn their comporison county with o
single county boqrd. Two of the seven ABC boqrds in Robeson county were
borely profitoble during Fiscol Yeor 2ol6-12 ond olso hod operoring
morgins obove 20oA.24 ln Columbus County, the Loke Wocqmow ABC
Boord experienced O.1 3oh profit ond on operoting morgin over 23y0.
Lower profits ond higher operoting morgins meon thqt locor oppointing
outhorities receive lower distributions from liquor soles. During Fiscol yeqr
2016-17, the Moxton, Red Springs, qnd Rowlond ABC Boqrds in Robeson
county ond the Loke Wocqmow ABC Boqrd in columbus county were qll
unoble to distribute funds to their communities.

With eight municipol boqrds ond q county boord, Brunswick county hos the
most locol boqrds in North cqrolino. currently, its nine boords operote 1 I
stores. Although oll locql boords in Brunswick county ore profitoble
becouse the county is o tourist destinotion, hoving numerous boqrds creotes
inefficiencies qnd forces unnecessory competition. However, cqrteret
County, which qlso is q tourist destinotion, hos only one boord, qnd it is
more profitoble ond efficient thqn the nine boords in Brunswick county. ln
Fiscol Yeor 2o16-17, the corteret county ABC Boqrd distributed $1.6
million or 11o/o of totol soles of $,l4.3 million to the county ond

2a The Moxion ABC Boord experienced 'l .37o profit ond o 22.4Yo operoting morgin. The Red Springs ABC Boord experienced 0.9%o
profit ond o 23.2o/o operoting morgin. The Lumberton ABC Boord olso reported 0.4%o prolk,though ir operotions were offected by
Hurricone Michoel in 2017.

65

.545

3

$o

2
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municipolities in comporison to $1.3 million or 6oh of totql sqles of $21.6

million thot wos distributed by the nine boqrds in Brunswick County.

Streqmtining locol ABC board operolions could improve efficiency of the

olcohol beveroge conlrol syslem in North cqrolino. Eoch locol ABC

boord hqs between three ond five members, which meqns thot counties with

multiple ABC boords oppoinf mqny more ABC boqrd members lhon

.ornii", with only one ABC boqrd. Most ABC boqrds provide compensotion

to their boord members. As shown in Exhibit 19, the nine ABC bosrds in

Brunswick County hove 29 totol boord members who were poid o

combined $38,1 60 for their services during Fiscql Yeqr 2O16-17. By

controst, lhe Corteret County ABC Boord hos five members qnd chooses not

to offer compensotion to its boqrd members, which results in o cost sovings

for the boord. Whereqs the seven ABC boords in Robeson County spent

$24,512 to compensote their boqrd members, the Woyne County ABC

Boord only spent $3,600.

Eoch locql ABC boord olso employs o generol monoger to oversee

operotions qnd sometimes to serve os finqnce officer for the boqrd.

Generql monoger compensotion vories qmong ABC boqrds with smoller

boords tending to pqy lower sqlories. ABC boqrds in Brunswick County

collectively poid over $42O,OOO to compensqte nine generol monogers in

Fiscql Yeqr 2O1 6-17, whereos the Corteret County ABC Boord poid obout

$75,OOO to compensote one generol mqnqger. Operoting expenses,

including compensotion ond per diem for boqrd members ond

compensotion for generol monogers, detrqcts from the locql revenue

qvoiloble for the boqrd to distribute to locol oppointing quthorities.

Boqrd proliferotion limits opportunilies resulting from economies of

scqle. ioords with two or more stores qre more likely to hqve o centrql

worehouse to store liquor ond qlso qre likely to hove more frequent

deliveries becouse their volume of soles ore higher. The two most common

locol boord comploints reported to lhe Progrom Evoluotion Division were

o frequency or dotes of worehouse deliveries, ond

r ovoilobility of product in the worehouse when ordering'

Under current operoting stondords, worehouse orders qre first-come, first-

served ond delivery is scheduled bqsed on soles volume. When boqrds

leveroge sqles ond storoge spoce ocross q county, they ore qble to

increose the number of monthly deliveries qnd the probobility of receiving

populor or hord-to-get items. ln oddition, locol ABC bosrds with o centrql

worehouse or more sforoge spqce qre oble to stock up when liquor

products go on sole, thereby increosing their profits'

Boqrd mergers reduce operoling cosls qnd increqse profitobility. ln

2}Og,the Frogrom Evoluotion Division found thot merging ABC boords

resulted in increosed efficiencies. The High Country ABC Boqrd formed

when three ski resort communities locqted in close proximity to eoch other

decided to merge three boqrds becouse their three sepqrofe stores were

struggling finonciolly. The High Country ABC Boord closed two stores qnd

opened o new store thqt wos centrqlly locoted qmong the ski resorts. As o

result, operoting morgins ond profitobility improved'
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2s ln oddition to
County chose to

The Triod Municipol ABC Boord is the lorgest merged boord with l4 stores
serving Winston-solem ond six other communities locoted in Forsyth, Dovie,
Guilford, qnd Yodkin counties. During o 2008 site visit, boord stoff noted
thot merged operotions generote more revenue for eoch community
becouse sovings qre ochieved through combined monogeriol,
qdministrotive, finonciol, worehousing, ond low enforcement functions.

since 2008, only four merged ABC boards hove formed, bringing rhe
slcte's totolto I I merged boords.2s As shown by the experienls of the
High country ond Triod Municipol ABC Boords, boord consolidotion is o
proven woy to reduce operoting costs qnd control store proliferqtion. Three
of the most recent boord mergers occurred os o result of o new community
voting to hove qn ABC store. Jonesville chose to merge with the Elkin ABC
Boord to form the Yodkin volley ABC Boord, with o single store serving
both communities. Mocksville merged with cooleemee in Dovie county to
form the Mocksville-cooleemee ABC Boord; this merged boord is plonning
to open on ABC siore in Mocksville. Finoily, the Jockson county ABC Boqrd
merged with the sylvo ABC Boord qfter the former county voted to hove
on ABC store.

The Progrom Evqluolion Division found thol merged boords were more
likely lo oulperform ABC boqrds in rerms of profit ond operoring
morgins. Exhibit 20 provides the number of stores, profitoLility
percentqges, ond operoting morgins for merged ABC boords. whereos
19.6% of qll locolABC boords in North cororino hove o profitmorgin of
1oo/o or higher, 4oo/o of merged boqrds hqve o profit morgin ol loyo or
higher.

the mergers resulting from o new communily voting to hove qn ABC store, the Toylorsville ABC Boord in Alexonder
merge with the Cotowbo County ABC Boord.
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Exhibit 20

Merged Boards Are More

Likely to Outperform Other

ABC Boards in Profit and

Operating Margins

Alomonce Municipol 6.2Vo 18.60/0

Gostonio 9.2% 15.7Vo

High Country 10.loh 15.00h

Montgomery MuniciPol 2.gYo 22.1%

Triod Municipol '14 12.1Vo 12.6%

Note: The Mocksville-Cooleemee ABC Boord \Mos not included in this onolysis becouse

its merger occurred in 2018.

source: Progrom Evoluolion Division from dolo provided by the ABC Commission.

For qnother point of comporison, the Progrom Evoluqfion Division found

thot privote liquor retoilers in South Cqrolino ond Florido hod operoting

morgins between 14o/o qnd l87o during the 2008 evqluqtion of the ABC

system. Whereos 620/o of qll locol ABC boqrds motch or exceed privote

liquor stores in South Cqrolino ond Florido, 8Oo/o of merged locol ABC

boords hove operoting morgins thot mqtch or exceed privote liquor stores

in these two stotes.

The ABC Commission connol mondole boqrd consolidolions or mergers

lo improve the ABC system. According to ABC stotutes, the ABC

Commission cqn qpprove mergers, but it does not hove the outhority to

compel consolidqtion to improve system efficiency.26 lf qll ABC boords

locqted in o county were required to merge into one boord with one

generol mqnoger, the resulting merged boqrd would use o smoller

percentoge of operoting costs for compensotion ond per diem qnd

,ubt.qrently distribute o higher proportion of revenue thon multiple

boordi locqted in the some county. Bqsed on the experience of merged

ABC boords, moving to q system with o single boord would reduce

operoting costs qnd increose profitobility for counfies with multiple ABC

boords.

Purchose-lronsporlolion permils ore q holdovel flom on elo of grecler

concern over boollegging ond do nol reflect Gurrenl qttitudes oboul

cccess lo olcoholic beveroges. The purchose-trqnsportqtion permit

requirement wos cr provision of the I 937 Act esfoblishing North Cqrolino's

ABb system ond wqs intended to deter bootlegging, o pervosive problem

during Prohibition. Although the Progrom Evoluotion Division recommended

its eliminotion during its 2OOB evoluotion, the stqtute remoins, limiting the

5

5

2

26 N. C. Gen. Stot. S I 8B-]00.
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omount of liquor thot con be purchosed without o permit to g liters or I o
bottles (250 milliliters). During the course of this evoruotion, the progrom
Evoluqtion Division ogoin found thot locol boords thought the purchose-
tronsportotion permit requirement wos ontiquoted, hindered soles, ond
creqted unnecessory hossles for customers, porticulorly those who moke
lorge purchoses infrequently. severol boords recommended the permit be
eliminoted or the omount of liquor requiring o permit be increqsed.

opporlunilies exisr for improving srore wqrehouse operorions ond
conlrocl requiremenls. The wqrehouse controctor's responsibilities include
receipt, storoge, ond distribution of liquor to oll ABC boqrds qcross the
stote. The current onnuol contrqct costs $8 million qnd is poid through
bqilment fees. ln 2o18, the stqte Auditor found thqt the ABC commission
did not procure, odminister, qnd monitor the contrqct with LB&B Associotes
for the worehousing qnd distribution of liquor in occordqnce with stote
policies ond best proctices, resulting in uniustified costs to the stqte.zz ln
response to the oudit, the current choirmon of the ABC commission
occepted oll findings ond promised to implement qll necessory chonges to
ensure efficiency in ABC operotions. As port of these chonges, the ABC
Commission will openly bid for worehouse services before the expirotion of
the current contrqct in 2021. The ABC commission plons to work with the
Division of Purchosing ond Controct in the Deportment of Administrotion,
the Attorney Generql's Office, qnd others who hqve expertise in
developing similor Requests for Proposol (RFps) ond contrqcts. The
commission plons to develop RFP requirements qnd estqblish the
implementotion timeline in 2019. The progrom Evqluotion Division surveyed
locol ABC boords ond found widespreod interest in issues surrounding
wqrehouse services, including the delivery schedule ond billing.

A controcted service of this scqle ond complexity is unique in North
corolinq stote government ond moy require speciolized rogisticol plonning
ond expertise beyond whot the Division of purchosing ond controct qnd
Altorney Generql's office con provide. As the ABC commission prepores
to rebid North cqrolino's liquor worehouse controct, other control sfotes
with privote worehouse orrongements mqy be o resource for technicol
ossistonce.

The Progrcm Evqluorion Division found thqr contror srotes hove q
voriely of liquor worehousing qrlongemenls. overoll, most control stotes
own qnd operqte their liquor wqrehouses with government employees.
severql stotes, like North corolino, own qt leqst one worehouse but
contrqct with o privote compqny to operote the wqrehouse ond distribute
liquor to stores. Two stotes, Michigon ond Ohio, do not own liquor
worehouses qnd contrqct for worehouse services. Exhibit 21 provides
informotion on worehouse orrongements for eqch control stqte.

27 Oflice of the Stote Auditor. (2018, August)' Alcoholic Eeveroge ControlCommission Worehouse Confrocf. performonce Audit. Roleigh,
Stote of North Corolino.
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Exhibit 21: Most Control States Own and Operate Their Liquor Warehouses

Stote Stote Privote
Alobomo Yes

Stote Stote Stote
lowo Yes

0 Privote Privoie Privote
Michigon Yes

Stote Stote Privote
Montono Yes

2 Slole, Privole Privole Privole
Norlh Corolino Yes

Oregon Yes Stote Stote Stqte

Wyoming No Stote Stote Stote

Nole: Stotes received "Stote, Privote" designotion when both slole government qnd privote controctors own or operoie the

worehouse or distribution system.

Source; progrom Evoluolion Division bosed on informolion from lhe Nolionol Alcohol Beveroge Conlrol Associofion'

Speciol order ptocess. Liquor products thqt qre not listed on the opproved

stote price listing moy be speciol ordered. A retoil or mixed-beveroge

customer must contoct o locol ABC boord ond moke o request to purchose

q cose of unlisted liquor. The locol ABC boord then mqkes o request to the

ABC Commission. The Commission contocts the vendor for the price ond

qdvises the locql boord, which then odvises the customer os to how much

eqch cose will cost. customers do not hove the option to buy o single bottle

of speciol order liquor; they ore required to buy o cqse. The speciol order

must be prepoid by the customer to the locql ABC boord, which ploces the

order with the Commission. During this evoluotion, the Progrom Evoluqtion

Division heord the contention thot locol ABC boqrds should be ollowed to

let customers purchqse q bottle of speciol order liquor ond then sell the

remoining boitles in the cqse on store shelves qt their discretion. This chonge

would oltw locol ABC boords to better serve their retqil qnd mixed-

beveroge customers who connot qfford or do not need q full cqse of

speciol trder liquor. The ABC Commission does not currently chorge on

qdministrqtive fee for monoging the speciol order process for locol ABC

2
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boords becquse the number of specior orders is limited by the requirement
thot o customer must purchose q full cqse. Under o more flexible process,
the number of speciol orders would be expected to increose, ond the ABc
commission noted thot more stqff resources might be needed to monoge
speciol orders.

services for mixed beveroge permifiees. stote lqw prevents locol
ordinonces from requiring odditionol permits or fees beyond those
estoblished in low, which meons thqt locqr ABC boqrds cqnnot chorge
mixed beveroge permittees o delivery fee.28 The progrom Evoluotion
Division heord from locol ABC boords qnd stokeholder groups thot mixed-
beveroge permittees would prefer to hqve riquor delivered to them. ln
order to remedy the inconvenience, some locol boords reported thot they
provide o free delivery service to mixed beveroge permittees despite
qssocioted costs. lf locol ABC boqrds hod the outhority to chorge o
delivery fee, more boqrds would be likely to offer the service io mixed-
beveroge permiltees.

opening ABC stores on Sundoys. stqte low prohibits locol boqrds from
selling qlcoholic beveroges between the hours of 9:00 p.M. ond 9:00 ,A.M.
qnd on sundoys.2e The Progrom Evqluotion Division heord from some locql
ABC boords qnd stokeholders thqt communities should hove the option to
open ABC stores on sundoys. stokeholders noted thqt stqte lqw ollows
pockoged beer ond wine to be sold in retoil stores on sundoys storting ot
noon ond thot some consumers prefer to shop on Sundoys.

currently,42 stotes qnd the District of columbiq ollow sundoy liquor soles
including 20 stqtes thot quthorize locql governments to decide whether to
ollow or prohibit sundoy sqles. As shown in Exhibit I o in this report, four
southeostern stotes prohibit sundoy off-premises liquor soles: Mississippi,
North corolino, south corolino, ond West virginio. other thqn Tennessee,
which ollows Sundoy liquor soles throughout ihe stote, the other
southeostern stotes ollow locol governments to regulote sundoy liquor
soles.

To understqnd how North corolino citizens would view sundoy sqles of
liquor by ABC stores, the Progrom Evqluqtion Division sought out public
opinion os to whether ABC stores should be open or closed on sundoys. As
shown in Exhibit 22, the moioriry of citizens polled by Elon University soid
thot they thought ABC stores should remqin closed on sundoys; this option
wqs qlso the most populor omong respondents to the High point university
poll.

28 N. C. Gen. Stot. $ l88-100.
2e N. C. Gen. Srot. $ I88-802.
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Exhibit 22

Public Opinion Favors

Keeping ABC Stores Closed

on Sundays
ABC stores open on SundoYs

ABC stores closed on SundoYs

Don't know/Refused

37%

52%

1 1o/o

45o/o

46%

9%

Noles! The Elon Universily Poll used o blended online-phone somple for its survey, bul

the ABC questions were only qsked to phone respondents lo ollow for confirmotion thot

respondenls were registered voters in North Corolino. The morgin of error on lhese

resuhs is +5%. The High Point University Poll olso used o blended online-phone somple

for its survey but fhe ABC questions were osked to both online ond phone respondenls.

The online sompling is derived from o ponel of respondents, ond therefore their

porticipotion does nof odhere lo usuol ossumplions ossocioted with rondom selection.

b..oui" of the blended design, the High Poini University Poll provided o credibility

intervol of +5,4 percentoge points to occouni for o troditionol 95 percent confidence

intervol for the eitimotes (+3.4 percenloge points) ond o design effecr of l '6 (bosed on

the weighting).

source: Progrom Evoluotion Division from dolo provrded by Elon lJniversily ond High

P oinl Univer sily P oll s,

Liquor loslings in ABC slores. Stqte lqw prohibits consumption of liquor on

the premises of qn ABC store, which meqns ABC stores connot offer in-store

liquor tostings for customers.3o The Progrom Evoluqtion Division heord from

liquor suppliers qnd brokers qnd some locol ABC boqrds thot boqrds

should hove the option to offer in-store tostings with oppropriote
regulotion of the qctivity. They sqid thqt customers wonted the opportunity

fo try liquor products before purchosing them, especiolly expensive ones'

The Frogrom Evoluqtion Division found thqt 37 stotes qllow retoil stores to

offer liquor tqstings. Exhibit 23 shows thot most southeostern stotes qllow

in-store liquor tostings. Florido, Georgio, ond North Cqrolino qre the only

southeqstern stotes thot prohibit in-store tostings'

30 N. C. Gen. Stot. S l88-301(f)(1).
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Exhibit 23

Most Southeastern

States Allow ln-Store
Liquor Tastings

Arkonsos

Florido

Georgio

Kentucky

[ouisiono

South Corolino

Tennessee

Note: Control stotes ore shoded light groy.

source: Progrom Evoluotion Divrsion bosed on informorion from lhe 20 I 6 Foct Book:
Beveroge A/coho/ slsle Focls ond Regu/ofions by fhe Beveroge rnformoiion Group.

stote low olreody ollows North corolino distilleries to provide liquor
tostings, ond permilting liquor iostings in ABC stores wourd offer liquor
consumers the opportunity to try liquor products from out-of-stqte
distilleries.3r

ln summory, in lieu of chonging North corolino's system for reguloting
liquor soles, the stote could choose to further modernize its current system.
streomlining locol ABC boord operotions could increose efficiency ond
profitobility, including through boord mergers in counties with multiple ABc
boords. ln oddition, purchose-tronsportotion permits do not reflect current
ottitudes qbout occess to qlcoholic beveroges. Locol ABC boords qnd other
stokeholders identified severol other ideos for modernizing the current
system for reguloting liquor in North corolino including modifying the
speciol order process, ollowing ABC stores to be open on Sundoys, ond
ollowing ABC stores to offer in-store liquor tostings.

x

T

3r N. C. Gen. Stot. S l8B-1001(19)
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Recommendations
North Cqrolinq's ABC system hos seen few chonges since its initiql
outhorizotion in 1937 when legislotion creoted o stote monopoly for the
sqle of liquor. Legislotive considerqtion of potentiolly chonging how North
Corolino regulotes liquor soles would involve wide-ronging deliberotion.

The first legislotive considerotion would be determining how the
government's role in controlling liquor soles would chonge. Bqsed on the
experience of other control stotes, this evoluqiion identified two options for
chonging the government's role:

r ending government control of retqil liquor soles or
r ending government control of wholesole ond retqil liquor soles.

This initiql decision would guide legislotive considerotion of the regulotory,
operotionol, ond finonciol modificqtions to the currenl system thot would be
su bsequently necessq ry.

lf the Generol Assembly decides to chonge how North Corolino
reguloles liquor soles, lhe Progrom Evoluolion Division would
recommend oppointing o ioint legislotive commission lo delermine how
slole qnd locol governmenl roles in reguloting liquor sqles would
chonge. As o storting point for the ioinf legislotive commission, this

evoluotion provides q roqd mop to guide legislotive decisions for existing
ond new components of the olcohol beveroge control system for liquor (see
Exhibit 7 on poge l6).

lf the Generol Assembly decides not to pursue chonging North Cqrolinq's
system, the Progrom Evqluqtion Division mokes the following seven
recommendotions to further modernize the current system for controlling
liquor soles.

Recommendation l. The Generol Assembly should direct locql ABC
boqrds locoted in counlies wilh two ot more boords lo consolidole locql
ABC operolions ond estoblish o merged ABC bosrd.

As discussed in Finding 4, the Progrqm Evoluqtion Division found thqt
counties with only one ABC boord hove more profitoble ond efficient
operotions thon counties served by multiple boords. Boqrd mergers hove
reduced operoting costs qnd increosed profitqbility for the 'l 1 merged
boords currently in existence, ond merged boords were more likely to
outperform other ABC boords in terms of profit ond operoting morgins.
According to ABC stotutes, the ABC Commission cqn qpprove mergers but
does not hove the outhority to compel consolidqtion to improve system

efficiency. lf oll locol ABC boords locoted in o county with multiple boords
were required to merge into one boord, the resulting merged boqrds
would be more efficient ond likely distribute o higher proportion of
revenue bqck to ihe community compored to multiple boords operoting in
the some county.

To increose the profitobility ond efficiency of the ABC system, the Generql
Assembly should direct locql ABC boords locsted in counties with two or
more boqrds to consolidqte locol ABC operotions qnd estoblish o merged
boqrd. Existing stote low (N. C. Gen. Stot. $ l88-203) olreody qddresses
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the merger of locol ABC operotions. This low should be modified to
mondote mergers in counties with two or more locol ABC boords thot ore
not olreody porticipoting in o merged ABC boord. ln oddition, the
longuoge in stqte lqw thot ollows cities ond counties to dissolve their
merged operotion ot qny time ond resume their prior seporote operotions
should be modified so thot dissolution con only hoppen if o city or county
chooses to ioin q different merged ABC boqrd.

To ensure thot boqrd mergers occur within o reqsonqble timefrome, the
Generol Assembly should msndote thot oll mergers must be completed no
lqter thon June 30, 2021.

Recommendqtion 2. The Generol Assembly should eliminqle the
purchose-lronsporlotion permil requirement for liquor in N.C. Gen. Slot.
$0 I 88-303 ond I 88-403.

The Progrom Evoluqtion Division recommended in its 2008 evoluotion,
Norfh Corolrnq's Alcohol Beveroge Control Sysfem ls Oufdofed ond Needs
Modernizstion, thot the purchose-trqnsportotion permit requirement limiting
the qmount of liquor o consumer con purchose ot one time be eliminqted.
The Generol Assembly did not toke oction on this recommendotion. As
discussed in Finding 4 of this report, purchose-tronsportotion permits were
originolly estoblished to deter bootlegging, which is no longer o serious
problem in North Corolino. Locol ABC boqrds reported thot these permits
impose on odministrotive burden on ABC stores ond liquor customers.

To improve services for liquor customers ond reduce the qdministrotive
burden on locol ABC boords, the Generol Assembly should eliminote the
purchose-tronsportotion permit requirement for liquor in N.C. Gen. Stot. $$
I 88-303 ond I BB-403.

Recommendqtion 3. The Generql Assembly should direcl the ABC
Commission lo reporl on lhe process for obtqining o new conlrocl for
receipl, sloroge, ond distribulion of liquor by cn independenl conhqclor.

The ABC Commission will bid for wqrehouse services prior to the expirotion
of its current controct in 2021. To ensure thqt concerns identified by fhe
Stote Auditor qre qddressed, the Generol Assembly should monitor the
Request for Proposol (RFP) process for the worehouse contrqct until the ABC
Commission selects o controctor to operote the ABC worehouse ond liquor
distribution system.

The Generol Assembly should direct the ABC Commission to report
quorterly lo the Joint Legislotive Oversight on Justice ond Public Sofety
Committee on its process for selecting o contrqctor to operote the ABC
worehouse ond liquor distribution system. At o minimum, the quorterly
report should include

o o schedule for developing ond issuing the RFP, including how the
ABC Commission is meeting the milestones identified in the schedule;

e identificqtion of stote ogencies ond other entities providing the ABC
Commission with technicol ossistonce on RFP development ond
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contrqct negotiotion, including o description of the technicol
ossistqnce thot is being provided;

o description of ABC Commission consultotion with locol ABC boqrds
to ensure the lqtter's concerns ond expectotions ore qddressed

during RFP developmenl ond contrqct negotiotions;
o o copy of the RFP when it is releosed;
o q copy of the finql ABC worehouse controct ond finonciol terms;

qnd

. qn implementotion schedule for tronsitioning from the existing ABC
worehouse contrqct to the new controct.

The ABC Commission should be directed to submit its first report on
October 15,2019. Subsequent reports should be submilted l5 doys ofter
the end of eoch quorter until the finql ABC worehouse contrqct hqs been
owqrded.

Recommendotion 4. The Generol Assembly should direcl lhe ABC
Commission lo qllow ABC stores lhe flexibility to provide less thon q
full cose of product lo o speciol order cuslomer ond sell lhe remoining
product in the ABC slore.

During this evoluotion, the Progrom Evoluqtion Division heqrd thqt locql
ABC boords should be permitted to qllow q customer to purchose o bottle
of speciol order liquor qnd then sell the remoining bottles in the cose on
store shelves ot their discretion. This odiustment would qllow locql ABC
boords to better serve their retoil ond mixed-beverqge customers who qre
interested in purchosing o speciol order liquor product but connot qfford or
do not need q full cqse of it.

To increose the qvoilobility of speciol order liquor products for retqil qnd
mixed.beveroge liquor customers, fhe Generql Assembly should direct the
ABC Commission to modify qdministrotive rules to qllow ABC stores the
flexibility to provide less thon o full cqse of product to speciol order
customers qnd sell the remqining product in the ABC store. ln oddition, the
Generql Assembly should outhorize the ABC Commission to chorge locol
ABC boqrds on odministrotive fee to cover the cost of monoging the
speciol order process.

Recommendqlion 5. The Generol Assembly should modify existing
slote low to ollow locql ABC boords lo chorge mixed beveroge
permitlees o delivery fee.

As discussed in Finding 4, the Progrom Evoluqtion Division found thqt stote
low prevents locol ordinonces from requiring odditionol permits or fees
beyond lhose esfqblished in low, ond os q result locol ABC boords cqnnot
chorge mixed beveroge permittees o delivery fee. Both locol ABC boords
ond stokeholder groups mentioned thot mixed beveroge permittees would
prefer to hove liquor delivered to their estqblishments. Permitting locol
ABC boords to chorge o delivery fee would moke it finonciolly feosible for
more boords to offer o delivery service for their mixed beveroge

Poge 47 ol 59



ABC Modernizolion Reporf No. 20l9-03

Appendices

permittees. The Generol Assembly should enqct stqte lqw thot specificolly
outhorizes locol ABC boords to chorge o fee for delivery services provided
to mixed-beverqge permittees in their iurisdiction.

Recommendqtion 6. The General Assembly should consider enocting
slole lqw to qllow locol governmenls the option to open ABC slores on
Sundoys.

The Progrom Evqluqtion Division heord from some locol ABC boqrds ond
stokeholders thot communities should hove the option to open ABC stores on

Sundoys. Currently, 20 stotes outhorize locol governments to decide
whether to ollow or prohibit Sundoy pockoge or off-premises liquor soles.
ln 20 17, the Generol Assembly enocted stote low oulhorizing counties ond
municipolities to odopt ordinqnces to qllow on-premises qlcoholic beveroge
permittees to serve beer, wine, ond mixed beveroges beginning ot l0:00
A.M. on Sundoys.

To ollow communities the flexibility to decide whether ABC stores should be
open on Sundoys, the Generol Assembly should enqct stqte low outhorizing
counties ond municipolities to odopt ordinonces directing the locol ABC
boqrd serving their iurisdiction to open ABC stores on Sundoys. Locol
governments should be required to consult wilh the locql ABC boord
serving their community prior to odoption of the ordinonce.

Recommendalion Z. The Generol Assembly should enoct slole low lo
allow in-slore liquor producl tostings in ABC slores in occordqnce wilh
lhe permit requiremenls in N.C. Gen. Stol. 0 l8B-l 114.7.

The Progrom Evqluqtion Division heord from liquor suppliers ond brokers
ond some locol ABC boqrds thot boords should hqve the option to offer in-
store tostings of liquor products wiih oppropriote regulotion of the octivity.
Stqte lqw olreody ollows North Corolino distilleries to provide liquor
tostings, ond permilting liquor tostings in ABC stores would offer liquor
consumers the opportunity to try liquor products from both in-stote qnd out-
of -stote distilleries.

The Generol Assembly should enqct stote lqw to ollow locol ABC boords
the option to offer in-store liquor product tostings in ABC stores in
qccordonce with the permit requirements olreody in stqte low.

Appendix A: Finonciql ond Operotionol Considerotions for Three
Alternqtive Liquor Regulotory Systems

Appendix B: Estimoted Revenue Colculotions for Current Liquor Regulotory
System ond Three Alternotive Systems

Appendix C: Comporison of Estimqted Liquor Pricing for Current
Regulotory System ond Three Alternqtive Systems
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A droft of this report wos submitted to the ABC Commission for review. lts
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Appendix A: Financial and Operational Considerations for Three Alternative Liquor Regulatory Systems

Number of retoil
licenses

ABC wqrehouse
operolions

ABC
Commission
funding

lnitiql cost of
goods sold

Iiquor
consumplion
growlh rote

Licenses determine ihe
number of retoil liquor
slores.

The ABC Commission
chorges o boilment fee
lo support the cost of the
ABC worehouse ond
distribution system.

The ABC Commission
chorges o boilment
surchorge to support lhe
cost of ABC Commission
operotions.

Liquor revenues were
colculoted on the initiol
cost of goods sold.

There is o correlotion
belween liquor density
ond liquor consumption.
Stotes with higher outlet
density ore more likely to
hove higher liquor
consumption

PED ossumed rhot the $1.50 boilment fee would
continue becouse the Commission would control
wholesole liquor distribution.

PED ossumed thot lhe $ l .15 boilment surchorge
would continue becouse the Commission would
control wholesole liquor dislribution.

PED ossumed thot the
boilment surchorge
would end becouse lhe
Stote would no longer
control wholesole liquor
distribution.

For eoch option, the initiol cost of goods sold for home consumption for Fiscol

Yeor 2017-18 wos increosedby 2Ooh to reflect estimoted consumpiion
grorvlh.

PED used the following formulos to eslimote the growth in liquor consumption
if otrilet density wos increosed.

Adult liquor consumplion = (0.35)(ln(outlel densily per I0,000 oduhs)) +1.96

2.97 = (0.35)tn(1 .35))= 1 .96

(lncreosed odult liquor consumption - 201 5 liquor consumption)/2015 liquor
consumption

(2.07 - 1.72)/1J2 = .2035 rounded to 2O%o

PED ossumed thot the ABC Commission would controcl wirh or license 1,000
retoil businesses lo sell pockoged liquor.

PED ossumed thot the
boilment fee would end
becouse the Stote
would not control
wholesole distribution.

PED used the Fiscol Yeor 2017-18 esfimoted cost of goods sold provided by
the ABC Commission minus the boilment fee ond boilment surchorges for the

onolysis.

$554,698,166 = $581,037,960 COGS - ($7,090,854 + 9,248,940)

For eoch option, 80.37o of estimoted cost of goods sold (retoil soles for home

conriumption) wos increosed by 2O%o to reflect higher liquor consumption
resulting from more liquor slores. Mixed beveroge soles were not odiusted
(197% of eslimoted cost of goods sold).

This ossumpfion would increose the stotewide
outlet density for liquor from 0.58 stores per
i 0,000 oduhs to 1.35 siores per 10,000 odults.

The current boilment fee fully supports
worehouse operoiions so PED did nol chonge ii
for the onolysis.

The currenl boilment surchorge fully supports
ABC Commission operotions so PED did not

chonge it for the onolysis. Under the licensure
oplion, lhe ABC Commission would need
replocemenl funding lo cover lhe cost of
operolions.

Under the licensure model, privote wholesolers
moy or moy noi be oble to get liquor ot the
some price os the Slote-the cosl of goods moy
vory ocross the stote.

PED conducted o lineor regression to investigote
the relotionship between outlet density per
,l0,000 

odults ond odult liquor consumption
ocross stoles using 2015 ond 2016 doto. The

ossumption for lineority wos nol met, indicoting
thot o log tronsformotion of the y-oxis (odult
liquor consumption) wos needed. Ordinory Leost

Squores (OLS) regression on lhe tronsformed
doto showed o significont relotionship (p <
0.00 1) between outlei density ond liqubr
consumption (log y = 0.68 + 0.34x), wilh on R2

volue of 0.29. The R2 volue indicotes 29o/o ol the
voriolion in consumplion is exploined by the
model conioining only outlet density.



Stote liquor
morkup

Mixed beveroge
lox

Slole soles lox
on liquor

Slole excise lqx
on liquor

The current ABC
Commission pricing
formulo does not include
o slote morkup for the
Generol Fund, but o
slote morkup would be
necessory to mointoin
slote revenues under the
privote retoil oplion.

Revenue (55%) from the
mixed beveroge lox
goes to the Stote
Generol Fund ond the
Deportment of Heolth
ond Humon Services.

Revenue from the soles
tox on liquor goes to the
Stote Generol Fund.

Revenue from the excise
tox on liquor goes to lhe
Stote Generol Fund.

PED found thot o stote
liquor morkup wos not
needed to mointoin
revenue under this
option.

PED ossumed o lo/o
morkup under the stote
pricing formulo thot
would be deposited in
the Generol Fund to
moinloin stote revenue.

Currently, the Stote excise tox on liquor is 3O%o,

ond PED ossumed thof the tox rote on would not
chonge for the ogency store ond privote retoil
options.

Not opplicoble becouse
the ABC Commission
would no longer control
liquor pricing under this
option

Currently, the mixed beveroge tox is $20 per four liters or $3.25 per 750 ml
bottle of liquor sold to mixed beveroge permittees. PED ossumed thot the tox
would noi chonge for the three options, ond thot tox revenue would conlinue
to go to the Stote Generol Fund (50%) ond the Deportment of Heolth ond
Humon Services (57o).

PED estimoted the mixed beveroge tox collections were $36.4 million during
Fiscol Yeor 2017-18. The estimote wos colculoted by determining the
growth in mixed beveroge soles during Fiscol Yeor 2017-18 os compored to
Fiscol Yeor 2016-17.

Growth in MBX soles = (2017-18 MBX soles minus 2016-l Z MBX
soles)/2O1 6-1 7 MBX soles.

(22 1,87 2,47 5 - 20 4,63 1,07 3l / 20 4,63 1,07 3 = 8.4%o.

Esrimoted MBX toxes for FY20l7-18 = (MBX toxes for Fy20l 6-17 x g.4o/o)

33,555/26 x ,l.084 
=36,374,560.

Currently, the soles tox on liquor isTo/o, ond PED ossumed rhot the tox rote
would not chonge for the three options, The cost of goods sold to mixed
beveroge permittees is excluded from soles tox colculolions becouse the
permittees do not poy soles tox. PED found thot 19.7o/o of Fiscol Yeor 2017-
i I fotol liquor soles in North Corolino were purchosed by mixed beveroge
permittees. Estimoted soles tox for eoch option is colculoted for 80.3% of
estimoted totol liquor scles for Fiscol Yeor 2017-18.

PED ossumed thot the
siote excise lox on
liquor would increose
from 3O%o to 33.67o to
mointoin stole revenue.

PED odded o stote morkup under the Privote
Retoil option becouse the ABC Commission
controls the pricing formulo for liquor.

PED ossumed thot privote retoilers andf or
wholesolers would collect the mixed beveroge
lox ond submit it to the Stote when liquor is

purchosed by o mixed beveroge permifiee.

The omount of soles tox revenue collected under
eoch option differs becouse the omount is
determined by the estimored cost of liquor prior
lo the soles tox colculotions.

Under the ogency store ond privote retoil
oplions, slote revenue could be mointoined by
odding o stote morkup percentoge to the pricing
formulo insteod of increosing the excise tox on
liquor. Under the licensure model, the ABC
Commission would not control liquor pricing which
meons lhe only mechonism lo moinloin stote
revenue is to increose the Stote excise tox.



Slole liquor
revenue

Additionol botlle
chorge for locol
governmenls

Bottle chorge for
rehobilitotion

Locol ABC Boord
Morkup

Mixed beveroge
lox

Revenue from this bottle
chorge goes to locol
government Generol
Funds ond is unresiricted.

Revenue from this bottle
chorge must be speni on

subsionce obuse
reseorch, educolion, or
lreotment.

The ABC Commission sels

the locol ABC morkup ro
cover lhe cost of ABC
slore operotions ond
revenue distributions for
locol government.

The Store Generol Fund

receives lox revenue
from liquor toxes.

45Vo of mixed beveroge
revenue goes locol ABC
Boords' gross receipts for
operoting cosls ond
profit distribution.

Currently, the locol ABC boord morkup is 39.60/o. PED ossumed lhot lhe locol
ABC, boord morkup would be eliminoted under eoch option.

During Fiscol Yeor 20'l 6-17,the Siote Generol Fund received $306.3 million

from liquor toxes. For this onolysis, PED estimoted thot Fiscol Yeor 2017-18
Stote Generol Fund revenue from liquorloxes wos $3,l9.6 million ond used

this number when estimoting how eoch oplion would offect stote revenue ond
whot chonges would be necessory to mointoin stote revenue.

The Fiscol Yeor 2017-18 Stote liquor excise tox revenue eslimote vr'os

derived using the following formulo'

2017-18 Srote Liquor Excise Tox Revenue = (2017-1 8 Estimoted Cost of
Goods Sold * Estimoted Boilment Fee Revenue * Locol ABC Boord Morkup)
x 3oo/o

The Fiscol Yeor 2Q17-18 liquor soles tox revenue estimote wos derived
using the following formulo:

2017-18 Stote Liquor Soles Tox Revenue = (2017-18 Cost of Goods Sold

for Home Consumption * Estimoted Boilment Fee Revenue * Locol ABC Boord
Morkup * Boilmeni Fee Surchorge Revenue + Additionol Locol Government
Morkup * Boitle Chorge Revenue for Rehobilitotion * Bolile Chorge
Revenue for Locol government) x Z7o

Currently, the mixed beveroge tox is $20 per four liters or $3.75 per 750 ml

bottle of liquor sold to mixed beveroge permiltees. PED ossumed thot the tox
would not chonge for the three oplions ond thot the mixed beveroge fox
would go directly to locol government Generol Funds insteod of locol ABC

boord gross receipts.

Currently, the odditionol bottle chorge for locol government is 1l per bottle
of 50 ml or less ond 5l per bottle over 50 ml. PED ossumed lhot the bottle
chorge for locol governments would continue under eoch option ond thot the

revenue would be unrestricted ond go to locol government Generol Funds.

Currently, the bottle chorge for rehobilitotion is ll per boille of 50 ml or less

ond 5l per bottle over 50 ml. PED ossumed ihot the bottle chorge for
rehobilitotion would continue under eoch option ond lhof the revenue would
be used by locol governments for substonce obuse reseorch, educotion or
treotment.

PED found thot ihe omount of stote revenue

collected is offeded by how much the initiol cosi
of goods sold is morked up prior to the

colculotion of liquor toxes. For exomple, lhe
current Slote excised tox on liquor is opplied
ofter the boilment fee ($ I .15 per cose) ond
locol ABC boord morkup (39.6%) hos been
odded to the initiol cost of goods sold.
Decreosing or increosing the morkup prior to
opplying the Stote excise lox on liquor offects
the omount of revenue collected.

PED ossumed lhot revenue from the mixed
beveroge tox would be distributed bosed on
where liquor is sold.

Revenue from bolh bottle chorges would increose
under oll options becouse liquor consumption is

estimoted to increose. PED ossumed lhot revenue
from both bottle chorges would be distributed
bosed on where the liquor is sold.

PED ossumed rhot the locol ABC boords would
be dissolved ond their stores closed which would
eliminole the need for the locol ABC boord
morkup.



Privole
wholesqle
morkup

Privole retoil
slore morkup

Locol
Governmenl
Revenue

Agency slore
commission fee

Slole excise lax
for locol
governmenls

Iocql
governmenl
mcrkup

Morkup ollows privote
wholesolers to profit
from liquor distribution.

Morkup ollows privote
retoilers to profil from
liquor soles.

Locol governmenls
receive revenue from
locol ABC boord profir
distributions, locol
government morkup,
bottle chorges, ond the
mixed beveroge tqx.

Commission fees
compensoie ogency
stores for selling liquor
on beholf of stote
government.

A Stote excise tox for
locol government would
be needed under the
licensure option becouse
the ABC Commission
would not control liquor
pricing.

Revenue from the locol
governmenl morkup set
by the ABC Commission
goes to locol government
Generol Funds ond is

unrestricted.

Not opplicoble under
the ogency slore
oplion.

Nol opplicoble becouse the locol government
morkup controlled by the ABC Commission would
ollow locol governments lo mointoin revenue under
the ogency store ond privote retoil options.

Currently, the locol government morkup is 3.5%o.
PED ossumed thot the locol government morkup
would increose trom 1 2%o under the ogency store
ond privote retoil options.

Not opplicoble becouse the ABC Commission would
continue to control wholesole liquor distribution
under the ogency slore ond privote retoil options.

PED ossumed o 207o
wholesole morkup ond
opplied the morkup
ofter Stote excise
loxes were colculoted.

PED ossumed o 25o/o privote retoil morkup for the
privote retoil ond licensure options.

During Fiscol Yeor 201 6-17,locol governments received $98 million from
locol ABC boord profit distributions, locol government morkup, bottle
chorges, ond the mixed beveroge tox. For this onolysis, PED estimoted thot
locol governments received $ l05 million during Fiscol Yeor 20 1Z-l 8 ond
used this number when estimoting how eoch option would offect locol

;t""r:.Jl""t 
revenue ond whot chonges would be necessory to moinroin

Nol opplicoble under the privote retoil ond
licensure options.

PED ossumed o 1Oo/o

commission fee under
the ogency store
option.

PED ossumed thot o
1 27o Srore excise tox
for locol government
would be esroblished
under the licensure
oplion.

Not opplicoble becouse
lhe ABC Commission
would no longer control
liquor pricing under this
option.

According to the Distilled Spirits Council of the
United Stotes, the notionol overoge for
wholesole morkup is 2Oo/o.

According to the Distilled Spirits Council of the
United Stotes, the nqtionol overoge for privote
retoil morkup is 25o/o lor smoll to medium
pockoge liquor stores.

PED ossumed thot oll liquor revenue for locol
governmenls would be distributed bosed on
where liquor is sold.

PED reviewed commission fees for control stotes
thol controct wiih ogency stores to sell liquor. The
fees ronged trom 6To to 1 4o/o of retoil liquor
soles. Some stotes offer incenlives for higher
soles or poid o higher commission on o bose
level of soles ond lowered the commission os
soles increosed. PED ossumed o flot commission
fee of I0o% to simplify colculotions.

PED ossumed thot the revenue from the Stote
excise tox for locol governments would be
distributed bosed on where liquor is sold.

PED ossumed thot the revenue from the locol
government morkup would be distributed bosed
on where liquor is sold.

Source: Progrom Evoluolion Division.



Appendix B: Estimated Revenue Calculations for Current Liquor Regulatory System and for Three
Alternative Systems

Current ABC Syslem: Estimoted Revenue Colculotions for Fiscol Yeor 2017-l 8

Cost of Goods Sold

* Boilment Fee

* Locol ABC boord morkup

*Stote Excise Tox

+ Additionol Locol government morkup

* Boilment surchorge

+ Rehobilitotion bottle chorge

* Locol government bolile chorge

* Sqles lox on reloil product

* Mixed beveroge lox

Liquor suppliers

Stote Generol Fund

Locol ABC boord gross receipts

Locol governments generol funds

ABC Commission Fund

Locol government restricted funds for rehobilitqtion

Deportment of Heolth ond Humon Services

Liquor suppliers

ABC Commission Fund

Locol ABC boord gross receipts

Stote Generol Fund

Locol government Generol Fund

ABC Commission Fund

Locol governmenl resiricted funds for
rehobilitotion

Locol government Generol Fund

Stote Generol Fund

Stote Generol Fund

Locol ABC boord gross receipts

Deportment of Heolrh ond Humon
Services

$ 564,698,1 66

319,574,688

243,651 ,606

32,447,887

16,339,794

4,4O4,932

1 ,818,728

ii..f+i!$liff+$$$gi#rfl$.$ Hrliii:liiii:liilrlrrrlliiiixiilliliXii:iiiirl::li::l;l:ll liffilf$fffiI+ii

6l,01 8,360

18,187,28O

16,368,552

1,818,728

7Yo

$'l 0/4 liters

$9/4 llters

$l /4 liters

24O,369,O48

28,043,O56

7,OgO,g54

4,404,832

4,404,832

Bottles 50ml or less

Bottles over 50ml -
- 1(,/bottle
5f,/bottle

- 1(/bottle
5(,/bottle

Bottles 50ml or less
Bottles over 50ml -

3OV"

$1.,l5 percose

3.syo

227,283,O5439.6%

$ 564,698,166

9,248,940

n/o

$ I .50 per cose

Source; Progrom Evoluolion Divrsion bosed on eslimoled Fiscol Yeor 2017-1 I finonciol dolo from the ABC Commrssion.



Agency Slore Option: Estimoted Revenue Colculotions Bosed on Fiscol Yeat 2Ol7-18 Doto

Cost of Goods Sold (COGS)

* Boilment Fee

*Agency store commission

* Locol governmenl morkup

*Stote Excise Tox

* Boilment surchorge

+ Rehobilitotion bottle chorge

* Locol government bottle chorge

* Soles iox on retoil product

+ Mixed beveroge lox

Liquor suppliers

Stote Generol Fund

Agency Stores

Locol governments generol funds

ABC Commission Fund

Locol government restricted funds for rehobilitotion

Deportment of Heolth ond Humon Services

Liquor suppliers

ABC Commission Fund

Agency stores

Locol government Generol Fund

Stote Generol Fund

ABC Commission Fund

Locol government restricted funds for
rehobilitotion

Locol government Generol Fund

Stote Generql Fund

Stote Generol Fund

Locol ABC boord gross receipts

Deportment of Heolth ond Humon
Services

$ 655,388,691

321,678,864

66,463,763

101 ,318,221

16,339,794

5,1 93,1 53

1,818,728

60,234,211

18,1 87 ,280

16,368,552

1,818,729

7%

$l o/4 titers

$9 /4 liters

$ l /4 liters

243,257,373

7,O9O,854

5,,l 93,,l 53

5,1 93,1 53

$1.15 per cose

Bottles 50ml or less - l|,fbottle
Boilles over 50ml - 5l/bottle

Bottles 50ml or less - 1{./bottle
Bottles over 50ml - 5l/bottle

3OV"

66,463,763

79,756,516

100

12Yo

$ 655,388,69',1

9,248,940

n/s

$1.50 per cose

Source: Progrom Evoluolion Division bosed on eslimoled Frsco/ Yeor 2017-1 I finonciol dolo from lhe ABC Commission.



Privote Retcil Oplion: Eslimoted Revenue Colculotions Bosed on FiscolYeqr 2OlT-18 Dotq

Cost of Goods Sold (COGS)

* Boilment Fee

*Stote government morkup

* Locol government morkup

*Stole Excise Tox

* Boilment surchorge

+ Rehobilitotion bottle chorge

f Locol government bottle chorge

* Privote retoil morkup

* Soles tox on retoil producl

* Mixed beveroge iox

Liquor suppliers

Stote Generol Fund

Privote reloilers

Locol governments generol funds

ABC Commission Fund

Locol government restricted funds for rehobilitotion

Deportment of Heolth ond Humon Services

Liquor suppliers

ABC Commission Fund

Stote Generol Fund

Locol government Generol Fund

Stote Generol Fund

ABC Commission Fund

Locol governmenl restricted funds for
rehobilitotion

Locol government Generol Fund

Privole retoilers

Stote Generol Fund

Stote Generol Fund

Locol government Generol Fund

Deporlment of Heolth ond Humon
Services

$ 655,388,691

319,974,783

248,457,460

101 ,318,221

16,339,794

5,,l 93,1 53

l,g1g,72g

69,828,969

18,187,28O

16,368,552

1,818,728

70

gl o/4 liters

$9/4 liters

$1/4 liters

248,457,4602sVo

225,312,1 57

7,090,854

5,,l 93,1 53

5,193,'l53

$1.15 per cose

Bottles 50ml or less - 1f/bottle
Boltles over 50ml - Sfi/bottle

Bottles 5Oml or less - 1f,/bonle
Botiles over 5Oml - 5l/botle

3OV.

6,646,376

79,7 56,516

1 
o/o

12Yo

$ 655,388,691

9,248,940

n/o

$ 1 .50 per cose

Source: Progrom Evoluolion Division bosed on eslimoled Fiscol Yeor 201 7-l I f inonciol doto f rom the ABC Commission.



licensure Option: Eslimoled Revenue Colculotions Bqsed on Fiscol Year 2Ol7-18 Doto

Cost of Goods Sold (COGS)

*Stote Excise Tox

*Stote excise tox for locol government

Liquor suppliers

Stote Generol Fund

Locol government Generol Fund

Privote wholesolers

Locol government reslricted funds for
rehobilitotion

Locol governmenl Generol Fund

Privote retoilers

Stote Generol Fund

Stote Generol Fund

Locol government Generol Fund

Deportment of Heolth ond Humon
Services

*Privote wholesole morkup

+ Rehobilitotion bottle chorge

* Locol governmenl bottle chorge

* Privote refoil morkup

f Soles tox on retoil product

* Mixed beveroge tox

Liquor suppliers

Stote Generol Fund

Privote wholesolers

Privote reloilers

Locol governmenls generol funds

Locol government restricted funds for rehobilitotion

Deportment of Heolth ond Humon Services

ABC Commission Fund

$ 655,388,69 1

319,584,894

190,849,187

288,870,357

100,209,349

5,1 93,1 53

1,818,728

0

81 ,187,014

18,187,280

16,368,552

1,818,729

7%

$,l0/4 liters

$9 f 4 liters

$l /4 lirers

288,870,35725%

5,1 93,1 53

5,1 93,1 53
Bottles 50ml or less

Bottles over 5Oml -
- l f/bottle
5f,/bottle

- 1{fboule
5f,/bottle

Bottles 50ml or less

Boltles over 50ml -

190,849,187200A

$ 655,388,691

22O,21O,600

78,646,643

n/o

33.6%

12Yo

Source: Progrom Evoluolion Division bosed on esfirnoled Fisco/ Yeor 20 l7-l I f inonciol dolo f rom the ABC Commission.



Appendix C: Comparison of Estimated Liquor Pricing for Current Regulatory System and for Three

Alternative Systems

Retoil

Mixed beveroge

$25.63

s27.70

$2I .83

$24.15

$25.3l

$27.40

$29.64

$31.45

Reloil price per botlle
Mixed beveroge tox ($3.25 for 0.75 liters)
Selling price lo mixed beveroge permillee
(No soles iox on liquor resold os mixed beveroge)

$23.es
+$3.25
$27.7O

Retoil price per bottle
Stote soles tox (7%:ol

Selling price per bottle to qn individuol.

$23.es
+$1.68
$2s.63

$151.52
+$1.50

$r 53.02
+60.60
$213.62
+64.08

+7,48
$285.\772s3

+1.15
$286.327353

+12
+0.05
+0.05

$23.9606

Current liquor Pricing Formulo

Distiller's price ('l 2 bottle cose/8O proof, includes federol excise iox)
Boilment Fee
Subtotol cose cost
Locol ABC boord morkup (39.6%l
Subtotol cose cost
Stote excise tox (30%)
Additionol locol government morkup (3.5%)
Cose cost fo six decimols
Boilment surchorge
Subtotol cose cost
Divide obove number by number of boltles in cose
Bottle chorge for rehobilitotion
Bottle chorge for profit distribution
Round the result lo on integer divisible by five cents ($.05)

$20.40
+$3.25
$24.r 5

Retoil price per boltle
Mixed beveroge tox ($3.25 for 0.25 liters)
Selling price lo mixed beveroge permitlee
(No soles tox on liquor resold os mixed beveroge)

$20.40
+$1.43
$2r.83

Retoil price per bottle
Stote soles tox (7Tol

Selling price per botlle to on individuol

$r51.52
+$1.50

$153.02
+ 1 5.30
+ 1 8.36
$186.68

+56.01
$242.689720

+1.15
$243.837920

+12
$20.3200
+0.05
+0.05
$20.4200

Agency Store Option Pricing Formulo

Distiller's price (1 2 botile cose/8O proof, includes federol excise tox)
Boilment fee
Subtotol cose cost
Agency store commission (10%)
Locol ABC boord morkup (12%)
Subtotol cose cosl
Stote excise tox (30%)
Cose cosl io six decimols
Boilment surchorge
Subtotol cose cost
Divide obove number by number of bottles in cose

Boille chorge for rehobilitotion
Botile chorge for profit dislribution
Round the result to on integer divisible by five cents ($.05)



$23.6s
+$3.75
$27.4O

Reloil price per bottle
Mixed beveroge tox ($3.75 for 0.75 liters)
Selling price lo mixed beveroge permiftee
(No soles tox on liquor resold os mixed beveroge)

$23.5s
+$1.66
$25.3t

Retoil price per bottle
Stote soles tox (7%o)

Selling price per bottle lo on individuol.

$r51.52
+$1.50

$153.02
+1.53

+18.36
$172.91

+51.87
$224.786380

+ l.15
$225.936380

+56.48
$282.420475

+12
$23.5350
+0.05
+0.05

$23.6350

Privole Retoil Pricing Formulo

Distiller's price (12 bottle cose/8O proof, includes federol excise tox)
Boilment fee
Subtotol cose cost
Stote government morkup (1%)
Locol ABC boord morkup ('l 2%)
Subtotol cose price
Stote excise tox (30%)
Cose cosl lo six decimols
Boilment surchorge
Subtotol cose price
Privote retoiler morkup (25To)

Cose cost to privoie reloiler
Divide obove number by number of boilles in cose

Bottle chorge for rehobilitotion
Boltle chorge for profit distribution
Round the result to on integer divisible by five cents ($.05)

Note: Under the licensure option, the privote wholesolers moy or moy not be oble to
purchose liquor ot the some price os the Stote. This pricing onolysis used the Stote price
becouse the octuol price thot privote wholesolers would poy connot be determined.

$27.7O
+$3.75
$3t.45

Retoil price per bollle
Mixed beveroge tox ($3.75 for 0.25 lirers)
Selling price lo mixed beveroge permitlee
(No soles tox on liquor resold os mixed beveroge)

$27.7O
+$r.94
$2e.64

Retoil price per botlle
Stote soles tox (7o/o)

Selling price per boitle lo on individuol.

$r5r.52
+50.91
+18.18

$220,61
+44.12

$264.74
+66.18

$330.92
+12

$27.5766
+0.05
+0.05

$27.6766

Licensure Oplion Pricing Formulo

Distiller's price (1 2 bottle cose/8O proof, includes federol excise tox)
Stote Excise Tox (33.60%)
Slote excise tox for locol government (12o/ol

Subrorol cose cost
Privole wholesole morkup (20%)
Privole wholesoler cose price
Privote retoiler morkup (25o/ol
Privote retoiler cose price
Divide obove number by number of bottles in cose

Bottle chorge for rehobilitotion
Bottle chorge for profit distribution
Round the resuh lo on integer divisible by five cents ($.05)

Source: Progrom Evoluolion Division bosed on lhe ABC Commrssion's currenl pricing formulo wilh finonciol odiuslmenls bosed on lhe
ossumplions for eoch oplion for chonging North Corolino's olcoho/ beveroge conlrol system.



l



$tu of Sortl Gnroline
ALCOHOLIC BEVERAGE CONTROL COM'IIIISSION

A. D,'ZqNDER"GUY, JR.
CHAIRi/tiAN

AGNES C. STEVENS
AOMINISTMTOR

4307 iI,AIL SERVICE CENTER
RALEIGH, NC 27099'4307

(919) 779-0700

FN( (919) 661-5927

COMMISSION MEMBERS:
NORII'AN A, MITCHELL, SR.

CHARLOTTE

January 18,2019

Mr. John W. Turcotte,
Director
N.C. General Assembly Legislative Services Office
Program Evaluation Division
300 N. Salisbury Street,
Suite 100 LOB Raleigh, NC 27603-5925

Dear Director Turcotle:

Thank you very much for the opportunity to review the preliminary draft report related to the current North
Carolina Alcoholic Beverage Control system and the potential ramifications of making changes to the system.

As the report notes, the state of North Carolina does not own the liquor or the retail stores where the liquor is sold
in our state. However, our citizens enjoy the public health benefits as well as the recurring public revenue that are
both hallmarks of our current control system. ln fact, the first finding of the report is that "among southeastem
sliates, North Carolina collects the most public revenue per gallon of liquor sold, has the lowest liquor outlet
density, and has the second lowest adult per capita liquor consumption."

This finding validates North Carolina's current system and would prompt me to have concerns about making
significant changes to a model that has worked so wellfor eight decades and continues to work well for the
people of the state. I also believe that organizations always can be improved, and I accept the PED
recommendations for modernization as reasonable ideas to consider.

I will note that the Commission is already under way on some of the modernization recommendations, lncluding
the process of contract review and engaging third-party asslstance in rebidding the contract for future warehouse
services,

Last, I would like to than for their thoroughness and professionalism. The ABC system is complex, and
yourteam has a way that I believe is falr and accurate. Please let me know if I can be of
assistance in the

A,D. "Zande/ Guy
Chairman

LOCATION: /O0 EA$T TRYoN ROAD, RALEIGH, NC 278t0

AN EAUAT OPPORTUNIW /AFFIRIUATTVE ACTION EMPLOYER

http:l/rbc.nc.gov
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Progrom Evoluotion Divlsion
North Corolino Generql Assembly

Legislolive Office Building, Suite l0O
300 Norih Solisbury Street
Roleigh, NC 27603-5925

919-301 -1404
www.ncleg.net'fPED

75 copies of this public docpment were prlnted ot o cost of $69.27 or $0.93 per cepy.

A limited number of copies ore ovoiloble for distribution lhrough the Legislotive Librory:
Rooms 2126,2226 Room 500

, Srote Legislotive Building Legislotlve Offlce Building
Roleigh, NC 2760I Roleigh, NC 27603
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The report is olso svoiloble online ot www.ncleg.ney'tfD.
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House Committee on Alcoholic Beverage Control
Tuesday, April 2,2019 at 3:00 P.M.

Room 122811327

MINUTES

The House Committee on Alcoholic Beverage Control met at 3:00 P.M. on April 2,2019 in Room
122811327. Representatives Bell, Boles, Dahle, Dobson, Fisher, Hardister, Holley, Hurley, Lucas,
McGrady, Meyer, Saine, Turner, Willingham, Yarborough, and Zachary attended. Representatives
Lewis and Stevens, Ex-Officio attended.

Representative Jamie Boles presided.

Representative Boles introduced pages, Sergeant at Arms and welcomed all in attendance. He
asked for a moment of personal privilege. He introduced William T. Belvin, Chief ABC Officer
2008-18, and presented him the Order of the Long Leaf Pine. Mr. Belvin thanked everyone
involved in honoring him with this award.

The following bills were considered:

HB 363, Crqft Beer Distribution and Modernization Act A motion was made by Representative
McGrady to bring the PCS before the Committee. Representative Lewis explained the bill. There
were questions asked by members and Representative Hurley voiced she would not vote for the
bill. Representative Fisher made the motion for a favorable report to the PCS, unfavorable to the
original bill and a referral to the Rules Committee. The motion passed. Handouts were provided
and made apart of the Minutes (Attachment 1).

HB 389, ABC/Univ Athletic Facilit.v. A motion was made by Representative McGrady to bring
the PCS before the Committee. The bill was explained by Representative Bell. Questions and
answers were heard. Representative Hardister motioned for a favorable report to the PCS,
unfavorable to the original bill and a referral to Finance. The motion passed. Handouts were
provided and made apart of the Minutes (Attachment 2).

The meeting adjourned at 3:35 P.M.

lu rV)
L. Dina Long, Committee
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NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

2019-2020 SESSTON

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

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Tuesday, April2,20l9
3:00 PM
1228/1327 LB
Presentation by Local ABC-ALE

The following bills will be considered

BILL NO. SHORT TITLE
FIB 363 Craft Beer Distribution &

Modernization Act.

SPONSOR
Representative Lewis
Representative Bell
Representative Jackson
Representative Reives
Representative Bell
Representative Boles
Representative Goodman
Representative Lewis

IIB 389 ABC/Univ Athletic Facility

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 l1:55 AM on
Thursday, March 28, 2019.

_ Principal Clerk

_ Reading Clerk - House Chamber

Dina Long (Committee Assistant)





House Committee on Alcoholic Beverage Control
Tuesday, April 2, Z0lgr 3:00 pM
12281 1327 Legislative Building

AGENDA

Welcome and Opening Renaarks - Chairman Boles

Introduction of Pages

Bills

BILL NO.
HB 363

SHORT TITLE
Craft Beer Distribution &
llodernization Act.

SPONSOR
Representative Lewis
Repleseniative Ilell
Representative Jackson
Representative Reives
Representative Bell
Representative Boles
Representative Goodman
Representative Lewis

HB 389 ABCAJniv Athietic Facility.

Presentations - Local ABC-ALE

Other Business

Adjournment
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NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATTVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT
Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady' Co-Chair

FAVORABLE COM SUB , UNFAVORABLE ORIGINAL BILL AND RE-REFERRED

HB 363 Craft Beer Distribution & Modernization Act.
Draft Number: H363-PCS10327 7

Recommended Referral:
Long Title Amended:
Floor Manager:

None
No
Lewis

TOTAL REPORTED: 1
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NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATTVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT
Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL AND RE.REFERRED

HB 389 ABCiUniv Athletic Facility
Draft Number: H389-PCS10323-SAf-13

Recommended Referral:
Long Title Amended:
Floor Manager:

None
No
Bell

TOTAL REPORTED: I
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ATTACHMENT #1

GENERAL ASSEMBLY OF NORTH CAR(

SESSION 2019

H
HOUSE BILL 363

PROPOSED COMMITTEE SUBSTITUTE H363-CSTQ-7 [v.21
03/2812019 05:09:09 PM

Short Title: Craft Beer Distribution & Modernization Act.

D

(Public)

Sponsors:

Referred to:
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March 78,2019

A BILL TO BE ENTITLED
AN ACT TO CONFIRM THE STATE'S SUPPORT OF THE THREE-TIER SYSTEM FOR

DISTRIBUTION OF MALT BEVERAGES AND THE FRANCHISE LAWS, TO MAKE
ADJUSTMENTS TO MODERNIZE THE EXEMPTIONS TO THE THREE-TIER
SYSTEM, AND TO PROMOTE THE GROWTH OF SMALL AND MID-SIZED
INDEPENDENT CRAFT BREWERIES.

Whereas, the General Assembly reaffirms its support of the Beer Franchise Law and

the three-tier system for the distribution of malt beverages and finds that the Beer Franchise Law

and the three-tier system does all of the following:
(l) Promotes consumer choice and product variety by providing a platform that

enables new malt beverage products to come to market that might not

otherwise be available to the consumer. These laws encourage wholesalers to

make investments in their businesses necessary to expand distribution of new

products and to allow large and small breweries alike an opportunity to enter

the market through independent distribution. Wholesaler investments include

adding resources such as warehouses, personnel, vehicles, equipment,

merchandise, and marketing. Consumers have access to an exceedingly wide
array of malt beverage products, unlike other industries that foster closed

distribution networks and vertical integration.
(2) Promotes the growth of the craft beer industry by providing suppliers with

access to markets outside of the brewery. Brewers that use wholesalers are

able to instantly access and utilize a wholesaler's established infrastructure in

markets they may not otherwise be able to enter. Smaller breweries further
benefit because wholesalers are able to act independently to carry all brands,

from large and small suppliers. The goal of these laws isto allowbrewers of
all sizes to fairly compete in the marketplace and to access retailers of all sizes.

(3) Helps ensure that the industry, as a whole, complies with the alcohol laws of
this State. A wholesaler must remain independent and free from unfair
conduct to promote responsible sales and marketing practices. Wholesaler
independence also promotes and maintains fair dealing among industry
participants. Ultimately, these measures protect consumers and the public
from abuses that might occur absent the three-tier system.

(4) Promotes a vibrant marketplace that carefully balances fair competition with
health and public safety concerns. The Beer Franchise Law and the three-tier

system ensure that all three tiers operate independently and on a level playing

I tiltil til tffi ]il llll llilil llffi lffi lffi ll lllil lil lill
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General Assembly Of North Carolina Session 2019

I field so that no one participant or sector of the industry becomes too dominant
2 over the others. These laws allow for fair checks-and-balances in the beer
3 industry. Wholesaler independence further creates a transparent and
4 accountable distribution system that assists in identifying improper marketing
5 practices and potentially unsafe products when issues arise, and provides
6 brewers that engage a wholesaler with an established means to access new
7 markets.
8 (5) Prevents vertical integration of the manufacturing, distribution, and retail
9 tiers. This still occurs in other countries today where adverse health and public

10 safety effects are observed. The historical three-tier system model
11 incorporated a deliberate regulatory structure that prevents monopolization.
12 However, as the number of beer industry participants has grown substantially,
13 it is necessary to make important adjustments to the three-tier system to
14 promote the overall success of the beer manufacturing industry in North
l5 Carolina by recognizing the different stages of brewery development.
16 (6) Assists in collecting excise taxeso particularly from nonresident suppliers.
17 While self-distributing resident breweries are required to remit excise taxes
18 directly to the Department of Revenue, wholesalers collect and remit the
19 excise tax on malt beverages on behalf of resident and nonresident suppliers
20 to the Department of Revenue, totaling approximately $140 million in excise
21 taxes each year to the State.
22 (7) Promotes local regulatory control, temperance, and moderate consumption of
23 malt beverages. The three-tier system in particular incorporates features to
24 promote healthy competition in the marketplace while minimizing
25 overly-aggressive marketing practices, such as limits on quantity discounts,
26 requirements of nondiscriminatory treatment among wholesalers and retailers,
27 and limits on advertising and promotional materials. The three-tier system also
28 provides clear chain of custody for products in distribution, which enables law
29 enforcement to easily track products in the marketplace when issues arise.
30 (8) Provides a vital platform that promotes product safety for consumers. Malt
3l beverage distributors invest heavily in infrastructure, such as modern
32 warehouses and vehicles, that maintain product integrity during distribution.
33 There are also strict recordkeeping requirements, which enable wholesalers to
34 readily track malt beverage products sold in the market for prompt return in
35 the event ofa product recall.
36 (9) Encourages wholesalers, under the Beer Franchise Law, to invest capital and
37 labor for suppliers of all sizes, large and small, to expand into new markets
38 with new products. Unfair or arbitrary termination is prohibited, but suppliers
39 who are subject to the Beer Franchise Law are still afforded the ability to
40 terminate a distribution agreement for good cause. The Beer Franchise Law
41 inhibits forced consolidation among wholesalers. The three-tier system also
42 affords small retailers the same market access opportunities to the same wide
43 selection of brands that other large-scale retailers have, and on equal terms.
44 Whereas, the General Assembly also reaffirms its support of the craft beer industry
45 and makes the following findings:
46 (1) The current small-brewery provisions of Chapter 188 of the General Statutes
47 were intended to foster the growth of small craft breweries while
48 simultaneously protecting wholesalers from the risk of economic unceftainty.
49 Since the adoption of those provisions, however, the craft beer industry has
50 seen exponential growth. The craft beer industry now provides a significant
5l source of high-quality manufacturing and service employment and wages and

Page2 House Bill 363 H363-CSTQ-7 lv.2l
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General Assembly Of North Carolina Session 2019

generates significant tax revenue for the State. In addition, the growth of the

craft beer industry has resulted in significant positive secondary impacts on

the economy through increased business to a myriad of suppliers to the craft

breweries, resulting in even greater employment and tax revenue for the

State's citizens.
(2) It is in the best interest of the State to continue supporting the entrepreneurial

spirit and economic growth driven by the craft beer industry. Yet it remains

vital to preserve the integrity of the State's three-tier system. Today, mid-sized

independent breweries possess only a fraction of the malt beverage market in

light of increased consolidation and globalization of large suppliers.

Consequently, the growth of these mid-sized independent breweries promotes

economic development, employment and wages, and significanttax revenue

without the same risks of harm that the three-tier system is designed to

minimize.
(3) In view of these new market realities, the existing small brewery provisions

of Chapter l8B of the General Statutes warrant revision. Specifically,

recognition for a new category of breweries, Mid-Sized Independent

Breweries, is needed to reflect the market's evolution, foster the continued

growth of the craft beer industry, promote consumer choice, ensure access to

market, and promote stable and healthy competition in the malt beverage

industry in this State. The following legislative enactments are expressly

intended to further these purposes.

Whereas, the General Assembly finds that regulation of the malt beverage industry

and the objectives sought to be achieved by this act fall squarely within the authority granted to

the State by the 21st Amendment to the United States Constitution and the inherent police powers

of this State; Now, therefore,
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 188-100 reads as rewritten:

"$ 188-100. Purpose of Chapter.
This Chapter is intended to establish a uniform system of control over the sale, purchase,

transportation, manufacture, consumption, and possession of alcoholic beverages in North

Carolina, and to provide procedures to insure the proper administration of the ABC laws under a

uniform system throughout the State. This Chapter shall be liberally construed to the end that the

sale, purchase, transportation, manufacture, consumption, and possession of alcoholic beverages

shall be prohibited except as authorized in this Chapter. If any provision of this Chapter. or its
on

be

the

to further limit rather than exoand commerce in alcoholic heverases- and with to malt

ct
the

Except as provided in this chapter, local ordinances establishing

manufacture, sale, purchase, transportation, possession, consumption, or
different rules on the
other use of alcoholic

beverages, or requiring additional permits or fees, are prohibited."
SECTION 2. G.S. l8B-l l0a(aX8) reads as rewritten:

"(8) Obtain a malt beverage wholesaler permit to sell, deliver, and ship at

wholesale enlfup to SO.OOO Uarrel*alt beverages manufactured by the
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 ?5S00-10Q00Q

H363-CSTQ-7 lv.2l House Bill 363 Page 3
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barrels of malt beverages produced by it per year. The barrelage limitations
set forth in this subdivision apply regardless of the number or t)'pe of permits
that may be issued to a brewery under this Chapter. A brewery not exceeding
the sales quantity limitations in this subdivision may also sell the malt
beverages manufactured by the brewery, and malt beverages produced under
subdivision (6a) of this subsection, at not more than three other locations in
the State, where the sale is legal, upon obtaining the appropriate permits under
G.S. 188-1001. A brewery operating any additional retail location pursuant to
this subdivision under a different trade name than that used at the brewery
shall also offer for sale at that location a reasonable selection of competitive
malt beverage products. A sale at any additional retail location under this
subdivision shall not be considered a wholesale sale for the purposes of Article
13 of this Chapter. Except as provided in G.S. 188-l I l6(b), the Commission
shall have no authority to grant an exemption to or otherwise allow a brewerv
permittee more than the three additional retail locations authorized bv this
subdivision. Malt beverages rnanufactured bv a supplier permittee that owns
five percent (5o%) or more of a brewery permittee actins under the authority
sranted in this subdivision shall be included in determining whether the
brewery permiffee complies with the barelage limitations set forth in this
subdivision."

SECTION 3. G.S. 188-1116 reads as rewritten:
"$ 18B-1116. Exclusive outlets prohibited.

(b) Exemptions. - The Commission may grant exemptions from the provisions of this
section. A nrr ovamn+inn hrr fhp /anmmiooi^- i- ." hich an ., t *-,,,^-, , qn., 

^fff^or rlircnfnr

has a in the busines
retail shall

brewery's malt beverages from beins sold to or purchased b)'that retailer. In determining whether
to grant an exemption, the Commission shall consider the public welfare, the quantity and value
of articles involved, established trade customs not contrary to the public interest, and the purposes
of this section.

lt

Prevent unfair or unlawful trade0)

Q)

G)
p)

Lr_q)

47
48
49
50

5l

SECTION 4. G.S. l88-1300 reads as rewritten:
"$ 188-1300. Purpose.

Pursuant to the authority of the State under the Twenty-First Amendment to the United States
Constitution, the General Assembly finds that regulation of the business relations between malt
beverage manufacturers and importers and the wholesalers of such products is necessary to:

bv enablins wholesalers to refuse
to participate in such practices without fear of arbitrarlz or unlawful retribution
from suppliers.

(6) Provide wholesalers with rights and remedies in addition to those existing by
contract or common law.
Govern all between suooliers and who . includins anv
renewals or amendments.
Protect wholesalers against unfair treatment by suppliers.
Preserve investments made by wholesalers in franchise agreements through
minimization of arbitrary termination.
Promote consumer choice by ensuring an independent wholesale distribution
tier that enables wholesalers to distribute competing products of other
suppliers.

Page 4 House Bill 363 H363-CSTQ-7 [v.2]
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G! Prevent vertical inteqration of the malt beverage market."

SECTION 5. G.S. 18B-1305(a1) reads as rewritten:

"(al) Termination by a Small Brewery. - A brewery's authorization to distribute its own

malt beverage products pursuant to G.S. 18B-110a(aX8) 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. This subsection only
and

fewer malt

defined in G.S. 188-1104."
SECTION 6. If any provision of this act or its application is held invalid, the

invalidity does not affect other provisions or applications of this act that can be given effect

without the invalid provisions or application, and to this end the provisions of this act ate

severable.
SECTION 7. This act does not apply to any exemption order or amendment thereto

entered by the Alcoholic Beverage Control Commission prior to the effective date of this act, or

to any ru.h 
"""-ption 

order or amendment that is renewed or reissued by the Commission after

the effective date of this act.
SECTION 8. This act is effective when it becomes law.

H363-CSTQ-7 lv.2l House Bill 363 Page 5
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HOUSE BILL 363

Short Title: Craft Beer Distribution & Modernization AcL

1

(Public)

Sponsors Representatives Lewis, Bell, Jackson, and Reives (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
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March 18,2019

A BILL TO BE ENTITLED
AN ACT TO CONFIRM THE STATE'S SUPPORT OF THE THREE-TIER SYSTEM FOR

DISTRIBUTION OF MALT BEVERAGES AND THE FRANCHISE LAWS, TO MAKE
ADJUSTMENTS TO MODERNIZE THE EXEMPTIONS TO THE THREE-TIER

SYSTEM, AND TO PROMOTE THE GROWTH OF SMALL AND MID-SIZED
INDEPENDENT CRAFT BREWERIES.

Whereaso the General Assembly reaffirms its support of the Beer Franchise Law and

the three-tier system for the distribution of malt beverages and finds that the Beer Franchise Law

and the three-tier system does all of the following:
(1) Promotes consumer choice and product variety by providing a platform that

enables new malt beverage products to come to market that might not

otherwise be available to the consumer. These laws encourage wholesalers to

make investments in their businesses necessary to expand distribution of new

products and to allow large and small breweries alike an opportunity to enter

the market through independent distribution. Wholesaler investments include

adding resources such as warehouses, personnel, vehicles, equipment,

merchandise, and marketing. Consumers have access to an exceedingly wide

array of malt beverage products, unlike other industries that foster closed

distribution networks and vertical integration.
(2) Promotes the growth of the craft beer industry by providing suppliers with

access to markets outside of the brewery. Brewers that use wholesalers are

able to instantly access and utilize a wholesaler's established infrastructure in
markets they may not otherwise be able to enter. Smaller breweries further

benefit because wholesalers are able to act independently to carry all brands,

from large and small suppliers. The goal of these laws is to allow brewers of
all sizes to fairly compete in the marketplace and to access retailers of all sizes'

(3) Helps ensure that the industry, as a whole, complies with the alcohol laws of
this State. A wholesaler must remain independent and free from unfair or

oppressive conduct by large suppliers to promote responsible sales and

marketing practices. Wholesaler independence also promotes and maintains

fair dealing among industry participants. Ultimately, these measures protect

consumers and the public from abuses that might occur if large industry

participants were able to control more than one tier of the industry.

r ll]il til tffi ril lill llll lil llill lil lil*H363-V-1*
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(4) Promotes a vibrant marketplace that carefully balances fair competition with
health and public safety concems. The Beer Franchise Law and the three-tier
system ensure that all three tiers operate independently and on a level playing
field so that no one participant or sector of the industry becomes too dominant
over the others. These laws allow for fair checks-and-balances in the beer
indushy. Wholesaler independence further creates a transparent and
accountable distribution system that assists in identifying improper marketing
practices and potentially unsafe products when issues arise, and provides
brewers that engage a wholesaler with an established means to access new
markets.

(5) Prevents vertical integration of the manufacturing, distribution, and retail tiers
by large industry participants. This still occurs in other countries today where
adverse health and public safety effects are observed. The historical three-tier
system model incorporated a deliberate regulatory structure that made it
impossible for large suppliers to monopolize. However, as the number of beer
industry participants has grown substantially, it is necessary to make
important adjustments to the three-tier system to promote the overall success
of the beer manufacturing industry in North Carolina by recognizing the
different stages of brewery development.

(6) Assists in collecting excise taxes, particularly from nonresident suppliers.
While self-distributing resident breweries are required to remit excise taxes
directly to the Department of Revenue, wholesalers collect and remit the
excise tax on malt beverages on behalf of resident and nonresident suppliers
to the Department of Revenue, totaling approximately $140 million in excise
taxes each year to the State.

(7) Promotes local regulatory control, temperance, and moderate consumption of
malt beverages. The three-tier system in particular incorporates features to
promote healthy competition in the marketplace while minimizing
overly-aggressive marketing practices, such as limits on quantity discounts,
requirements ofnondiscriminatory treatment among wholesalers and retailers,
and limits on advertising and promotional materials. The three-tier system also
provides clear chain of custody for products in distribution, which enables law
enforcement to easily track products in the marketplace when issues arise.

(8) Provides avital platform that promotes product safety for consumers. Malt
beverage distributors invest heavily in infrastructure, such as modern
warehouses and vehicles, that maintain product integrity during distribution.
There are also strict recordkeeping requirements, which enable wholesalers to
readily track malt beverage products sold in the market for prompt return in
the event ofaproduct recall.

(9) Helps ensure these and other policy objectives by preventing unfair or
arbitrary termination from large suppliers. The Beer Franchise Law
encourages wholesalers to invest capital and labor for suppliers of all sizes,
large and small, to expand into new markets with new products. Although
unfair or arbitrary termination is prohibited, suppliers who are subject to the
Beer Franchise Law are still afforded the ability to terminate a distribution
agreement for good cause. Wholesaler independence is critical to prevent
vertical integration of the market and other tied house abuses by large industry
participants. The Beer Franchise Law inhibits forced consolidation among
wholesalers and prevents arbitrary termination of a franchise agreement by
these large suppliers. The three-tier system also affords small retailers the

Page2 House Bill 363-First Edition
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same market access opportunities to the same wide selection of brands that

other large-scale retailers have, and on equal terms.

Whereas, the General Assembly also reaffirms its support of the craft beer industry

and makes the following findings:
( 1 ) The current small-brewery provisions of Chapter 1 8B of the General Statutes

were intended to foster the growth of small craft breweries while
simultaneously protecting wholesalers from the risk of economic abuses by
large suppliers holding market dominance. Since the adoption of those

provisions, however, the craft beer industry has seen exponential growth. The

craft beer industry now provides a significant source of high-quality
manufacturing and service employment and wages and generates significant
tax revenue for the State. In addition, the growth of the craft beer industry has

resulted in significant positive secondary impacts on the economy through
increased business to a myriad of suppliers to the craft breweries, resulting in
even gleater employment and tax revenue for the State's citizens.

(2) It is in the best interest of the State to continue supporting the entrepreneurial

spirit and economic growth driven by the craft beer industry. Yet it remains

vital to preserve the integrity of the State's three-tier system, which minimizes

the potential for harm by large suppliers that hold market dominance. Today,

mid-sized independent breweries possess only a fraction of the malt beverage

market in light of increased consolidation and globalization of large suppliers.

Consequently, the growth of these mid-sized independent breweries promotes

economic development, employment and wages, and significant tax revenue

without the same risks of harm that the three-tier system is designed to
minimize.

(3) In view of these new market realities, the existing small brewery provisions

of Chapter 18B of the General Statutes warrant revision. Specifically,
recognition for a new category of breweries, Mid-Sized Independent

Breweries, is needed to reflect the market's evolution, foster the continued

growth of the craft beer industry, promote consumer choice, ensure access to
market, and promote stable and healthy competition in the malt beverage

industry in this State. The following legislative enactments are expressly

intended to further these purposes.

Whereas, the General Assembly finds that regulation of the malt beverage industry

and the objectives sought to be achieved by this act fall squarely within the authority granted to

the State by the 21 st Amendment to the United States Constitution and the inherent police powers

of this State;Now, therefore,
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 188-100 reads as rewritten:

"S 188-100. Purpose of Chapter.
This Chapter is intended to establish a uniform system of control over the sale, purchase,

transportation, manufacture, consumption, and possession of alcoholic beverages in North
Carolina, and to provide procedures to insure the proper administration of the ABC laws under a

uniform system throughout the State. This Chapter shall be liberally construed to the end that the

sale, purchase, transportation, manufacture, consumption, and possession of alcoholic beverages

shall be prohibited except as authorized in this Chapter. If any provision of this Chapter. or its

to

ln
to firther limit rather exoand commerce in alcoholic beverages. and with resoect to malt

House Bill 363-First Edition
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enhance strict regulatory control over taxation. distribution" and sale of alcoholic beveraees
through the three-tier reeulatory system and the ftanchise laws imposed by this Chapter.

Except as provided in this Chapter, local ordinances establishing different rules on the
manufacture, sale, purchase, transportation, possession, consumption, or other use of alcoholic
beverages, or requiring additional permits or fees, are prohibited."

SECTION 2. G.S. 18B-110a(aX8) reads as rewritten:
"(8) Obtain a malt beverage wholesaler permit to sell, deliver, and ship at

wholesale enlfup to SO"OOO Uanets of malt beverages manufactured by the
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$00-10O0QQ
barrels of malt beverages produced by it per year The limitations
set forth in this subdivision apply reeardless of the number or type of permits
that may be issued to a brewerls under this Chapter. A brewery not exceeding
the sales quantity limitations in this subdivision may also sell the malt
beverages manufactured by the brewery, and malt beverages produced under
subdivision (6a) of this subsection, at not more than three other locations in
the State, where the sale is legal, upon obtaining the appropriate permits under
G. S. 1 88- 1 001 . A brewery operating any additional retail location pursuant to
this subdivision under a different trade name than that used at the brewery
shall also offer for sale at that location a reasonable selection of competitive
malt beverage products. A sale at any additional retail location under this
subdivision shall not be considered a wholesale sale for the purposes of Article
13 of this Chapter. The Commission shall no authoritv to srant an
exemption to or otherwise allow more than the three additional retail locations
authorized by this subdivision. Malt beverages manufactured by a supplier
that owns five (5Yo\ or more of a brewerv nermi actins under the
authority eranted in this subdivision shall be included in determining whether
the brewery permittee complies with the barrelage limitations set forth in this
SU

SECTION 3. G.S. 188-1300 reads as rewritten:
"S 188-1300. Purpose.

Pursuant to the authority of the State under the Twenty-First Amendment to the United States
Constitution, the General Assembly finds that regulation of the business relations between malt
beverage manufacturers and importers and the wholesalers of such products is necessary to:

(5) Prevent unfair or unlawful trade practices by enabline wholesalers to refuse
to participate in such practices without fear of arbitrary or unlawful retribution
from suppliers.

(o Provide wholesalers with rights and remedies in addition to those existing by
contract or common law.

0 Govern all agreements between suppliers and wholesalers" includinq an--u

renewals or amendments.
(8) Protect wholesalers against unfair treatment bli suppliers.
P) Preserve investments made by wholesalers in franchise agreements throush

minimization of arbitrarv termination.
(LA Promote consumer choice by ensuring an independent wholesale distribution

tier that enables wholesalers to distribute competing products of other
suppliers.

G]) Prevent vertical intesration of the malt beverage market."
SECTION 4. G.S. 18B-1305(a1) reads as rewritten:
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"(a1) Termination by a Small Brewery. - A brewery's authorization to distribute its own

malt beverage products pursuant to G.S. 18B-110a(aX8) 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. This subsection only

applies to a brewery that sells to consumers at the brewery. to wholesalers. to retailers. and to

exporters. fewer than 25.000 barrels of malt beverages produced by it per year. Malt beverages

manufactured blr a supplier that owns five percent (5%) or more of a brewery permittee shall be

included in determining whether the brewery permittee complies with the barrelage limitations
set forth in this subdivision. For purposes of this subsection. the term "barrel" is as defined in
G.S. 1gB-1104."

SECTION 5. If any provision of this act or its application is held invalid, the

invalidity does not affect other provisions or applications of this act that can be given effect

without the invalid provisions or application, and to this end the provisions of this act are

severable.
SECTION 6. Section 2 of this act does not apply to any exemption order or

amendment thereto entered by the Alcoholic Beverage Control Commission prior to the effective

date of this act.
SECTION 7. This act is effective when it becomes law.

House Bill 363-First Edition Page 5





HOUSE BILL 363:
Craft Beer Distribution & Mod ernization Act.

20 1 9-2020 G eneral Assembly

Committee: House Alcoholic Beverage Control. If Date:
favorable, re-refer to Rules, Calendar, and

Operations of the House

Introduced by: Reps. Lewis, Bell, Jackson, Reives Prepared by:

Analysis oft PCS to First Edition
H363-CSTQ-7

Apil2,2019

Chris Saunders
Committee Counsel

OWRVIEW: The Proposed Committee Substitute (PCS) to House Bill 363 would allow brewery

permittees that sell fewer than 100,000 barrels of malt beverages produced by the brewery each year to

self-distribute up to 50,000 barrels of malt beverages manufoctuted by the brewery per year to
uiaffitiated retail permittees. The bitl would also provide that only breweries that sellfewer than 25'000

buriets of malt beverages produced by the brewery per year may terminate a franchise agreement in

the absence of good csuse.

[As introduced, this bill was identical to 5246, as introduced by Sen. Rabon, which is currently in

Senate Commerce and Insurance.]

CURRENT LAW: Under current law, only a brewery permittee that sells fewer than 25,000 barrels of
malt beverages per year may obtain a malt beverage wholesaler permit to distribute the malt beverages

manufactur.O UV the brewery. A brewery not exceeding the 25,000 barrel limit may also sell the malt

beverages manufactured by the brewery, and malt beverages produced under a contract brewing

arrangement, atnotmore than three other locations in the State. Additionally, a brewery permittee that

holds a malt beverage wholesaler permit may terminate a franchise agreement with a wholesaler in the

absence of good cause after giving written notice and paying the wholesaler fair market value for the

distribution rights for the affected brand.

BILL ANALYSIS:

Section 1 of the PCS would add a savings clause to Chapter l88 of the General Statutes (Regulation of
Intoxicating Liquors) and express the intent of the General Assembly for the Chapter to be construed to

limit rather than expand commerce in alcoholic beverages and enhance regulation of malt beverages,

unfortified wine, and fortified wine through the three-tier regulatory system.

Section 2 would allow a brewery permittee that sells fewer than 100,000 barrels of malt beverages per

year to obtain a malt beverage wholesaler permit to sell, deliver, and ship at wholesale up to 50,000 barrels

tf malt beverages per year to unaffiliated retail permittees. The barrelage limitation would apply

regardless of the number or type of permits that may be issued to a brewery. Malt beverages manufactured

by a supplier permittee that owns five percent or more of a brewer permittee would be included in

determining whether the brewery permiffee complies with the barrelage limitations.

Legislative Analysis
Division

91 9-73 3-2 578

Karen Cochrane-Brown
Director
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This section would also prohibit the Alcoholic Beverages Control Commission from granting an
exemption to or otherwise allowing a brewery permittee to have more than three additional retail locations,
except as provided in Section 3 of this act.

Section 3 would provide that if the Commission enters an exemption in which any brewery or any officer,
director, or affiliate of the brewery has a financial interest in the business of any retailer beyond the three
additional retail locations allowed by the brewery permit, the exemption must prohibit the brewery's malt
beverages from being sold to or purchased by that retailer.

Section 4 would add seven new purposes for which the General Assembly finds that regulation of business
relations between malt beverage manufacturers and importers and malt beverage wholesalers is necessary.

Section 5 would provide that only a brewery that sells fewer than 25,000 barrels of malt beverages per
year may terminate a franchise agreement with a malt beverage wholesaler in the absence of good cause.
Malt beverages manufactured by a supplier permittee that owns five percent or more of a brewer permiffee
would be included in determining whether the brewery permittee complies with the barrelage limitations.

Section 6 and 7 contain a severability clause and provide that this act does not apply to any exemption
order or amendment to an exemption order entered by the Alcoholic Beverage Control Commission prior
to the effective date of this act, or any exemption order or amendment renewed or reissued after the
effective date of this act.

EFFECTIVE DATE: This act would be effective when it becomes law.
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A BILL TO BE ENTITLED
AN ACT TO AUTHORIZE PUBLIC COLLEGES AND I.JNIVERSITIES TO ALLOW

ALCOHOL SALES AT STADIUMS, ATHLETIC FACILITIES, AND ARENAS
LOCATED ON SCHOOL PROPERTY.

The General Assembly ofNorth Carolina enacts:

SECTION 1. G.S. 18B-1006(a) reads as rewritten:
"(a) School and College Campuses. - No permit for the sale of alcoholic beverages shall

be issued to a business on the campus or property of a public school, college, or university. This

subsection shall not apply to the following:
(1) A regional facility as defined by G.S. 160A-480.2 operated by a facility

authority under Part 4 of Article 20 of Chapter 160,4. of the General S+a*u+est

nlne+ie+.Stafutes.
(2) Property owned by a local board of education and leased for 99 years or more

to a nonprofit auditorium authority created prior to 1991 whose governing

board is appointed by a city governing board, a county board of
commissioners, or a local school board.

(3) A hotel.
(4) A nonprofit alumni organization.
(5) Restaurants, eating establishments, food businesses, or retail businesses on the

property defined by G.S. 116-198.33(4).
(6) Any golf courses owned or leased by the public college or university and open

to the public for use.
(7) The sale of malt beverages, unfortified wine, or fortified wine at the following:

a. Performing arts centers located on property owned or leased by the

public college or university.
b. Any stadiums that support a NASCAR-sanctioned one-fourth mile

asphalt flat oval short track, that are owned or leased by the public
college or university, and that only sell malt beverages, unfortified
wine, or fortified wine at events that are not sponsored or funded by
the public college or university.

(8) Special one-time permits as described in G.S. 18B-1002(a)(5) for the

Loudermilk Center for Excellence facility at the University of North Carolina
at Chapel Hill.

(9) A stadium. athletic facility. or arena on the campus or property of a public
tv if the Roard of Trustees of the

I lltiltiltililtil ilt ililil llffi lill lil lllil lillllilllllillil llll
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university has voted to allow the issuance of permits for use at that stadium.
athletic facility. or arena. If a Board of Trustees votes to allow the issuance of
permits in accordance with this subdivision. the Board of Trustees shall
provide written notice to the Commission that it has voted to allow the
issuance of permits. For purposes of this subdivision. the term "public college
or universit " does not include a community college. Any permit described in
G.S. 188-1001. 188-1002(a)(2). or 18B-1002(a)(5) may be issued pursuant
to this subdivision to applicants meeting the requirements for the requested
permit. Notwithstanding the issuance of a mixed beverages permit pursuant to
G.S. 18B-1001(10)" this subdivision does not authorize the sale of mixed
beverages when the stadium" athletic facility. or arena is being used for a
sports event sponsored by the public college or universit)'. This subdivision
does not apply to any sales authorized under subdivisions (1) through (8) of
this subsection. For purposes of this subdivision" the premises of a stadium.
athletic facilitv- or arena shall include anv area that meets all of the followins
requirements:
a. Is within 500 feet of the furthest exterior building wall. perimeter

fence. or permanent fixed perimeter.
b. Is desisnated bv the stadium. athletic facilitv. or arena in a map or

lwitten description that clearly defines the boundary of the area. and
that map or written description is included in the permit application.

c. Can be designated in a manner that enables the stadium" athletic
facility" or arena to ensure compliance with the provisions of this
Chapter."

SECTION 2. This act is effective when it becomes law.

Page2 House Bill389 H389-CSSAf-13 [v.2]
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Sponsors Representatives Bell, Boles, Goodman, and Lewis (Primary Sponsors).

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

Referred to: Alcoholic Beverage Control, if favorable, Finance, if favorable, Rules, Calendar,

and Operations of the House

March 20,2019

A BILL TO BE ENTITLED
AN ACT TO AUTHORIZE PUBLIC COLLEGES AND UNIVERSITIES TO ALLOW

ALCOHOL SALES AT STADIUMS, ATHLETIC FACILITIES, AND ARENAS
LOCATED ON SCHOOL PROPERTY.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 18B-1006(a) reads as rewritten:

"(a) School and College Campuses. - No permit for the sale of alcoholic beverages shall

be issued to a business on the campus or property of a public school, college, or university. This

subsection shall not apply to the following:
(1) A regional facility as defined by G.S. 1604-480.2 operated by a facility

authority under Part 4 of Article 20 of Chapter 160,4. of the General Stanxes;

(2)
*me+ie+.SIqlUler
Property owned by a local board of education and leased for 99 years oI more

to a nonprofit auditorium authority created prior to 1991 whose goveming

board is appointed by a city governing board, a county board of
commissioners, or a local school board.
A hotel.
A nonprofit alumni organization.
Restaurants, eating establishments, food businesses, or retail businesses on the

property defined by G.S. 116-198.33(4).
Any golf courses owned or leased by the public college or university and open

to the public for use.
The sale of malt beverages, unfortified wine, or fortified wine at the following:
a. Performing arts centers located on property owned or leased by the

public college or university.
b. Any stadiums that support a NASCAR-sanctioned one-fourth mile

asphalt flat oval short track, that are owned or leased by the public
college or university, and that only sell malt beverages, unfortified
wine, or fortified wine at events that are not sponsored or funded by
the public college or university.

Special one-time permits as described in G.S. 18B-1002(a)(5) for the

Loudermilk Center for Excellence facility at the University of North Carolina
at Chapel Hill.
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(9) A stadium" athletic facility. or arena on the campus or propertlr of a public
collese or university. if the Board of Trustees of the public college or
university has voted to allow the issuance of permits for use at that stadium.

1n

I 88- I 002(aX2). or 1 88- 1002(aX5) may be issued pursuant to this subdivision
to applicants meeting the requirements for the requested permit.
Notwithstanding the issuance of a mixed beverages permit pursuant to
G.S. 18B-1001(10). this subdivision does not authorize the sale of mixed
beveraees when the stadium. athletic facility" or arena is beinq used for a
sports event sponsored by the public college or universitlu. For purposes of
this subdivision" the premises of a stadium. athletic facility. or arena shall
include anly area that meets all of the following requirements:
a. Is within 500 feet of the furthest exterior building wall. perimeter

fence. or permanent fixed perimeter.
b. Is designated by the stadium" athletic facilit]'" or arena in a map or

written description that clearly defines the boundary of the area. and
that map or written description is included in the permit application.

c. Can be designated in a manner that enables the stadium. athletic
arena to of

1

Chapter."
SECTION 2. This act is effective when it becomes law.
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ABC/Univ Athletic Facility.

2 0 1 9-2020 General Assembly

Committee: House Alcoholic Beverage Control. If Date: Aptil2,2019
favorable, re-refer to Finance. Iffavorable, re-
refer to Rules, Calendar, and Operations of the
House

Introduced by: Reps. Bell, Boles, Goodman, Lewis Prepared by: Susan Sitze

Analysis of: PCS to First Edition Staff Attorney
H389-CSSAf-13

OWRWEW: The Proposed Committee Substitute (PCS) for Hoase BiA 389 would authorize public
colleges and universities to allow alcohol sules at stadiums, athletic facilities, snd arenus located on

school property.

[As introduced, this bill was identical to 5296, as introduced by Sens. Gunn, Rabon, Britt, which is
currently in Senate Education/Higher Education.l

CURRENTLAW: G.S. 188-1006(a)prohibitstheissuanceofpermitsforthesaleofalcoholicbeverages
to businesses on the campus or property of a public school, college or university, unless a specific

exception applies.

BILL ANALYSIS:

The PCS for House Bill 389 would create a new exception to authorize the issuance of permits for the sale

of alcoholic beverages at stadiums, athletic facilities, or arenas on the campus or property of a public

college or university if (i) the Board of Trustees has voted to allow the issuance of permits at that particular

stadium, athletic facility, or arena, and (ii) the Board has notified the Alcoholic Beverage Control
Commission of that vote. This exception would not apply to community colleges.

If the Board of Trustees has authorizedthe issuance of permits, permits for the sale and serving of alcohol

could be issued to applicants that meet the requirements for the requested permit. However, if a mixed

beverage permit is issued, sales of mixed beverages would not be allowed when the stadium, athletic

facility, or arena is being used for a sports event sponsored by the public college or university. Sales that

are already allowed under the current statutory exceptions would not be affected by the provisions of this

exception.

For the pu{pose of issuing permits pursuant to this exception, the premises of a stadium, athletic facility,
or arena could include any area within 500 feet of the facility, designated by the facility in a written
description or map that clearly defines the boundary of the area, and that can be designated in a way to
ensure compliance with the alcohol laws. The written description or map of the area must be included in
the permit application.

EFFECTIVE DATE: This act would be effective when it becomes law.

Legislative Analysis
Division

9 I 9-7 33-2578

Karen Cochrane-Brown
Director
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Legislative Fiscal Note

Short Title:
Bill Number:
Sponsor(s):

SunnnnlRv TRst E

AB C/Univ Athletic Facility.
House Bill 389 [First Edition)
R.epresentatives Bell, Boles, Goodxnan, and Lewis

State lmpact

General Fund Revenue

Less Expenditures

General Fund lmpact

FISCAL IMPACT OF H.B. 389, V.l

FY 20L9-20 FY 2020-2L FY 202L-22 FY 2022-23 FY 2023-24

No Estimate Available - Refer to Fiscal Analysis section

::
.NET STATE IMPACT No Estimate Available - Refer to Fiscal Analysis section

FrscRr, Iupacr Suiuuanv

Fiscal Research cannot determine which educational institutions, if any, would apply for the permits
added in Section 1 of this bill. Therefore, the costs to the ABC Commission and revenues to the public
colleges or universities and to the General Fund cannot be estimated at this time.

FmcarAruelvsts

Section 1 of the bill would add a permit for the sale of alcoholic beverages as described in G,S. 1BB-
l-001, 188-1002[a)(2), or 1BB-2001ta)t5) in'a stadium, athletic facility, or arena on the campus or
property of a public college or universities if the Board of Trustees of that institution vote to allow
the issuance of such a permit. The section would not permit the sale of mixed beverages when the
facility is being used for a sports event sponsored by the public college or university.

Fiscal Research finds that while there will be more locations eligible to apply for permits, there is
no method to determine how many such facilities will actually apply for such permits. The ABC
Commission may incur costs for processing these additional applications and may remit additional
revenue to the General Fund from additional ABC fees, but the amounts cannot be determined at
this time. Because it is unknown which Board of Trustees for a public college or university would
apply for such a permit, if any, the fiscal impact to the public colleges or universities also cannot be
estimated at this time.

FISCAL RESEARCH DIUSION Page I of 2 April2,201.9



TrcHurcel CoNsrnERATroNs

N/A,

DerR SouRcrs

ABC Couurssron

Lpctsmrtvn Flscm Norn - puRposneuu Lrurtlttows
This document is an official fiscal analysis prepared pursuant to chapter 120 0fthe General Statutesand rules adopted by the Senate and House of Representatives. The estimates in this analysis arebased on the data, assumptions, and methodology described in the Fiscal Analysis section of thisdocument. This document only ad dresses sections of the bill that have projected direct fiscalimpacts on State or local governments and does not address sections that have no projected fiscalimpacts

CorurRct IruroRuRtlow

Queslions on tltis ailalysis shoulcl be dii.ected to the liiscai lresearcl urvrsron at [919j / J3-+910.

Esrluarn PnrpaRno By

William Childs and Chris Hearley

EsrnuRrnAppRovEn By

Mark Trogdon, Director of Fiscal Research
Fiscal Research Division
April 1,2019

0llicirtl

Signed copy located in the NCGA principal Clerk's Offices
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House Committee on Alcoholic Beverage Control
Tuesday, April 16 at 3:00 PM

Room 122811327 of the Legislative Building

MINUTES

The House Committee on Alcoholic Beverage Control met at 3:00 PM on April 16,2019 in Room 122811327 of the

Legislative Building. Representatives Alexander, Boles, Dahle, Fisher, Hardister, Holley, Hurley, Jones, I,ucas, M1p1adV,

Mier, Stevens, B. Turner, Willingham, Yarborough, and Zachary attended. Carol Shaw, Program Evaluation Division

Clerk and Evaluator, Jennifer Bedford, Chris Saunders, and Susan Sitze from Legislative Analysis were also present. A

Visitor Registration Sheet is attached and made part of the minutes.

Representative Chuck McGrady, Chair, presided and called the meeting to order at 3:05 p.m.

The Chair recognized the Sergeant at Arms and Pages in attendance. Chairman McGrady then explained that the

committee would take up ffn gt ABC Laws and Modernization/PED Study first, and if time permitted, would consider

HB 99 Transfer ALE.
Representative McGrady recognized Susan Sitze to address the committee regarding the bill.

The following bill and its amendments were considered:

HB 91 ABC Laws Modernization/PED Study. (Representatives McGrady, Boles, Horn' Willingham)

Amendment I H91-ASA-10 [v.1] (Attachment l).
Representative McGradyrecbgnized Representative Hurley to send forth amendment H9l-ASA-10 [v.l]
There was discussion on the amendment.
public comment was taken. Jon Carr, Lobbyist of North Carolina ABC Boards, Demetrius Deloatch ofNorth

Carolina Leagu'e of Municipalities and Reverend Mark Creech, Executive Director of the Christian Action

League commented on the amendment'

Representative McGrady, seeing no further discussion on the amendment, called for a vote on Amendment I

H9l-ASA-10 [v.l], the amendment passed.

Amendment 2 H91-ASA-21 [v.3] (Attachment 2).
Representative McGradyrecognized Representative Boles to send forth amendment H9I-ASA-21lv.3l.
There was discussion on the amendment.
Representative McGrady, seeing no further discussion on the amendment, called for a vote on Amendment 2

H91-ASA-21 [v.3], the amendment passed.

Amendment 3 H91-ASA-8 [v.1] (Attachment 3).

Representative McGrady recognized Representative Hurley to send forth amendment H9I-ASA-8 [v.l].
There was discussion on the amendment.
public comment was taken. Reverend Mark Creech and Connie Wilson, lobbyist for Distilled Spirits Council

of United States commented on the amendment'
Representative McGrady, seeing no further discussion on the amendment, called for a vote on Amendment 3

H91-ASA-8 [v.l], the amendment failed.

Amendment 4 H91-ASA-9 [v.1] (Attachment 4)
Representative McGrady recognized Representative Hurley to send forth amendment H91-ASA-9 [v.1].
There was discussion on the amendment
public comment was taken. Jim Albright, North Carolina Alcohol Policy Alliance commented on the

amendment.
Representative McGrady, seeing no further discussion on the amendment, called for a vote on Amendment 4

H9l-ASA-9 [v.l], the amendment failed.

Amendment 5 H9I-ASA-19 [v.5] (Attachment 5)



)

)



Representative McGrady recognized Representative Hardister to send forth amendment H9I-ASA-19 [v.5]

Representative McGrady opened the floor for discussion, hearing none, opened the floor for public comment.

Renee Metzer, Chief Couniel for North Carolina ABC Commission commented on amendment.

Representative Hardister withdrew Amendment 5 H9I-ASA-19 [v.5] for further review.

Representative McGrady recognized Representative Hardister for a motion to suspend the rules in order to allow the vote

to be taken within fifteen minutes of adjournment of the committee.
The Chair opened the floor for discussion, hearing none, called for the vote. The motion passed.

Representative McGrady recognized Representative Yarborough for a motion for HB 9l as amended, be rolled into a

Committee Substitute; iuuotub*I. report as to the Committee Substitute, unfavorable as to the original bill with a serial

referral to Finance.

The Chair called for the vote and the motion passed.

Due to time constraints the chairman announced that consideration of H99 [Transfer ALE] would be postponed to a future

meeting.

There being no business, committee adjourned at 3 :52 p.m.

t
Representative Chuck McGrady, Chair
Presiding

ly

a



a



Updated #lz IJ99 Transfer ALE added to the calendar

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

2019-2020 SESSION

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

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Tuesday, April 16,2019
3:00 PM
1228n327 LB
Representative Chuck McGrady presiding.

The following bills will be considered:

BILL NO. SHORT TITLE
rIB 91 ABC Laws Modernization/PED Study

HB 99 Transfer ALE.

SPONSOR
Representative McGrady
Representative Boles
Representative Horn
Representative Willingham
Representative McNeill
Representative Boles

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 4:42 PM on
Monday, April 15, 2019.

_ Principal Clerk

_ Reading Clerk - House Chamber

Kimberly Neptune (Committee Assistant)





House Committee on Alcoholic Beverage Control
Tuesday, April 16120l9r 3:00 PM

1228 I 1327 Legislative Buildin g

AGENDA

Welcome and Opening Remarks

Introduction of Pages

Bills

BILL NO.
HB 91

SHORT TITLE
ABC Laws Modernization/PED Study

SPONSOR
Representative McGrady
Representative Boles
Representative Horn
Repre sentative Willingham
Representative McNeill
Representative Boles

HB 99 Transfer ALE.

Presentations

Other Business

Adjournment





NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATTVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT
Representative James L. Boles, Jr.' Co-Chair
Representative Chuck McGrady, Co-Chair

F'AVORABLE COM SUB , UNFAVORABLE ORIGINAL BILL AND RE.REF'ERRED

HB 91 ABC Laws Modernization/PED Study.
Draft Number: H91-PCSI0549-SAf-20

Recommended Referral:
Long Title Amended:
Floor Manager:

None
Yes
McGrady

TOTAL REPORTED: I
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HOUSE BILL 91:
ABC Laws ModernizztionlPED Study.

2 0 1 9-2 020 General Assembly

Committee:

Introduced by:
Analysis of:

House Alcoholic Beverage Control. If Date: March I9,20I9
favorable, re-refer to Finance. Iffavorable, re-
refer to Rules, Calendar, and Operations of the
House
Reps. McGrady, Boles, Horn, Willingham Prepared by: Susan Sitze
First Edition Staff Attorney

OWRWEW: House Bill 91 would enact recommendations of the Joint Legislative Program
Evaluation Oversight Committee which would make the following changes to the Alcoholic Beverage

Control (ABC) laws:

o Require the merger of ABC systems locuted in a county wilh nryo or more ABC systems.

. Repeal the purchase-transportation permit requirementfor spiritaous liquor.

o Require the ABC Commission to submit a quarterly report on its processfor obtaining a contruct

for State warehouse services.

o Allow the purchase of individual bottles when placing a special order of spirituous liquor.

o Allow tocal ABC Boards to charge a d.elivery fee when delivering spirituous liqaor to mixed
beverage permittees.

o Allow local governments the option of operating ABC stores on Sundays

o Allow spirituous liqaor tastings at ABC stores.

[As introduced, this bill was identical to S87, as introduced by Sens. Waddello Wellso which is
currently in Senate Rules and Operations of the Senate.l

BILL ANALYSIS:

Part I of the bill would require counties with two or more ABC systems to merge into one ABC system

by June 30,2021. Any new ABC system established by election in a county where an ABC board is

already in existence would be required to merge its board with the existing ABC board.

Part II of the bill would repeal the purchase-transportation permit requirement for fortified wine and

spirituous liquor and would allow any amount to be purchased and transported. Under current law, G.S.

188-303 prohibits the purchase or transportation of more than 8 liters of fortified wine or spirituous liquor,

or 8 liters of the two combined without a purchase-transportation permit. With a purchase-transportation

permit issued under G. S. i 88-403 , a person can purchase and transport up to 40 liters of fortified wine or
spirituous liquor, or 40 liters of the two combined and a mixed beverage permittee can purchase and

transport the amount of fortified wine or spirituous liquor specified on the purchase-transportation permit.

This part would become effective July 1, 2019, and apply to fortified wine and spirituous liquor purchased

on or after that date.

Karen Cochrane_Brown H91-SMSA-1-3 (e1-) -v-3 Legislative Analysis
DivisionDirector 9\9-733-2578
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Part III of the bill would require the ABC Commission to make quarterly reports, beginning October 1,

2019,to the chairs of the Joint Legislative Oversight Committee on Justice and Public Safety detailing the
progress made in bidding and selecting an independent contractor for the receipt, storage, and distribution
of spirituous liquor at and from the State warehouse.

Part IV of the bill would authorize ABC stores to allow the purchase of individual bottles of spirituous
liquor purchased through the special order process, and to sell in store any bottles received in excess of
what was purchased by the requesting customer. The Commission may establish and charge a fee to a
customer for special orders. This part would become effective July 1, 2019, and apply to special orders
placed on or after that date.

Part V of the bill would allow local ABC boards to charge a delivery fee sufficient to cover actual costs
if it provides delivery of spirituous liquor to mixed beverage permittees. This part would become effective
July 1, 2019, and apply to deliveries made on or after that date.

Part VI of the bill would allow counties and cities to adopt an ordinance allowing ABC stores under their
operation to be open and selling alcoholic beverages on Sundays. A county or city must consult with its
county or city ABC board before adopting an ordinance. This part would become effective July 1, 2019.

Part VII of the bill would authorize spirituous liquor tastings to be held in ABC stores. This part would
become effective July 1, 2019.

Part VIII of the bill would require the ABC Commission to amend its rules consistent with the provisions
of this bill.

EFFECTIVE DATE: Except as otherwise provided, this act would be effective when it becomes law

BACKGROUND:
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

HOUSE BILL 91*

Short Title: ABC Laws Modernization/PED Study. (Public)

Sponsors: Representatives McGrady, Boles, Horn, and Willingham (Primary Sponsors).

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

Referred to: Alcoholic Beverage Control, if favorable, Finance, if favorable, Rules, Calendar,

and Operations of the House

February 19,2019

A BILL TO BE ENTITLED
AN ACT TO REQUIRE THE MERGER OF ABC SYSTEMS LOCATED TN A COUNTY

WITH TWO OR MORE ABC SYSTEMS; TO REPEAL THE

PURCHASE-TRANSPORTATION PERMIT REQUIREMENT FOR SPIRITUOUS

LIQUOR; TO REQUIRE THE ABC COMMISSION TO SUBMIT A QUARTERLY
REPORT ON ITS PROCESS FOR OBTAINING A CONTRACT FOR STATE

WAREHOUSE SERVICES; TO ALLOW THE PURCHASE OF INDIVIDUAL BOTTLES

WHEN PLACING A SPECIAL ORDER OF SPIRITUOUS LIQUOR; TO ALLOW LOCAL
ABC BOARDS TO CHARGE A DELIVERY FEE WHEN DELIVERING SPIRITUOUS

LIQUOR TO MIXED BEVERAGES PERMITTEES; TO ALLOW LOCAL
GOVERNMENTS THE OPTION OF OPERATING ABC STORES ON SUNDAYS; AND
TO ALLOW SPIRITUOUS LIQUOR TASTINGS AT ABC STORES, AS

RECOMMENDED BY THE JOINT LEGISLATIVE PROGRAM EVALUATION
OVERSIGHT COMMITTEE.

The General Assembly of North Carolina enacts:

PART I. REQUIRE CONSOLIDATION IN COUNTIES WITH MULTIPLE ABC
SYSTEMS

SECTION 1.(a) By June 30,2021, to ensure that no county has multiple ABC

systems, all ABC systems located in a county with two or more ABC systems shall merge in

accordance with the requirements set forth in G.S. l8B-703. Notwithstanding the provisions of
any local act, this section applies to all ABC systems. For purposes of this section, the term "ABC
system" is as defined in G.S. l8B-101.

SECTION 1.(b) G.S. 18B-700 is amended by adding a new subsection to read:
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dissolvethemergedoperationatanytimeandresumetheirpriorseparate@
or merge with a different ABC system in accordance with the requirements of this section."

SECTION 1.(d) Subsections (b) and (c) of this section become effective June 30,
2021. The remainder of this section is effective when it becomes law.

PART II. REPEAL PURCHASE-TRANSPORTATION PERMIT REQUIREMENT FOR
SPIRITUOUS LIQUOR

SECTION 2.(a) G.S. 188-303 reads as rewritten:
"S 188-303. Amounts of alcoholic beverages that may be purchased.

(a) Purchases Allowed. - Without a permit, a person may purchase at one time:

(4) @iters ef either fortified Fortified wine er-g4{_spirituous
louor tn any amount.

(c) Greater Amounts. - Amounts of alcoholic beverages greater than those listed in
@(aX3)sfid€(4|maybepurchasedwithapurchase-transportation
permit under G.S. l88-403."

SECTION 2.(b) G.S. l88-403 reads as rewritten:
"$ 188-403. Purchase-transportation permit.

(a) Amounts. - With a purchase-transportation permit, a person may purchase and
transport an amount of alcoholic beverages greater than the amount specified in G.S. l8B-303(a).
A permit authorizes the holder to transport from the place of purchase to the destination within
North Carolina indicated on the permit at one time the following amount of alcoholic beverages:

(l) A maximum of 100 liters of unfortified winer,wtne.

@
@

€)

(e) Restrictions on Permit. - A purchase may be made only from the store named on the
permit. One copy of the permit shall be kept by the issuing person, one by the purchaser, and one
by the store from which the purchase is made. The purchaser shall display his copy of the permit
to any law-enforcement officer upon request.

(g) Special Occasion Purchase-Transportation Permit. - When a person holds a special
occasion for which a permit under G.S. 18B-1001(8) or (9) is required, the
purchase-transportation permit issued to him may provide for the storage at and transportation to
andfromthesiteofthespecialoccasionofunfortified
wine for a period of no more than 48 hours before and after the special occasion. The
purchase-transportation permit authorizes that person to transport only the amounts of those
alcoholic beverages authorized by subsection (a). The Commission may adopt rules to govern
i ssuance of these extended purchase-transportation permits. "

SECTION 2.(c) This section becomes effective July I ,2019, and applies to fortified
wine and spirituous liquor purchased on or after that date.

PART III. ABC COMMISSION/QUARTERLY REPORT ON PROCESS FOR
OBTAINING A CONTRACT FOR STATE WAREHOUSE SERVICES

SECTION 3.(a) Beginning October 15, 2019, and quarterly thereafter, the ABC
Commission shall submit a written report to the chairs of the Joint Legislative Oversight

Page2 House Bill 9l *-First Edition
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Committee on Justice and Public Safety detailing the progress made in bidding and selecting an

independent contractor for the receipt, storage, and distribution of spirituous liquor at and from

the State warehouse in accordance with G.S. ISB-20a(a)(3). The report required under this

section shall include all of the following:
(1) The schedule for developing and issuing the Request for Proposal (RFP),

including detailed explanations as to how the Commission is meeting the

milestones identified on the schedule.

(2) An identification of State agencies, departments, and other entities providing

the Commission with technical assistance on RFP development and contract

negotiations, including a detailed description of the assistance that is being

provided.
(3) A description ofthe Commission's consultation with local ABC boards, as that

term is defined in G.S. l8B-101, to ensure the boards' concerns and

expectations are addressed during the RFP development and contract

negotiations.
(4) A copy of the RFP when it is released for bid.
(5) A copy of the final contract entered into pursuant to G.S. 188-204(aX3).
(6) An implementation schedule for transitioning from the existing contract for

services described in G.S. 18B-20a(a)(3) to the new contract.

SECTION 3.(b) The reporting requirement set forth in subsection (a) of this section

expires upon the earlier of the date of the award of the contract for services described in

G.S. l8B-204(a)(3) or January 1,2022.

PART IV. ABC SPECIAL ORDERS/ALLOW PURCHASE OF INDIVIDUAL BOTTLES
SECTION 4.(a) G.S. 188-800 reads as rewritten:

"$ 188-800. Sale of alcoholic beverages in ABC stores.

(c) Commission
no ABC store

Commission for sale in this State.

Approval. - Xegxcept as ottrerwis
may sell any alcoholic beverage which has not been approved by the

lssl

ln excess

order.

SECTION 4.(b) This section becomes effective July 1, 2019, and applies to special

orders placed on or after that date.

PART V. LOCAL ABC BOARDS/ALLOW DELIVERY FEE
SECTION 5.(a) G.S. 188-701(a) reads as rewriffen:

"(a) Powers. - A local board shall have authority +gtto do all of the follo
(1) Buy, sell, transport, and possess alcoholic beverages as necessary for the

operation of its ABC s+eres*,stores. ff a tocat U

G-l) F ished

the

a fee to the ittee sufficient to the actual costs bv the local

board in making the delivery.
Adopt rules for its ABC systemo subject to the approval of the

@
(2)
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(s)

(6)
(7)
(8)

(3)
(4)

(l l)
(12)

Hire and fire employees for the ABC system;S5lem.
Designate one employee as manager of the ABC system and determine his

Require bonds of employees as provided in the rules of the
@
Operate ABC stores as provided in Article $.,!.
Issue purchase-transportation permits as provided in Article 4{,
Employ local ABC officers or make other provision for enforcement of ABC
laws as provided in Article *,!
Borrow money as provided in W
Buy and lease real and personal property, and receive property devised or
given, as necessary for the operation of the ABC sys+em;Splem.
Invest surplus funds as provided in W
Dispose of property in the same manner as a city council may under Article
l2 of Chapter l60,{ of the General @

(e)
(10)

SECTION 5.(b) This section becomes effective July l, 2019, and applies to
deliveries made on or after that date.

PART VI. ALLOW LOCAL GOVERNMENT OPTION/ABC STORE SALES ON
SUNDAY

SECTION 6.(a) G.S. l8B-802(b) reads as rewritten:
"(b) Days. - No ABC store shall be open, and no ABC store employee shall sell alcoholic

beverages, on-+nyS,unCafdew Year's Day, Fourth of July, Labor Day, Thanksgiving Day, or
Christmas Day. Except as otherwise provided under G.S. l534-145.8 or G.S. l604-205.4. no
ABC store shall be on and no ABC store emolovee shall sell lic beverages. on any
Sunday. A local board may otherwise determine the days on which its stores shall be closed."

SECTION 6.(b) Article 6 of Chapter 153A of the General Statutes is amended by
adding a new section to read:
"8 1534-145.8. Allow ABC stores to operate on Sunday.

If a county operates at least one ABC store. the county may adopt an ordinance allowing
ABC stores under the operation of the county to be open and selling alcoholic beverages on
Sundays. A county must consult with its count)'ABC board prior to adopting an ordinance under
this section."

SECTION 6.(c) Article 8 of Chapter 1604. of the General Statutes is amended by
adding a new section to read:
"$ 1604-205.4. Allow ABC stores to onerate on Sundav.

If a city operates at least one ABC store" the citly may adopt an ordinance allowine ABC
stores under the operation of the city to be open and sellins alcoholic beverages on Sundays. A
citv must consult with its city ABC board prior to adopting an ordinance under this section."

SECTION 6.(d) This section becomes effective July I ,2019.

PART VII. ABC STORES/ALLOW IN.STORE SPIRITUOUS LIQUOR TASTINGS
SECTION 7.(a) G.S. 18B-l114.7(a) reads as rewritren:

"(a) Authorization. The holder of a supplier representative permit, brokerage
representative permit, or distillery permit issued under G.S. l8B-1105 may obtain a spirituous
liquor special event permit allowing the permittee to give free tastings of its spirituous liquors at
ARC sfores where the local ARC board has annroved the fastino, trade shows, conventions,
shopping malls, street festivals, holiday festivals, agricultural festivals, balloon races, local
fund-raisers, and other similar events approved by the Commission."

SECTION 7.(b) c.S. l88-301(0(l) reads as rewrirten:

Page 4 House Bill 91*-First Edition
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"(1) Any person to consume fortified wine, spirituous liquor, or mixed beverages

or to offer such beverages to another person at any of the following places:

a. e+Unless a consumer tasting authorized by G.S. 188-l 1 14.7 is being

conducted. on the premises of an ABC store.

b. Upon any property used or occupied by a local board.

c. On any public road, street, highway, or sidewalk, unless a consumer

tasting authorized by G.S. l8B-l114.7 is being conducted."

SECTION 7.(c) This section becomes effective July l, 2019.

PART VIII. RULES
SECTION 8. The Alcoholic Beverage Control Commission shall amend its rules

consistent with the provisions of this act.

PART IX. EFFECTIVE DATE
SECTION 9. Except as otherwise provided, this act is effective when it becomes

law.
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February 19,2019

A BILL TO BE ENTITLED
AN ACT TO EXEMPT MIXED BEVERAGE PERMITTEES FROM THE

PURCHASE-TRANSPORTATION PERMIT REQUIREMENT FOR SPIRITUOUS
LIQUOR; TO REQUIRE THE ABC COMMISSION TO SUBMIT A QUARTERLY
REPORT ON ITS PROCESS FOR OBTAINING A CONTRACT FOR STATE
WAREHOUSE SERVICES; TO ALLOW THE PURCHASE OF INDIVIDUAL BOTTLES
WHEN PLACING A SPECIAL ORDER OF SPIRITUOUS LIQUOR; TO ALLOW LOCAL
ABC BOARDS TO CHARGE A DELIVERY FEE WHEN DELIVERING SPIRITUOUS
LIQUOR TO MIXED BEVERAGES PERMITTEES; TO ALLOW LOCAL
GOVERNMENTS THE OPTION OF OPERATING ABC STORES ON SLINDAYS; AND
TO ALLOW SPIRITUOUS LIQUOR TASTINGS AT ABC STORES, AS

RECOMMENDED BY THE JOINT LEGISLATIVE PROGRAM EVALUATION
OVERSIGHT COMMITTEE.

The General Assembly of North Carolina enacts:

PART II. EXEMPT MIXED BEVERAGE PERMITTEES FROM
PURCHASE-TRANSPORTATION PERMIT REQUIREMENT FOR SPIRITUOUS
LIQUOR

SECTION 2.(a) G.S. 188-303 reads as rewritten:

"$ L8B-303. Amounts of alcoholic beverages that may be purchased.
(a) Purchases Allowed. - Without a permit, a person may purchase at one time:

(1) Not more than 80 liters of malt beverages, except draft malt beverages in kegs

for off-premises consumption. For purchase of a keg or kegs of malt beverages

for off-premises consumption, the permit required by G. S . 1 8B-403 . 1 (a) must
first be obtained;

(2) Any amount of draft malt beverages by a permittee in kegs for on-premise

consumption;
(3) Not more than 50 liters of unfortified wine;
(4) Not more than eight liters of either fortified wine or spirituous liquor, or eight

liters of the two combined.
(b) Unlawful Purchase. - Except as provided in

this section" and in it shall be unlawful for any person to
purchase, or for any person to sell, an amount of alcoholic beverages gleater than that stated in
subsection (a).

I ll]il ril ilil il] lillil ll] rilr ll lf llll li lli li llllil lli llli li llii li li li
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(c) Greater Amounts. - Amounts of alcoholic beverages greater than those listed in
subdivisions (a)(3) and (a)(4) may be purchased with a purchase-transportation permit under
G.S. 188-403.

(!) Mixed Beverage Permittee Exception. - A mixed beverage permittee. or an emplo)'ee
of a mixed beverage permittee. may purchase and transport any amount of fortified wine or

pursuant to G.S. 188-701(aXl)" by either a mixed beverage permittee or a local ABC board. may
transport any amount of fortified wine or spirituous liquor for use b)' a mixed beverage permittee
without obtaining a purchase-transportation permit under G.S. 18B-403."

SECTION 2.(b) G.S. 18B-403(a) reads as rewritten:
"(a) Amounts. - With a purchase-transportation permit, a person may purchase and

transport an amount of alcoholic beverages greater than the amount specified in G.S. 18B-303(a).
A permit authorizes the holder to transport from the place of purchase to the destination within
North Carolina indicated on the permit at one time the following amount of alcoholic beverages:

(1) A maximum of 100 liters of unfortified +vine.,w1ne.
(2) A maximum of 40 liters of either fortified wine or spirituous liquor, or 40

litersofthetwo@
(a

tt

SECTION 2.(c) This section becomes effective July 1, 2019, and applies to fortified
wine and spirituous liquor purchased on or after that date.

PART III. ABC COMMISSION/QUARTERLY REPORT ON PROCESS FOR
OBTAINING A CONTRACT FOR STATE WAREHOUSE SERVICES

SECTION 3.(a) Beginning October 15, 2019, and quarterly thereafter, the ABC
Commission shall submit a written report to the chairs of the Joint Legislative Oversight
Committee on Justice and Public Safety detailing the progress made in bidding and selecting an
independent contractor for the receipt, storage, and distribution of spirituous liquor at and from
the State warehouse in accordance with G.S. 18B-20a(a)(3). The report required under this
section shall include all of the following:

(1) The schedule for developing and issuing the Request for Proposal (RFP),
including detailed explanations as to how the Commission is meeting the
milestones identified on the schedule.

(2) An identification of State agencies, departments, and other entities providing
the Commission with technical assistance on RFP development and contract
negotiations, including a detailed description of the assistance that is being
provided.

(3) A description of the Commission's consultation with local ABC boards, as that
term is defined in G.S. 188-101, to ensure the boards' concerns and
expectations are addressed during the RFP development and contract
negotiations.

(4) A copy of the RFP when it is released for bid.
(5) A copy of the final contract entered into pursuant to G.S. 18B-20a(a)(3).
(6) An implementation schedule for transitioning from the existing contract for

services described in G.S. 18B-204(a)(3) to the new contract.
SECTION 3.(b) The reporting requirement set forth in subsection (a) of this section

expires upon the earlier of the date of the award of the contract for services described in
G.S. 1 8B-20a(aX3) or January 7, 2022.

PART IV. ABC SPECIAL ORDERS/ALLOW PURCHASE OF INDIVIDUAL BOTTLES

Page2 House Bill 91 H91-PCS10549-SAf-20
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SECTION a.(a) G.S. 188-800 is amended by adding a new subsection to read:

"(gl) Special Orders. - Throueh the process established by rule of the Commission for
special orders of spirituous liquor that are on the special item list approved by the Commission.
ABC stores shall allow the purchase of individual bottles of spirituous liquor. ABC stores may

sell in store an.'r bottles it receives from a special item case in excess of what was purchased by
the requesting customer. "

SECTION 4.(b) In order to facilitate the sale of any remainders of a special item

case by a local ABC board, increase customer access to products, and allow local ABC boards

to more effectively manage inventory, the ABC Commission shall develop and implement an

Intemet-based system to facilitate the sale and purchase, and transport and delivery, of spirituous
liquor items by and among local ABC boards. The system shall include both items listed on the

regular approved list of items and on the special item list maintained by the ABC Commission.
SECTION 4.(c) The ABC Commission shall develop and implement an

Internet-based system to allow mixed beverage permittees to track special orders from the special

item list online, including the date a special order is placed with the ABC Commission by a local

ABC board and the expected date that a mixed beverage permittee can take possession of a
special order.

SECTION 4.(d) Subsection (a) of this section becomes effective July 1, 2019, and

applies to special orders placed on or after that date. The remainder of this section is effective
when it becomes law.

PART V. LOCAL ABC BOARDS/ALLOW DELIVERY FEE
SECTION 5.(a) G.S. 18B-701(a) reads as rewriffen:

"(a) Powers. - A local board shall have authority te,to do all of the followh
(1) Buy, sell, transport, and possess alcoholic beverages as necessary for the

operation of its ABC s+eres',stores. If a local bo
spirituous liquor to a mixed beverages permittee" the local board mav use its
emplo.'rees or contract with an independent contractor and may charge a fee

to the oermittee. A mixed oermittee mav contract with an

independent contractor to provide delivery of spirituous liquor from an ABC
board's store or warehouse to the permittee's premises.

Adopt rules for its ABC system, subject to the approval of the

@
Hire and fire employees for the ABC srys+em',syslem.

Designate one employee as manager of the ABC system and determine his

Require bonds of employees as provided in the rules of the

@
Operate ABC stores as provided in Article &,&
Issue purchase-transportation permits as provided in Article 4',4.

Employ local ABC officers or make other provision for enforcement of ABC
laws as provided in Article t5=
Borrow money as provided in W
Buy and lease real and personal property, and receive property devised or
given, as necessary for the operation of the ABC sys+em;gyglLgm.

Invest surplus funds as provided in W
Dispose of property in the same manner as a city council may under Article
12 of Chapter 160,4. of the General @

(2)

(3
(4

(s)

(6)
(7)
(8)

)
)

(e)
(10)

(1 1)
(r2)
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SECTION 5.(b) The ABC Commission shall adopt rules to implement this section,
including the allowed fee for delivery and establishing requirements independent contractors
must meet to provide deliveries authorized by this section.

SECTION 5.(c) Subsection (a) of this section becomes effective July 1, 2019, and
applies to deliveries made on or after that date. The remainder of this section is effective when it
becomes law.

PART VI. ALLOW LOCAL GOVERIIMENT OPTION/ABC STORE SALES ON
SUNDAY

SECTION 6.(a) G.S. 188-802(b) reads as rewritten:
"(b) Days. -No ABC store shall be open, and no ABC store employee shall sell alcoholic

beverages, e**nySuneayrNew Year's Day, Fourth of July, Labor Day, Thanksgiving Day, or
Christmas Day Exceot as otherwise orovided under G.S. l53A-145.8 or G.S. 1604-205.4-no
ABC store shall be open" and no ABC store employee shall sell alcoholic beveraees" on any
Sunday. A local board may otherwise determine the days on which its stores shall be closed."

SECTION 6.(b) Article 6 of Chapter 153,4' of the General Statutes is amended by
adding a new section to read:

"[153A-145.8. Allow ABC stores to operate on Sunday.
If a countv operates at least one ABC store. the county mali adopt an ordinance allowing

ABC stores under the operation of the county to be open and selling alcoholic beveraqes on
Sundays. A county must consult with its county ABC board prior to adopting an ordinance under
this section."

SECTION 6.(c) Article 8 of Chapter 1604' of the General Statutes is amended by
adding a new section to read:

"-Q 160A-205.4. Allow ABC stores to operate on Sunday.
If a city operates at least one ABC store. the city may adopt an ordinance allowing ABC

stores under the operation of the city to be open and selling alcoholic beverages on Sunda)'s. A
28 citv must consult with its citv ABC board nrior to adootins an ordinance under this section."
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SECTION 6.(d) This section becomes effective July 1, 2019

PART VII. ABC STORES/ALLOW IN.STORE SPIRITUOUS LIQUOR TASTINGS
SECTION 7.(a) G.S. 188-1114.7(a) reads as rewritten:

"(a) Authorization. - The holder of a supplier representative permit, brokerage
representative permit, or distillery permit issued under G.S. 188-1105 may obtain a spirituous
liquor special event permit allowing the permittee to give free tastings of its spirituous liquors at
ABC stores where the local ABC board has approved the tasting" trade shows, conventions,
shopping malls, street festivals, holiday festivals, agricultural festivals, balloon races, local
fund-raisers, and other similar events approved by the Commission."

SECTION 7.(b) G.S. 18B-301(f)(1) reads as rewritten:
"(1) Any person to consume fortified wine, spirituous liquor, or mixed beverages

or to offer such beverages to another person at any of the following places:
a. gn-Untess a consumer tas

ron C store.
b. Upon any property used or occupied by a local board.
c. On any public road, street, highway, or sidewalk, unless a consumer

tasting authorized by G.S. 188-1114.7 is being conducted."
SECTION 7.(c) This section becomes effective July 1, 2019.

PART VIII. RULES
SECTION 8. The Alcoholic Beverage Control Commission shall amend its rules

consistent with the provisions of this act.

47
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PART IX. EFFECTIVE DATE
SECTION 9. Except as otherwise provided, this act is effective when it becomes

law.

t
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
House Bill9l*

AMENDMENT NO
(to be filled in by
Principal Clerk)H91-ASA-10 [v.1]

Amends Title [YES]
First Edition

Page 1 of 1

Date 19

I
2
aJ

4

5

6

7

Representative Hurley

moves to amend the bill on page 1, lines 2-3
by deleting the following:
''TO REQUIRE THE MERGER OF ABC SYSTEMS LOCATED IN A COLTNTY WITH TWO
OR MORE ABC SYSTEMS;";

And on page I ,line 17 through page2,line 4

By deleting those lines.

SIGNED
Amendment

SIGNED 4>\-/t h
Committee Chair if Senate Amendment

ADOPTED FAILED TABLED
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Attachment 1
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Amends Title [NO]
First Edition

Date

AMENDMENT NO
(to be filled in by
Principal Clerk)

An^iL lb

^L

Page 1 of3

I
2
a
J

4

5

6

7

8

9

l0
11

l2
13

I4
15

16

t7
l8
t9
20
21

22
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24
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26
27
28
29
30
31

.2019

Representative 
-T"le'S

moves to amend the bill on page 1, line 3

by deleting "REPEAL" and inserting "EXEMPT MIXED BEVERAGE PERMITTEES FROM";

and on page2,lines 6 - 46
by rewriting those lines to read:

''PART II. EXEMPT MIXED BEVERAGE PERMITTEES FROM PURCHASE.
TRANSPORTATION PERMIT REQUIREMENT FOR SPIRITUOUS LIQUOR

SECTION 2.(a) G.S. l88-303 reads as rewritten:
"$ 188-303. Amounts of alcoholic beverages that may be purchased.

(a) Purchases Allowed. - Without a permit, a person may purchase at one time:
(1) Not more than 80 liters of malt beverages, except draft malt beverages in kegs

for off-premises consumption, For purchase of a keg or kegs of malt beverages

for off-premises consumption, the permit required by G.S. 188-403,1(a) must
first be obtained;

(2) Any amount of draft malt beverages by a permittee in kegs for on-premise
consumption;

(3) Not more than 50 liters of unfortified wine;
(4) Not more than eight liters of either fortified wine or spirituous liquor, or eight

liters of the two combined.
(b) Unlawful Purchase. - Except as provided in subseeti.a+-@)subsections (c) and (d) of

this section. and in it shall be unlawful for any person to
purchase, or for any person to sell, an amount of alcoholic beverages greater than that stated in
subsection (a).

(c) Greater Amounts. - Amounts of alcoholic beverages greater than those listed in
subdivisions (a)(3) and (a)(4) may be purchased with a purchase-transportation permit under G.S.

188-403.
d Mixed oI an

and
soirituous liquor for use bv the mixed se nermittee without obtainins a ourchase-

transportation permit under G.S, 188-403 , An independent contractor nloved nursuant to G.S

188-701(a)(1). bv either a mixed beverase permittee or a local ABC board. mav transpoft anv

ilililililililil ilililililililil|ll lililililil ilill lllil ililll llll llll
*H91-ASA-21-V-3*
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AMENDMENT
House Bill 91*

H9l-ASA-21 lv,3l

AMENDMENT NO
(to be filled in by
Principal Clerk)

Page 2 of3

of a mixed
obtaining a purchase-transportation permit under G.S. 18B-403."

SECTION 2.(b) G.S, l88-403(a) reads as rewritten:
"(a) Amounts. - With a purchase-transportation permit, a person may purchase and

transportanamountofalcoholicbeveragesgreaterthantheamountspecifiedinG,S. 18B-303(a).

A permit authorizes the holder to transport from the place of purchase to the destination within
North Carolina indicated on the permit at one time the following amount of alcoholic beverages:

(1) A maximum of 100 liters of unfortified winc',wine,
(2) A maximum of 40 liters of either fortified wine or spirituous liquor, or 40

litersofthetwo@

itteer"

SECTION 2.(c) This section becomes effective July 1 ,2019, and applies to fortified
wine and spirituous liquor purchased on or after that date.";

And on page 3,line 24 through page 4,line I 8

by rewriting those lines to read:

''PART IV. ABC SPECIAL ORDERS/ALLOW PURCHASE OF TNDIVIDUAL
BOTTLES

SECTION 4.(a) G.S. 188-800 is amended by adding a new subsection to read:

"(cl) Soecial Orders. - Throush the orocess lished bv rule of the Commission for

J,
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ABC stores shall allow the nurchase of individual bottles of snirituous liouor- ARC stores mav

es it receives what was

the requesting customer. "

SECTION 4.(b) In order to facilitate the sale of any remainders of a special item

case by a local ABC board, increase customer access to products, and allow local ABC boards

to more effectively manage inventory, the ABC Commission shall develop and implement an

internet-based system to facilitate the sale and purchase, and transpott and delivery, of spirituous

liquor items by and among local ABC boards. The system shall include both items listed on the

regular approved list of items and on the special item list maintained by the ABC Commission.

SECTION 4.(c) The ABC Commission shall develop and implement an internet-

based system to allow mixed beverage permittees to track special orders from the special item

list online, including the date a special order is placed with the ABC Commission by a local ABC
board and the expected date that a mixed beverage permittee can take possession of a special

order.
SECTION 4.(d) Subsection (a) of this section becomes effective July 1,2019, and

applies to special orders placed on or after that date. The remainder of this section is effective
when it becomes law.

PART V. LOCAL ABC BOARDS/ALLOW DELIVERY FBE
SECTION 5.(a) G.S. 188-701(a) reads as rewritten:

"(a) Powers. - A local board shall have authority te-.to do all of the follfu
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(1) Buy, sell, transpor"t, and possess alcoholic beverages as necessary for the

operation of its ABC ard ides del

soirituous liquor to a mixed beverases oermittee. the lo board mav use its

emolovees or contract with an contractor and mav charse a fee
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(3)
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(s)
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(e)
(l 0)

(l l)
(12)

A with
of

board's store or warehouse to the permittee's premises.

Adopt rules for its ABC system, subject to the approval of the
gemmlssien-,Commissi on.

Hire and fire employees for the ABC sys+€ffi-,lyt1gm,

Designate one employee as manager of the ABC system and determine his

Require bonds of employees as provided in the rules of the

@
Operate ABC stores as provided in Article &&
Issue purchase-transportation permits as provided in Article 4',{,
Employ local ABC officers or make other provision for enforcement of ABC
laws as provided in Article +,5,
Borrowmoney as provided inW
Buy and lease real and personal property, and receive property devised or
given, as necessary for the operation of the ABC sys+em',SygLgm.

Invest surplus funds as provided in GS.-18840?;G.S. l88-702,
Dispose of property in the same manner as a city council may under Article
12 of Chapter 160,4' of the General S+a+i*teq-anAStatutes.

SECTION 5.(b) The ABC Commission shall adopt rules to implement this section,

including the allowed fee for delivery and establishing requirements independent contractors

must meet to provide deliveries authorized by this section,
SECTION 5.(c) Subsection (a) of this section becomes effective July 1,2019, and

applies to deliveries made on or after that date. The remainder of this section is effective when

it becomes law,".
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Committee Chair if Senate Commi
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Representative Hurley

moves to amend the bill on page I , lines 10- 1 I
by deleting the following:
''TO ALLOW LOCAL GOVERNMENTS THE OPTION OF OPERATING ABC STORES ON
SUNDAY;";

And on page 4,lines 20-41, by deleting those lines

SIGNED
Sponsor

SIGNED
Committee Chair Senate Amendment

ADOPTED FAILED TABLED
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Representative Hurley

moves to amend the bill on page 1, line 12

by deleting the following:
"TO ALLOW SPIRITUOUS LIQUOR TASTINGS AT ABC STORES,";

And on page 4,line 43 through page 5, line 8
By deleting those lines.

SIGNED
or

SIGNED
Committee Chair if Senate Amendment

ADOPTED FAILED x TABLED
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Page 1 of2
H91-ASA-19fv.5l

Amends Title IYES]
First Edition

Representative Xae€rrfY *Ard;rW

Date

moves to amend the bill on page 1, lines ll-14
by rewriting those lines to read:
"GOVERNMENTS THE .OPTION OF OPERATING ABC STORES ON SUNDAYS; TO
ALLOW SPIRITUOUS LIQUOR TASTINGS AT ABC STORES; AND TO FINE LOCAL
ABC BOARDS FOR SALES OF SPIRITUOUS LIQUOR TO UNDERAGE PERSONS AT
ABC STORES."

and on page 5, lines l0-16
by rewriting those lines to read:

''PART VIII. CIVIL PENALTY FOR REPEAT UNDERAGE SALBS
SECTION 8.(a) Article 7 of Chapter 188 of the General Statutes is amended by

adding a new section to read:
"

F ran
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the al that tes the ABC the local board erati
that store. shall be fined by the Commission as follows:

Five hundred doll 00

Q) Seven hundred fifty dollars ($750 00) for a second violation within three vears
of the first violation.

(3) One thousand dollars ($1.000) for a third violation within three years of the
first violation,

(b) Fines assessed pursuant to this section shall be considered expenses ofoperating the local
ABC system and shall be paid as a primary distribution oursuant to G.S, 188-805fb)f l)

(c) The clear proceeds of fines assessed pursuant to this section shall be remitted to the Civil
Penalty and Forfeiture Fund in accordance with G.S. 1l5C-457.2.

(d) Nothins in this section shall be construed to interfere with or renlace the nrovisions of

1

G,S. l88-704."
SECTION 8.(b) This section becomes effective July 1, 2019 and appiies to

violations of G.S. 18B-302(a), (al), or (c)(2) occurring on or after that date.
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SECTION 9. The Alcoholic Beverage Control Commission shall amend its rules
consistent with the provisions of this act.

PART X. EFFECTIVE DATE
SECTION 10. Except as otherwise provided, this act is effective when it becomes

law.".

SIGNED
S

SIGNED
Committee Chair if Senate

ADOPTED FAILED TABLED x
l





HOUSE BILL 99:
Transfer ALE.

2 0 1 9-2020 General Assembly

Committee: House Alcoholic Beverage Control. If Date: April16,2019
favorable, re-refer to Judiciary. If favorable,
re-refer to Rules, Calendar, and Operations of
the House

Introduced by: Reps. McNeill, Boles Prepared by: Jennifer H. Bedford

Analysis of: PCS to First Edition Staff Attorney
H99-CSTT-15

OWRVIEII/: The PCS for House BiA 99 would ueute the Alcohol Law Enforcement Division, a

separate division of the Department of Puhlic Safety, and expand the iurisdiction of Alcohol Law
Enforcement agents.

[As introduced, this bill was identical to S78, as introduced by Sens. Sanderson, Britt, Horner, which is

currently in Senate Judiciary.]

CURRENT LAW AND BACKGROUND: Alcohol Law Enforcement (ALE) is the lead enforcement

agency for the State's alcoholic beverage control, lottery, and tobacco laws. ALE has been a branch agency

of the State Bureau of Investigation (SBI) since 2014.

BILL ANALYSIS:
Section L of the PCS would relocate the ALE Branch of the SBI to a new Division of the Department of
Public Safety (DPS).

Section 2 of the PCS would create the ALE Division of the DPS

Section 3 of the PCS would repeal the existing law that established the ALE Branch within the SBI.

Section 4 of the PCS would:

o Authorize the Secretary of the DPS to appoint and supervise the Director of the ALE
Division of the DPS.

o Allow the Director of the ALE Division to hire, appoint, transfer, supervise, and fire
personnel within the new Division.

Section 4 of the PCS would also expand the jurisdiction of ALE agents to include any criminal offense:

o At a location related to a permit issued by the Alcoholic Beverage Control Commission
(ABC) or the Education Lottery Commission.

o Encountered by an ALE agent acting on behalf of the ABC Commission or the Education

Lottery Commission.
o Encountered while an ALE agent is carrying out a duty assigned by the ALE Division or

by law.
. Occurring in the presence of an ALE agent.

Karen Cochrane-Brown
Director 'xtt- sMTT-17 csrr-15 -v-2

Legislative Analysis
Division

9 I 9-7 33-2578
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o Occurring while an ALE agent is assisting another law-enforcement agency.

Section 4 of the PCS would also expand the primary responsibilities of an ALE agent to include violations
of the lottery and gaming laws, and the bingo and raffle laws.

Sections 5-10 of the PCS would make conforming changes.

EFFECTM DATE: This act would become effective July l, 2019.
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Referred to:

February 19,2019

A BILL TO BE ENTITLED
AN ACT TO ESTABLISH ALCOHOL LAW ENFORCEMENT AS A SEPARATE DIVISION

OF THE DEPARTMENT OF PUBLIC SAFETY AND TO CLARIFY THE
JUzuSDICTION AND PRIMARY RESPONSIBILITIES OF ALCOHOL
LAW-ENFORCEMENT AGENTS.

The General Assembly of North Carolina enacts:

SECTION 1. The Alcohol Law Enforcement Branch of the State Bureau of
Investigation shall be relocated as a division of the Department of Public Safety. The Department

of Public Safety shall continue to consolidate ALE and SBI regions and regional offices in the

same manner so that all district offices remain co-located.
SECTION 2. Part4 ofArticle l3 of Chapter l43B ofthe General Statutes is amended

by adding a new Subpart to read:

"Subpart F. Alcohol Law Enforcement Division.
"Q 143B-990. Creation of Alcohol Law Enforcement Division of the Department of Public

Safetv.
There is created and established a division to be known as the Alcohol Law Enforcement

Division of the Department of Public Safetv with the organization. powers" and duties defined in

Article 1 of this and G.S. l88-500. exceot as fied in this Paft."

SECTION 3. G.S. l43B-928 is repealed.

SECTION 4. G.S. l88-500 reads as rewritten:
"S 188-500. Alcohol law-enforcement agents.

"$ 188-500. Alcohol law-enforcement agents.
(a) Appointment. - The Secretary of Public Safety shall appoint and supervise the

Director of the Division of Alcohol Law of the Deoartment of Public Safetv. The

Director of the State Bureau ef Inves Division of Alcohol Law Enforcement of the

Department of Public Safet)'may appoint

23
24
25
26
27
28
29
30
31

32
JJ

34
35
36

number of
to do the work of the Division. The Director

shall be responsible for making all hiring and

Division. N

within the Division. The Director may also appoint a regular employee of the Commission as an

ALE Asent providins the emnlovee was bv the ABC Commission servrns as an

ALE Aeent on January 1"2019. Alcohol law-enforcement agents shall be designated as "alcohol
law-enforcement agents". Persons serving as reserve alcohol law-enforcement agents are

considered employees of the Division for workers'

I lllliltillllilllll lllll lillllllil lffi ll lillllllllillill
*H99-CSTT-',l 5*
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compensation purposes while performing duties assigned or approved by the ++ea+Directlor of
the Division or the F{ead+DireEtorldesignee.

(b) Subject Matter Jurisdiction. - After taking the oath prescribed for a peace officer, an
alcohol law-enforcement agent shall have authority to arrest and take other investigatory and
enforcement actions for any criminal

preduet+9,flfe!!e:
(]) Occurring" encountered. or otherwise discovered on the premises of. or

elsewhere when such conduct relates to a location under application for. or
holdins a permit issued by. the North Carolina Alcoholic Beverase Control
Commission or the North Carolina Education Lotterv Commission.

(D Encountered or otherwise discovered while investisatins or enforcing matters
for the North Carolina Alcoholic Beverage Control Commission or the North
Carolina Education Lotter)' Commission. or encountered or otherwise

or enforc the
o Article 37 of 14

General Statues.
Encountered or otherwise discovered while carr)'ing out any duty or function
assigned to the Division by law.
Occurring in an agent's presence.
When assistins another law-enforcement asencv.

ft-D Authority. - Alcohol law-enforcement agents have full power and authority as peace
officers to execute criminal nrocess^ and to and take enforcement action for anv crime
of violence or breach of the peace. and any additional duties as may from time to time be directed
by the Governor or the Secretary of the Department of Public Safet)' when needed for securitlr
purposes at a public event. or to protect persons or property because of a disaster or state of
emergencY.

hA Primary responsibilities. - The primary respensibilley-19gpql1qibiljlig!-of an alcohol
I aw-enforcement agent shallbeqg..jfu enforcem ent of

and 2 of Article 37 of Chapter l4 of the General Statutes.

(g) Shifting of Personnel From One District to Another. - The +{ead-Directlor_of the
Alcohol Law Enforcement Rrenehr Hnder rH

Division may, from time to time, shift the forces from one district to another or consolidate more
than one district force at any point for special purposes. Whenever an agent of the Alcohol Law
Enforcement See+ien-Djffigion is transferred from one district to another for the convenience of
the State or for reasons other than the request of the agent, the Department shall be responsible
for transpotting the household goods, furniture, and personal appaiel of the agent and members
of the agent's household."

SECTION 5. G.S. l8B-101 reads as rewritten:
"$ 188-101. Definitions.

As used in this Chapter, unless the context requires otherwise:

(3) "ABC system" means a local gear+anabqg4l, all ABC stores operated by i!

designated ABC law enforcement officers employed pursuant to G. S.

l88-501.

(5) "ALE g,rar€hLDtyi5ien_means the Alcohol Law Enforcement Braneh
Division of the Department of Public Safety.

G)

{!)
(5)

Page2 House Bill 99 H99-CSTT-1s [v.8]
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SECTION 6. G.S. 143-651reads as rewritten:

"$ 143-651. Definitions.
The following definitions apply in this Article:

(@ nraneh, The Aleehel
tflvestigeti€+

Ad Division or ALE Division. - The Alcohol Law Enforcement Division of the

Department of Public Safety.

(23b) Sanctioned amateur match. - Any match regulated by an amateur sports

organization that has been recognized and approved by the BmnehF.alE

Division.

SECTION 7. G.S. 143-652.1reads as rewritten:

"S 143-652.1. Regulation of boxing, kickboxing, mixed martial arts, and toughman events.

The Aleehel Law Enforeem LE Division

shall regulate live boxing, kickboxing, and mixed mafiial arts matches, whether professional,

amateur, or sanctioned amateur, or toughman events, in which admission is charged for viewing,

or the contestants compete for a purse or prize of value greater than twenty-five dollars ($25.00).

The BranetsALL Diviqign shall have the exclusive authority to approve and issue rules for the

regufation of the conduct, promotion, and performances of live boxing, kickboxing, and mixed

martial arts matches and exhibitions, whether professional, amateur, or sanctioned amateur, and

toughman events in this State. The rules shall be issued pursuant to the provisions of Chapter

150B of the General Statutes and may include, without limitation, the following subjects:

SECTION 8. G.S. 143-652.2 reads as rewritten:

"$ 143-652.2. Boxing Advisory Commission.
(a) Creation. - The Boxing Advisory Commission is created within the Department of

Public Safety to advise the Aleehel Law Enferee

ALE Division concerning matters regulated by this Article. The Commission shall consist of six

voting members and two nonvoting advisory members. All the members shall be residents of
North Carolina. The members shall be appointed as follows:

(l) One voting member shall be appointed by the Governor for an initial term of
two Years.

(2) One voting member shall be appointed by the President Pro Tempore of the

Senate for an initial term of three years.

(3) One voting member shall be appointed by the Speaker of the House of
Representatives for an initial term of three years.

(4) One voting member shall be appointed by the Secretary of Public Safety for
an initial term ofthree years.

(5) One voting member shall be appointed by the Lieutenant Governor for an

initial term of two years.

(6) One voting member shall be appointed by the Tribal Council of the Eastern

Band of the Cherokee for an initial term of three years.

(7) One nonvoting advisory member shall be appointed by the Speaker of the

House of Representatives for an initial term of one year, from nominations
made by the North Carolina Medical Society, which shall nominate two
licensed physicians for the position.

H99-CSTT-15 [v.8] House Bill 99 Page 3
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(8) One nonvoting advisory member shall be appointed by the President Pro
Tempore of the Senate for an initial term of one yearo from nominations made
by the North Carolina Medical Society, which shall nominate two licensed
physicians for the position.

Notwithstandingthe schedule above in subdivisions (1), (5), (7), and (8) of this subsection,
if any former member of the North Carolina Boxing Commission is appointed to the initial
membership, that person shall serve an initial term of three years. The member appointed
pursuant to subdivision (6) of this subsection may serve on the Commission only if an agreement
exists and remains in effect between the Tribal Council of the Eastern Band of the Cherokee and
the Commission authorizingthe Commission to regulate professional boxing matches within the
Cherokee Indian Reservation as provided by the Professional Boxing Safety Act of 1996.

The two nonvoting advisory members appointed pursuant to subdivisions (7) and (8) of this
subsectionshalladvisetheCommissionandthe@onmattersconcerningthe
health and physical condition of boxers and health issues relating to the conduct of exhibitions
and boxing matches. They may prepare and submit to the Commission for its consideration and
tothe@ritsapprovalanyrulesthatintheirjudgmentwillsafeguardthe
physical welfare of all participants engaged in boxing.

Terms for all members of the Commission except for the initial appointments shall be for
three years.

The Secretary of Public Safety shall designate which member of the Commission is to serve
as chair. A member of the Commission may be removed from office by the Secretary of Public
Safety for cause. Members of the Commission are subject to the conflicts of interest requirements
of l5 U.S.C. $ 6308 (contained in the Professional Boxing Safety Act of 1996, as amended).
Each member, before entering upon the duties of a member, shall take and subscribe an oath to
perform the duties of the office faithfully, impartially, and justly to the best of the member's
ability. A record of these oaths shall be filed in the Department of Public Safety.

(d) Review Authority of the Commission. - The Commission shall review existing rules
adopted under this Article and shall from time to time make recommendations to the graff€hAlE
Division for changes or addition to such rules. Any proposals for change, amendment, addition,
ordeletiontothoserulesshallbesubmittedbythe@otheCommissionfor
t" "::f."ts prior to approval.

SECTION 9.(a) The following statutes are amended by deleting the word "Branch"
wherever it appears in uppercase and substituting "Division": G.S. l88-201, l8B-202,188-203,
188-504, l88-805, 188-902, tgB-903, lgB-903.1, l88-904, 18C-163, 19-2.7, and
r 0s-25e(bxl s).

SECTION 9.(b) The following statutes are amended by deleting the word "Branch"
wherever it appears in uppercase and substituting "ALE Division": G.S. 143-654,143-655, and
143-656.

SECTION 10. G.S. 143-63.1(d) reads as rewritten:
(d) Notwithstanding the provisions of this section, but subject to the provisions of

G.S. 20-187.2, the North Carolina State Highway Patrol, the North Carolina Division of Adult
Conection and Juvenile Justice of the Department of Public Sa*+VrSafetv. tne atconol
Enforcement Division of the Department of Public Safety" and the North Carolina State Bureau
of Investigation may sell, trade, or otherwise dispose of any or all surplus weapons they possess
to any federally licensed firearm dealers. The sale, trade, or disposal of these weapons shall be
in a manner prescribed by the Department of Administration. Any moneys or property obtained
from the saleo trade, or disposal shall go to the general fund.

SECTION 11. G.S. 143-341(8Xi)(3) reads as rewritten:

Page 4 House Bill 99 H99-CSTT-15 [v.8]
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"3. To require on a schedule determined by the Department all
State agencies to transfer ownership, custody or control of any

or all passenger motor vehicles within the ownership, custody

or control of that agency to the Department, except those motor
vehicles under the ownership, custody or control of the

Highway Patrol, the State Bureau of
{n+esti€atieqlnvestigation. the Alcohol Law Enforcement
Division of the Department of Public Safety. the Samarcand

Training Academy, or the constituent institutions of The

University of North Carolina which are used primarily for
law-enforcement purposes. "

SECTION 12. This act becomes effective July I ,2019.

H99-CSTT-15 [v.8] House Bill 99 Page 5
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House Committee on Alcoholic Beverage Control
Tuesday, April30,2019, at 3:00 P.M.

Room 643

MINUTES

The House Committee on Alcoholic Beverage Control met on April 30,2019 in Room 643 of the
Legislative Office Building. Representatives Boles, McGrady, Fisher, Hardister, Alexander, Bell,
Dahle, Dobson, Holley, Hurley, Lucas, Meyer, Saine, B. Turner, Willingham, Yarborough,
Zachary and Jones attended.

Representative James L. Boles, Jr., Chair, presided. He welcomed all in attendance and introduced
the Sergeant at Arms and Page. He announced Committee rules for the meeting as follows: each
section explained; amendments considered; questions from members; answers by staff, bill
sponsors, and stakeholders, at the end of each section. (Stakeholders List provided and made a
part of the Minutes - Attachment No. 1)

The following bills were considered:

HB 99, Transfer ALE. (Representatives McNeill, Boles,\. Representative Boles made the motion
to bring the PCS before the Committee. Representative McNeill explained the bill and questions
and answers followed. Representative Hurley made a motion for a favorable report to the PCS,
unfavorable to the original bill with a referral to Rules. The motion passed. (Handouts were
provided and made apart of the Minutes - Attachment No. 2)

HB 536, ABC Omnibus Regulatorv Re-form. (Representatives McGradv, Boles, Fisher, Hardisterl.
Representative Boles made a motion to bring the PCS before the Committee. Representative
McGrady explained the bill and Susan Sitze, NCGA Fiscal Staff, addressed each part.
Amendments were presented at applicable parts and voted on. Questions were asked by members
after each part and answered by Susan Sitze, Representative McGrady and recognized
stakeholders.

Representative Boles recessed the Committee at 4:15 P.M. for session and reconvened at 4:55
P.M.

Once reconvened the discussion of HB536 continued. Upon completion of all discussion of the
bill, Representative Boles offered stakeholders an opportunity to make a closing statement. Three
spoke against the bill and one spoke for the bill. Representative Meyer moved to roll the
amendments into a new PCS, favorable to the PCS, unfavorable to the original bill, with a re-
referral to Finance and authorization for staff to make technical and conforming changes. The
motion passed. (Handouts were provided and made apafi of the Minutes - Attachment No. 3)



a



The following Amendments were considered:

Amendment #l -H536-ASA-26 [v.1] - Representative Hurley- Amendment Failed
Amendment #2 -H636-ASA-27 |v.2l - Representative Hurley - Amendment Failed
Amendment #3 -H536-ASA-32 [v.1] - Representative McGrady - Amendment Adopted
Amendment #4 -H536-ASA-28 [v.1] - Representative Hurley - Amendment Failed
Amendment #5 -H536-ATQ-18 [v.l] - Representative Hurley - Amendment Failed
Amendment #6 -H536-ASA-31 [v.1] - Representative Hurley - Amendment Adopted
Amendment #7 -H536-ASA-30 [v.1] - Representative Hurley - Amendment Failed
(Amendments made apart of the Minutes - Attachment No. 4)

The meeting adjourned at5:25P.M.

r--h//
r., Chair Dina Long, Committee Clerk





Updated #42ln Recess - Return 10 Minutes after Ceremonial Session

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

20t9-2020 SESSTON

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

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Tuesday, April 30,2019
10 Minutes after Ceremonial Session
643 LOB
Representative Boles chairing.

The following bills will be considered:

BILL NO. SHORT TITLE
I{B 99 Transfer ALE.

IIB 536 ABC Omnibus Regulatory Reform.

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 4:30 PM on

Tuesday, April 30, 2019.

_ Principal Clerk

_ Reading Clerk - House Chamber

SPONSOR
Representative McNeill
Representative Boles
Representative McGrady
Representative Boles
Representative Fisher
Representative Hardister

Dina Long (Committee Assistant)





Updated #3: Room Change to 643

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

2019-2020 sEssroN

You are hereby notified that the House committee on Arcohoric Beverage Control will meet as
follows

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Tuesday, April30,2019
3:00 PM
643 LOB
Representative Boles chairing.

The following bills will be considered:

BILL NO. SHORT TITLE
HB 99 Transfer ALE.

SPONSOR
Representative McNeill
Representative Boles
Representative McGrady
Representative Boles
Representative Fisher
Representative Hardister

HB 536 ABC Omnibus Regulatory Reform.

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 I l:10 AM on
Monday, April29,20l9.

_ Principal Clerk
_ Reading Clerk - House Chamber

Dina Long (Comrnittee Assistant)





Updated #2: Room Change to 643

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIF'ICATION

2019-2020 sEssroN

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

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Tuesday, April 30,2019
3:00 PM
423 LOB
Representative Boles chairing.

The following bills will be considered:

BILL NO. SHORT TITLE
HB 99 Transfer ALE.

SPONSOR
Representative McNeill
Representative Boles
Representative McGrady
Representative Boles
Representative Fisher
Representative Hardister

HB 536 ABC Omnibus Regulatory Reform.

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 l0:07 AM on
Monday, April29,2019.

_ Principal Clerk

_ Reading Clerk - House Chamber

Dina Long (Committee Assistant)
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Updated #1: Room Change to 423

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

2019-2020 SESSION

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

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Tuesday, April 30,2019
3:00 PM
423LOB
Representative Boles chairing.

The following bills will be considered:

BILL NO. SHORT TITLE
IIB 99 Transfer ALE.

SPONSOR
Representative McNeill
Representative Boles
Representative McGrady
Representative Boles
Representative Fisher
Representative Hardister

HB s36 ABC Omnibus Regulatory Reform.

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 at2:33 PM on

Wednesday, April 24, 2019.

_ Principal Clerk
Reading Clerk - House Chamber

Dina Long (Committee Assistant)





NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

2019-2020 SESSION

You are hereby notified that the flouse Con'lrnittee on A.lcoholic Beverage Control will meet as
follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Tuesday, April 30,2019
3:00 PM
1228/1327 LB
Representative Boles chairing.

The following bills will be considered

BILL NO. SHORT TITLE
I{B 99 Transfer ALE.

SPONSOR
Representative McNeill
Representative Boles
Representative McGrady
Representative Boles
Representative Fisher
Representative Hardister

IIB 536 ABC Omnibus Regulatory Reform.

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 at2:20 PM on
Monday, April22,20I9.

_ Principal Clerk

_ Reading Clerk - House Chamber

Dina Long (Committee Assistant)





House Committee on Alcoholic Beverage Control
Tuesday, April 30120191 3:00 PM

643 Legislative Office Building

AGENDA

Welcome and Opening Remarks - Representative Boles, Chairing

Introduction of Pages

Bills -

BILL NO. SHORT TITLE SPONSOR

HB 99 Transfer ALE.

) HB 536 ABC Omnibus Regulatory Reform.

Other Business

Adjournment

Representative McNeill
Representative Boles

Representative McGrady
Representative Boles
Representative Fisher
Representative Hardister

I





NORTH CAROLINA GENERAL ASSEMBLY
TIOUSE OF Rf,PRESENTATIVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT
Representative James L. Boles, Jr., Co-Chair
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HOUSE BILL 99
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Short Title: Transfer ALE.

ATTACHMENT #2

(Public)

D

Sponsors:

Referred to:

February 19,2019

A BILL TO BE ENTITLED
AN ACT TO ESTABLISH ALCOHOL LAW ENFORCEMENT AS A SEPARATE DIVISION

OF THE DEPARTMENT OF PUBLIC SAFETY AND TO CLARIFY THE

JURISDICTION AND PRIMARY RESPONSIBILITIES OF ALCOHOL
LAW-ENFORCEMENT AGENTS.

The General Assembly of North Carolina enacts:

SECTION 1. The Alcohol Law Enforcement Branch of the State Bureau of
Investigation shall be relocated as a division of the Department of Public Safety. The Department

of Public Safety shall continue to consolidate ALE and SBI regions and regional offices in the

same manner so that all district offices remain co-located.

SECTION 2. Part{ofArticle 13 ofChapter 1438 ofthe General Statutes is amended

by adding a new Subpart to read:

"Subpart F. Alcohol Law Enforcement Division.

"$ 1438-990. Creation of Alcohol Law Enforcement Division of the Department of Public
Safetv.

1S Law
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Article I of this Chapter and G.S. 188-500. except as modified in this Part.r'

SECTION 3. G.S. l43B-928 is repealed.

SECTION 4. G.S. 18B-500 reads as rewritten:

"$ 188-500. Alcohol law-enforcement agents.

"s 188-500. Alcohol law-enforcement agents.
(a) Appointment. - The Secretary of Public Safety shall appoint and supervise the

Director of the of Alcohol Law Enforcement of the Department of Public Safetv. The

Director of the State Bnreau ef Investi ivision of Alcohol Law Enforcement of the

shall be responsible for making all hiring and

N of this

1434
within the Division. Director mav also anooint a regular employee of the Commission as an

ALE was
ALE Asent on Janrrarv 1 .201 I . Alcohol law-enforcement agents shall be designated as "alcohol
law-enforcement agents". Persons serving as reserve alcohol law-enforcement agents are

considered employees of the Aleehel Law Enforeeme Division for workers'

r ll]il til flil lil lillll llffi lffi lffi ll lilll lll] lil lil
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compensation purposes while performing duties assigned or approved by the *{ea*Direg1Alof
the or the geae+pireglqldesignee.

(b) Subject Matter Jurisdiction. - After taking the oath prescribed for a peace officer, an
alcohol law-enforcement agent shall have authority to arrest and take other investigatory and
enforcement actions for any criminal

preaue+sgffense:

elsewhere when such conduct relates to a location under application for. or
holding a permit issued by. the North Carolina Alcoholic Beverage Control
Commission or the North Carolina Education Lottery Commission.

Q Encountered or otherwise discovered while investigating or enforcinq matters
for the North Alcoholic Beverase Control Com or the North
Carolina Education Lottery Commission. or encountered or otherwise
discovered while investigating or enforcing the provisions of this Chapter"
Chanter 18 G.S. l4-313. or Parts I and2 of Article 37 of 14 of the

ftl)

General Statues.
(3) Encountered or otherwise discovered while carrying out any duty or function

assisned to the Division bv law.
g) Occurring in an agent's presence.
(fl When assisting another law-enforcement agency.
Authority. - Alcohol law-enforcement agents have full power and authorit), as peace

take
the as

by the Governor or the Secretary of the Department of Public Safety when needed for securitlr
PuDoses at a public event. or to protect persons or property because of a disaster or state of
emersencv.

l.ft.Z) Primary responsibilities. - The primary respensibili+1regpqugibilitigg-of an alcohol
law-enforcement agent shall$eg1e.llhg enforcement of

and 2 of Article 37 of Chapter 14 of the General Statutes.

(g) Shifting of Personnel From One District to Another. - The ++ea#Difeg1or of the
Alcohol Law Enforcement
Division may, from time to time, shift the forces from one district to another or consolidate more
than one district force at any point for special purposes. Whenever an agent of the Alcohol Law
Enforcement Seetie+'plvigian is transferred from one district to another for the convenience of
the State or for reasons other than the request of the agent, the Department shall be responsible
for transporting the household goods, fumiture, and personal apparel of the agent and members
of the agent's household."

SECTION 5. G.S. 188-101 reads as rewritten:
"$ 188-101. Definitions.

As used in this Chapter, unless the context requires otherwise:

(3) "ABC system" means a local ffibgard all ABC stores operated by i!

designated ABC law enforcement officers employed pursuant to G. s.
18B-501.

(5) "ALE Braneh-Divrgign-means the Alcohol Law Enforcement B+aneh
Division of the Department of Public Safety.

0) ose

Page2 House Bill 99 H99-CSTT-15 [v.8]
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SECTION 6. G.S. T43-65I reads as rewritten:

"S 143-651. Definitions.
The following definitions apply in this Article:

ge> nrane+r, fne rueefrel I
+nves+iga+ion'

Division or ALE . - The Alcohol Law Division of the

Department of Public Safety.

(23b) Sanctioned amateur match. - Any match regulated by an amateur sports

organization that has been recognized and approved by the Braneh-.ALE
Division.

n

SECTION 7. G.S. 143-652.1reads as rewritten:
"$ L43-652.1. Regulation of boxing, kickboxingo mixed martial arts, and toughman events.

The Aleehel Law Enforeeme LE Division
shall regulate live boxing, kickboxing, and mixed martial arts matches, whether professional,

amateur, or sanctioned amateur, or toughman events, in which admission is charged for viewing,
or the contestants compete for a purse or prize of value greater than twenty-five dollars ($25.00).

The BranetsALE Divigion shall have the exclusive authority to approve and issue rules for the

regulation of the conduct, promotion, and performances of live boxing, kickboxing, and mixed
martial arts matches and exhibitions, whether professional, amateur, or sanctioned amateur, and

toughman events in this State. The rules shall be issued pursuant to the provisions of Chapter

1508 of the General Statutes and may include, without limitation, the following subjects:

Q_il

il

il

47

SECTION S. G.S. 143-652.2 reads as rewritten:
"S L43-652.2. Boxing Advisory Commission.

(a) Creation. - The Boxing Advisory Commission is created within the Department of
Public Safety to advise the Aleehel La'w Enforeem
ALE Division concerning matters regulated by this Article. The Commission shall consist of six
voting members and two nonvoting advisory members. All the members shall be residents of
North Carolina. The members shall be appointed as follows:

(1) One voting member shall be appointed by the Governor for an initial term of
two years.

(2) One voting member shall be appointed by the President Pro Tempore of the

Senate for an initial term ofthree yeais.
(3) One voting member shall be appointed by the Speaker of the House of

Representatives for an initial term of three years.

(4) One voting member shall be appointed by the Secretary of Public Safety for
an initial term of three years.

(5) One voting member shall be appointed by the Lieutenant Govemor for an

initial term of two years.

(6) One voting member shall be appointed by the Tribal Council of the Eastern

Band of the Cherokee for an initial term of three years.

(7) One nonvoting advisory member shall be appointed by the Speaker of the
House of Representatives for an initial term of one year, from nominations
made by the North Carolina Medical Society, which shall nominate two
licensed physicians for the position.

H99-CSTT-15 [v.8] House Bill99 Page 3
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(8) One nonvoting advisory member shall be appointed by the President Pro
Tempore of the Senate for an initial term of one year, from nominations made
by the North Carolina Medical Society, which shall nominate two licensed
physicians for the position.

Notwithstanding the schedule above in subdivisions (1), (5), (7), and (8) of this subsection,
if any former member of the North Carolina Boxing Commission is appointed to the initial
membership, that person shall serve an initial term of three years. The member appointed
pursuant to subdivision (6) of this subsection may serve on the Commission only if an agreement
exists and remains in effect between the Tribal Council of the Eastern Band of the Cherokee and
the Commission authorizingthe Commission to regulate professional boxing matches within the
Cherokee Indian Reservation as provided by the Professional Boxing Safety Act of 1996.

The two nonvoting advisory members appointed pursuant to subdivisions (7) and (8) of this
subsection shall advise the Commission and the BranehAlE Uvision on matters concerning the
health and physical condition of boxers and health issues relating to the conduct of exhibitions
and boxing matches. They may prepare and submit to the Commission for its consideration and
to the BranehalE Diviqion for its approval any rules that in their judgment will safeguard the
physical welfare of all participants engaged in boxing.

Terms for all members of the Commission except for the initial appointments shall be for
three years.

The Secretary of Public Safety shall designate which member of the Commission is to serve
as chair. A member of the Commission may be removed from office by the Secretary of Public
Safety for cause. Members of the Commission are subject to the conflicts of interest requirements
of 15 U.S.C. $ 6308 (contained in the Professional Boxing Safety Act of 1996, as amended).
Each member, before entering upon the duties of a member, shall take and subscribe an oath to
perform the duties of the office faithfully, impartially, and justly to the best of the member's
ability. A record of these oaths shall be filed in the Department of Public Safety.

(d) Review Authority of the Commission. - The Commission shall review existing rules
adopted under this Article and shall from time to time make recommendations to the B+anehALE
Division for changes or addition to such rules. Any proposals for change, amendment, addition,
or deletion to those rules shall be submitted by the BranehALL DivigiAn to the Commission for
its comments prior to approval.

SECTION 9.(a) The following statutes are amended by deleting the word "Branch"
wherever it appears in uppercase and substituting "Division": G.S. 188-201, 188-202,188-203,
188-504, lgB-905, 1gB-902, lgB-903, lgB-903.1, 1gB-904, lgc-l63, lg-2.1, and
105-2s9(bX1s).

SECTION 9.(b) The following statutes are amended by deleting the word "Branch"
wherever it appears in uppercase and substituting "ALE Division": G.S. 143-65 4,143-655, and,
143-656.

SECTION 10. G.S. 143-63.1(d) reads as rewritten:
(d) Notwithstanding the provisions of this section, but subject to the provisions of

G.S. 20-187.2, the North Carolina State Highway Patrol, the North Carolina Division of Adult
Correction and Juvenile Justice of the Department of Public Safeqf,safety. the Alcohol L
Enforcement Division of the Department of Public Safety. and the North Carolina State Bureau
of Investigation may sell, trade, or otherwise dispose of any or all surplus weapons they possess
to any federally licensed firearm dealers. The sale, trade, or disposal of these weapons shall be
in a manner prescribed by the Department of Administration. Any moneys or property obtained
from the sale, trade, or disposal shall go to the general fund.

SECTION 11. G.S. 143-341(8)(i)(3) reads as rewritten:

Page 4 House Bill99 H99-CSTT-1s [v.8]
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"3 To require on a schedule determined by the Department all
State agencies to transfer ownership, custody or control of any

or all passenger motor vehicles within the ownership, custody
or control of that agency to the Department, except those motor
vehicles under the ownership, custody or control of the

Highway Patrol, the State Bureau of

Division of the of Public Safetv. the Samarcand

Training Academy, or the constituent institutions of The

University of North Carolina which are used primarily for
law-enforcement purposes. "

SECTION 12. This act becomes effective July 1, 2019.

H99-CSTT-15 [v.8] House Bill99 Page 5





HOUSE BILL 99:
Transfer ALE.

2 0 1 9-2020 General Assembly

Committee: House Alcoholic Beverage Control. If Date: April30,2019
favorable, re-refer to Rules, Calendar, and
Operations of the House

Introduced by: Reps. McNeill, Boles Prepared by: Jennifer H. Bedford
Analysis of: PCS to First Edition Staff Attorney

H99-CSTT-15

OVERWEIA: The PCS for House Bill 99 would create the Alcohol Law Enforcement Division, a

separate division of the Department of Public Safety, and expand the iurisdiction of Alcohol Law
Enforcement sgents.

[As introduced, this bill was identical to S78, as introduced by Sens. Sanderson, Britt, Homer, which is

currently in Senate Judiciary.]

CURRENT LAW AND BACKGROUND: Alcohol Law Enforcement (ALE) is the lead enforcement

agency for the State's alcoholic beverage control, lottery, and tobacco laws. ALE has been a branch agency

of the State Bureau of Investigation (SBI) since 2014.

BILL ANALYSIS:
Section 1 of the PCS would relocate the ALE Branch of the SBI to a new Division of the Department of
Public Safety (DPS).

Section 2 of the PCS would create the ALE Division of the DPS

Section 3 of the PCS would repeal the existing law that established the ALE Branch within the SBI

Section 4 of the PCS would:

Authorize the Secretary of the DPS to appoint and supervise the Director of the ALE
Division of the DPS.

Allow the Director of the ALE Division to hire, appoint, transfer, supervise, and fire
personnel within the new Division.

Section 4 of the PCS would also expand the jurisdiction of ALE agents to include any criminal offense:

o At a location related to a permit issued by the Alcoholic Beverage Control Commission
(ABC) or the Education Lottery Commission.

o Encountered by an ALE agent acting on behalf of the ABC Commission or the Education

Lottery Commission.
o Encountered while an ALE agent is carrying out a duty assigned by the ALE Division or

by law.
o Occurring in the presence of an ALE agent.
o Occurring while an ALE agent is assisting another law-enforcement agency.

O

o

- Karen Cochrane-Brown
Director

H99- sMTT-23 csrr-15 -v-1

Legislative Analysis
Division
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Section 4 of the PCS would also expand the primary responsibilities of an ALE agent to include violations
of the lottery and gaming laws, and the bingo and raffle laws.

Sections 5-10 of the PCS would make conforming changes.

EFFECTM DATE: This act would become effective July 1, 2019.
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April3,2019

A BILL TO BE ENTITLED
AN ACT TO MAKE VARIOUS REVISIONS TO THE ALCOHOLIC BEVERAGE CONTROL

LAWS OF THIS STATE.
The General Assembly of North Carolina enacts:

PART I. SELF-DISTRIBUTING BREWERIES AND MALT BEVERAGES
WHOLESALERS/REVISE LAW GOVERNING PRIVATE LABEL SALES

SECTION 1. G.S. 188-1303(b) reads as rewritten:

"(b) No Discrimination. - A wholesaler shall service all retail permit holders within his
the wholesaler's designated territory without discrimination and shall make a good faith effort to

make available to each retail permit holder in the territory each brand of malt beverage which the

wholesaler has been authorized to distribute in that area. The provisions of this subsection shall

not applls to retail permit holder private label brands. which. at the retail permit holder's direction.
mav be sold either v to the retailer that owns the brand e or to all retail oermit
holders within each without discrimination. For oumoses of subsection- the term

"retail oermit holder private lahel brand" means amalt beverage that is labeled with a
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brand name owned by a retailer."

PART II. CLARIFY CONTRACT BREWING LAW
SECTION 2.(a) G.S. 18B-110a(a)(6a) reads as rewritten:

"(6a) 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,

narner and remitting the subject to the rules of the
Commission and the Department of Revenue. The brewery" not the contract
brewerly. shall be responsible for registerine the conhacted product with the

Commission. submitting the appropriate reports regarding the malt beverages.

and remitting the appropriate taxes if required by those rules. 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

ililil til tffi tffi llllllilil lillillllillillllillilllilillilllillil*H536-CSSAF-29*
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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 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. 188-11l6(b)."

SECTION 2.(b) This section becomes effective July 1, 2019, and applies to taxes
collected on or after that date.

PART III. ALLOW MALT BEVERAGE TASTINGS AT FARMERS MARKETS
SECTION 3. G.S. 188-1114.5(a) reads as rewritten:

"(a) Authorization. - The holder of a brewi:ry 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; to sell branded merchandise such as glassware, cups, signs,
t-shirts, hats, and other apparel; 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, farmers markets. 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-1104(a)(8), all malt beverages sampled or sold pursuant to this section must be
purchased from a licensed malt beverages wholesaler."

PART IV. ALLOW TRANSFERS OF MALT BEVERAGES BETWEEN PERMITTEES
UNDER COMMON OWNERSHIP OR CONTROL

SECTION 4. G.S. 188-1001 reads as rewritten:
"$ 188-L001. 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:

(l) 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 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 oermit al authorizes the
permittee to transfer malt beverages. not more than four times per calendar
vear. to another on-premises malt beveraqe permittee that is under common
ownership or control as the transferor. Except as authorized by this
subdivision. transfers of malt beverages by on-premises malt beverage
permittees. purchases of malt beverages by a retail permittee from another
retail permittee for the purpose of resale. and sale of malt beverages by a retail
permittee to another retail permittee for the purpose of resale are unlawful. In
addition. a particular brand of malt beveraees may be transferred only if both
the transferor and transferee are located within the territory designated
between the brewery and the wholesaler on file with the Commission. Prior to
or dontemporaneous with an]'such transfer. the transferor shall notif.v each
wholesaler who distributes the transferred product of the transfer. The notice
shall be in writing or verifiable electronic format and shall identitv the
transferor and transferee. the date of the transfer" quantity" and items
transferred. 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:

Page2 House Bill 536 Hs36-CSSAfl-29 lv.4l
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(2) 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 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 closed containers to individual purchasers inside and

outside the State. The permit also authorizes the permittee to transfer malt
beverages" not more than four times per calendar year. to another off-premises
malt beverage permittee that is under common ownership or control as the

transferor. Except as authorized bv this subdivision. transfers of malt
beverages bv off-premises malt beveraqe permittees. purchases of malt
beverages by a retail oermittee from another retail permittee for the purpose

of resale. and sale of malt beverages by a retail permittee to another retail

Ermittee for the purpose of resale are unlawful. In addition. a particular brand
of malt beverages mali be transferred only if both the transferor and transferee

are located within the territory designated between the brewerlr and the

wholesaler on file with the Commission. Prior to or contemporaneous with
anv such transfer. the transferor shall notifv each wholesaler who distributes
the transferred product of the transfer. The notice shall be in writine or
verifiable electronic format and shall identif.v the transferor and transferee. the

date of the transfer" quantity. and items transferred. The permit may be issued

ar,?nt of the following:

PART V. ALLOW THE SALE OF MALT BEVERAGES AND WINE FOR
ON-PREMISES CONSUMPTION AT SPORTS AND ENTERTAINMENT VENUES
LOCATED ON THE CAMPUS OF A COLLEGE OR UNIVERSITY

SECTION 5. G.S. 18B-1006(a) reads as rewritten:

"(a) School and College Campuses. - No permit for the sale of alcoholic beverages shall

be issued to a business on the campus or property of a public school, college, or university. This
subsection shall not apply to the following:

(1) A regional facility as defined by G.S. 160A-480.2 operated by a facility
authority under Part 4 of Article 20 of Chapter 160,4. of the General S+ag*tes;

+n+ie+.Sl41$es,
(2) Property owned by a local board of education and leased for 99 years or more

to a nonprofit auditorium authority created prior to 1991 whose goveming

board is appointed by a city governing board, a county board of
commissioners, or a local school board.

(3) A hotel.
(4) A nonprofit alumni organization.
(5) Restaurants, eating establishments, food businesses, or retail businesses on the

property defined by G.S. 116-198.33(4).
(6) Any golf courses owned or leased by the public college or university and open

to the public for use.
(7) The sale ofmalt beverages, unfortified wine, or fortified wine at the following:

a. Performing arts centers located on property owned or leased by the
public college or university.

H536-CSS Af-29 lv.4l House Bill 536 Page 3
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b. Any stadiums that support a NASCAR-sanctioned one-fourth mile
asphalt flat oval short track, that are owned or leased by the public
college or university, and that only sell malt beverages, unfortified
wine, or fortified wine at events that are not sponsored or funded by
the public college or university.

(8) Special one-time permits as described in G.s. l8B-1002(a)(5) for the
Loudermilk Center for Excellence facility at the University of North Carolina
at Chapel Hill.

(2 A stadium. athletic facility. or arena on the campus or property of a public
college or university" if the Board of Trustees of the public college or
university has voted to allow the issuance of permits for use at that stadium.
athletic facility. or arena. For purposes of this subdivision. the term "public
college or university" does not include a community college. If a Board of
Trustees votes to allow the issuance of permits in accordance with this

written
commission that it has voted to allow the issuance of permits. Any permit
described in G.S. l8B-1001" 18B-1002(aX2). or 18B-1002(a)(5) may be
issued pursuant to this subdivision to applicants meeting the requirements for
the requested permit. Notwithstanding the issuance of a mixed beverases
permit pursuant to G. S. 1 88- I 00 I ( I 0)" this subdivision does not authorize the
sale of mixed beverages when the stadium. athletic facility. or arena is being
used for a sports event sponsored by the public college or university. This
subdivision does not apply to any sales authorized under subdivisions (1)
through (8) of this subsection. For purposes of this subdivision. the premises
of a stadium" athletic facility. or arena shall include any area that meets all of
the following requirements :

a. Is within 500 feet of the furthest exterior buildins wall. perimeter
fence. or permanent fixed perimeter.

b. Is designated blz the stadium" athletic facility. or arena in a map or
written description that clearly defines the boundary of the area. and
that map or written description is included in the permit application.

c. Can be desisnated in a manner that enables the stadium. athletic
facilitv. or arena to ensure with the orovisions of this
Chapter."

PART VI. ALLOW SALES OF ALCOHOLIC BEVERAGES ON TRAINS AND
FERRIES

SECTION 6.(a) G.S. 18B-108 reads as rewritten:
"$ 188-108. Sales on tr*ins.lglns ang.ferrlq

(g) Trains. - Alcoholic beverages may be sold on railroad trains in this State upon
compliance with Article 2C of Chapter 105 of the General Statutes. Malt beverages, unfortified
wine, and fortified wine may be sold and delivered by any wholesaler er+etaile+licensed in this
State to an officer or agent of a rail line that carries at least 60,000 passengers annually.

(b) Ferries. - Alcoholic beveraees may be sold on ferries established pursuant to Article
6 of Chaoter 136 of the General Statutes upon comoliance with Article C of Chaoter 105 of the

The

delivered to an officer or aeent of the Department of Transportation for sale on the ferr:/ only bl/
the wholesaler whose designated territory includes the Hatteras Ferry Terminal.

the
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(s) the

authorized to sell alcoholic beverages under this section shall be deemed a "licensed premises for
which an ABC has heen issrred^tt

(1!) Rules. - The Commission. in consultation with the Department of Transportation"

maly adopt rules regulating the sale of alcoholic beverages under this section."

SECTION 6.(b) This section becomes effective July 1, 2019, and applies to sales

made on or after that date.

PART VII. ALLOW BARS TO OBTAIN ON.PREMISES ABC PERMITS
SECTION 7.(a) G.S. 188-1000 reads as rewritten:

"$ 188-1000. Definitions concerning establishments.
The following requirements and definitions shall apply to this Chapter:

(1) Bar. - An establishment substantially engaged in the business of serving
alcoholic beverages for consumption on the premises. To qualitv as a bar. an

establishment's gross receipts from alcoholic beverages for consumption on

the oremises be not less than seventv-five (75o/n\ of the

establishment's total gross receipts.
(]e) Community theatre. - An establishment owned and operated by a bona fide

nonprofit orgwization that is engaged solely in the business of sponsoring or
presenting amateur or professional theatrical events to the public. A permit
issued for a community theatre is valid only during regularly scheduled

theatrical events sponsored by such nonprofit organization.
(@(&) Convention center. - An establishment that meets either of the following

requirements:
a. A publicly owned or operated establishment that is engaged in the

business of sponsoring or hosting conventions and similar large

gatherings, including auditoriums, armories, civic centers, convention
centers, and coliseums.

b. A privately owned facility located in a city that has a population of at

least 200,000 but not more than 250,000 by the 2000 federal census

and is located in a county that has previously authorized the issuance

of mixed beverage permits by referendum. To qualify as a convention
center under this subdivision, the facility shall meet each of the

following requirements :

1. The facility shall be certified by the appropriate local official
as being consistent with the city's redevelopment plan for the

area in which the facility is located.
2. The facility shall contain at least 7,500 square feet of floor

space that is available for public use and shall be used

exclusively for banquets, receptions, meetings, and similar
gatherings.

3. The facility's annual gross receipts from the sale of alcoholic
beverages shall be less than fifty percent (50%) of the gross

receipts paid to all providers at permitted functions for food,
nonalcoholic beverages, alcoholic beverages, service, and

facility usage fees (excluding receipts or charges for
entertainment and ancillary services not directly related to
providing food and beverage service). The person to whom a
permit has been issued for a privately owned facility shall be

required to maintain copies of all contracts and invoices for
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items supplied by providers for a period of three years from the
date of the event.

A permit issued for a convention center shall be valid only for those parts of
the building used for conventions, banquets, receptions, and other events, and
only during scheduled activities.

(lSX&) Cooking school. - An establishment substantially engaged in the business
of operating a school in which cooking techniques are taught for a fee.

ll

SECTION 7.(b) G.S. l8B-1001, as amended by Section I of this act, reads as
rewritten:
"$ 188-L001. 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:

(1) 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 m'alt beverages in the manufacturer's original
container for consumption off the premises, and (iii) the retail sale of malt
beverages in 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 malt beverages, not more than four times per calendar
year, to another on premises malt beverage permittee that is under common
ownership or control as the transferor. Except as authorized by this
subdivision, transfers of malt beverages by on premises malt beverage
permittees, purchases of malt beverages by a retail permittee from another
retail permittee for the purpose of resale, and sale of malt beverages by a retail
permittee to another retail permittee for the purpose of resale are unlawful. In
addition, a particular brand of malt beverages may be transferred only if both
the transferor and transferee are located within the territory designated
between the brewery 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. 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:

k. Bars.

(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 offthe 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
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(s)

(7)

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 tenitory designated between the winery and the wholesaler
on file with the Commission. Prior to or contemporaneous with any such

transfer, the transferor shall notiff 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:

t. Bars.

On-Premises Fortified Wine Permit. - An on-premises fortified wine permit
authorizes the retail sale of fortified wine for consumption on the premises,

either alone or mixed with other beverages, and the retail sale of fortified wine
in the manufacturer's original container for consumption off the premises. The
permit also authorizes the permittee to transfer fortified wine, not more than

four times per calendar year, to another on-premises fortified wine permittee

that is under common ownership or control as the transferor. Except as

authorizedbythis subdivision, transfers of wine by on-premises fortified wine
permittees, purchases of wine by a retail permittee from another retail
permittee for the putpose 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 fortified 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:

& Bars.

Brown-Bagging Permit. - A brown-bagging permit authorizes each individual
patron of an establishment, with the permission of the permittee, to bring up
to eight liters of fortified wine or spirituous liquor, or eight liters of the two
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combined, onto the premises and to consume those alcoholic beverages on the
premises. The permit may be issued for any of the following:

(8)
i Bars.
Special Occasion Permit. - A special occasion permit authorizes the host of a
reception, party or other special occasion, with the permission of the
permittee, to bring fortified wine and spirituous liquor onto the premises of
the business and to serve the same to his guests. The permit may be issued for
any of the following:

i Bars.

(10) 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. 188-403 and 188-404, (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:

L Bars.

SECTION 7.(c) G.S. I30A-247 is amended by adding a new subdivision to read:
"(l_b) "Bar" is as defined in G.S. 18B-1000(1)."
SECTION 7.(d) G.S. 130A-248(a) reads as rewritten:

"(a) For the protection of the public health, the Commission shall adopt rules governing
the sanitation of establishments that prepare or serve drink or food for pay and establishments
that prepare and sell meat food products or poultry products. However, any establishment that
prepares or serves food or drink to the public, regardless ofpay, shall be subject to the provisions
of this Article if the establishment that prepares or serves food or drink holds an ABC permit, as
defined in G.S. 188-101, meets any of the definitions in G.S. 188-1000, and does not meet the
definition of a bar or club as provided in
G.S. 1304-247(2)."

PART VIII. ALLOW DISTILLERIES TO SELL SPIRITUOUS LIQUOR DISTILLED
BY THE DISTILLER DIRECTLY TO CONSUMERS IN OTHER STATES

SECTION 8.(a) G.S. 18B-1105(a) reads as rewritten:
"(a) The holder of a distillery permit may do any of the following:

(2) Sell, deliver and ship spirituous liquor in closed containers as follows:
a. a{-A!_wholesale to exporters and local boards within the S+a+e-State.
b. @o the laws of other jurisdictions, at wholesale or

retail to consumers. private or public ageneie+-ggenclgq_or
other states or nations.

ll

It

. SECTION 8.(b) This section becomes effective July l, 2019, and applies to sales
made on or after that date.

PART IX. REVISE LAW AUTHORIZING DISTILLERS TO SELL SPIRITUOUS
LIQUOR DISTILLED BY THE DISTILLER FOR CONSUMPTION OFF THE
PREMISES
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SECTION 9.(a) G.S. 188-1105(a)(a) reads as rewritten:

"(4) Sell spirituous liquor distilled at the distillery in closed containers to visitors

@forconsumptionoffthepremises.Salesunderthis
subdivision are allowed only in a county where the establishment of a county

or municipal ABC store has been approved pursuant to G.S. 188-602(9) and

are subject to the time and day restrictions in G.S. 18B-802. Spirituous liquor
sold under this subdivision shall (i) be listed as a code item for sale in the

State, (ii) be sold at the price
with forth

G.S. 188-804(bl)" and (iii) have affixed to its bottle ffi
werds "Nerth Garelina Distillery Teur eemmemerative Spirit" in additien te

any etherlabeling requirements set by law.

ie
ivers

spiri@i+ieien'"
SECTION 9.(b) G.S. 188-804(b1) reads as rewritten:

"(b 1) Price of Spirituous Liquor Sold at Distillery. - When the holder of a distillery permit

sellsspirituousliquordistilledatthedistillerypursuantto
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 ofthe price set forth by subdivisions (2), (3), (5), (6), (6a), (6b), and (7) of subsection

(b) of this section."
SECTION 9.(c) G.S. 188-1116(a) reads as rewritten:

"(a) Prohibitions. - It shall be unlawful for any manufacturer, bottler, or wholesaler of any

alcoholic beverages, or for any officer, directot, or affiliate thereof, either directly or indirectly
to:

A brewery qualifying under subdivision (7) or (8) of G.S. 188-1104(a) is not subject to the

provisions of this 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 retall business on

its premises or other retail locations allowed under G.S. 18B-110a(a)(8). The brewery is subject

to the provisions of this subsection, however, with respect to its transactions with all other

wholesalers and retailers.
A

a

retail The

retailers. "
SECTION 9.(d) This section becomes effective July 1, 2019, and applies to sales

made on or after that date.

47 PART X. MALT BEVERAGES AND WINE/INCREASE DISCOUNT ON PRICE FROM
48 25'h TO 35% OF THE RETAIL PRICE
49 SECTION 10.(a) Definition. - "Discount Rule" means 148 NCAC 158 .1004

50 (General Prohibitions) for purposes of this section and its implementation.

the
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SECTION 10.(b) Discount Rule. - Until the effective date of the revised permanent
rule that the Alcoholic Beverage Control Commission is required to adopt pursuant to subsection
(d) of this section, the Commission shall implement the Discount Rule as provided in subsection
(c) of this section.

SECTION 10.(c) Implementation. - Notwithstanding any provision of subsection
(b) of 148 NCAC l5B .1004 to the contrary, all of the following shall apply:

(1) A combination of the use of a coupon, a rebate, or a permittee's loyalty card,
discount card, or membership card shall not exceed thirty-five percent (35%)
of the advertised retail price for the purchase of a malt beverage or wine.

(2) A coupon or rebate shall not provide a discount exceeding thirty-five percent
(35%) of the advertised retail price for the purchase of a malt beverage or
wine.

(3) A loyalty card, discount card, or membership card shall not provide a discount
exceeding thirty-five percent (35%) of the advertised retail price for the
purchase of a malt beverage or wine.

SECTION 10.(d) Adoption. - The Commission shall adopt rules to amend the
Discount Rule consistent with subsection (c) of this section by no later than September | , 2019 .
The 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.

SECTION 10.(e) Sunset. - This section expires when permanent rules adopted as
required by subsection (d) of this section become effective.

PART XI. CLARIFY DEFINITION OF ''PREMISES'' AND THE PROHIBITION ON
SEXUALLY EXPLICIT CONDUCT ON LICENSED PREMISES

SECTION 11.(a) G.S. l8B-101(I2a) reads as rewritren:
"(l2a) "Premises" means a fixed permanent establishment. includine all areaq

v*e*e+-areas inside or outside the licensed premises;gglgbllghmen!-where
the permittee has control €f+h€frep€sLthrough a lease, deed, or other legal
pfocess."

SECTION 11.(b) G.S. 188-1005.1(a) reads as rewritten:
"(a) It shall be unlawful on a licensed premises for a permittee or his-a perm[!!ge's agent

or employee to knowingly allow or engage in any is

' (l) A,qnconduct or entertainment genitals
are exposed or rvhe.(!!) eaerson is wearing transparent clothing that reveals
@

e)

i

€)
@enitals."

SECTION 11.(c) Subsection (b) of this section becomes effective July 1, 2019, and
applies to offenses committed on or after that date.

PART XII. AUTHORIZE SALE AND DELIVERY OF MORE THAN ONE DRINK AT A
TIME TO A SINGLE PATRON

SECTION 12.(a) Article 10 of Chapter 188 of the General Statutes is amended by
adding a new section to read:
"-S 188-1010. Sale and delivery of more than one drink at a time to a single patron.
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toa
This

or (ii) during a sports event sponsored by a public college or universitlr."
SECTION 12.(b) This section becomes effective July 1, 2019, and applies to sales

made on or after that date.

PART XIII. ALLOW SALE AND CONSUMPTION OF ALCOHOLIC BEVERAGES AT
BINGO GAMES

SECTION 13.(a) G.S. 188-308 is repealed.
SECTION 13.(b) G.S. 14-309.14(3) is repealed.
SECTION 13.(c) G.S. 188-112(b)(3) reads as rewritten:

"(3) Article 3. - Sale, Possession, and Consumption, except for GS'-188-308-anel
G.S. 188-309."

SECTION 13.(d) This section becomes effective July 1, 2019, and applies to
offenses committed on or after that date.

PART XIV. FOOD AND LODGING FACILITY SANITATION
REGULATIONS/EXEMPT BREWERIES NOT ENGAGED IN THE PREPARATION
OF FOOD

SECTION M.(a) G.S. 1304-250 reads as rewritten:
"$ 1.30A-250. Exemptions.

The following shall be exempt from this Part:

0-6) A brewerv under G.S. 188-1104 that is ensased in the

preparation of food on the premises. For purposes of this subdivision. the term

"food" does not include beverages.
SECTION 14.(b) Penalties imposed and fees charged before the effective date of

this section are not abated or affected by this section, and the statutes that would be applicable

but for this section remain applicable to those penalties and fees.

PART XV. ABC STORE HOURS AND DAYS OF OPERATION/LOCAL OPTION
SECTION 15.(a) G.S. 188-802 reads as rewritten:

"$ 188-802. When stores operate.
(a) Time. - No ABC store shall be open, and no ABC store employee shall sell alcoholic

beverages, betrveen 9:00 P,M, and 9:00 r\,M, The leeal beard shall etherrvise determine epening
9

Saturdav and (ii) 12:00
(b) Days. - l+e-Bxcept as auttrorized

G.S. 1604-205.5 for a city ABC store. no ABC store shall be open, and no ABC store employee

shall sell alcoholic beverages, on any Sunday, New Year's Day, Fourth of July, Labor Day,

Thanksgiving Day, or Christmas Day. A local board may otherwise determine the days on which
its stores shall be closed."

SECTION 15.(b) Article 6 of Chapter 153A of the General Statutes is amended by
adding a new section to read:

"Q 1534-145.9. Davs on which ABC stores operate.
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1 A county may adopt an ordinance authorizing its ABC stores to be open. and authorizing its
2 ABC store employees to sell alcoholic beverages" on any or all days otherwise prohibited under
3 G.S. 188-902(b).',
4 SECTION 15.(c) Article 8 of Chapter 160,4. of the General Statutes is amended by
5 adding a new section to read:
6 "Q 160A-205.5. Days on which ABC stores operate.
7 A city may adopt an ordinance authorizing its ABC stores to be open. and authorizing its
8 ABC store employees to sell alcoholic beverages. on an), or all da)rs otherwise prohibited under
9 G.S. 1gB-802(b)."

PART XVI. ABC STORES/ALLOW IN.STORE SPIRITUOUS LIQUOR TASTINGS
SECTION 16.(a) G.S. 18B-1lTa.7@) reads as rewritren:

"(a) Authorization. - The holder of a supplier representative permit, brokerage
representative permit, or distillery permit issued under G.S. l8B-1105 may obtain a spirituous
liquor special event permit allowing the permittee to give free tastings of its spirituous liquors at
ABC stores where the local ABC board has approved the tastine. trade shows, conventions,
shopping malls, street festivals, holiday festivals, agricultural festivals, balloon races, local
fund-raisers, and other similar events approved by the Commission."

SECTION 16.(b) G.S. 18B-1114.7(b) reads as rewritten:
"(b) Limitations. - Any consumer tasting is subject to the following limitations:

(3) Each consumer shall be limited to one S3+eunee-tasting sample containins
0.25 ounces of any product made available for sampling at the consumer
tasting, and the total amount of the tasting samples offered to and consumed
by each consumer shall not exceed 1.0 ounce of spirituous liquor in any
calendar day.

(7)

ing+re*'

0! For tastines conducted in an ABC store. the local board shall establish and
implement a policy whereby distillery permit holders are given the right of
first refusal for a certain number. as determined by the Commission. of the
dates and times made available in a month by the local board for holding
tastings authorized under this section. Any policy established under this
subdivision shall set forth the date for each month by which a distillerv permit
holder must exercise the right of first refusal before the reserved dates and
times are made available to all elieible spirituous liquor special event permit
holders."

SECTION 16.(c) G.S. 188-301(0(1) reads as rewritten:
"(1) Any person to consume fortified wine, spirituous liquor, or mixed beverages

or to offer such beverages to another person at any of the following places:
a. g+Untess a consumer ta

conducted" on the premises of an ABC store.
b. Upon anypropertyused or occupied by a local board.
c. On any public road, street, highway, or sidewalk, unless a consumer

tasting authorized by G.S. 18B-1114.7 is being conducted."
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PART XVII. ALLOW ELECTRONIC PAYMENT FOR SPIRITUOUS LIQUOR
PURCHASED BY MIXED BEVERAGES PERMITTEES

SECTION 17.(a) G.S, l88-404 is amended by adding a new subsection to read:

"(g) Electronic PaJ,rment. - A local board shall accept electronic pavments for any

spirituous liquor purchased b), a mixed beverages permittee. A local board may not charge a fee

for accepting electronic payments under this subsection. For purposes of this subsection. the term

"electronic payment" means pa),rment bli charge card. credit card. debit card. or by electronic
funds transfer as defined in G.S. 105-228.90."

SECTION 17.(b) This section becomes effective October 1,2019, and applies to

sales made on or after that date.

PART XVI[. ABC COMMISSION/REQUIRE ACCEPTANCE OF PAYMENTS AND
FORMS ELECTRONICALLY

SECTION lS.(a) Article 9 of Chapter 18B of the General Statutes is amended by
adding a new section to read:
tt

(g) Forms. - The Commission shall make all forms required by the Commission to apply
for and receive a permit available on the Commission's Web site" and the Commission shall" to
the extent practicable. allow for the electronic submission of these forms. Any form required bv
the Commission to apply for and receive a permit that requires a signature may be submitted with
an electronic signature in accordance with Article 40 of Chapter 66 of the General Statutes.

(b) Pa,',rments. - The Commission shall accept electronic payments for any fee required
under this Chapter to receive a permit. . For purposes of this subsection" the term "electronic
pa.',rment" means pa:ment by charee card. credit card. debit card. or by electronic funds transfer
as defined in G.S. 105-228.90.

(g") Fee. -The Commission may charge a fee to be used to cover costs incurred by the

Commission in processing forms electronicallv and accepting payments electronically. The fee

authorized under this subsection may not exceed five dollars ($5.00)."
SECTION lS.(b) This section becomes effective July 1, 2019, and applies to permits

for on or after that date.

ART XIX. CREATION OF COMMON AREA ENTERTAINMENT PERMIT
SECTION 19.(a) G.S. 18B-1000 reads as rewritten:

"S 188-1000. Definitions concerning establishments.
The following requirements and definitions shall apply to this Chapter:

(4) Hotel. - An establishment substantially engaged in the business of furnishing
lodging. A hotel shall have a restaurant either on or closely associated with
the premises. The restaurant and hotel need not be owned or operated by the
same person.

gd Multi-tenant establishment. - A buildine or structure. or multiple buildings
and structures on the same property and under common ownership or control.
that contain or contains multiple businesses that sell food" goods. services" or
a combination of food. goods. and services. and that are connected by common
areas.

34
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47 SECTION 19.(b) G.S. 188-1001 is amended by adding a new subdivision to read:

"(2J) Common Area Entertainment Permit. - A permit under this subdivision may
be issued to the owner of a multi-tenant establishment that has at least two
tenants that holds a permit issued under subdivisions (1). (3). (5). or (10) of
this section. A common area entertainment permit authorizes a customer of a
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multi-tenant establishment tenant holding a permit issued under subdivisions
(1). (3). (5). or (10) of this section to exit that licensed premises with an open
container of the alcoholic beverage sold by the tenant holding the permit and
consume the alcoholic beveraee within the confines of any indoor or outdoor
common area on the premises of the multi-tenant establishment designated blr
the owner of the multi-tenant establishment for consumption of alcoholic
beverages. Additionally. a permit issued under this subdivision is subject to
all of the following conditions:
a. The owner of the multi-tenant establishment shall desienate the

common area in which alcoholic beverages may be consumed.
Additionally. the owner of the multi-tenant establishment shall post
siqns in conspicuous locations on the multi-tenant establishment
property indicating which common area is the designated common
area. The owner of the multi-tenant establishment shall submit to the
Commission for review and approval (i) a plat of the multi-tenant
establishment property for a desiqnated outdoor common area with the
common area designated for alcohol consumption clearly marked or
(ii) a detailed map of the relevant building on the multi-tenant
establishment property for a designated indoor common area with the
common area designated for alcohol consumption clearly marked. The
Commission shall reject any plat or map submitted under this
sub-subdivision that does not meet the requirements of this
subdivision or anv rule adopted by the Commission. The owner of the
multi-tenant establishment must submit a plat or mao as required under
this sub-subdivision for each renewal of the permit issued under this
subdivision and at least 10 da)'s prior to makins anli adjustments to the
designated common area.

b. Alcoholic beverages sold for consumption in a designated common
area shall be dispensed only in a paper or plastic cup bearins the name.
loso. or name and loso of the oremises from which the
beverage was purchased. The amount of alcoholic beverage dispensed
into a cup under this sub-subdivision shall not exceed l6 fluid ounces.
A customer is not allowed to possess or consume more than one
alcoholic beverage at a time while within the desienated common area.
Alcoholic beverages may only be consumed within the designated
common area during the hours in which the alcoholic beverage may
be sold under G.S. 188-1004. and the owner of the multi-tenant
establishment ma), further limit the da)'s and times in which an
alcoholic beverage may be consumed in a designated common area.
The owner of the multi-tenant establishment shall post siens in
conspicuous locations on the multi-tenant establishment propertv
indicating the days and times in which a person may consume an
alcoholic beverage in a designated common area.
A customer in the designated common area shall dispose of any
alcoholic beverage in his or her possession prior to exiting the
desienated common area. A person is not allowed to exit a designated
common area with an], alcoholic beverage he or she was consuming
within the area.

A customer is not allowed to bring and consume alcoholic beverages
not purchased from a tenant of the multi-tenant establishment holding
an applicable permit.

c.

d.

e.

f.
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& Any additional conditions imposed by the Commission. Any
additional conditions imposed by the Commission shall be posted on

@"
SECTION 19.(c) G.S. 188-902(d) reads as rewritten:

"(d) Fees. - An application for an ABC permit shall be accompanied by payment of the

following application fee :

gA Common area entertainment permit - $750.00."

PART XX. CREATION OF DELIVERY SERVICE PERMIT
SECTION 20.(a) Article 10 of Chapter 18B of the General Statutes is amended by

adding a new section to read:
tt

G) Authorization. - holder of a deliverv service oermit. the nermit holder's

emplo.'ree or independent contractor" mav deliver malt beverages" unfortified wine. or fortified
wine on behalf of a retailer holding a permit issued pursuant to subdivisions (1) through (6) and

(16) of G.S. 18B-1001 to a location designated by the purchaser. A delivery service permittee

malr also facilitate deliver:r through technology services that connect consumers and licensed

retailers through the use of the Internet. mobile applications. and other similar technology.

ft) Training and Pa)rment. - Prior to making any deliveries. each individual delivering
alcoholic beverages pursuant to a delivery service permit must successfully complete a course

approved b)' the Commission related to the delivery of alcoholic beverages. An individual
deliverins alcoholic beverages pursuant to a delivery service permit shall not handle or possess

funds used to purchase an alcoholic beverage that is to be delivered but may facilitate the sales

transaction in a manner that does not involve taking possession of funds.
(g) Age of Recipient and Notice. -An individual may only deliver alcoholic beverages

pursuant to a deliverlu service permit to an individual who is at least 2l years of age and who
immediatellr takes actual possession of the alcoholic beveraees purchased. A delivery of
alcoholic beverages in a package that obscures the manufacturer's original packaging shall have

affixed to the outside of the package a notice in 26-point type or larger stating: "CONTANS
ALCOHOLIC BEVERAGES ; AGE VERIFICATION REOUIRED.''

(!) Limitations. - A delivery service permittee shall deliver alcoholic beverages only
within the time allowed for lawful sales and consumption in the jurisdiction where the delivery
is located. No delivery shall be made to any jurisdiction within the State that has not authorized
the sale of the purchased alcoholic beveraees. A delivery service permittee shall not deliver
alcoholic beverages to the premises of another licensed retailer or more than 50 miles from the

retailer's licensed premises. Unless the governing bod:y of an institution of higher education has

given written authorization to the permittee" a delivery service permittee shall not deliver
alcoholic beverages to a residence hall located on the premises of an institution of higher
education. Onl)' alcoholic beverages purchased for personal consumption and from a licensed

retailer's existinq inventory located on the retailer's premises may be delivered pursuant to a
deliverv service permit.

(e) Scope and Construction. - A delivery service permit is not required for a common
carrier lawfully transporting or shipping alcoholic beverages. Nothing in this section shall be

constnred as exempting the deliverlr of alcoholic beverages pursuant to a delivery service permit

from the requirements set forth in Article 4 of Chapter 188 of the General Statutes."

SECTION 20.(b) G.S. 18B-902(d), as amended by Section 21(c) of this act, reads

as rewriffen:
"(d) Fees. - An application for an ABC permit shall be accompanied by payment of the

following application fee :
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(fi) Delivery service permit - $400.00."
SECTION 20.(c) This section becomes effective October 1,2019.

PART XXI. BREWERY SALES AUTHORIZATION
SECTION 21.(a) G.S. l8B-1104 reads as rewritten:

"$ 188-1104. Authorization of brewery permit.
(a) Authorized Acts. - The holder of a brewery permit may:

(1) Manufacture malt beverages.
(2) Purchase malt, hops and other ingredients used in the manufacture of malt

beverages.
(3) Sell, deliver and ship malt beverages in closed containers to wholesalers

licensed under this Chapter as authorizedby the ABC laws, except that malt
beverages may be sold to exporters and nonresident wholesalers only when
the purchase is not for resale in this State. However, nothing in this
subdivision shall prohibit the holder of a brewery permit from selling malt
beverages to a nonresident wholesaler, nonresident malt beverage vendor,
bottler, or other similar party for resale in this State if the malt beverages are
shipped from the brewery to wholesalers licensed under this Chapter.

(4) Receive malt beverages manufactured by the permittee in some other state for
transshipment to (i) dealers in other states or (ii) wholesalers licensed under
this Chapter as authorizedby the ABC laws.

(5) Furnish or sell marketable malt beverage products, or packages which do not
conform to the manufacturer's marketing standards, if State taxes have been
or will be paid, to its employees for the use of the employees or their families
and guests in this State.

(6) Give its products to customers, visitors, and employees for consumption on
its premises. Nothing in this subdivision shall be construed as excluding
customers and visitors at the brewery as part of a paid or complimentary tour
of the brewery.

(6a) 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 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).

(7) In an area where the sale of any type of alcoholic beverage is authorized by
law, and upon receiving the appropriate permit under G.S. 188-1001, sell at
the brewery, and any additional retail location authorized under subdivision
(8) of this subsection, any or all of the following:
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a. The brewery's 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 Carolina.

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

in North Carolina, if sale of the alcoholic beverage is otherwise

authorized in that area.

(@ tn an area wtrere ttre s

frBib used by the brew

ivint

thebrervery is leeated, r\ppreval may be granted enly pursuant te a reselutien
ing-+

reset*ien appreving &
gov€ffii ing

be pnblished the firsttime net less than 10 days ner mere than 25 days befere

the datefixed fer the hearing, trn eemputing sueh peried; the day ef publieatien
;s nelte Ue inerueee

CID Regardless of the results of any local malt beverage election. sell the malt
beverases owned bv the brewerv at the brewerv for on- or off-premise
consumption upon obtaining the appropriate permit under G.S. 18B-1001.

(8) 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 of malt beverages produced by it per year. A brewery not exceeding

the sales quantity limitations in this subdivision may also sell the malt
beverages manufactured by the brewery, and malt beverages produced under
subdivision (6a) of this subsection, at not more than three other locations in
the State, where the sale is legal, upon obtaining the appropriate permits under
G. S. I 88- 1 00 1 . A brewery operating any additional retail location pursuant to
this subdivision under a different trade name than that used at the brewery
shall also offer for sale at that location a reasonable selection of competitive
malt beverage products. A sale at any additional retail location under this
subdivision shall not be considered a wholesale sale for the pu{poses of Article
13 of this Chapter.

(b) Sales or Gifts. - A sale or gift under subdivision (5) or (6) of subsection (a) of this

section shall not be considered a retail or wholesale sale under the ABC laws.
(c) Tax Compliance. - By October 1 of each year, the Commission shall confirm that the

holder of a brewery permit is in compliance with G.S. 18B-900(a)(8). The provisions of
G.S. l8B-900(f) apply to the confirmation required under this subsection, except that the

Commission may suspend a person's brewery permit until the Commission receives notice from
the Department of Revenue that the person is in compliance.

(d) Sales Report Upon Commission Request. - Within 60 days of a request by the

Commission, a holder of a brewery permit who obtains a malt beverage wholesaler permit
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pursuant to subdivision (8) of subsection (a) of this section shall provide a sales report to the
Commission. The report shall list separately all of the following for the l2-month period
preceding the date of the request:

(l) The number of barrels of malt beverages sold by the permit holder that were
produced by the permit holder.

(2) The quantity and dollar amount of malt beverages sold by the permit holder
under subdivision (7) of subsection (a) of this section.

(3) The quantity and dollar amount of malt beverages sold on-premises under
subdivision (8) of subsection (a) of this section.

(4) The quantity and dollar amount of malt beverages sold off-premises under
subdivision (8) of subsection (a) of this section.

(5) The quantity and dollar amount of malt beverages sold under
G.S. 18B-1114.5.

(6) The quantity and dollar amount of malt beverages destroyed, spoiled, or
otherwise rendered unsalable.

The Commission shall not request more than one sales report from a brewery within a
l2-month period. The Commission shall keep all information provided pursuant to this
subsection confidential except as required by law or requested by the Department of Revenue.
The information shall not be a public record under Chapter 132 of the General Statutes.

(e) Definition. - For pu{poses of this section, the term "barrels" is as defined in
G.S.81A-9."

SECTION 21.(b) This act becomes effective October l,20lg.

PART XXII. ADMINISTRATIVE PENALTY PROCESS/PED STUDY
SECTION 22,(a) Study. - The Joint Legislative Program Evaluation Oversight

Committee shall revise the biennial2019-2020 work plan for the Program Evaluation Division
to include a study of the actions the Alcoholic Beverage Control Commission is authorized to
take under G.S. l8B-104 for violations of Chapter 18B of the General Statutes. The study
required under this subsection shall include an examination of (i) the proportionality of the
punishment that may be imposed under G.S. 188-104 in relation to the violation, (ii) the
remainder of the law set forth in G.S. 188-104 to identify any areas in which the law may be
lacking, and (iii) the process utilized and punishment authorized by other alcoholic beverage
control states for violations of their alcoholic beverage laws.

SECTION 22.(b) Cooperation. - Upon request, the Commission shall provide any
necessary information, data, or documents within their possession, ascertainable from their
records, or otherwise available to them, to the Program Evaluation Division to complete the study
required under subsection (a) ofthis section.

SECTION 22.(c) Report. - The Program Evaluation Division shall report its findings
and recommendations from the study required under subsection (a) of this section to the Joint
Legislative Program Evaluation Oversight Committee by March 15,2020.

PART XXI[. SEVERABILITY CLAUSE
SECTION 23. If any provision of this act or its application is held invalid, the

invalidity does not affect other provisions or applications of this act that can be given effect
without the invalid provisions or application, and to this end, the provisions of this act are
severable.

PART XXIV. RULES
SECTION 24. The Alcoholic Beverage Control Commission shall amend its rules

consistent with the provisions of this act. The Commission may adopt temporary rules to
implement the requirements of this act. Any temporary rules adopted in accordance with this
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section shall remain in effect until permanent rules that replace the temporary rules become

effective.

PART XXV. EFFECTIVE DATE
SECTION 25. Sections 22 and 25 of this act are effective when it becomes law.

Except as otherwise provided, this act becomes effective July 1, 2019.

a
1

2
3

4
5

6
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'-J
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OWRWEW: The Proposed Committee Substitute (PCS) for House BiA fi6 would muke various

revisions to the Alcoholic Beverage Control luws.

[As introducedo this bill was identical to 5592, as introduced by Sen. Gunno which is currently in
Senate Rules and Operations of the Senate.l

BILL ANALYSIS:

Part I would allow retail permit holder private label brands of malt beverage to be sold exclusively to the

retailer that owns the brand name or to all retail permit holders within each territory without

discrimination, at the retail permit holder's discretion.

Part II would provide that a contract brewery that manufactures malt beverages shall be responsible for
all aspects associated with manufacturing the product, subject to the rules of the ABC Commission

(Commission) and the Department of Revenue. The brewery, not the contract brewery, shall be

responsible for registering the contracted product with the Commission, submitting the appropriate reports

regarding the malt beverages, and remitting the appropriate taxes if required by those rules. This part

becomes effective July 1, 2019, and applies to taxes collected on or after that date.

Part III would allow malt beverage tastings at farmers markets.

Part IV would expand the authorization of on-premises and off-premises malt beverage permit holders

to allow permittees to transfer malt beverages to another on-premises malt beverage permittee that is under

common ownership or control of the transferor. The permittee would be limited to no more than four such

transfers per calendar year. Other transfers by on-premises malt beverage permittees , the purchase of malt

beverages by a retail permittee from another retail permittee for the purpose of resale, and the sale of malt

beverages by a retail permittee to another retail permittee for the purpose of resale would be unlawful.

Transfers of a particular brand of malt beverages may only be between transferors and transferees located

within the territory designated between the brewery and the wholesaler on file with the Commission. The

transferor would be required to notify each wholesaler who distributes the product of the transfer prior to

or contemporaneous with the transfer, in writing or verifiable electronic format, and identify the transferor,

the transferee, the transfer date, quantity, and items transferred.

Part V would create a new exception to authorize the issuance of permits for the sale of alcoholic

beverages at stadiums, athletic facilities, or arenas on the campus or property of a public college or

university if (i) the Board of Trustees has voted to allow the issuance of permits atthatparticular stadium,
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athletic facility, or arena, and (ii) the Board has notified the Alcoholic Beverage Control Commission of
that vote. This exception would not apply to community colleges.

If the Board of Trustees has authorizedthe issuance of permits, permits for the sale and serving of alcohol
could be issued to applicants that meet the requirements for the requested permit. However, if a mixed
beverage permit is issued, sales of mixed beverages would not be allowed when the stadium, athletic
facility, or arena is being used for a sports event sponsored by the public college or university. Sales that
are already allowed under the current statutory exceptions would not be affected by the provisions of this
exception.

For the purpose of issuing permits pursuant to this exception, the premises of a stadium, athletic facility,
or arena could include any area within 500 feet of the facility, designated by the facility in a written
description or map that clearly def,tnes the boundary of the area, and that can be designated in a way to
ensure compliance with the alcohol laws. The wriffen description or map of the area must be included in
the permit application.

Part VI would allow the sale of malt beverages, unfortified wine, and fortified wine on the passenger-
only ferry traveling from Hatteras to Ocracoke. Sales would not be allowed on the return trip from
Ocracoke to Hatteras. This part would become effective July 1, 2019, and apply to sales made on or after
that date.

Part VII would define a"bar" as a new type of ABC establishment substantially engaged in the business
of serving alcoholic beverages for consumption on the premises. A bar must have gross receipts from
alcoholic beverages for consumption on the premises of not less than 75Yo of thetotal gross receipts. Bars
would be authorized to obtain permits for on-premises malt beverage, on-premises unfortified wine, on-
premises fortified wine, brown-bagging, special occasion, and mixed beverages. Bars would not be
subject to health code regulations governing the sanitation of establishments that prepare or serve drink
or food for pay.

Part VIII would allow distilleries to sell, deliver, and ship spirituous liquor directly to consumers in other
states if the other state's laws allow. This part would become effective July I , 2019, and apply to sales
made on or after that date.

Part IX would remove the current restrictions on what distilleries can sell at the distillery for off-premises
consumption (currently limited to 5 bottles per person in a 12 month period, and requires that person "tour"
the facility). This part would also providethat adistillery is not subject to the prohibitions against holding
financial interests in, and lending or giving things of value to, a retailer with respect to the distillery's
transactions with the retail business allowed on its premises. This section would become effective July 1,
2019, and apply to sales on or after that date.

Part X would require the Commission to modify the rule on discounts for malt beverages or wine, to
increase the allowed discount from25Yoto 35Yo.

Part XI would define "premises" to mean a fixed permanent establishment, including all areas inside or
outside the licensed establishment,-where the permittee has control through a lease, deed, or other legal
process.

This part would also amend GS 188-1005.1 to conform to the 4th Circuit Court of Appeals ruling in
Carandola that found subdivisions (a)(2) and (a)(3) of that statute unconstitutional and would specify
that it is unlawful for a permittee or permittee's agent or employer to knowingly allow or engage in any
conduct or entertainment on a licensed premises where human genitals are exposed or a person is
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wearing transparent clothing that reveals his or her genitals. This portion would become effective July 1,

2019, and apply to offenses committed on or after that date.

Part XII would authorize the sale of more than one alcoholic drink to a patron at one time, but no more

than four at one time. This provision would not apply at a stadium, athletic facility, or arena on the campus

or property of a public college or university or during a sports event sponsored by a public college or

university. This part would become effective July 1, 2019, and apply to sales made on or after that date.

Part XIII would allow the sale and consumption of alcohol at bingo games. This section would become

effective July 1, 2019, and apply to offenses committed on or after that date.

Part XIV would exempt breweries not engaged in the preparation of food on the premises from the health

code regulations governing the sanitation of establishments that prepare or serve drink or food for pay.

Part XV would allow ABC stores to be open on Sundays from 12:00 noon to 5:00 P.M. if authorized by

the county or city where the board is located.

Part XVI would allow spirituous liquor tastings to be conducted in ABC stores. A local board holding

tastings must give right of first refusal to a certain number of North Carolina distillery permit holders, the

number to be determined by the Commission.

Part XVII would require local ABC boards to accept electronic payments for any spirituous liquor
purchased by a mixed beverage permittee. No fee may be charged for accepting electronic payments.

This part becomes effective October 1,2019, and applies to sales made on or after that date.

Part XVIII would require the Commission to make all forms required to apply for and receive a permit

available on the Commission's web site, and allow for electronic submission of those forms to the extent

practicable, including submission with an electronic signature. This section also requires the Commission

to accept electronic payments for any permit fees. The Commission may charge a fee of not more than

$5 to cover the costs of processing forms and accepting payments electronically. This part would become

effective July 1, 2019, and apply to permits applied for on or after that date.

Part XIX would authorize a common area entertainment permit for common areas in multi-tenant

establishments, which would allow customers to exit a permitted premises with an open container and

consume the alcohol in the common arca of a multi-tenant establishment. This part would provide

requirements for the common area, limits patrons to one alcoholic drink at a time, requires a paper or

plastic cup, and establishes other restrictions for this permit. The fee for a common area entertainment

permit would be $750.

Part XX would create a delivery service permit that would allow a permit holder's employee or

independent contractor to deliver malt beverages, unfortified wine, or fortified wine on behalf of a retailer

to an individual purchaser. This part has requirements for training, handling of funds, age verification,
and package labeling. Deliveries may only be made during lawful sales times for the jurisdiction and may

not be made to jurisdictions that have not authorized the sale of the alcoholic beverages. A delivery

service permittee may not deliver to the premises of another licensed retailer or more than 50 miles from

the retailer's licensed premises. No deliveries may be made to residence halls on the premises of an

institution of higher education without written authorization ofthe governing body of that institution' The

fee for a delivery service permit would be $400. This part would become effective October I,2019.

Part XXI would allow breweries to sell the malt beverages owned by the brewery for on- or off-premises

consumption, regardless of the results of any malt beverage election, upon obtaining the appropriate

permit. This part would repeal the existing farm brewery provision that allows sales in jurisdictions where

sale of malt beverages has not been authorized. This part becomes effective October I,2019.
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Part XXil would direct the Program Evaluation Division (PED) to study the actions the Alcoholic
Beverage Control Commission is authorizedto take for violations of Chapter l88 of the General Statutes.
The study shall include an examination of (i) the proportionality of the punishment that may be imposed
under G.S. l8B-104 in relation to the violation, (ii) the remainder of the law set forth in G.S. 188-104 to
identify any areas in which the law may be lacking, and (iii) the process utilized and punishment
authorized by other alcoholic beverage control states for violations of their alcoholic beverage laws. PED
shall report their findings to the Joint Legislative Program Evaluation Oversight Committee by March 15,
2020.

Part XXIII would provide that if any portion of this act is found invalid, other provisions that can be
given effect without the invalid provision shall still be effective.

Part XXIV would require the Commission to adopt rules consistent with the provisions of this act.

EFFECTIVE DATE: Sections 22 and 25 would be effective when the act becomes law. Except as
otherwise provided and stated above, the remainder of the act would become effective July 1, 2019.
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Referredto: Alcoholic Beverage Control, if favorable, Finance, if favorable, Rules, Calendar,

and Operations of the House

April 3,2019

A BILL TO BE ENTITLED
AN ACT TO MAKE VARIOUS REVISIONS TO THE ALCOHOLIC BEVERAGE CONTROL

LAWS OF THIS STATE.
The General Assembly of North Carolina enacts:

PART I. SELF-DISTRIBUTING BREWERIES AND MALT BEVERAGES
WHOLESALERS/REVISE LAW GOVERNING PRIVATE LABEL SALES

SECTION 1. G.S. 188-1303(b) reads as rewritten:
"(b) No Discrimination. - A wholesaler shall service all retail permit holders within his

designated territory without discrimination and shall make a good faith effort to make available

to each retail permit holdei in the tenitory each brand of malt beverage which the wholesaler has

been authorized to distribute in that area. The provisions of this subsection shall not apply to

retail permit holder private label brands" which. at the retail permit holder's direction" may be

sold either exclusivel), to the retailer that owns the brand name or to all retail permit'holders

within each territory without discrimination. For purposes of this subsection. the term "retail
permit holder private label brand" means a malt beverage product that is labeled with a brand

name owned bY a retailer."

PART II. CLARIFY CONTRACT BREWING LAW
SECTION 2.(a) G.S. 188-1104(a)(6a) reads as rewritten:
"(6a) Receive, in closed containers, and sell at the brewery, malt beverages

produced inside or outside North Carolina under contract with a contract

brewery. +ne-gxcept as otnerwise pr contract
brewery that manufactures the malt beverages shall be responsible for all
aspects associated with manufacturing the product, including maintaining
appropriate ing
the apprepriate taxes, records. The brewerlz that contracted with the contract

brewery shall obtain label approval and remit 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

I tiltil rilrffi rffi lill llll lil ilrill lil lil
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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 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
c.s. l8B-1116(b)."

SECTION 2.(b) This section becomes effective July l, 2019, and applies to taxes
collected on or after that date.

PART III. ALLOW MALT BEVERAGE TASTINGS AT FARMERS MARKETS
SECTION 3. 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; to sell branded merchandise such as glassware, cups, signs,
t-shirts, hats, and other apparel; 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, farmers markets. balloon races, local fund-raiserso and other
similar events approved by the Commission. Except for a brewery operating under the provisions
of G.S. 188-1104(a)(8), all malt beverages sampled or sold pursuant to this section must be
purchased from a licensed malt beverages wholesaler."

PART IV. ALLOW TRANSFERS OF MALT BEVBRAGES BETWEEN PERMITTEES
UNDER COMMON OWNERSHIP OR CONTROL

SECTION4. G.S. 188-1001 reads as rewriffen:
"$ 188-1001. Kinds of ABC permits; places eligible.

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

(l) 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 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 malt beverages" not more than four times per calendar
year. to another on-premises malt beverage permittee that is under common
ownership or control as the transferor. Except as authorized by this
subdivision. transfers of malt beverages b), on-premises malt beverage
permittees. purchases of malt beverages by a retail permittee from another
retail permittee for the pumose of resale. and sale of malt beverages b)' a retail
permittee to another retail permittee for the purpose of resale are unlawful. In
addition. a particular brand of malt beveraees may be transferred only if both
the transferor and transferee are located within the desisnated
between the brewery 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 writins or verifiable format and shall identifv the
transferor and transferee. the date of the transfer. quantity. and items
transferred. It also authorizes the holder of the permit to ship malt beverages
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(2)

in closed containers to individual purchasers inside and outside the State. The

permit may be issued for any of the following:

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 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 closed containers to individual purchasers inside and

outside the State. The permit also authorizes the permittee to transfer malt
beverages" not more than four times per calendar vear. to another off-premises
malt beverage permittee that is under common ownership or control as the

transferor. Except as authorized bv this subdivision" transfers of malt
beverages bv off-premises malt beveraee permittees. purchases of malt
beverages bv a retail permittee from another retail permittee for the purpose

of resale. and sale of malt beverages by a retail permittee to another retail
permittee for the purpose of resale are unlawful. In addition" a particular brand

of malt beverages may be transferred onlv if both the transferor and transferee

are located within the territory designated between the brewery and the

wholesaler on file with the Commission. Prior to or contemporaneous with
anly such transfer" the transferor shall noti{v each wholesaler who distributes
the oroduct of the The notice shall be writins or

verifiable electronic format and shall identify the transferor and transferee. the

date of the transfer. quantity. and items transferred. The permit may be issued

for any of the following:
il

47

PART V. ALLOW THE SALE OF MALT BEVERAGES AND WINE FOR
ON-PREMISES CONSUMPTION AT SPORTS AND ENTERTAINMENT VENUES
LOCATED ON THE CAMPUS OF A COLLEGE OR UNIVERSITY

SECTION 5. G.S. 188-1006(a) reads as rewritten:

"(a) School and College Campuses. - No permit for the sale of alcoholic beverages shall

be issued to a business on the campus or property of a public school, college, or university. This

subsection shall not apply to the following:
(l) A regional facility as defined by G.S. 1604-480.2 operated by a facility

authority under Part 4 of Article 20 of Chapter 160A of the General S+a*utes;

t*nless the permit is fer a publie seheel er publie eellege er university
*metie+.SIAUEr

(2) Property owned by a local board of education and leased for 99 years or more

to a nonprofit auditorium authority created prior to 1991 whose governing

board is appointed by a city governing board, a county board of
commissioners, or a local school board.

(3) A hotel.
(4) A nonprofit alumni organization.
(5) Restaurants, eating establishments, food businesses, or retail businesses on the

property defined by G.S. 116-198.33(4).
(6) Any golf courses owned or leased by the public college or university and open

to the public for use.

(7) The sale of malt beverages, unfortified wine, or fortified wine at the following:
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a. Performing arts centers located on property owned or leased by the
public college or university.

b. Any stadiums that support a NASCAR-sanctioned one-fourth mile
asphalt flat oval short track, that are owned or leased by the public
college or university, and that only sell malt beverages, unfortified
wine, or fortified wine at events that are not sponsored or funded by
the public college or university.

(8) Special one-time permits as described in G.S. 18B-1002(a)(5) for the
Loudermilk Center for Excellence facility at the University of North Carolina
at Chapel Hill.

(9) A stadium. athletic facilitv. or arena on the campus or propert.'y of a public
collese or univers itv- if the Board of Tnrstees of the oublic collese or
tr-i-roroif' hoc rrnfar{ to ^11^.,, +L- i..,,

^f ^or-ifo 
fnr ,roo ot tln.ot stadium

athletic facilit . or arena. For purposes of this subdivision. the term "public
college or universit)r" does not include a community college. If a Board of
Trustees votes to allow the issuance of Dermits in with this
subdivision. the Board of Trustees shall provide written notice to the
Commission that it has voted to allow the issuance of permits. An)' permit
described in G.S. 188-1001. l8B-1002(a)(2). or l8B-1002(aX5) may be
issued pursuant to this subdivision to meetins the reouirements for
the requested permit. Notwithstanding the issuance of a mixed beverages
permit pursuant to G.S. 18B-1001(10)" this subdivision does not authorize the
sale of mixed beverages when the stadium. athletic facilit)'. or arena is beins
used for a sports event sponsored by the public college or universit)r. This
subdivision does not apply to any sales authorized under subdivisions (1)
through (8) of this subsection. For purposes of this subdivision. the premises
of a stadium" athletic fasility. or arena shall include any area that meets all of
the following requirements :

a. Is within 500 feet of the furthest exterior building wall. perimeter
fence. or permanent fixed perimeter.

b. Is designated bv the stadium" athletic facilit)'. or arena in a map or
written descriotion that clearlv the boundarv ofthe area. and
that map or written description is included in the permit application.

c. Can be in a manner that enables the stadium" athletic
facilitv- or arena to ensure comoliance with the of this
Chapter."

PART VI. ALLOW SALES OF ALCOHOLIC BEVERAGES ON TRAINS AND
FERRIES

SECTION 6.(a) G.S. l8B-108 reads as rewritren:
"$ 188-108. Sales on tr+ins-.lrains an$jer4ies.

(a) Trains. - Alcoholic beverages may be sold on railroad trains in this State upon
compliance with Article 2C of Chapter 105 of the General Statutes. Malt beverages, unfortified
wine, and fortified wine may be sold and delivered by any wholesaler er-re+ailedicensed in this
State to an officer or agent of a rail line that carries at least 60,000 passengers annually.

ft) Ferries. - Alcoholic mav be sold on ferries establ oursuant to Article
47 6 of Chapter 136 of the General Statutes upon compliance with Article 2C of Chapter 105 of the

General Statutes. The authorization set forth in this subsection onlli applies to the passenger-only
ferry traveling on the route from Hatteras to Ocracoke and does not include the return trip from
Ocracoke to Hatteras. Malt beverages. unfortified wine. and fortified wine may be sold and

48
49
50
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delivered to an officer or agent of the Department of Transportation for sale on the ferry only by
the wholesaler whose designated territory includes the Hatteras Ferr.v Terminal.

(g) ABC Violations. - For purposes of G.S. 188-502. the railroad trains and ferry
authorized to sell alcoholic beverages under this section shall be deemed a "licensed premises for
which an ABC it has heen issued-"

(!) Rules. - The Commission. in consultation with the Department of Transportation.
mav adopt rules regulating the sale of alcoholic beverages under this section."

SECTION 6.(b) This section becomes effective July 1, 2019, and applies to sales

made on or after that date.

PART VII. ALLOW BARS TO OBTAIN ON-PREMISES ABC PERMITS
SECTION 7.(a) G.S. 188-1000 reads as rewritten:

"S 18B-1000. Definitions concerning establishments.
The following requirements and definitions shall apply to this Chapter:

(1) Bar. - An establishment substantially engaged in the business of servine

alcoholic beverages for consumption on the premises. To qualif.v as a bar. an

establishment's gross receipts from alcoholic beverages for consumption on

establishment's total gross receipts.

Gd Community theatre. - An establishment owned and operated by a bona fide
nonprofit organization that is engaged solely in the business of sponsoring or
presenting amateur or professional theatrical events to the public. A permit
issued for a community theatre is valid only during regularly scheduled

theatrical events sponsored by such nonprofit organization'
(tra)fl_U Convention center. - An establishment that meets either of the following

requirements:
a. A publicly owned or operated establishment that is engaged in the

business of sponsoring or hosting conventions and similar large
gatherings, including auditoriums, armorieso civic centers, convention
centers, and coliseums.

b. A privately owned facility located in a city that has a population of at

least 200,000 but not more than 250,000 by the 2000 federal census

and is located in a county that has previously authorized the issuance

of mixed beverage permits by referendum. To qualify as a convention
center under this subdivision, the facility shall meet each of the

following requirements :

l. The facility shall be certified by the appropriate local official
as being consistent with the.city's redevelopment plan for the

area in which the facility is located.
2. The facility shall contain at least 7,500 square feet of floor

space that is available for public use and shall be used

exclusively for banquets, receptions, meetings, and similar
gatherings.

3. The facility's annual gross receipts from the sale of alcoholic
beverages shall be less than fifty percent (50%) of the gross

receipts paid to all providers at permitted functions for food,
nonalcoholic beverages, alcoholic beverages, serviceo and

facility usage fees (excluding receipts or charges for
entertainment and ancillary services not directly related to
providing food and beverage service). The person to whom a
permit has been issued for a privately owned facility shall be

-fi
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required to maintain copies of all contracts and invoices for
items supplied by providers for a period of three years from the
date ofthe event.

A permit issued for a convention center shall be valid only for those parts of
the building used for conventions, banquets, receptions, and other eventso and
only during scheduled activities.

(1+X1-d . Cooking school. - An establishment substantially engaged in the business
of operating a school in which cooking techniques are taught for a fee.

.,..tt

SECTION 7.(b) G.S. 188-1001, as amended by Section I of this act, reads as
rewritten:
"S 188-1001. 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:

(l) 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 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 malt beverages, not more than four times per calendar
year, to another on premises malt beverage permittee that is under common
ownership or control as the transferor. Except as authorized by this
subdivision, transfers of malt beverages by on premises malt beverage
permittees, purchases of malt beverages by a retail permittee from another
retail permiffee for the purpose of resaleo and sale of malt beverages by a retail
permittee to another retail permittee for the purpose of resale are unlawful. In
addition, a particular brand of malt beverages may be transferred only if both
the transferor and transferee are located within the territory designated
between the brewery 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. 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:

k. Bars.

(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

47
48
49
50
51

Page 6 House Bill 536-First Edition



General Assembly Of North Carolina Session 2019

I
2

J

4

5

6

7

8

9
10

l1
t2
l3
I4
15

I6
t7
18

l9
20
2l
22
23
24
25
26

28
29
30
31

32
JJ

34
35
36
37
38
39
40
4l
42
43
44
45
46

48
49
50
51

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

transfero 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:

L Bars.

On-Premises Fortified Wine Permit. - An on-premises fortified wine permit

authorizes the retail sale of fortified wine for consumption on the premises,

either alone or mixed with other beverageso and the retail sale of fortified wine
in the manufacturer's original container for consumption off the premises. The

permit also authorizes the permittee to transfer fortified wine, not more than

four times per calendar year, to another on-premises fortified wine permittee

that is under common ownership or control as the transferor. Except as

authorized by this subdivision, transfers of wine by on-premises fortified 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. Priorto 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 fortified wine in closed containers to individual
purchasers inside and outside the State. Orders received by a winery by
telephone, Intemet, 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:

& Bars.

(7) Brown-Bagging Permit. - A brown-bagging permit authorizes each individual
patron of an establishment, with the permission of the permittee, to bring up
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(5)

27

47



General Assembly Of North Carolina Session 2019

1

2
J

4
5

6

7

8

9

10

11

l2
l3
t4
15

t6
I7
18

t9
20
2t
22
23
24

26
27

29
30
3I
32
JJ
34
35
36
37
38
39
40
4T

42
43
44
45
46
47
48
49
50
51

25

28

to eight liters of fortified wine or spirituous liquor, or eight liters of the two
combined, onto the premises and to consume those alcoholic beverages on the
premises. The permit may be issued for any of the following:

(8)
i Bars.
Special occasion Permit. - A special occasion permit authorizes the host of a
reception, party or other special occasion, with the permission of the
permittee, to bring fortified wine and spirituous liquor onto the premises of
the business and to serve the same to his guests. The permit may be issued for
any of the following:

f. Bars.

(10) 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. l8B-403 and 188-404, (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:

i. Bars.

PART VIII. ALLOW DISTILLERIES TO SELL SPIRITUOUS LIQUOR DISTILLED
BY THE DISTILLER DIRECTLY TO CONSUMERS IN OTHER STATES

SECTION 8.(a) G.S. 188-1105(a) reads as rewritten:
"(a) The holder of a distillery permit may do any of the following:

(2) Sell, deliver and ship spirituous liquor in closed containers as follows:
a. a#A[_wholesale to exporters and local boards within the Sta*e-, SIAI9.
b.@othelawsofotherjurisdictions,atwholesaleor

retail to consumers. private or public r€eneies-qglgigs. or
other states or nations.

SECTION 8.(b) This section becomes effective July 1, 2019, and applies to sales
made on or after that date.

PART IX. REVISE LAW AUTHORIZING DISTILLERS TO SELL SPIRITUOUS
LIQUOR DISTILLED BY THE DISTILLER FOR CONSUMPTION OFF THE
PREMISES

SECTION 9.(a) G.S. 18B-l105(a)(a) reads as rewritten:
"(4) Sell spirituous liquor distilled at the distillery in closed containers to visitors

@forconsumptionoffthepremises.Salesunderthis
subdivision are allowed only in a county where the establishment of a county
or municipal ABC store has been approved pursuant to G.S. 188-602(9) and
are subject to the time and day restrictions in G.S. 188-802. Spirituous liquor
sold under this subdivision shall (i) be listed as a code item for sale in the
State, (ii) be sold at the price

G.S. 188-804ft1). and (iii) have affixed to its bottle ffi
Page 8 House Bill 536-First Edition
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rverds "Nertlr Garelina Distillery Teur eemmemerative Spirit" in additien te
any ethe+labeling requirements set by law.

distillery is limited te selling te eaeh eensumeq ne mere than five bettles ef
sp

i..'g

iver€

spiri@i+isien'"
SECTION 9.(b) G.S. 18B-804(bl) reads as rewriffen:

"(b1) Price of Spirituous Liquor Sold at Distillery. - When the holder of a distillery permit

sellsspirituousliquordistilledatthedistillerypursuantto
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."
SECTION 9.(c) G.S. 188-1116(a) reads as rewritten:

"(a) Prohibitions. - It shall be unlawful for any manufacturer, bottler, or wholesaler of any

alcoholic beverages, or for any offlrcer, director, or affiliate thereof, either directly or indirectly
to:

A brewery qualifying under subdivision (7) or (8) of G.S. 188-l lO (a) is not subject to the

provisions of this 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 or other retail locations allowed under G.S. 188-110a(a)(8). The brewery is subject

to the provisions of this subsection, however, with respect to its transactions with all other

wholesalers and retailers.
A distillerlu is not subjectto the provisions of this section concernine financial interests in.

and lending or giving things of value to. a retailer with respect to the distillery's transactions with
the retail business allowed on its premises under G.S. 18B-1105(aX4). The distillery is subject

to the provisions of this subsection. however. with respect to its transactions with all other

relail-erL"
SECTION 9.(d) This section becomes effective July 1, 2019, and applies to sales

made on or after that date.

PART X. MALT BEVERAGES AND WINE/INCREASE DISCOUNT ON PRICE FROM
25'ATO 35% OF THE RETAIL PRICE

SECTION 10.(a) Definition. - "Discount Rule" means l4B NCAC 15B .1004

(General Prohibitions) for purposes of this section and its implementation.
SECTION 10.(b) Discount Rule. - Until the effective date of the revised permanent

rule that the Alcoholic Beverage Control Commission is required to adopt pursuant to subsection

(d) of this section, the Commission shall implement the Discount Rule as provided in subsection

(c) of this section.
SECTION 10.(c) Implementation. - Notwithstanding any provision of subsection

(b) of 148 NCAC l58 .1004 to the contrary, all of the following shall apply:
(1) A combination of the use of a coupon, a rebate, or a permittee's loyalty card,

discount cardo or membership card shall not exceed thirty-five percent (35%)

of the advertised retail price for the purchase of a malt beverage or wine.

House Bill 536-First Edition Page 9
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(2) A coupon or rebate shall not provide a discount exceeding thirty-five percent
(35%) of the advertised retail price for the purchase of a malt beverage or
wine.

(3) A loyalty card, discount card, or membership card shall not provide a discount
exceeding thirty-five percent (35%) of the advertised retail price for the
purchase of a malt beverage or wine.

SECTION 10.(d) Adoption. - The Commission shall adopt rules to amend the
Discount Rule consistent with subsection (c) of this section by no later than September I,20lg.
The 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.

SECTION 10.(e) Sunset. - This section expires when permanent rules adopted as
required by subsection (d) of this section become effective.

PART XI. CLARIFY DEFINITION OF IIPREMISES'' AND THE PROHIBITION ON
SEXUALLY EXPLICIT CONDUCT ON LICENSED PREMISES

SECTION 11.(a) G.S. 188-10t(l2a) reads as rewritten:
"(IZa) "Premises" means a fixed permanent establishment. including all a*eeq

@inside or outside the licensed premiseg-egllAblghmenllwhere
the permittee has control €gthefrep€trfthrough a lease, deed, or other legal
process."

SECTION 11.(b) G.S. 188-1005.1(a) reads as rewritten:
"(a) It shall be unlawful on a licensed premises for a permittee or his4perm[ttee's agent

or employee to knowingly allow or engage in any is
+i€€ns€dfr€ffiisesi

({) A,nyconduct or entertainment genitals
are exposed or whe(!!)-a persgn is wearing transparent clothing that reveals
@

(a

i

€)
@genitals.,,

SECTION 11.(c) Subsection (b) of this section becomes effective July 1, 2019, and,
applies to offenses committed on or after that date.

PART XII. AUTHORIZE SALE AI\D DELIVERY OF MORE THAN ONE DRINK AT A
TIME TO A SINGLE PATRON

SECTION 12.(a) Article 10 of Chapter l8B of the General Statutes is amended by
adding a new section to read:
il 010. eto

Page 10
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SECTION 12.(b) This section becomes effective July l, 2019, and applies to sales

made on or after that date.

PART XIII. ALLOW SALE AND CONSUMPTION OF ALCOHOLIC BEVERAGES AT
BINGO GAMES

SECTION 13.(a) G.S. 18B-308 is repealed.

SECTION 13.(b) G.S. 14-309.14(3) is repealed.
SECTION 13.(c) G.S. l8B-112(bX3) reads as rewritten:
"(3) Article 3. - Sale, Possession, and Consumption, except for GS.-48R308-anel

G.S. 188-309."
SECTION 13.(d) This section becomes effective July 1, 2019, and applies to

offenses committed on or after that date.

PART XIV. FOOD AIID LODGING FACILITY SAIIITATION
REGULATIONS/EXEMPT BREWERIES NOT ENGAGED IN THE PREPARATION
OF FOOD

SECTION 14.(a) G.S. l30A-250 reads as rewritten:
"$ 130A-250. Exemptions.

The following shall be exempt from this Part:

0_6) -1104
preparation of food on the premises. For purposes of this subdivision. the term

tt

SECTION 14.(b) Penalties imposed and fees charged before the effective date of
this section are not abated or affected by this section, and the statutes that would be applicable

but for this section remain applicable to those penalties and fees.

PART XV. ABC STORE HOURS AI\D DAYS OF OPERATION/LOCAL OPTION
SECTION 15.(a) G.S. 188-802 reads as rewritten:

"S 188-802. When stores operate.
(a) .Time. -No ABC store shall be open, and no ABC store employee shall sell alcoholic

beverages, between (19:00 P.M. and 9:00 A.M. The leeal beard shall ethenvise determine

epening and elesing heurs ef its steres,rn Monday throueh Saturday and (ii) 12:00 P.M. and 5:00

P.M. on Sunday.
(b) Days. - lle.Except as authorized under G.S. 153A-145.9 for a countly ABC store or

G.S. l604-205.5 for a citv ABC store. no ABC store shall be open, and no ABC store employee

shall sell alcoholic beverages, on any Sunday, New Year's Day, Fourth of July, Labor Day,

Thanksgiving Day, or Christmas Day. A local board may otherwise determine the days on which

its stores shall be closed."
SECTION 15.(b) Article 6 of Chapter 153A of the General Statutes is amended by

adding a new section to read:

"$ 153A-145.9. Davs on which ABC stores operate.
A countls may adopt an ordinance authorizing its ABC stores to be open. and authorizing its

ABC store employees to sell alcoholic beverages. on any or all days otherwise prohibited under

G_.S--l-EUo2(bL"
SECTION 15.(c) Article 8 of Chapter 160,4 of the General Statutes is amended by

adding a new section to read:

"Q 1604-205.5. Davs on which ABC stores operate.
A citv may adopt an ordinance authorizing its ABC stores to be open. and authorizing its

ABC store employees to sell alcoholic beverages. on any or all days otherwise prohibited under

G.S. l8B-802ft).'|,
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PART XVI. ABC STORES/ALLOW IN-STORE SPIRITUOUS LIQUOR TASTINGS
SECTION 16.(a) G.S. 18B-1114.7(a) reads as rewritten:

"(a) Authorization. - The holder of a supplier representative permit, brokerage
representative permit, or distillery permit issued under G.S. 18B-1105 may obtain a spirituous
liquor special event permit allowing the permittee to give free tastings of its spirituous liquors at
ABC stores where the local ABC board has approved the tasting" trade shows, conventions,
shopping malls, street festivals, holiday festivals, agricultural festivals, balloon races, local
fund-raisers, and other similar events approved by the Commission."

SECTION 16.(b) G.S. 188-l t14.7(b) reads as rewritren:
"(b) Limitations. - Any consumer tasting is subject to the following limitations:

(3) Each consumer shall be limited to one +r+eunee-tasting sample containing
0.25 ounces of any product made available for sampling at the consumer
tasting, and the total amount of the tasting samples offered to and consumed
by each consumer shall not exceed 1.0 ounce of spirituous liquor in any
calendar day.

@
enables the permit helde' te ensure that the eensu.ner tasting is being

te eensume tasting sasrples witlrin the des:gnated tasting area,

C! For tastings conducted in an ABC store. the local board shall establish and
implement a policy whereby distillery permit holders are siven the right of
first refusal for a certain number. as determined b), the Commission. of the
dates and times made available in a month by the local board for holding
tastings authorized under this section. Any policy established under this
subdivision shall set forth the date for each month by which a distiller)' permit
holder must exercise the right of first refusal before the reserved dates and
times are made available to all eligible spirituous liquor special event permit
holders."

SECTION 16.(c) G.S. 18B-301(fX1) reads as rewritten:
"(1) Any person to consume fortified wine, spirituous liquor, or mixed beverages

or to offer such beverages to another person at any of the following places:
a. gn-Untess a consumer t

conducted. on the premises of an ABC store.
b. Upon any property used or occupied by a local board.
c. On any public road, street, highway, or sidewalk, unless a consumer

tasting authorized by G.S. 18B-1114.7 is being conducted."

PART XVII. ALLOW ELECTRONIC PAYMENT FOR SPIRITUOUS LIQUOR
PURCHASED BY MIXED BEVERAGES PERMITTEES

SECTION 17.(a) c.S. 188-404 is amended by adding a new subsection to read:
"(9)

47 termttelectronic is as defined inG .147-86,20."
SECTION 17.(b) This section becomes effective July 1, 2079, and applies to sales

made on or after that date.

48
49
50
51
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I PART XVIII. ABC COMMISSION/REQUIRE ACCEPTANCE OF PAYMENTS AND
2 FORMS ELECTRONICALLY
3 SECTION lS.(a) Article 9 of Chapter 188 of the General Statutes is amended by
4 adding a new section to read:

5 "S 188-907. Allow electronic submission of pavments and forms.
6 (e) Forms. - The Commission shall make all forms required by the Commission to apply

7 for and receive a permit available on the Commission's Web site" and the Commission shall. to
g the extent practicable" allow for the electronic submission of these forms. Any form required bv

9 the Commission to applls for and receive a permit that requires a signature may be submitted with
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an electronic sisnature in accordance with Article 40 of Chaoter 66 the General Statutes.

&) Pavments. - The Commission shall accept electronic payments for any fee required

under this Chapter to receive a permit. For purposes of this subsection" the term "electronic
navment" is as defined in G.S. I47-86.20.

(g) Fee. - Except as otherwise provided in G.S. 188-404(e). the Commission may charge

a fee to be used to cover costs incuned b)' the Commission in processing forms electronically

and accepting payments electronically. The fee authorized under this subsection may not exceed

five dollars ($5-00I"
SECTION lS.(b) This section becomes effective July 1, 2019, and applies to permits

applied for on or after that date.

PART XIX. CREATION OF COMMON AREA ENTERTAINMENT PERMIT
SECTION 19.(a) G.S. 188-1000 reads as rewritten:

"S 188-1000. Definitions concerning establishments.
The following requirements and definitions shall apply to this Chapter:

(4) Hotel. - An establishment substantially engaged in the business of furnishing
lodging. A hotel shall have a restaurant either on or closely associated with
the premises. The restaurant and hotel need not be owned or operated by the

same person.

GO Multi-tenant establishment. - A building or structure. or multiple buildings
and structures on the same property and under common ownership or control.
that contain or contains multiple businesses that sell food. goods. services. or
a combination of food. goods" and services. and that are connected bv common
areas.

SECTION 19.(b) G.S. 188-1001 is amended by adding a new subdivision to read:

'(2J) Common Area Entertainment Permit. - A permit under this subdivision mav
be issued to the owner of a multi-tenant establishment that has at least two
tenants that holds a permit issued under subdivisions (1). (3). (5). or (10) of
this section. A common area entertainment permit authorizes a customer of a
multi-tenant establishment tenant holding a permit issued under subdivisions
(1)" (3). (5). or (10) of this section to exit that licensed premises with an open

container of the alcoholic beverage sold by the tenant holding the permit and

consume the alcoholic beverage within the confines of any indoor or outdoor
common area on the premises of the multi-tenant establishment designated by

, the owner of the multi-tenant establishment for consumption of alcoholic
beverages. Additionallly" a permit issued under this subdivision is subject to
all of the following conditions:
a, The owner of multi-tenant establishment desisnate the

common area in which alcoholic beverages may be consumed.
Additionally. the owner of the multi-tenant establishment shall post

47
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signs in conspicuous locations on the multi-tenant establishment
property indicating which common area is the designated common
area. The owner of the multi-tenant establishment shall submit to the
Commission for review and approval (i) a plat of the multi-tenant
establishment property for a designated outdoor common area with the
common area designated for alcohol consumption clearly marked or
(ii) a detailed map of the relevant building on the multi-tenant
establishment property for a desisnated indoor common area with the
common area designated for alcohol consumption clearly marked. The
Commission shall reiecf anv nlat or man suhmitfed rrnder fhis
sub-subdivision that does not meet the requirements of this
subdivision or any rule adopted b)' the Commission. The owner of the
multi-tenant establishment must submit a plat or map as required under
this sub-subdivision for each renewal of the permit issued under this
subdivision and at least 10 days prior to making any adjustments to the
designated common area.
Alcoholic beverages sold for consumption in a designated common
area shall be dispensed only in a paper or plastic cup bearins the name.
logo" or name and logo of the licensed premises from which the
beverage was purchased. The amount of alcoholic beverage dispensed
into a cup under this sub-subdivision shall not exceed 16 fluid ounces.
A customer is not allowed to possess or consume more than one
alcoholic beverage at a time while within the designated common area.
Alcoholic beverages may only be consumed within the designated
common area during the hours in which the alcoholic beverage ma),
be sold under G.S. 188-1004. and the owner of the multi-tenant
establishment may further limit the dalis and times in which an
alcoholic beverage ma), be consumed in a designated common area.
The owner of the multi-tenant establishment shall post signs in
conspicuous locations on the multi-tenant establishment property
indicating the days and times in which a person may consume an
alcoholic beverage in a desiqnated common area.
A customer in the designated common area shall dispose of any
alcoholic beverage in his or her possession prior to exiting the
designated common area. A person is not allowed to exit a desiqnated
common area with an)'alcoholic beverage he or she was consuming
within area.
A customer is not allowed to bring and consume alcoholic beverages
not purchased from a tenant of the multi-tenant establishment holding
an applicable permit.

additional conditions imposed by the Commission shall be posted on
the Commission's Web site."

SECTION 19.(c) G.S. l8B-902(d) reads as rewritten:
"(d) Fees. - An application for an ABC permit shall be accompanied by payment of the

following application fee :

gA Common area entertainment permit - $750.00."

PART XX. CREATION OF DELIVERY SERVICE PERMIT

b.

c.

d.

e.

i

(}
SI
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SECTION 20.(a) Article 10 of Chapter 18B of the General Statutes is amended by
adding a new section to read:

"Q 18B-1001.4. Authorization of deliverv service permit.
(a) lder or
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retailers through the use of the Internet. mobile applications. and other similar technologv.

(b) Training and Pa.'lment. - Prior to making anv deliveries. each person delivering

alcoholic beverages pursuant to a delivery service permit must successfully complete a course

approved b), the Commission related to the delivery of alcoholic beverages. A person delivering

alcoholic beverages pursuant to a delivery service permit shall not handle or possess funds used

to purchase an alcoholic beverage that is to be delivered but mav facilitate the sale,s transaction

in a manner that does not involve taking possession of funds.

I

maof(s)
and

immediatelv takes nossession of the alcoholic beverages A deliverv of
o

or
ALCOHOLIC BEVERAGES : AGE VERIFICATION REOUIRED.,'

6!1 Limitations. - A delivery service permittee shall deliver alcoholic beveraees onlv
within the time allowed for lawful sales and consumption in the jurisdiction where the delivery
is located. No delivery shall be made to any jurisdiction within the State that has not authorized

the sale of the purchased alcoholic beverases. A delivery service permittee shall not deliver

alcoholic more than 50 miles tiom retailer's licensed oremises or to the nremises

of another licensed retailer. Onl)' alcoholic beverages purchased for personal consumption and

from a licensed retailer's existing inventory located on the retailer's premises may be delivered
pursuant to a delivery service permit.

(e) Scope and Construction. - A delivery service permit is not required for a common

carrier lawfulllr transporting or shipping alcoholic beverages. Nothing in this section shall be

construed as exempting the deliver)' of alcoholic beverases pursuant to a delivery service permit
from the requirements set forth in Article 4 of Chapter l88 of the General Statutes."

SECTION 20.(b) G.S. 18B-902(d), as amended by Section 21(c) of this act, reads

as rewritten:
"(d) Fees. - An application for an ABC permit shall be accompanied by payment of the

following application fee :

Deliverv service it - 3400.00."

the il

27
28
29
30
31

32
JJ

34
35
36
37
38
39
40
4I
42
43
44
45
46
47
48
49
50
51

(n
PART XXI. ADMINISTRATIVE PENALTY/INCREASE COMPROMISE AMOUNT

SECTION 21.(a) G.S. l8B-104(b) reads as rewritten:
"(b) Compromise. - In any case in which the Commission is entitled to suspend or revoke

a permit, the Comrirission may accept from the permittee an offer in compromise to pay a penalty

of not more than five theusand dellar en thousand dollars ($10.000). The Commission

may either accept a compromise or revoke a permit, but not both. The Commission may accept

a compromise and suspend the permit in the same case."

SECTION 21.(b) This act becomes effective July 1, 2019, and applies to violations

commiffed on or after that date.

PART XXII. ADMINISTRATIVE PENALTY PROCESS/PED STUDY
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SECTION 22.(a) Study. - The Joint Legislative Program Evaluation Oversight
Committee shall revise the biennial2019-2020 work plan for the Program Evaluation Division
to include a study of the actions the Alcoholic Beverage Control Commission is authorized to
take under G.S. 188-104 for violations of Chapter l8B of the General Statutes. The study
required under this subsection shall include an examination of (i) the proportionality of the
punishment that may be imposed under G.S. 18B-104 in relation to the violation, (ii) the
remainder of the law set forth in G.S. 188-104 to identify any areas in which the law may be
lacking, and (iii) the process utilized and punishment authoized by other alcoholic beverage
control states for violations of their alcoholic beverage laws.

SECTION 22.(b) Cooperation. - Upon request, the Commission shall provide any
necessary infonnation, data, or documents within their possession, ascertainable from their
recordso or otherwise available to them, to the Program Evaluation Division to complete the study
required under subsection (a) ofthis section.

SECTION 22.(c) Report. - The Program Evaluation Division shall report its findings
and recommendations from the study required under subsection (a) of this section to the Joint
Legislative Program Evaluation Oversight Committee by March 15,2020.

PART XXIil. SEVERABILITY CLAUSE
SECTION 23. If any provision of this act or its application is held invalid, the

invalidity does not affect other provisions or applications of this act that can be given effect
without the invalid provisions or application, and to this end, the provisions of this act are
severable.

PART XXIV. RULES
SECTION 24. The Alcoholic Beverage Control Commission shall amend its rules

consistent with the provisions of this act. The Commission may adopt temporary rules to
implement the requirements of this act. Any temporary rules adopted in accordance with this
section shall remain in effect until permanent rules that replace the temporary rules become
effective.

PART XXV. EFFECTIVE DATE
SECTION 25. Sections 22 and 25 of this act are effective when it becomes law

Except as otherwise provided, this act becomes effective July l, 2019.
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House Committee on Alcoholic Beverage Control
Tuesday, May 21at 3:00 PM

Room 122811327 of the Legislative Building

MINUTES

The House Committee on Alcoholic Beverage Control met at 3:00 PM on May 21,2019 in Room

1228t1327 of the Legislative Building. Representatives Alexander, Boles, Dahle, Fisher,

Hardister, Hurley, Johnion, Lucas, McGrady, Meyer, Saine, Turner, Willingham, Yarborough and

Zachary attended.

Representative Chuck McGrady, Chair, presided and called the meeting to order at 3:03 p.m.

The Chair recognized the Sergeant at Arms and Pages in attendance and welcomed everyone.

The following bills were considered:

HB 476 Reduce ABG Fees Paid by VFW Post
HB 995 Hard Cider/Revise Excise Tax Rate

Representative Chuck McGrady,
Chair Presiding

(Representative Bumgardner)
(Representative McG radY)

Committee Clerk

Chairman McGrady introduced Representative Bumgardnerto presentHB4T6 ReduceABC Fees
paid by VFW Poit. At the conclusion of the presentation, Chairman McGrady opened the floor

for questions and discussion. Representative Hardister made a motion for a favorable report of

HB 476 with a serial referralto the Finance Committee. The motion passed'

Chairman McGrady turned over the meeting to Chairman Boles to preside, in order for

Representative McGrady to introduce H8995 Hard Cider/Revise Excise Tax Rate (Attachment

4). At the conclusion of the presentation, Chairman Boles opened the floor for questions and

discussion. Representative Lucas made a motion for a favorable report of HB995 with a serial

referral to the Finance Committee. The motion passed. Chairman Boles turned the committee

meeting back over to Chairman McGrady to close the meeting.

There being no further business, the committee adjourned at 3:23 p.m.
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NORTH CAROLINA HOUSE OF' REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

2019-2020 SESSTON

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

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Tuesday, May 21,2019
3:00 PM
1228/1327 LB
Rep. Chuck McGrady presiding.

The following bills will be considered:

BILL NO.
HB 995

IIB 476

SHORT TITLE
Hard Cider/Revise Excise Tax Rate.
Reduce ABC Fees Paid by VFW Post.

SPONSOR
Representative McGrady
Representative Bumgardner

Respectfully,

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

I hereby certify this notice was filed by the commiffee assistant at the following offices at l0:54 AM on
Wednesday, May 15, 2019.

_ Principal Clerk

_ Reading Clerk - House Chamber

Kimberly Neptune (Committee Assistant)





a\ House Committee on Alcoholic Beverage Control
Tuesday, May 2lr20l9r 3:00 PM

1228 I 1327 Legislative Building

AGENDA

Welcome and Opening Remarks

Introduction of Pages

Bills

BILL NO.
HB 995
HB 476

Presentations

Other Business.

SHORT TITLE
Hard Cider/Revise Excise Tax Rate.
Reduce ABC Fees Paid by VFW Post.

SPONSOR
Representative McGrady
Repre sentative Bumgardner

)

) Adjournment
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NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATTVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT
Representative James L. Boles, Jr.o Co-Chair
Representative Chuck McGradyo Co-Chair

FAVORABLE AND RE-RET'ERRED

HB 476 Reduce ABC Fees Paid by VFW Post.
Draft Number: None

Recommended Refenal
Long Title Amended:
Floor Manager:

None
No
Bumgardner

TOTAL REPORTED: I

I llill ililil ilil til tilil iltil til ilil rffi ilil] til til*cMR470-V-',t*
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NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OX' REPRESENTATIVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT
Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGradyo Co-Chair

FAVORABLE AND RE.RETERREI)

HB 995 Hard Cider/Revise Excise Tax Rate.
Draft Number: None

Recommended Referral:
Long Title Amended:
Floor Manager:

None
No
McGrady

TOTAL REPORTED: I

I

I lllil ililil ililt til ilil tilll til ilu til ilil] til til*cMR471-V-1*
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HOUSE BILL 476:
Reduce ABC Fees Paid by VFW Post.

2 0 1 9-2 02 0 General Assembly

Committee: House Alcoholic Beverage Control. If Date: May 2I,2019
favorable, re-refer to Finance. Iffavorable, re-

refer to Rules, Calendar, and Operations of the

House
Introduced by: Rep. Bumgardner Prepared by: Jennifer H. Bedford

Analysis of: First Edition Staff Attorney

OVERWEII/: House Bitl 476 would reduce certuin fees assessed by the Alcohol Beverage Control

Commission to a Veterans of Foreign lV'ars post.

CURRENT LAW:
G.S. 188-903(b) requires a permittee to pay a renewal application fee of $1000 for each mixed

beverages permit.

G.S. 188-903(bl) requires a permittee to pay a registration and inspection fee of $400 for each malt

beverage, fortified wine, or unfortified wine permit held.

BILL ANALYSIS: House Bill476 would:

. Reduce the renewal application fee for a mixed beverages permit by 90% (from $1000 to $100)

for a VFW post.

. Reduce the registration and inspection fees related to a malt beverage, fortified wine, or

unfortified wine permitby 90% (from $400 to $40) for each permit held by a VFW post'

. Clarify that the registration and inspection fees, like the renewal application fee, are

nonrefundable.

EFFECTIVE DATE: This act would be effective July 1 2019, and apply to renewals and registration on

or after that date.

Legislative Analysis
Division

9 19-733-2s78

.(aren Cochrane-Brown
Director |ilil lil ill[il ulu llil lll|| lll|! ll ffi uil ll llil[lilll lil ill ilil [iluil
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

HOUSE BILL 476

Short Title: Reduce ABC Fees Paid by VFW Post. (Public)

Sponsors Representative Bumgardner.

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

Referred to: Alcoholic Beverage Control, if favorable, Finance, if favorable, Rules, Calendar,

and Operations of the House

March 28,2019

A BILL TO BE ENTITLED
AN ACT TO REDUCE THE AMOUNT OF CERTAIN FEES ASSESSED BY THE ABC

COMMISSION TO A VETERANS OF FOREIGN WARS POST.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 188-903 reads as rewritten:

"$ 188-903. Duration of permit; renewal and transfer.

(b) Renewal. - Application for renewal of an ABC permit shall be on a form provided by
the Commission. An application for renewal shall be accompanied by a+-a-Aqq9fi4dabl9
application fee. The application fee shall be the same amount as the initial fee set in
G.S. 188-902, except that (!)the renewal application fee for each wine shop permit shall be five

hundred dollars ($500.00), an*Gilthe renewal application fee for each mixed beverages permit

and each guest room cabinet permit shall be one thousand dollars @

1

2
J

4
5

6

7

8

9

10

11

T2

13

l4
15

t6
I7
18

19

20
2I
22
23
24
25
26
27
28

il1 fee for
Veterans of F Wars oost shall be reduced bv nercent (90%\.

(b1) Registration. - Each person holding amalt beverage, fortified wine, or unfortified
wine permit issued pursuant to G.S. 18B-902(d)(1) through G.S. 188-902(dX6) shall register by

May I of each year on a form provided by the Commission, in order to provide information

needed by the State in enforcing this Chapter and to support the costs of that enforcement. The

registration required by this subsection shall be accompanied by an-a- qnreimdablg-annual

registration and inspection fee of four hundred dollars ($400.00) for each permit h€ld-. hgl{
except that the annual resistration and on fee for each oermit held a Veterans of
Foreisn Wars nost is dollars rs40.00). The fee shall be paid by May 1 of each year. A
regi ailure to pay the annual registration and inspection fee

shall result in revocation of the permit.
il

SECTION 2. This act becomes effective July 1, 2019, and applies to renewals and

registrations on or after that date.

r ililil ]il tfl ilril lill llll lil llilll llll lil*H476-V-1*
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NORTH CAROLINA GENERAL ASSEMBLY

Session 2Ot9

Legislative Fiscal Note

Short Title:
Bill Number:
Sponsor(s):

Suunlany Tagru

Reduce ABC Fees Paid by VFW Post,

House Bill 47 6 (First EditionJ
Representative Bumgardner

State lmpact

General Fund Revenue

Less Expenditures

FISCAL lMPAqf OF H.B. 476,V.L (S in thousands)

FY 2019-20 FY 2020-2L FY 202L-22 FY 2022-23 FY 2023-24

(2s.2) (2s.21 (2s.2) (2s.2) (2s.21

(2s.21 l2s.2l l2s.2l l2s.2l l2s.2lGeneral Fund lmpact

NET STATE IMPACT t$zs.z1

Frscar Irr,tpRcr Suuuanv

Fiscal Research finds that the changes in this bill would lead to a reduction in permitting fees

collected by the ABC Commission of $25,200 annually. These funds would otherwise be remitted to
the General Fund.

Frscar AruelvsIs

Section 1 would reduce the renewal application fee for any Veterans of Foreign Wars (VFW) post

by 9yo/ofrom $l-,000 to $100. Section L would further reduce the registration and inspection fee for
any VFW post from $400 to $40.

Fiscal Research anticipates that the changes in this bill would lead to a reduction of $25,200 in fees

collected by the ABC Commission, Because there are 20 VFW posts holding permits, ABC currently
collects $28,000 from VFW application fees and registration and inspection fees (20 times $1,000

equals $20,000 and 20 times $400 equals $8,000). After a 900/o reduction, ABC would instead collect

$2,800 from VFW posts, an annual reduction of $25,200. ABC remits all permitting fees to the

General Fund.

TEcHwTcRL CoNSIDERATIoNS

N/A.

f'nl
{-l

FISCAT RESEARCH DIVISION Page 1 of2 April72,20t9



DRre Souncns

ABC Couulssror'r

LEclsrerrvE Frscar Norn - Punposn eruo LrulrATroNs

This document is an official fiscal analysis prepared pursuant to Chapter 120 of the General Statutes
and rules adopted by the Senate and House of Representatives. The estimates in this analysis are
based on the data, assumptions, and methodology described in the Fiscal Analysis section of this
document. This document only addresses sections of the bill that have projected direct fiscal
impacts on State or local governments and does not address sections that have no projected fiscal
impacts,

Corurecr lrupoRuetlolv

Questions on this analysis should be directed to the Fiscal Research Division at (919) 733-4gI0.

EsrruerE PREpeRno By

William Childs

EsrruernAppnovEn By

Mark Trogdon, Director of Fiscal Research
Fiscal Research Division
Aprilt2,2019

Oflicirl

Publicrtion

Signed copy located in the NCGA Principal Clerk's Offices

FISCAL RESEARCH DIVISION PageZ of2 April12,2019



HOUSE BILL 995:
Hard Cider/Revise Excise Tax Rate.

2 0 I 9-2 020 General Assembly

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

refer to Rules, Calendar, and Operations of the

House
Introduced by: Rep. McGrady Prepared by:
Analysis of: First Edition

May2I,2019

Chris Saunders
Committee Counsel

OVERWEW: House Bill 995 would treat hsrd cider the same as malt beverages, rather than

unforti/ied wine, for the purpose of excise taxution.

CURRENT LAW: Under current law, the Alcoholic Beverage Control Commission and the Department

of Revenue regulate alcoholic cider as unfortified wine. Unfortified wine is defined as "any wine of
sixteen percent (16%) or less alcohol by volume made by fermentation from grapes, fruits, berries, rice,

or honey; or by the addition ofpure cane, beet, or dextrose sugar; or by the addition ofpure brandy from

the same type of grape, fruit, berry, rice, or honey that is contained in the base wine and produced in

accordance with the regulations of the United States."

Under current law, the excise taxrate for malt beverages is 61.71 cents per gallon, and the excise tax rate

for unfortified wine is 26.34 cents per liter (about 99.71 cents per gallon). The excise taxes collected each

year from the sale of malt beverages and wine are distributed to the counties or cities in which the retail

sale of those beverages is authorized are to be distributed as follows:

o 20.47Yo of the tax on malt beverages is distributed to the local govefirments where retail sale of
malt beverages is authorized.

o 49.44o/o of the tax on unfortified wine is distributed to the local governments where retail sale of
unfortified wine is authorized.

If malt beverages or unfortified wine may be sold both in a county and a city located in the county, both

the county and city receive a portion of the amount distributed, to be determined on the basis of population.

BILL ANALYSIS:

Section I of House Bill 995 would define hard cider as a wine that meets all of the following requirements:

. Contains not more than sixty-four hundredths (0.6a) of a gram of carbon dioxide per hundred

milliliters of wine.

. Is derived primarily from (i) apples or pears or (ii) water and apple juice concentrate or pear juice

concentrate.

. Contains no fruit product or fruit flavoring other than apples, pears, or apple or pear juice

Legislative Analysis
Division

9 I 9-7 33-2578

concentrate.

Karen Cochrane-Brown
Director til ilfi llil iltil til llilill li llli lf ll lli llll li ll]i li li lli llll li llil il-n-tg5-sMTa-29 E1 -v-1



House BiIt 995
Page 2

o Contains between 0.5Yo and 8.50% alcohol by volume.

Section 2 would provide that the excise tax on hard cider is the 61.71 cent per gallon tax levied on the
sale of malt beverages.

Section 3 would provide that20.47% of the tax collected on the sale of hard cider must be distributed to
local governments where the sale of malt beverages is allowed, rather than the 49.44% for unfortified
wine.

Section 4 would make conforming changes regarding payment of excise taxes. This act would not limit
the ability of a wine shipper permittee to ship hard cider directly to consumers, but the excise tax rate
levied on the hard cider would still be the same as the excise tax rate levied on malt beverages.

EFFECTIVE DATE: This act would become effective October 1,2019, and would apply to hard cider
sold on or after that date..
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

HOUSE BILL 995

Short Title: Hard CiderlRevise Excise Tax Rate. (Public)

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

Referred to: Alcoholic Beverage Control, if favorable, Finance, if favorable, Rules, Calendar,

and Operations of the House

1
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April26,2019

A BILL TO BE ENTITLED
AN ACT TO MAKE THE EXCISE TAX RATE LEVIED ON HARD CIDER THE SAME AS

THE EXCISE TAX RATE LEVIED ON MALT BEVERAGES.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 105-113.68(a) reads as rewritten:

"(a) Definitions. - The following definitions apply in this Article:

6d Hard cider. - A wine that meets all of the following requirements:
Contains not than sixtv-four hundredths ) of a sram of
carbon dioxide per hundred milliliters of wine.
Is derived primarily from (i) apples or pears or (ii) water and apple

iuice concentrate or pearjuice concentrate.
Contains no fruit product or fruit flavoring other than what is

authorized under sub-subdivision b. of this subdivision.
Contains at least one-half of one percent (0.50%) alcohol by volume

and less than eight and one-half percent (8.50%) alcohol bv volume.

SECTION 2. G.S. 105-113.80 reads as rewritten:

"S 105-1t3.80. Excise taxes on beer, wine, and liquor.
(a) Beer. Beer and Hard Cider- An excise tax of sixty-one and seventy-one hundredths

cents(61.71f)pergallonisleviedonthesaleofmalt
(b) Wine. - An excise tax of twenty-six and thirty-four hundredths cents (26.34O pet

liter is levied on the sale of unfortified wine, and an excise tax of twenty-nine and thirty-four
hundredths cents (29.3 4P) per liter is levied on the sale of fortified wine. For purposes of this
crrhspnfinn the term lrttnfnr.fi{iprl .rrinelr rlneq not 111 ^l.tr{o Lo.rl ^irlot

a.

b.

c.

d.

ll

SECTION 3. G.S. 105-113.82 reads as rewritten:

"S 1,05-113.82. Distribution of part of beer and wine taxes.
(a) Amount. - The Secretary must distribute annually a percentage of the net amount of

excise taxes collected on the sale of malt beverages and wine during the preceding l2-month
period ending March 31 to the counties or cities in which the retail sale of these beverages is

authorized in the entire county or city. The percentages to be distributed are as follows:
(1) Of the tax on malt beverages and hard cider levied under G.S. 105-113.80(a),

twenty and forty-seven hundredths percent (20.a7%).

I il]il til llil ilil llll lll] lil llill lil lil*H995-V-1*
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General Assembly Of North Carolina Session 2019
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(2) OfthetaxonunfortifiedwineleviedunderG.s. 105-113.80(b),forty-nineand
forty-four hundredths percent (49.44%). For purposes of this subdivision. the
term "unfortified wine" does not include hard cider.

(3) OfthetaxonfortifiedwineleviedunderG.S. 105-113.80(b),eighteenpercent
(r8%).

(a1) Method. - If malt beverages, hard cider. unfortified wine, or fortified wine may be
licensed to be sold at retail in both a county and a city located in the county, both the county and
city receive a portion of the amount distributed, that portion to be determined on the basis of
population. If one of these beverages may be licensed to be sold at retail in a city located in a
county in which the sale of the beverage is otherwise prohibited, only the city receives a portion
of the amount distributed, that portion to be determined on the basis of population. The amounts
distributable under subsection (a) of this section must be computed separately. For purposes of
fhic crrhconf.in- the term llrrnfnrfifi erl rxrinall r{^oo not nnlrrrlp hqrA oiAar

il

SECTION 4. G.S. 105-113.83(b) reads as rewritten:
"(b) Beer-Malt geverages. Hff and Wine. - The excise taxes on malt beverages

beverages. hard cider. and wine levied under G.S. 105-113.80(a) and @are
payable to the Secretary by the resident wholesaler or importer who first handles the beverages
in this State. The excise taxes levied under on hard
cider or wine shipped directly to consumers in this State pursuant to G.S. 188-1001.1 must be
paidbythewineshipperpermittee.Thetaxesonmaltandwine
are payable only once on the same beverages. Unless otherwise provided, the tax is due on or
before the 15th day of the month following the month in which the beverage is first sold or
otherwise disposed of in this State by the wholesaler, importer, or wine shipper permittee. When
excise taxes are paid on wine-wtue-hard-gideLor malt beverages, the wholesaler or importer
must submit to the Secretary verified reports on forms provided by the Secretary detailing sales
records for the month for which the taxes are paid. The report must indicate the amount of excise
tax due, contain the information required by the Secretary, and indicate separately any
transactions to which the excise tax does not apply. A wine shipper permittee shall submit
verified reports once a year on forms provided by the Secretary detailing sales records for the
year the taxes are paid. The verified report is due on or before the fifteenth day of the first month
of the following calendar year."

SECTION 5. This act becomes effective October I,2019, and applies to hard cider
sold on or after that date.

Page2 House Bill 995-First Edition



NORTH CAROLINA GENERAT ASSEMBTY

Session zOLg

Legislative Fiscal Note

Short Title:
Bill Number:
Sponsor(s):

SuunInnyTaglr

Hard Cider/Revise Excise Tax Rate,

House Bill995 (First Edition)
Representative McGrady

)

(39,000) (4O,O0O) (40,000) (41,000) (41,000)

(39,OOOI (4O,OOO} (40,0001 (41,000) (41,0001General Fund lmpact

FtscAt lMPAgr oF H.8.995, V.l

FY 20L9-20 FY 2020-2L

State lmpact

General Fund Revenue

Less Expenditures

FY 202L-22 FY 2022-23 FY 2023-24

Local lmpact

Local Revenue

Less Local Expenditures

(1,074,000) (1,087,000) (1,100,000) (1,113,000) (1,126,000)

Frscnl lupacr SuuuenY

H995 reduces the excise tax on hard cider, as defined in the bill, from 26.34t/liter to 6I'7Ltlgallon,
a tax rate reduction of approximately 38%0, It also changes how hard cider tax proceeds are shared

between the State and local governments, increasing the State share and decreasing the local share'

Frccm ArulI vsIs

Change in Revenue Collections
Under current tax law, hard cider meets the definition of "unfortified wine" and is taxed at the

unfortified wine excise tax rate: 26.34t/liter. H995 carves hard cider out from the definition of

unfortified wine and applies to it a tax rate of 6L.7LQ/gallon, which is the existing tax rate for beer.

For comparison, the current tax rate of 26.34t/liter equates to approximately 99'7[Q/gallon; the

new rate of 67.7It/gallon represents a tax rate decrease of approximately 38%.

.I
,l

FISCAL RESEARCH DIUSION Page L of 3 May2t,20L9



lnFY 2017-18, net collections of the unfortified wine tax totaled $28.7 million, with proceeds split
between the State [$14.8 million) and locals ($14.0). The State Department of Revenue does not
collect data about the proportion of this tax that came from traditional unfortified wine versus hard
cider; however, other data sources can help approximate the potential fiscal impact of the change.

According to the National Beer Wholesalers Association, just under 193 million gallons of beer were
sold in North Carolina in calendar year 20L8 and of that, an estimated 1.5o/o (or approximately 2.9
million gallons) was hard cider that would be affected by the bill. Based on this data, total tax
revenue would have been approximately $1.1 lower in 2018 had the proposed rate been in effect.

Est. Gallons Sold

Tax Rate

Tax Revenue

Current Law HB 995

2,893,000 2,893,000

0.9971. 0.6771

2,885,000 1,785,000

For future years, the estimated revenue loss has been calculated taking into account the growth rate
in malt beverage tax gross proceeds over the past 3 years, which is 1.2Io/o.

Change in Revenue Distributions
The bill also changes how tax proceeds on hard cider sales are shared between the State and local
governments. Under current law, the State retains 50.56% of all unfortified wine net tax proceeds,
with local governments receiving49.440/o. Under the bill, the State would retain 79.53o/o of hard
cider net tax proceeds; local governments would receive 20.47o/0.

This change in distribution almost entirely mitigates the State's revenue loss from the rate change;
however, local governments lose funds both from the rate decrease and from the change in the
distribution formula.

TEcHwrceL CoNSIDERATToNS

N/A,

Dnre SouRcns

North Carolina Department of Revenue; National Beer Wholesalers Association - Industry Affairs,
20t9

LEcrsrerrvE FrscAL Norn - PunposE AND LrMrrATroNs

This document is an official fiscal analysis prepared pursuant to Chapter 120 of the General
Statutes and rules adopted by the Senate and House of Representatives. The estimates in this
analysis are based on the data, assumptions, and methodology described in the Fiscal Analysis
section of this document. This document only addresses sections of the bill that have projected
direct fiscal impacts on State or local governments and does not address sections that have no
projected fiscal impacts.

FISCAL RESEARCH DIUSION Page 2 of3 May2L,20t9
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Corurncr lrunonulttotu

Questions on this analysis should be directed to the Fiscal Research Division at (919) 733-4970.

Esrrulrr Pnnpnnno Bv

Denise Canada

EsrnuRrnAppnovnu Bv

)
\

-)

Mark Trogdon, Director of Fiscal Research

Fiscal Research Division
May 21,2019 Ofticlil

Signed copy located in the NCGA Principal Clerk's Offices

)
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House Committee on Alcoholic Beverage Control
Thursday, June27,2019 at 11:00 A.M.

Room 415

MINUTES

The House Committee on Alcoholic Beverage Control met at 11:00 A.M. on Thursday, June 27,
2019 in Room 415. Representatives Alexander, Boles, Dahle, Fisher, Holley, Hurley, Jones,
McGrady, Meyer, Saine, Turner, and Willingham attended.

Representative Jamie Boles, Co-Chair, presided. He introduced the Sergeant at Arms and asked
pages to make self-introductions to the Committee.

Representative Boles recognized Senator Rick Gunn to explain bill SB290, Distiller Regulatory
Reform. After his explanation to the Committee, Representative Hurley brought forth two
amendments to be considered. (Amendments are made apart of the Minutes, See Attachment 1)

S290-ATQ -63 1v.21 - Representative Hurley - Adopted
S290-ATQ-64[v.1] - Representative Hurley - Adopted

Senator Gunn requested to continue with additional information about the bill, after which
members asked questions. Answers were given by staff, othermembers, and Scott Maitland, ABC
Board.

A motion was made by Representative McGrady for a favorable report to the new PCS with
Amendments rolled in, unfavorable to the original bill. The motion passed.

The meeting adjoumed at 11:44 A.M.

nt!;- 4"^
ve James L. Jr Dina Long, Committee





Updated #22 58290 Added to Calendar

NORTH CAROLINA HOUSE OF' REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

2019-2020 SESSTON

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

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Thursday, June27,2019
11:00 AM
415 LOB
Representative Boles, Presiding Chair

The following bills will be considered:

BILL NO. SHORT TITLE
sB 290 Distiller Regulatory Reform Bill

SPONSOR
Senator Gunn
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 6:18 PM on
Wednesday, June 26, 2019.

_ Principal Clerk
_ Reading Clerk - House Chamber

Dina Long (Committee Assistant)





Updated #1: Time Changed to 11A.M.

NORTH CAROLINA HOUSE OF' REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

2019-2020 SESSTON

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

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Thursday, June27,2019
11:00 AM
415 LOB
Bills to be determined. Representative Boles, Presiding Chair

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 5:28 PM on
Wednesday, June 26, 2019.

_ Principal Clerk
_ Reading Clerk - House Chamber

Dina Long (Committee Assistant)





NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIF'ICATION

2019-2020 SESSION

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

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Thursday, June27,2019
9:00 AM
415 LOB
Bilts to be determined. Representative Boles, Presiding Chair

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 6:05 PM on

Tuesday, June 25, 2019.

_ Principal Clerk

_ Reading Clerk - House Chamber

Dina Long (Committee Assistant)





House Committee on Alcoholic Beverage Control
Thursday, June 27r2019r 11:00 AM

415 Legislative Office Building

AGENDA

Welcome and Opening Remarks

Introduction of Pages

Bills

BILL NO.
SB 290

SHORT TITLE
Distiller Regulatory Reform Bill.

SPONSOR
Senator Gunn
Senator Blue
Senator Harrington

Presentations

Other Business

Adjournment
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NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF' REPRESENTATIVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT
Representative James L. Boles, Jr.n Co-Chair
Representative Chuck McGrady, Co-Chair

FAVORABLE HOUSE COM SUB, UNFAVORABLE SENATE COM SUB AND RE-REFERRED

sB 2e0 (cs#l) Distiller Regulatory Reform Bill.
Draft Number: S290-PCS15382-

RecommendedReferral: None
Long Title Amended: No
Floor Manager: Boles

TOTAL REPORTED: 1
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GENERAL ASSEMBLY OF NORTH CAROLINA
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SENATE BILL 290
Commerce and Insurance Committee Substitute Adop ted 6 I 12 I 19

Third Edition Engrossed 6125119

Short Title: Distiller Regulatory Reform Bill. (Public)
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March 19,2019

A BILL TO BE ENTITLED
AN ACT TO ALLOW A DISTILLERY TO SELL MALT BEVERAGES AND UNFORTIFIED

AND FORTIFIED WINE; TO ALLOW CERTAIN ORDERS OF ELIGIBLE DISTILLERY
PRODUCTS; TO REVISE THE LAW GOVERNING THE SALE OF SPIRITUOUS

LIQUOR BY A DISTILLERY TO VISITORS FOR CONSUMPTION OFF THE

PREMISES; TO ALLOW A DISTILLERY TO ISSUE PURCHASE-TRANSPORTATION
PERMITS FOR SPIRITUOUS LIQUOR SOLD BY THE DISTILLERY; AND TO ALLOW
SPIRITUOUS LIQUOR TASTINGS AT AN ABC STORE.

The General Assembly of North Carolina enacts:

PART I. ALLOW DISTILLERIES TO SELL MALT BEVERAGES AND UNFORTIFIED
AND FORTIFIED WINE

SECTION 1.(a) G.S. 188-1001 reads as rewritten:

"$ 188-1001. 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:
(1) 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 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. 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:

k. '|.ho hnlr{ar nf o ofillanr -o*if qrfihnrizoA rrnrlpr 11 e 18B-1 1n<

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

I ililil til ilil lil llll llll lil llilil lil lil*s290-V-3*
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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
pu{pose of resale, and sale of wine by a retail permittee to another retail
permittee for the pu{pose 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:

L The holder of a distillery permit authorized under G. S . 1 88- 1 1 05 .

(5) On-Premises Fortified Wine Permit. - An on-premises fortified wine permit
authorizes the retail sale of fortified wine for consumption on the premises,
either alone or mixed with other beverages, and the retail sale of fortified wine
in the manufacturer's original container for consumption off the premises. The
permit also authorizes the permittee to transfer fortified wine, not more than
four times per calendar year, to another on-premises fortified wine permittee
that is under common ownership or control as the transferor. Except as
authorized by this subdivision, transfers of wine by on-premises fortified 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 fortified 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:

47
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(10)

& The holder of a distillery permit authorized under G.S. 188-1105.

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. 188-403 and 188-404, (ii) to obtain an antique spirituous

liquor permit under subdivision (20) of this section, and (iii) to use for culinary
purposes spirituous liquor lawfullypurchased foruse in mixedbeverages. The

permit may be issued for any of the following:

l Thc holder ^f o r{icfil.lar.r ncmif ,lhnrioaA ttnr{ar (1 Q laD 11 n{

SECTION 1.(b) G.S. 18B-1 105(a) is amended by adding a new subdivision to read

"(6) Sell malt beverages. unfortified wine. and fortified wine" for consumption on

the oremises uoon obtainins the aoorooriate permit G.S. 188-1001."

PART II. ALLOW DISTILLERIES TO SELL MIXED BEVERAGES
SECTION 2. G.S. 188-1105(a) is amended by adding a new subdivision to read:

"(.4a) In an area where the sale of mixed beverages is authorized by law. sell mixed

beverages for consumption on the premises. If a distillery elects to sell mixed

beverages containing spirituous liquor other than that produced at the

distillerlz. the distillery shall obtain a mixed beverages permit pursuant to

G.S. 18B-1001."

PART III. ALLOW CERTAIN ORDERS OF ELIGIBLE DISTILLERY PRODUCTS
SECTION 3.(a) G.S. 18B-800 is amended by adding two new subsections to read:

"(c1) of

the of
what

was purchased by the requesting customer.

@2) Mixed

that code

inventory or the order cannot otherwise be tulfilled wi the time oeriod bv the

order

direct

receipt of the merchandise on the shinoins documents forward them to the State ABC

il

distillerv (i) that sells" to consumers at the distillerv. to to local boards. d to nrivate
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distilleryperyear.and(ii)thatiseithertheholderofadistillerypermitpursuanttoG.S. 18B-1105
or is a business located outside the State that is licensed or permitted to manufacture spirituous
liquor in the jurisdiction where the business is located and whose products are lawfully sold in
this State."

SECTION 3.(b) In order to facilitate the sale of any remainders of a special item
case, increase customer access to products, and allow local ABC boards to more effectively
manage inventory, the ABC Commission shall develop and implement an Internet-based system
to facilitate the sale and purchase of regular approved list items and special order list items of
spirituous liquor by and among local ABC boards.

SECTION 3.(c) The ABC Commission shall amend its rules consistent with this
section.

SECTION 3.(d) Subsection (a) of this section becomes effective August I,20lg,
and applies to special orders placed on or after that date. The remainder of this section is effective
when it becomes law.

PART IV. REVISE LAW AUTHORIZING DISTILLERS TO SELL SPIRITUOUS
LIQUOR DISTILLED BY THE DISTILLER FOR CONSUMPTION OFF' THE
PREMISES

SECTION  .(a) c.S. l8B-1105(a)( ) reads as rewritten:
"(4) Sell spirituous liquor distilled atthe 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. 188-602(9) and
are subject to the time and day restrictions in G.S. 188-802. Spirituous 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
toG.S.18B-804(b),and(iii)haveaffixedtoitsbottleffi

any ether-labeling requirements set by law.

e
ivers

spiri@i+isier+,"
SECTION 4.(b) G.S. 18B-804(b1) reads as rewritten:

"(b 1) Price of Spirituous Liquor Sold at Distillery. - When the holder of a distillery permit
sellsspirituousliquordistilledatthedistillerypursuantto
the retail price of the spirituous liquor shall be the unilorm 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."

SECTION a.(c) 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:

A brewery qualifying under subdivision (7) or (8) of G.S. 188-110a(a) is not subject to the
provisions of this section concerning financial interests in, and lending or giving things of value

Page 4 Senate Bill 290-Third Edition
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to, a wholesaler or retailer with respect to the brewery's transactions with the retail business on

its premises or other retail locations allowed under G.S. 188-110a(aX8). The brewery is subject

to the provisions of this subsection, however, with respect to its transactions with all other

wholesalers and retailers.
A distillery is not subject to the provisions of this section concerning financial interests in.

and lendins or ns thinss of value to. a who lesaler or retailer with resoect the distillerv's

with on its 11

distillery is subject to the provisions of this subsection. however" with respect to its transactions

with all other wholesalers and retailers."
SECTION 4.(d) This section becomes effective August 1,2019, and applies to sales

made on or after that date.

PART V. ALLOW DISTILLERIES TO ISSUE PURCHASE-TRANSPORTATION
PERMITS FOR SPIRITUOUS LIQUOR SOLD BY THE DISTILLERY

SECTION 5.(a) G.S. 188-403 reads as rewritten:

"$ 18B-403. Purchase-transportation permit.

(b) Issuance of Permit. - A purchase-transportation permit may be issued Uf.by any-qf
the following:

(1) The local board enaiman-,Sbairman.
(2) A member of the local beard',boad.
(3) The general manager or supervisor of the local bea+d;ebo44!.
(4) The manager or assistant manager of an ABC store, if he or she is authorized

to issue permits by the local board chairman.
(o the or

designated by the owner" of a distillery authorized to sell spirituous liquor
under G.S. 188-1105

(c) Disqualifications. - A purchase-transportation permit shall not be issued to a person

v,+e..wtro meets any of tne m
(1) Is not sufficiently identified or known to the issuer:,illuer:
(2) Is known or shown to be an alcoholic or @
(3) Has been convicted within the previous three years of an offense involving

the sale, possession, or transportation of nontaxpaid alcoholic Ueveragesi

efbevergges.
(4) Has been convicted within the previous three years of an offense involving

the sale of alcoholic beverages without a permit.

(e) Restrictions on Permit. - A purchase may be made only from the store or distillery
named on the permit. One copy of the permit shall be kept by the issuing person, one by the

purchaser, and one by the store or distillery from which the purchase is made. The purchaser

shall display his copy of the permit to any law-enforcement officer upon request. A permit for
the purchase and transportation of spirituous liquor may be issued only by an authorized agent

of the local board for the jurisdiction in which the purchase will be made-.made or in accordmrc

SECTION 5.(c) G.S. 18B-901(a) reads as rewritten:

"(a) Who Issues. A11 ABC permits shall be issued by the Commission.

Purchase-transportation permits shall be issued by local boards or distilleries under

G.S. 188-403."
SECTION 5.(d) G.S. 18B-1007(a) reads as rewritten:

Senate Bill 290-Third Edition Page 5
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"(a) Purchases. - A mixed beverages permittee may purchase spirituous liquor for resale
as mixed beverages and a guest room cabinet permittee may purchase spirituous liquor for resale
from a guest room cabinet only at an ABC store designated by a local Mboard. or a distillery
when purchasing spirituous liquor directly from the distillery in accordance with G.S. 188-1105"
and only with a purchase-transportation permit issued by that local board or distillery under
G.S. 188-403 and 188-404."

SECTION 5.(e) This section becomes effective August I, 2019, and applies to
purchases made on or after that date.

PART VI. ABC STORES/ALLOW IN.STORE SPIRITUOUS LIQUOR TASTINGS
SECTION 6.(a) G.S. 18B-1na.1@) reads as rewriffen:

"(a) Authorization. The holder of a supplier representative permit, brokerage
representative permit, or distillery permit issued under G.S. 188-1105 may obtain a spirituous
liquor special event permit allowing the permittee to give free tastings of its spirituous liquors at
ABC stores where the local ABC board has approved the tasting. trade shows, conventions,
shopping malls, street festivals, holiday festivals, agricultural festivals, balloon races, local
fund-raisers, and other similar events approved by the Commission."

SECTION 6.(b) G.S. 188-1114.7(b) reads as rewritten:
"(b) Limitations.- Any consumer tasting is subject to the following limitations:

(3) Each consumer shall be limited to one itg
sample containing 0.25 ounces of any product made available for sampling at
the consumer tasting, and the total amount of the tasting samples offered to
and consumed by each consumer shall not exceed 1.0 ounce of spirituous
liquor in any calendar day.

to eensume tasting sarnples rvithin thedesignated tasting area,

cl)

47

For tastinss con in an ABC store. the Commission shall adoot rules to
ensure that holders of distillery permits issued under G.S. 188-1105 are
provided by local ABC boards reasonable opportunities to conduct tastings."

SECTION 6.(c) G.S. 188-301(0(1) reads as rewritten:
"(1) Any person to consume fortified wine, spirituous liquor, or mixed beverages

or to offer such beverages to another person at any of the following places:
a. gn-Untess a consumer t

conducted. on the premises of an ABC store.
b. Upon any property used or occupied by a local board.
c. On any public road, street, highway, or sidewalk, unless a consumer

tasting authorized by G.S. 18B-1114.7 is being conducted."

PART VII. RULES
SECTION 7. The Alcoholic Beverage Control Commission shall amend its rules

consistent with the provisions of this act. The Commission may use the procedure set forth in
G.S. 150B-21.I to amend any rules as required under this section.

PART VIII. SEVERABILITY CLAUSE
SECTION 8. If any provision of this act or its application is held invalid, the

invalidity does not affect other provisions or applications of this act that can be given effect

Page 6 Senate Bill 290-Third Edition
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without the invalid provisions or application, and to this end the provisions of this ad are

severable.

PART IX. EF'F'ECTIVE DATE
SECTION 9. Except as otherwise provided, this act becomes effective August 1,

2019.

Senate Bill 290-Third Edition PageT





SENATE BILL 290:
Distiller Regulatory Reform Bill.

20 1 9-2 02 0 General Assembly

Committee: House Alcoholic Beverage Control
Introduced by: Sens. Gunn, Blue, Harrington
Analysis of: Third Edition

Date: June27,20I9
Prepared by: Chris Saunders

Committee Counsel

OWRWEW: Senate Bill 290 woutd (i) expand the types and amounts ofproducts that distilleries could
sell at the d,istillery, gi) ullow certain orders of distillery products, (iii) allow distilleries to issue

purchase-transportation permits, and (iv) ullow ABC stores to conduct in-store spirituous liquor
tastings.

[As introduced, this bill was identical to H3780 as introduced by Reps. McGrady, Hardister, Fisher,

B. Turner, which is currently in House Alcoholic Beverage Control.l

CURRENT LAW AND BILL ANALYSIS:

Section 1 would allow the holder of a distillery permit to obtain permits for on-premises malt beverage,

on-premises unfortified wine, on-premises fortified wine, and mixed beverages and sell those types of
alcoholic beverages for consumption at the distillery.

Section 2 would allow the holder of a distillery permit to sell mixed beverages for consumption at the

distillery. If a distillery elects to sell mixed beverages containing spirituous liquor other than that produced

at the distillery, the distillery must obtain a mixed beverages permit.

Section 3 would authorize ABC stores to allow the purchase of individual bottles of spirituous liquor
purchased through the special order process, and to sell in store any bottles received in excess of what was

purchased by the requesting customer.

This section would also direct local ABC boards to fulfill an order by a mixed beverages permittee for
individual bottles or cases of spirituous liquor produced by an eligible distillery that are listed a regular

code item for sale in the State. If the local board could not fulfill the order because it was not in the local

board's stock inventory or the order could not otherwise be fulfilled within the time period requested by
the permittee, the local board would be required to notify the Commission within 48 hours of the request

for the order and request aulhorization for direct shipment. The Commission would then determine if the

eligible distillery desires to directly ship the ordered product directly to the local board, and if so the

Commission would be required to allow the eligible distillery to ship the spirituous liquor ordered to the

local board for the fulfillment of the mixed beverages permittee's order. The local board would be required

to acknowledge receipt of the merchandise on the shipping documents and forward them to the State ABC

warehouse for processing through the accounting system as though the merchandise were shipped from

the State ABC warehouse.

Legislative Analysis
Division

9 r 9-7 33-2578

Karen Cochrane-Brown
Director
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For purposes of this section, an "eligible distillery" would be defined as a distillery that (i) sells,'to
consumers at the distillery, to exporters, to local boards, and to private orpublic agencies or establishments
of other states or nations, fewer than 10,000 proof gallons of in-house brand spirituous liquors distilled
and manufactured by it at the permit holder's distillery per year, and (ii) that is either the holder of a
distillery permit pursuant to G.S. 188-1105 or is a business located outside the State that is licensed or
permitted to manufacture spirituous liquor in the jurisdiction where the business is located and whose
products are lawfully sold in this State."

This section would also direct the Commission to develop and implement an Internet-based system to
facilitate the sale and purchase of regular approved list items and special order list items of spirituous
liquor by and among local ABC boards

This section would become effective August I ,2019 , and the special order provision would apply to orders
placed on or after that date.

Section 4 would remove current restrictions on what distilleries can sell at the distillery for off-premises
consumption to a visitor who takes a tour (currently limited to 5 bottles per person in a 12 month period,
and requires a "North Carolina Distillery Tour Commemorative Spirit" sticker). This section would also
provide that a distillery is not subject to the prohibitions against holding financial interests in, and lending
or giving things of value to, a retailer with respect to the distillery's transactions with the retail business
allowed on its premises.

This section would become effective August I,2019, and apply to sales made on or after that date.

Section 5 would allow distilleries to issue purchase-transportation permits for spirituous liquor sold by
the distillery. A purchase-transportation permit allows a person to purchase and transport an amount of
spirituous liquor greater than eight liters.

This section would become effective August I,2019, and would apply to purchases made on or after that
date.

Section 6 would allow spirituous liquor tastings to be conducted in ABC stores where the local ABC
board has approved the tasting. A local board holding tastings must give a reasonable opporfunity to a
certain number of North Carolina distillery permit holders, the number to be determined by the
Commission.

EFFECTIVE DATE: Except as otherwise provided, this act becomes effective August 1,2019



NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
Senate Bill290

ATTACHMENT #1

AMENDMENT NO
(to be filled in by
Principal Clerk)
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permit holder, No emolovee of a local board may partici in or conduct a

tastine in an ABC store. ilil

SIGNED

SIGNED

t ponsor

ADOPTED

Committee Chair if Senate Committee Amendment

FAILED

ilililililililllllllllllllllllllllllllllllllllllllllllllillllllllllllllllllllllllll*s290-ATO-63-V-2*

TABLED





Housc Pages
Assignments

Thursday, Jun e 27 , 2019
Sessiofi 2:00 PM

Reo. Chuck McGradv
PF,P . d.Hrc!- Yue'A

Rep. Terence Evepitt
Rep. John Szoh

Speaker Tim Moore,,.

Speaker Tim Moore..

Rep. Darren G. Jackson

Rep. John Autry
Rep. Donna McDowell

White

Speaker Tim Moore
Rep. Joe John

Rep. Allen McNeill
Rep. Mark Brodv

Member
Rep. Darren G. Jackson

Speaker Tim Moore

96N

Comments

darlq5ctffile

.hckson Carter
-Pevton Miranda
Vililliam Roberts

Margaret Scott

Joseph Crane
Madison Goodwin

Laura LeGlue
Rylie Ponder

W,FfiE,

Staff
Caroline Bull

Eleanor Castoral
Joshua-James

Claybon
Alice Connor

9:30 AM

11:00 AM

9:00 AM
Time

544

415

Room
643

/

Judiciarv I

)
,Alcoholic Beverage

Control

Committee
Health

Wcde

Thursday, June27,2OI9 Page: 1- of 1 9:00 AM





{.'om m i(tec.r$gJsgp nfis gt A rm$

NAI\{E QI}COMMI.TTEn House Committee o li

DATE; Thursdav, June 27, 2019 Roonr: 415 B

I{ouso Sst-AtArntsi

X., Nrnre: Bill Riley .,,. . - . -

?, Namo: Joe Crook

Nrmc: William Moqre - - ,, , ,. ,,
i 

-

4. Narnc: Glen Wall

5. Hamc:

Seas.h $s*-Ar.ArHi

[. Ntme:

?. Nlmc:

i. Nauc:

l. Hnme:

.{arucr
.l





VISITOR REGISTRATION SHEET

Alcoholic
Name of Committee

I
4
tL/ tq

Date

VISTTORS: ,nAs IGN IN BELOWE S ND Rtr',TIIRN TC) E (-I ',RK

NAME

A"r 0

FIRM OR AGENCY AND ADDRESS

,X,tr u*-jtn 9r \,r/,ll icuus ffi* i i.r^+

vV\:1 '*' .4* b rrgrrv\

v't

r./
AL

L (2-L

u1 (
f,

NC o [ar 
' 
zutr tn/ rto 1'+?\1-Ee9

ds'tu

\?\ 0**o*n,o

,4^^r. ,, /3u 
^L,i {c c,.

I {t
loc i( tt,

A,

,8,r^L c t ,'t' .1 {1 ,- , ., ,'i,1 "' ;

A

\r( L

'ltt'

Cr Nu(t49





VISITOR REGISTRATION SHEET

Alcoholic Beverase Control Committee
Name of Committee Date

VISITORS: E SIGN IN BELOW ND RETURN TO COMMITT EE CLERK

NAME F'IRM OR AGENCY AND ADDRESS

IL€ 0urvt gc

(our

,-
KI

An {t-4-0

ffuJ t+FVl w tNf

fur; n,k

tr.tT)

.r1;\ (rr. (l





House Committee on Alcoholic Beverage Control
Tuesday, July 230 2019 at 3:00 PM

Room 122811327 of the Legislative Building

MINUTES

The House Committee on Alcoholic Beverage Control met at 3:00 PM on Tuesday, July 23,

2O1g in Room 1228t1327 of the Legislative Building. Representatives Alexander, Boles,

Dahle, Fisher, Hardister, Hurley, Johnion, McGrady, Saine, Turner, Willingham, and Zachary

attended.

Representative Chuck McGrady, Chair, presided and called the meeting to order at 3:13 p'm.

He recognized the Sergeant-at-Arms and Pages in attendance and welcomed everyone. He

explaine-d that SB124 Bmall Town Mixed Beverage Election Reqsl had been pulled from the

calendar.

He then turned the chair over to Chairman Boles to conduct the meeting.

The following bills was considered for discussion only:

HB 971 Modern Licensure Model for Alcohol Gontrol
(Representatives McGrady, saine, Hardister and Harrison)

Chairman Boles introduced Representative McGrady to present H8971 Modern Licensure

Model for Alcohol Control. Representative McGrady acknowledged that the bill is a work in
progress and stated that the bill is for discussion only to generate areas that need to be

add-ressed in ongoing work. He gave an overview of the decision to look at the licensure model

and asked the committee members to analyze the Proposed Committee Substitute and give

feedback.

Representative McGrady introduced Chris Saunders, Legislative Analysis, to explain the bill.

William Childs, Fiscal Research, explained the effect of this bill on ABC Commission, as noted

in the Fiscal Memo (Attachment).

Mark White, Fiscal Research, explained the impact on alcohol law enforcement, as presented

in the Fiscal Memo.

Denise Canada, Fiscal Research, explained the revenue changes in the bill and the revenue

distribution, as presented in the Fiscal Memo.

Chairman Boles opened up the floor for discussion and questions from the committee.

There ng no further usiness, the committee adjourned at 4:33 p.m

^
Kimberly Neptune,
Committee Clerk

Representative Chuck McG
Chair Presiding

dy
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Updated #1: Added 58124

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

2OL9-2020 SESSION

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

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

BILL NO.
SB I24

IIB 971

The following bills will be considered:

Tuesday, July 23,2019
3:00 PM
1228/1327 LB
Rep. Chuck McGrady presiding.

SHORT TITLE
Small Town Mixed Beverage Election
Reqs.
Modern Licensure Model for Alcohol
Control.
FOR DISCUSSION ONLY

SPONSOR
Senator J. Alexander

Representative McGrady

Representative Saine

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 9:08 AM on

Tuesday, July 23,2019.

_ Principal Clerk

- 
Reading Clerk - House Chamber

Kimberly Neptune (Committee Assistant)
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NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

2019-2020 sEssroN

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

DAY & DATE: Tuesday, JuIy 23,2019
TIME: 3:00 PM
LOCATION: 122811327 LB
COMMENTS: Rep. ChuckMcGrady presiding. The billwill be for discussion only.

The following bills will be considered:

BILL NO. SHORT TITLE
HB97l Modern Licensure Model for Alcohol

Control.

SPONSOR
Representative McGrady
Representative Saine
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 at3:51
PM on Wednesday, July 17,2019.

_ Principal Clerk

_ Reading Clerk - House Chamber

Kimberly Neptune (Committee Assistant)





House Committee on Alcoholic Beverage Control
Tuesday, July 23r201913:00 PM
1228 I 1327 Legislative Building

AGENDA
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ffi4-

HB 977

Presentations

Other Business

Adjournment

SHORT TITLE
lon

Reqs.
Modern Licensure Model for Alcohol
Control.
FORDISCUSSION ONLY

SPoNSoR 'R *oro J dug *o
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HOUSE BILL 97lz
Modern Licensure Model for Alcohol Control.

2 0 I 9-2 0 2 0 G eneral Ass embly

Committee:

Introduced by: Reps. McGrady, Saine, Hardister, Harrison
Analysis of: PCS to First Edition

H971-CSTQf-19

House Alcoholic Beverage Control. If Date:
favorable, re-refer to Finance. If favorable, re-

refer to Rules, Calendar, and Operations of the
House

July 23,2019

Prepared by: Chris Saunders
Committee Counsel

' Karen Cochrane-Brown
Director

OWRWEW: The Proposed Committee Substitute (PCS) to House Bill 971 would phase out the

existing ABC systemfor the ssle of spirituous liquor in the State, and would allow the ABC Commission

to issue licenses for private retailers to sell spirituous liquor for off-premises consumption,

CURRENT LAW: Undercurrent law, theABC Commission (Commission) determines which spirituous

liquor products may be sold in North Carolina and establishes Statewide prices. The Commission

"ontracir 
with a private vendor to operate the ABC warehouse system, which stores products approved by

the C.ommission and delivers the products to local ABC stores. ABC stores are owned and operated by

local ABC boards, which are formed by local elections. In North Carolina, spirituous liquor may only be

sold for off-premises consumption by ABC stores, except at licensed distilleries.

BILL ANALYSIS:

PART I. AMEND ABC ELECTIONS TO ALLOW OFF-PREMISES SPIRITUOUS LIQUOR
ELECTIONS AND PHASE OUT ABC STORE ELECTIONS

Section 1 of the PCS would, effective July l, 2020, eliminate local elections for ABC stores and allow

local elections for off-premises spirituous liquor sales. Any city or county that has authorized the

establishment and operation of an ABC store by local election as of July 1,2020 would be deemed to

have authorized off-premises spirituous liquor sales, unless the city or county votes against authorizing

off-premises spirituous liquor sales before July l, 2021. A city or county that operates an ABC store that

votes against off-premises spirituous liquor sales may continue to operate ABC stores until Januaiy 1,

2022.

PART II. PHASE-IN OF OFF-PREMISES SPIRITUOUS LIQUOR AND SPIRITUOUS
LIQUOR WHOLESALER PERMITS

Section 2 would authorize the ABC Commission to issue an off-premises spirituous liquor permit, with
a fee of $1,000; a spirituous liquor wholesaler permit, with a fee of $1,000; and a nonresident spirituous

liquor vendor permit, with a fee of $5,000. This section would also make several conforming changes.

Legislative Analysis
Division

91 9-73 3-2578-.H-t a i - s r''r r a - 4 9 c s r o F - 1 9 - v - 5
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Section 3 would:
o Define a "package store" as a new type of establishment that may receive certain ABC permits.

A package store would be defined as "an establishment that derives fifty percent (50%) or more
of the establishment's total gross receipts from the sale of alcoholic beverages for consumption
off the premises." A package store would be eligible to obtain any of the following permits:

o Off-premises malt beverage permit.
o On-premises unfortified wine permit.
o Off-premises unfortified wine permit.
o Off-premises fortified wine permit.
o Off-premises spirituous liquor permit.

No package store may be located within 500 yards of another package store, exceptthata
business that holds an off-premises malt beverage permit or an off-premises fortified wine permit
on July 1,2020, and that derives fifty percent (50%) or more of its total gross receipts from the
sale of alcoholic beverages for consumption off the premises, may obtain an off-premises
spirituous liquor permit regardless of its proximity to another package store.

o Allow food businesses and retail businesses to obtain an off-premises spirituous liquor permit.
o Require off-premises spirituous liquor permittees to display warning signs, to be developed and

distributed by the Commission, on the store's premises to inform the public of the effects of
alcohol consumption during pregnancy.

Section 4 would:
o Allow distillery permittees to (i) sell, deliver, and ship spirituous liquor to licensed wholesalers,

(ii) receive and sell spirituous liquor produced under contract with a contract distillery, and (iii)
for distillers that sell fewer than 100,000 proof gallons of spirituous liquor per year, self-
distribute up to 50,000 proof gallons of spirituous liquor per year to unaffiliated retailers and
operate up to three affiliated retail locations. Distillers would be required to provide a sales
report to the Commission upon request.

o Allow liquor importer/bottler permittees to import spirituous liquor and sell it to wholesalers for
resale.

o Allow the holder of a spirituous liquor wholesaler permit to:
o Receive, possess, and transport shipments of spirituous liquor.
o Sell, deliver, and ship spirituous liquor of any brand it offers in its territory.
o Furnish and sell spirituous liquor of any brand it offers in its territory to its employees.
o Furnish spirituous liquor of any brand it offers in its territory to guests and any other

person who does not hold an ABC permit for promotional purposes.
. Allow a nonresident spirituous liquor vendor permittee to sell, deliver, and ship spirituous liquor

to wholesalers, imports, and bottlers. The liquor must be held at a spirituous liquor wholesaler's
licensed premises before being resold to a retailer.

o Make conforming changes.

Section 5 would establish spirituous liquor franchise laws to govern the relationship between spirituous
liquor wholesalers and distilleries. This would require a three-tiered system of distribution of spirituous
liquor involving distillers, wholesalers, and retailers. This regime would largely mirror the statutes
governing wine distribution agreements in Article 12 of Chapter 188.
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Section 6 would direct the ABC Commission to cease operation of the State warehouse on January l,
2022, and direct local ABC boards to cease operations and liquidate all assets by public auction to the

highest qualified bidder between July 1, 2021 and January 1,2022. After ceasing operations, the local

ABC boards may only sell the spirituous liquor in their possession to a permitted spirituous liquor

wholesaler. Funds received would be paid to the general fund of the local government for which the local

ABC board is established for any public purpose.

Sections 7 would provide that Sections 2 through 5 become effective January 1,2021. The Commission

would be allowed to issue spirituous liquor wholesaler and off-premises spirituous liquor permits

beginning January l,202L However, the licenses would be limited such that a spirituous liquor wholesaler

may not sell spirituous liquor to any retailer until March l, 2021, and an off-premises spirituous liquor
permittee may not sell spirituous liquor until July 7,2021.

PART III. REVISIONS TO CHAPTER 188 OF THE GENERAL STATUTES BEFORE PHASE-

OUT OF ABC STORES

Sections 8, 9o and 10 would make conforming changes to the statutes goveming general provisions

applicable to alcoholic beverages, administration of the ABC Commission, and sale and consumption of
alcohol to reflect the elimination of ABC stores and allowance of off-premises spirituous liquor sales.

These sections would become effective July 1, 2021, and would expire December 3I,2021.

Section 11 would allow the holder of a retail permit, or the permittee's designated employee, to issue a

purchase-transportation permit and make conforming changes to the statutes governing purchase-

transportation permits.

This section would become effective July 1, 202I, and would expire December 31,202I.

Section 12 would allow seized beverages to be sold by public auction to spirituous liquor retail permiffees.

This section would become effective July 1, 2021, and would expire December 31,2021.

Section 13 would repeal the antique spirituous liquor permit and make conforming changes to the statutes

governing issuance of permits to reflect the elimination of ABC stores and allowance of off-premises

spirituous liquor sales.

This section would become effective July 1, 202L

Section 14 would make conforming changes to the statutes governing retail permits.

This section would become effective July l, 202L

PART IV. REVISIONS TO CHAPTER 188 OF THE GENERAL STATUTES AFTER PHASE-

OUT OF ABC STORES
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Section 16 would repeal numerous definitions related to the ABC system and local boards, and make
conforming changes to the statutes governing general provisions applicable to alcoholic beverages to
reflect the repeal of the ABC system.

This section would become effective January I,2022.

Section 17 would repeal references to local boards in the statutes governing claims for relief for sales to
underage persons to reflect the repeal of the ABC system.

This section would become effective January 1,2022.

Section 18 u'ould repeal the powers of the ABC Commission related to local boards and the administration
of the ABC system, repeal the statues related to the State warehouse, and make other conforming changes
to the statutes governing State administration of the ABC system to reflect the repeal of the ABC system.

This section would become effective January 1,2022.

Section 19 would make conforming changes to the statutes governing sale, possession, and consumption
of alcoholic beverages to reflect the creation of the off-premises spirituous liquor permit and the repeal of
the ABC system.

This section would become effective January 7,2022.

Section 20 would make conforming changes to the statutes governing transportation of alcoholic
beverages to reflect the repeal of the ABC system.

This section would become effective January 1,2022.

Section 21 would repeal the statutes related to local ABC officers. Under cument law, local boards are
required to hire one or more ABC enforcement officers. Some boards hire local ABC officers directly,
while others contract with local law enforcement agencies to provide ABC enforcement. These officers
have primary subject matter jurisdiction over the ABC laws and the Controlled Substances Act, but may
arrest and take other investigatory and enforcement actions for any criminal offense. This section would
also make other conforming changes.

This section would become effective January 1,2022.

Section 22would repeal the statutes governing local ABC boards

This section would become effective January 7,2022.

Section 23 would repeal the statutes governing operation of ABC boards.

This section would become effective January 1,2022.
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Section 24 would amend the statute goveming ABC permit applications by deleting a reference to local

ABC officers.

This section would become effective January I,2022.

PART V. REVISIONS TO CHAPTER 105 OF THE GENERAL STATUTES

Section 26 would make the following changes to the tax laws concerning spirituous liquor:

o Classify resident distilleries that produce fewer than 1 00,000 proof gallons of spirituous liquor per

year as wholesalers for tax purposes.

o Impose an annual $15.00 tax for city off-premises spirituous liquor licenses and $25.00 for county

off-premises spirituous liquor licenses.

. Impose an excise tax of $23.00 per gallon on the sale of spirituous liquor. Under current law, the

excise tax on spirituous liquor is 30%.

o Provide that3}%of the net amount of excise taxes on spirituous liquor must be distributed to the

counties and cities that authorizetheretail sale of spirituous liquor. For malt beverages the amount

is20.47Yo,for unfortified wine the amount is 49.44%o, and for fortified wine, the amount is l8%.

o Provide that of the funds distributed to a county or city for taxes levied on spirituous liquor, the

funds must be distributed as follows:

o 4oh for treatment of alcoholism and substance abuse.

o 15%ofor research or education on alcohol or substance abuse.

o llYofor costs incurred by local law enforcement agencies from enforcing the alcohol laws.

o Any remaining funds may be used for any public purpose.

o In addition to the funds distributed to a city or county for taxes levied on spirituous liquor, the

Secretary of Revenue would also be required to distribute $3,000,000 per year to the Department

of Health and Human Services for treatment of alcoholism or substance abuse, or research or

education on alcohol or substance abuse, and $8,500,000 per year to the ABC Commission to be

used for the operating and administrative costs of the Commission.

o Provide that the excise tax on spirituous liquor must be paid monthly by the resident wholesaler

or importer who first handles the liquor in the State.

o Make various conforming changes to reflect the repeal of the ABC system.

This section would be effective for taxable years beginning on or after July 1, 2021.

PART VI. OTHER CONFORMING REVISIONS

Section 27 would make conforming changes to statutes in various chapters of the General Statutes to

reflect the repeal of the ABC system.

This section would become effective January 1,2022.
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Sections 28.(a) and 28.(b) would make conforming changes to other tax laws to reflect that certain
distilleries may be considered wholesalers.

Section 2S.(a) would become effective July l,202I,and would expire on January 1,2022, Section 28.(b)
would become effective January 1,2022.

Section 29 would make conforming changes to allow local governments to adopt an ordinance allowing
for the sale of spirituous liquor beginning at 10:00AM on Sundays.

This section would become effective July I,202I

EFFECTIVE DATE: Except as othenvise provided, this act would become effective July 1,2021

l
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AAA BILL TO BE ENTITLED
AN ACT TO MODERNIZE THE LICENSURE MODEL UTILIZED BY THE STATE FOR

THE SALE OF SPIRITUOUS LIQUOR.
The General Assembly of North Carolina enacts:

PART I. AMEND ABC ELECTIONS TO ALLOW OFF.PREMISES SPIRITUOUS
LIQUOR ELECTIONS AND PHASE OUT ABC STORE ELECTIONS

SECTION 1.(a) Article 6 of Chapter 188 of the General Statutes reads as rewritten:

"Article 6.

"Elections.
"$ 188-600. Places eligible to hold alcoholic beverage elections.

(a) Kinds of Elections. - +h+Alref_the-following kinds of alcoholic beverage elections

shall be permitted:
(1) Maltbeveragqbeveragg.
(2) Unfortified winewine.
(3)
(4) Mixed beverage.

(b) County Elections. - Any county may hold a malt beverage, unfortified wine, or A,BG

stereoff:premises spirit election. A county may hold a mixed beverage election only
if the county akeady allows the off-premises sale of
spirituous liquor or a county election on is to be held
at the same time as the mixed beverage election.

(c) City Malt Beverage and Unfortified Wine Elections. - A city may hold a malt
beverage or unfortified wine election only if the county in which the city is located has already

held such an election, the vote in the last county election was against the sale of that kind of
alcoholic beverage, and one or more of the following apply:

(1) The city has a population of 500 or more according to the most recent federal

decennial census.
(2) The city @already allows the off-premises sale of

spirituous liquor.
(3) The city has a population of 400 or more but less than 500 according to the

most recent federal decennial census and had a population of 500 or more

according to the prior federal decennial census.

(c1) Certain City Malt Beverage and Unfortified Wine Elections. - A city may hold a malt
beverage or unfortified wine election only if all of the following criteria are met:

I tilililil llll llil lilllilillllilillllll llllllllllil lllilllill lillil*H971-CSTQF-'l 9*
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I (1) The county in which more than fifty percent (50%) of the area of the primary
2 corporate limits of the city is located has already held such an election, and
3 the vote in the last county election was against the sale of that kind of alcoholic
4 beverage.
5 (2) The city has a population of 200 or more.
6 (3) The county in which more than fifty percent (50%) of the area of the primary
7 corporate limits of the city is located also contains three or more other cities
8 that have previously voted to allow malt beverage or unfortified wine sales.
9(d)CityABCStoreElections._Acitymayholdan

10 liquor election only if:
1l (1) The city has at least 1,000 registered voters; and
I2(2)Thecountyinwhichthecityislocateddoesnot@
13 off-premises sale of spirituous liquor.
14 (e) City Mixed Beverage Elections. - A city may hold a mixed beverage election if the
15 city has at least 500 registered voters.
16 this st+bseetien appreves the sale ef mixed beverages; mixed beverages permittees in the eity may
T7

l8
19 (e1) Small City Mixed Beverage Elections. - A city may also hold a mixed beverage
20 election if the city has at least 300 registered voters and is located in a county with at least one
2Iothercitythathasapprovedthesaleofmixedbeverages.
22
23
24
25 This subsection shall not apply to Alamance, Avery, Burke, Caldwell, Carteret, Cleveland,
26 Henderson, Onslow, Polk, Robeson, Rowan, Rutherford, and Wilkes Counties.
27 (e2) Ski Resorts ABC Elections. - Notwithstanding any other provisions of this section,
28 any city that provides govemmental services to as many as 1,000 snow skiers weekly during the
29 normal ski season from December I through March 15, may hold an election authorized by
30 subdivision (aXl), (2), or (a) of this section. If the sale ef mixed beverages is appreved;
3l
32 is$i€n,
33 (e3) Small Town Mixed Beverage Elections. - A town may hold a mixed beverage election
34 if the town has at least 200 registered voters and is located in a county bordering the Neuse River
35 and Pamlico Sound that has not approved the sale of mixed beverages and that county has only
36onecitythathasapprovedthesaleofmixedbeverages.
37
38
39
40 (e4) Multicounty/City ABC Elections. - If a city is located in two or more counties, the
4l following provisions shall apply:
42 (1) The city may hold a malt beverage or unfortified wine election if any county
43 in which a portion of the city is located has already held such an election, the
44 vote in the last election of the particular type was against the sale of that type
45 of alcoholic beverage, and the city has a population of 500 or more.
46 (2) The city may hold a mixed beverage election if the city has at least 500
47 registered voters and a county in which a portion of the city is located eper#es
48 or a municipality
49 in either county in which the city is located
50 off-premises sale of spirituous liquor.

Page2 House Bill 971 H971-CSTQf-19 [v.l l]
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(3) If an election is held by a city under this subsection, all of the city voters may

vote in the election. If the vote is for approval, alcoholic beverages may be

sold on the basis of that approval and under the provisions of this Chapter.{f

trave Uee+eesignate il+in€

€ress-reeei
te these r\BC steres, exeept that after the ap-lieable distributiens have been

beverages sureharge and the guest reem eabinet sureharge required by

(e5) Small Resort Town ABC Elections. - A town may hold a mixed beverage election if
i+.it meets all of the

(1) lFlas-_I'helownJas_incorporated after 1990 and prior to the effective date of
this subsection;

(2) Has-The has at least 100 residents;
(3) +s-The townjflocated in a county that borders another state and that has two

other municipalities which
sale of spirituous liquor: and

(4) At the time of the election, the town has corporate boundaries that border or
include land in three counties.

PreYidedr that if a to

@es;
(D Township Elections. - An election may be called on any of the propositions listed in

G.S. l8B-602 in any township located within:
(1) A county where

has heretofore been established by petition pursuant to law.
(2) A county where

has been established pursuant to law, in which county according to data from
the North Carolina Department of Commerce: (i) one-third or more of the

employment is travel related, (ii) spending on travel exceeds four hundred

million dollars ($400,000,000) per year, and where the entirety of two
townships consists of one island (and several smaller islands not making up

more than one percent (1%) of the total land area of the two townships) where

that island:
a. Has a population of 4,000 or over according to the most recent

decennial federal census;

b. Is located with one side facing the ocean and another side facing a

coastal sound.
(3) Repealed by Session Laws 2004-203, s. 24, effective August 17,2004.

An election may be called on any of the propositions listed in G.S. 188-602(a), (d), and (h) in
any township located within a county where the population of all cities in the county that have

previously approved the sale of any kind of alcoholic beverages comprises more than twenty
percent (20%) of the total county population as of the most recent federal census. In the case of
subdivision (2) of this section, an election may be called in the two townships voting together on

the proposition contained in G.S. l8B-602(h).
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The election shall be held by the county board of elections upon request ofthe county board
of commissioners or upon petition of twenty-five percent (25%) of the registered voters of the
township, or in the case of subdivision (2) of this section, of the two townships taken together.
The election shall be conducted and the results determined in the same manner as county
elections held under this Article. For purposes of this Article, townships holding any election
under this subsection shall be treated on the same basis as counties, and municipalities located
within those townships shall be treated on the same basis as cities. In the case of an election under
subdivision (2) of this subsection, the votes of the two townships counted together shall
determine the result of the election.

For purposes of this subsection, the name and boundary of a township is as it is shown on the
Redistricting Census 2000 TIGER Files with modifications made by the Legislative Services
Office on its computer database as of May 1, 2001.

In any township election held under this subsection, the area within any incorporated
municipality is excluded, and no permits may be issued under this subsection in any excluded
atea.

In order for an establishment to qualify for a permit under this subsection, the establishment's
gross receipts from food and nonalcoholic beverages shall be greater than its gross receipts from
alcoholic beverages.

(g)BeautificationDistrictElections.-Inacountywhere@
off-premises spirituous liquor has been approved by an election and a beautification district has
been created after May, 1984, and prior to June 30, 1990, an election authorized by subsection
(a) of this section may be called in the beautification district. The election shall be called in
accordance with G.S. 188-601(b), conducted, and the results determined in the same manner as
county elections held under this Article. For purposes of this Article, beautification districts
holding any election shall be treated on the same basis as counties, and municipalities located
within those beautification districts shall be treated on the same basis as cities.

"$ 188-602. Form of ballots.

(g) Elections. - The ballot for a*,{B€+tere
an off-premises spirituous liquor election shall state the proposition as follows:

To permit the il " sale of
[] FOR
[] AGATNST

"$ 188-603. Effect of alcoholic beverage elections on issuance of permits.

(c) lections. - If an-AB@
off-premises spirituous liquor election is held under G.S. 188-602(9) and the establishment+f

is approved, each of the following shall be
authorized in the jurisdiction that held the election:

(+) The jurisdietien that held the eleetien may establish and eperate+\Be steres
i

Gd The Commission may issue off-premises spirituous liquor permits to qualified
persons and establishments in the jurisdiction.

(d2)Ifacountyorcityholdsamixedbeverageelectionand@
spirituous liquor election at the same time and the voters do not approve the establishmentesan

he Commission may issue mixed beverages
permits in that county or city.
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@) Permits for Special ABC Areas. - The Commission may issue the permits provided

for in G.s. l88-1001(1), G.s. 18B-1001(2), G.S. 188-1001(3), G.S. 188-1001(4),

c.S. 188-1001(5), c.S. 188-1001(6), and G.S. 188-1001(10) to qualified persons and

establishments located within a Special ABC area as defined in G.S. 18B-101, provided that: (i)
if such area is a municipal corporation, the area shall conduct an election authorized by

subdivision (a)(a) of G.S. 188-600, which election may be held regardless of the number of
registered voters located within the municipal corporation; or (ii) if such area is unincorporated

but has within such area a private association or club, the board of such private association or

club shall call and conduct a special meeting at which meeting a majority of private association

members, club members, lot and home owners, votes and approves the sale of mixed beverages,

and the board certifies the results of such meeting to the Alcoholic Beverage Control

Commission. The mixed beverages purehase-kan^pertatien permit autherized by

@
(h) Permits Based on Existing Permits. - In any county which borders on the Atlantic

Ocean and where (i) the sale of malt beverage on and off premises, the sale of unfortified wine

onandoffpremises,thesaleofmixedbeverages,andthe@
off-premises sale of spirituous liquor has been allowed in at least six cities in the county, or in
any county adjacent to that county in which an4B€+'s+em-the off-premises sale of spirituous

liquor has been allowed, or (ii) the sale of malt beverage on and off premises, the sale of
unfortifiedwineonandoffpremises,thesaleofmixedbeverages,andthe@
qryrc*ompremises sate of has been allowed in at least eight cities in the county,

the Commission may issue permits to sports clubs as defined in G.S. 188-1000(8) throughout

the county.
The Commission may issue-g4y o.l the following permits:

(1) On and Off Premises Malt C€vera€eiBeve&ge.
(2) On and Off Premises Unfortified Wine',W!ne.
(3) On and Off Premises Fortified ryinqe+Wirc,
(4) Mixed@
(l) Off Premises Spirituous Liquor.

The Commission may also issue on-premises malt beverage, unfortified wine, fortified wine

and mixed beverages permits to a sports club located in a county adjacent to any county that has

approved the sale of mixed beverages pursuant to G.S. 1SB-603(dl), if the county in which the

sports club is located borders another state and has at least one city that has approved the sale of
mixed beverages. Sperts elubs helding mixedbeverages permits shall purehase their spiritueus

liquer at the nearest
The Commission may further issue on-premises malt beverage and on-premises unfortified

wine permits to a sports club located in a county bordering on another state that is adjacent to

any county in which permits were issued pursuant to this subsection prior to August I , 1 993. The

sports clubs must be located in the unincorporated areas of a county, in which the sale of malt

b"v.rug"t and unfortified wine is not permitted, and where there are six or more municipalities

in that county where the sale of malt beverages and unfortified wine is permitted.

"$ 188-604. Timing and effect of subsequent elections.

(b) Effect of Favorable County Vote on City or Township. - If a majority of voters vote

in favor of certain alcoholic beverage sales in a county election, sale of that kind of alcoholic

beverage shall be lawful throughout the county, regardless of the vote in any city or township at

that or any previous or subsequent election, and regardless of any local act making sales unlawful
in that city or township, unless the local act was ratified before the effective date of Article II,

47
48
49
50
5l
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Section 24(l)O of the Constitution of North Carolina. A county malt beverage or unfortified
wine election in favor of a particular ballot proposition which is more restrictive than the form
of sale already allowed in a city or township within that county shall not affect the legality of
those previously authorized sales in the city or township.

"$ 188-605. Local act elections.
If a jurisdiction has lawfully voted in favor of

liquor or in favor of the sale of some kind of alcoholic beverage, and the jurisdiction would not
be eligible to hold another election under the conditions set by G.S. 188-600, then that
jurisdiction may continue to hold elections as though qualified under G.S. 188-600. Except for
the authority to hold the election, however, the procedures of this Chapter shall apply to any
subsequent election.

SECTION 1.(b) Any city or county that has authorized the establishment and
operation of an ABC store in accordance with Article 6 of Chapter 18B of the General Statutes
as of the effective date of this section shall be deemedto have authorizedthe off-premises sale
of spirituous liquor forpurposes of Article 6 of Chapter 188 ofthe General Statutes, as amended
by subsection (a) of this section, unless the city or county votes against authorizing off-premises
spirituous liquor sales before July 1, 2021. A city or county that votes against off-premises
spirituous liquor sales before January 1,2022, may continue to operate ABC stores until January
r,2022.

SECTION 1.(c) This section becomes effective July 1, 2020,and applies to elections
held on or after that date.

PART II. PHASE-IN OF OFF.PREMISES SPIRITUOUS LIQUOR AND SPIRITUOUS
LIQUOR WHOLESALER PERMITS

SECTION 2. Article 9 of Chapter 188 of the General Statutes reads as rewritten:
"Article 9.

"Issuance of Permits.
"$ 188-900. Qualifications for permit.

(d) Manager of Off-Premises Establishment. - Although he_qlshg need not otherwise
meet the requirements of this section, the manager of an establishment operated by a corporation
and holding off-premises permits for malt beverages, unfortified wine, erfortified win+wlne,_al
spirituous liquor shall be at least 19 years old and shall meetthe requirements of subdivisions
(3), (4), (5) and (6) ofsubsection (a).

"S 188-90L. Issuance of permits.
(a) Who Issues. All ABC permits shall be issued by the Commission.

Purchase-transportationpermitsshallbeissued
accordance with G.S. 18B-403 or G.S. 188-403.1.

"S 188-902. Application for permit; fees.

(d) Fees. - An application for an ABC permit shall be accompanied by payment of the
following application fee:

(6) Off-premises fortified wine permit - $400.00.
rcd Off-premises spirituous liquor permit - $1.000.

(18) Wine importer permit - $300.00
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Wine wholesaler permit - $300.00.
Malt beverage importer permit - $300.00.
Malt beverage wholesaler permit - $300.00.
Spirituous liquor wholesaler permit - $1.000.

Nonresident malt beverage vendor permit - $100.00.
Nonresident wine vendor permit - $100.00.
Nonresident spirituous liquor vendor permit - $5.000.

47

SECTION 3. Article 10 of Chapter l8B of the General Statutes reads as rewritten:
"Article 10.

"Retail Activity.
"S 18B-1000. Definitions concerning establishments.

The following requirements and definitions shall apply to this Chapter:

{tu) - An esta

the establishment's total gross receipts from the sale of alcoholic beverages

for consumption off the premises.

(7) Retail business. - An
that is engaged in any retail business, regardless of whether food is sold on the

premises.

"S 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:

(2) 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 cleaned and sanitized container that is filled or refilled and

sealed for consumption off the premises and that identifies the permiffee 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.

& Package stores.
(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
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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 pu{pose 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, Intemet, 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 producers.
j. Retail businesses.
k. Sports and entertainment venues.

L Package stores.
(4) Off-Premises Unfortified Wine Permit. - An off-premises unfortified wine

permit authorizes (i) tne 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 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 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
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subdivision, transfers of wine by off-premises unfortified wine permittees,

purchases of wine by a retail permittee from another retail permittee for the

pu{pose 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 permit may also be issued to

the holder of a viticulture/enology course authorization under

G.S. 188-1114.4. 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. 188-1004(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. l8B-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.

(6) Off-Premises Fortified Wine Permit. - An off-premises fortified wine permit

authorizes the retail sale of fortified wine in the manufacturer's original
container for consumption off the premises and it authorizes the holder of the

permit to ship fortified wine in closed containers to individual purchasers

inside and outside the State. The permit may be issued for food
The Permit maY also be issued for a

winery for sale of its own fortified wine. 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 also authorizes the permittee to

transfer fortified wine, not more than four times per calendar year, to another

off-premises fortified wine permittee that is under common ownership or

control as the transferor. Except as authorized by this subdivision, transfers of
wine by off-premises fortified 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 transfened 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
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transferor and transferee, the date of the transfer, quantity, and items
transferred.

rcd OfflPremises Spirituous Liquor Permit. - An off-premises spirituous liquor
permit authorizes (i) the retail sale of spirituous liquor in the manufacturer's
original container for consumption off the premises and (ii) the holder of the
pelmit to ship spirituous liquor in closed containers to individual purchasers
inside and outside the state. The permit may be issued for any of the
following:
a. Food businesses.
b. Package stores.
c. Retail businesses.

(10) 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 188-404,

ien; 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:

"S 188-1002. Special one-time permits.
(a) Kinds of Permits. - In addition to the other permits authorized by this Chapter, the

Commission may issue permits for the following activities:

(4) A permit may be issued to a collector of wine;y4lne_gldecorative decanters
of spirituous @liquor authorizing that person to
bring into the State, transport, or possess as a collector, a greater amount of
those alcoholic beverages than is otherwise authorized by this Chapter, or to
sell those alcoholic beverages in a manner prescribed by the Commission.

"S 18B-1003. Responsibilities of permittee.

(c) Certain Employees Prohibited. - A permittee shall not knowingly employ in the sale
or distribution of alcoholic beverages any person who has been:

(1) Convicted of a felony within three years.,yg41s.
(2) Convicted of a felony more than three years previously and has not had his

citizenship
(3) Convicted of an alcoholic beverage offense within two years;-e+yg41g
(4) Convicted of a misdemeanor controlled substances offense within two years;

ofyears.
(5) A past permit holder under Chapter 18B of the General Statutes whose permit

had been revoked within the last 18 months and who had been the permit
holder at the location where the person would be employed.

Forpurposes of this subsection, "conviction" has the same meaning as in G.S. 18B-900(b).
To avoid undue hardship, the Commission may, in its discretion, exempt persons on a
case-by-case basis from this subsection.

"Q 188-1003.1. Warning signs regarding danqers of alcohol consumption durins pregnancv
required: posting.
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(4) Each off-premises spirituous liquor permittee shall display or cause to be displayed

warning signs that meet the requirements of this section on the store's premises to inform the

public of the effects of alcohol consumption during preenancy.

(b) The Commission shall develop the warning signs in accordance with subsection (c)

of this section and provide for their distribution and replacements to off-premises spirituous

liquor perinittees subject to the requirement of this section. The Commission may charge a

reasonable fee. not to exceed twenty-five dollars ($25.00). for each sign. including replacement

signs.
(g) The signs required by this section shall:

(1) Be composed of black. capital leuers printed on white paper at the minimum
weight of 110-pound index. The letters comprising the word "WARNING"
shall be highlighted black lettering and shall be larger than all other lettering

on the sign.

Q) Contain the : "WARNING: Presnancv and I do not mix.
Drinkinq alcohol during pregnancy can cause birth defects."

(3) Be at least 8.5 inches b]' 14 inches.
g) Contain a graphic depiction of the message to assist nonreaders in

ofa
universal and shall not reflect a specific race or culture.

6) Be in both Ensl sh and Snanish
(!) The Commission shall ensure that each off-premises spirituous liquor permittee

displavs the waming sign in an open and prominent place in the store within 30 days of receipt

of the sign from the Commission.

"S 188-1004. Hours for sale and consumption.
(a) Hours. - Except as otherwise provided in this section, it shall be unlawful to sell malt

beverages,unfortifiedwine,fortifiedwine,er-mixed
between the hours of 2:00 A.M. and 7:00 A.M., or to consume any of those alcoholic beverages

between the hours of 2:30 A.M. and 7:00 A.M., in any place that has been issued a permit under

G.S. 188-1001.

(d) Local Option. - A city may adopt an ordinance prohibiting in the city the retail sale

of malt beverages, unfortified wine, an*fortified wine-wine. and spirituous uring any or

all of the hours from 12:00 Noon on Sunday until 7:00 A.M. on the following Monday. A county

may adopt an ordinance prohibiting, in the parts of the county outside any city, the retail sale of
malt beverages, unfortified wine, an&fortified wifte-wine" and spirituo during any or all

of the hours from 12:00 Noon on Sunday until 7:00 A.M. on the following Monday. Neither a

city nor a county, however, may prohibit those sales in establishments having brown-bagging or

mixed beverages permits.
(e) This section does not prohibit at any time the wholesale delivery and sale of

unfortifiedwine,fortifiedwine,an*maltoretailers
issued permits pursuant to G.S. l88-1001 or G.S. 188-1002(a)(2) or (5).

"$ 188-1006. Miscellaneous provisions on permits.

(h) Purchase Restrictions. - A retail permittee may purchase malt beverages, unfortified
wine, e+fortified v*ine-wine" or spirituous only from a wholesaler who maintains a place

of business in this State and has the proper permit.

(j) Recreation Districts. - Notwithstanding the provisions of Article 6 of this Chapter,

the Commission may issue permits for the sale of malt beverages, unfortified wine, fortified wine,

spirituous liquor" and mixed beverages to qualified businesses in a recreation district.
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A "recreation district" is an area that meets any of the following requirements:
(1) An area that is located in a county that has not approved the issuance of

permits,hasatleasttwocitiesthathaveapprovedthesaleofmalt@
beverages and wine, an*the
spirituous liquor is lawful. and contains a facility of at least 450 acres where
five or more public auto racing events are held each year.

(m) Interstate Interchange Economic Development Zones. -(1) The Commission may issue permits listed in G.S. 18B-1001(10), without
approval at an election, to qualified establishments defined in
G.S. 188-1000(4), (6), and (8) located within one mile of an interstate
highway interchange located in a county that:

b.

lawful:

(n) National Historic Landmark District. - The Commission may issue permits listed in
G.S. 188-1001(10), without approval at an election, to qualified establishments defined in
G.S. 188- 1000(4) and (6) located within a National Historical Landmark as defined in 16 U.S.C.
$ a70a(a)(1)(B) located in a county that meets all of the following requirements:

(1) Has approved the sale of malt beverages and unfortified wine but not mixed
beverages.

(2) Has at least one city
which the off-premises sale of spirituous liquor is lawful and (ii) has approved
the sale of mixed beverages.

(3) Has at least 150,000 population based on the last federal census.

"Ll88-1010. Additional provisions concernins off-premises spirituous liquor permits.
(g) Except as provided in subsection (b) of this section. no package store mali be located

within 500 yards of another package store.

&) A business that holds an off-premises malt beverage permit or an off-premises
unfortified wine permit on July 1. 2020. and that that derives fifty percent (50%o) or more of its
total gross receipts from the sale of alcoholic beverages for consumption off the premises. shall
be eli ln to
@kag@re.."

SECTION 4. Article 11 of Chapter 18B of the General Statutes reads as rewritten
"Article 1 l.

"Commercial Activity.
"$ 18B-1100. Commercial permits.

The Commission may issue the following commercial permits:

(10) Malt beverages wholesaler
(10a) Spirituous liquorwholesaler

(15) Nonresident wine vendor
(l5a) Nonresident spirituous liquor vendor

"$ 188-1105. Authorization of distillery permit.
(a) The holder of a distillery permit may do any of the following:

(1) Manufacture, purchase, import, possess and transport ingredients and
equipment used in the distillation of spirituous liquor.
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(2)

(3)

Sell, deliver and ship spirituous liquor in closed containers a+r#elesale-te

inrisdietiensr &t rvh
o wholesalers licensed under this

Chapter as authorized bv the ABC laws. except that spirituous liquor mav be

sold to exporters and nonresident wholesalers only when the purchase is not
for resale in this State. However. nothing in this subdivision shall prohibit the

holder of a distillery permit from selling spirituous liquor to a nonresident

wholesaler. nonresident spirituous liquor vendor" bottler. or other similar party

for resale in this State if the spirituous liquor is shipped from the distillery to
wholesalers licensed under this Chapter.

Transport into or out of the distillery the maximum amount of liquor allowed

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
subdivisionareallowedonlyinacountywherethe@
er mwrieipal AB€ stere off-premises sale of spirituous liquor has been

approved @and are subject to the time and day

restrictions in G.S. 188-802. Spirituous liquor sold under this subdivision
sl4ll
set by the eemmissien for the eede item ptrsuent te G,s, l8B 804(b); and

(iiilhave affixed to its bottle a sticker 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 five 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 months from the date of purchase. The Commission shall adopt

rules regulating the retail sale of spirituous liquor under this subdivision.

(4)

$d Receive, in closed containers. and sell at the distillerv. sp tuous liouor

name. and remitting the appropriate taxes. The contract spirituous liquor mav

be sold also at affiliated retail outlets of the distillery physically located on or
adiacent to the di llerv. Anv soirituous liquor from a contract

distillerlz to wholesalers for distribution to retailers" without discrimination. in
fha oqmp m AS if +ho onirifrrnrr l:^"^- "'oo l^oi-- L., +L-

distillery. Contract distilling is authorized between affiliated distilleries. but
shall not be used as a means to oroduction s between

affiliated distilleries to obtain a spirituous liquor wholesaler permit pursuant

to subdivision (6) of this subsection where either lerv 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. l88-1116(b).

61 Obtain a spirituous liquor wholesaler permit to sell" deliver. and ship at

wholesale up to 50.000 proof gallons of spirituous liquor manufactured by the
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distillerv ner vear unaffiliated retail nermittees, The of this
subdivision annlies to a distillerv that sells- to consumers at the distillerv. to
wholesalers. to retailers. and to exporters. fewer than 100.000 proof gallons
of spirituous liquor produced by it per year. The proof gallon limitations set
forth in this subdivision apply regardless of the number or t pe of permits that
may be issued to a distillery under this Chapter. A distillery not exceeding the
sales quantity limitations in this subdivision mav also sell the spirituous liquor
manufactured by the distillery. and spirituous liquor produced under
subdivision (4a) of this subsection. at not more than three other locations in
the State. where the sale is legal. upon obtaining the appropriate permits under
G.S. 188-1001. A distillerv ooeratins anv additional I location oursuant
to this subdivision under a different trade name than that used at the distillery
shall also offer for sale at that location a reasonable selection of competitive
spirituous liquor products. A sale at any additional retail location under this
subdivision shall not be considered a wholesale sale for the purposes of Article
14 of Chapter.

Sales Reoort Unon Commission Request. - Within 60 davs of a request bv theG)
Commissi on- a holder a distillerv nermit who ohtains a snirituous wholesaler nermit

bsection a

28

nrecedins fhe date of fhe reorresf'

(]) The number of proof gallons of spirituous liquor sold by the permit holder that
were produced b)'the permit holder.

(A The quantity and dollar amount of spirituous liquor sold on-premises under
subdivision (6) of subsection (a) of this section.

(3) The quantity and dollar amount of spirituous liquor sold off-premises under
subdivision (O of subsection (a) of this section.

g) The or
otherwise rendered unsalable.

The Commission shall not request more than one sales report from a distiller)' within a
2-month shall

subsection confidential except as required by law or requested by the Department of Revenue.
The information shall not be a public record under Chapter 132 of the General Statutes.
"$ 188-1105.1. Authorization of liquor importer/bottler permit.

The holder of a liquor importer/bottler permit may:
(1) *eeeivelnqpe{_spirituousliquor

ips
ingr€r

+aUing.from outsiOe tne Unl
(2) Bottle, package, or label in this State spirituous liquor imported er+eeeiyed

@ursuant to this section.
€)

natiens:

@

29
30
31

32
JJ

34
35

36
JI
38
39
40
41

42
43

44
45
46
47
48
49
50
51

Page 14 House BillgTl H971-CSTQf-19 [v.l l]



General Assembly Of North Carolina Session 2019

if the transpertatien is related te the bettling; paekaging; labeling; sale; er

@ien'
(J) Store the spirituous liquor.
(Q Sell the spirituous liquor to spirituous liquor wholesalers for purposes of

resale.

tt

(4) Authorization. - The holder of a soirituous liouor wholesaler mav do anv or

1
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all of the following:
0) Receive" possess. and transport shipments of spirituous liquor.

Q Sell. deliver. and ship. in closed containers and in quantities of one case or
container or more. spirituous liquor of any brand filed pursuant to
G.S. 188-1403(a) to wholesalers or retailers licensed under this Chapter. as

authorized by the ABC laws.
(f) Furnish and sell spirituous liquor filed pursuant to G.S. 18B-1403(a) to its

emolovees subiect to the rules of Commission and the Denartment of
Revenue.

(4) In locations where the sale is legal. furnish spirituous liquor of any brand filed
pursuant to G.S. 18B-1403(a) to guests and any other person who does not
hold an ABC permit. for promotional purposes" subject to the rules of the
Commission.

"$ 18B-1111. Authorization of salesman permit.
(a) Authorized Acts. - The holder of a salesman permit may sell and transport filmalt

beverages for a malt beverage v#ol.,eseleF€f-who and transport unfortified and

fortified wine for a wine
spirituous wholesaler

tt

The holder of a nonresident spirituous liquor vendor permit may sell" deliver. and ship

spirituous liquor in this State only to wholesalers" importers. and bottlers licensed under this
Chapter. as authorized bv the ABC laws. The soirituous liquor shall to rest at the licensed

Eemises of a spirituous liquor wholesaler in this State before being resold to a retailer. A
nonresident soirituous liquor vendor permit mav be issued to a distillerv. an imoorter. or a bottler
outside North Carolina who desires to sell. deliver" and ship spirituous liquor into this State.

"$ 188-1115. Commercial transportation.

(b) When Transportation Legal. - No person may obtain a permit under this section to
transport spirituous liquor unless the transportation is for delivery to a federal reservation over
which North Carolina has ceded jurisdiction to the United States, for delivery to an-ABG-sterq
a spirituous liquor wholesaler" for deliver)' to an off-premises spirituous liquor permit holder" for
delivery to a mixed beverages permit holder. or for transport through this State to another state.

(e) Transportation of Spirituous Liquor. - In addition to the requirements of subsection
(d), motor vehicle carriers engaged in transporting spirituous liquor shall:

(l) Deposit with the Commission a surety bond for one thousand dollars ($1,000)

conditioned that the carrier will not unlawfully transport spirituous liquor into
or through this State. The bond, which shall be approved by the Commission,
shall be payable to the State of North Carolina. If the bonded carrier is

convicted of a violation covered by the bond, the proceeds of the forfeited

H97I-CSTQf-19 [v.11] House Bill 971 Page 15
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bond shall be paid to the school fund of the county in which the liquor was
seized.

@

(3) Include in its bill of lading, invoice or other memorandum of shipment the
route which the vehicle will follow, and the vehicle shall not vary substantially
from that stated route.

(0 Malt Transported by
Boats. - The owner or operator of any boat may transport malt beverages, unfortified wine-and
wine. fortified +t'+ne-wine. and spirituous over the waters of this State if he-Ibe_gwag1
satisfies all requirements of subsection (d).

@
ines

that the requirements ef this seetien are etherrvise satisfied,

"$ 188-1118. Purchase restrictions.
The holder of a malt beverage wholesaler, wine wholesaler, spirituous liquor wholesaler. malt

beverage importer, wine importer, liquor importer/boffler. or bottler permit may not purchase
malt lqqor for resale in this State from a
nonresident who does not have the proper nonresident vendor permit.

SECTION 5. Chapter 188 of the General Statutes is amended by adding a new
Article to read:

"Article 14.

"Spirituous Liquor Franchise Law.
"LlEB:l2[00. Constructiont findinss and purpose; exceptions.

(a) This Article shall liberallv construed and anolied to oromote its underlvins
purposes and policies.

(!) 'Tho tt^lotl.ti-- ^rr*^ooo and nf +he Arti^le ora oll nf tho f^11

(!) To promote the compelling interest of the public in fair business relations
between spirituous liquor wholesalers and distilleries and in the continuation
of spirituous liquor whqlesalerships on a fair basis.

(A To nrotect liquor wholesalers asainst unfair treatment bv
distilleries

(f) To provide spirituous liquor wholesalers with rights and remedies in addition
to those existing by contract or common law.

(4) To govern all spirituous liquor wholesalerships. includins anv renewals or
amendments. to the full extent consistent with the Constitution of this State
and the United States.

(g) The effect of this Article may not be waived or varied b)' contract or agreement. Any
contract or agreement purporting to do so is void and unenforceable to the extent of that waiver
or variance.

(d) A North Carolina distillery holding a valid spirituous liquor wholesaler permit issued
pursuanttoG.S. 18B-1105andG.S. 18B-ll09.l.whenactingasitsownmasterwholesaler.shall

be ."L:^^+ +n +L- ^*^,,:.;^-. ^f /1 a 1 QEr_14n1 1 QEI_1/n< and 18B-1 An'7

"-Q 18B-1401. Definitions.
As used in this Article. unless the context requires otherwise:

Asreement. - A commercial relationship between a spirituous liquor
wholesaler and a distiller)'. The aereement may be of a definite or indefinite
duration and is not required to be in writing. An), of the following constitutes
prima facie evidence of an "agreement" within the meaning of this definition:

Page 16
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A relationship wherebv the spirituous liquor wholesaler is granted the

right to offer and sell a brand offered by a distillery.
A relationship whereby the spirituous liquor wholesaler. as an

independent business. constitutes a component of a distillery's
distribution system.
A relationship whereby the spirituous liquor wholesaler's business is

substantially associated with a brand offered by a distillery.
A relationship whereby the spirituous liquor wholesaler's business is

substantiallv on a distillerv for the sunnlv of
spirituous liquor.
The shipment" preoaration for shipment. or acceptance of any order by
any distillery or its agent for any spirituous liquor or beverages to a
snirituous liouor wholesaler within this State.-
The payment by a spirituous liquor wholesaler and the acceptance of
payment by any distillery or its agent for the shipment of an)'order of

for sale within this State.

Q Distillerly. - Anlr holder of a distillery permit or nonresident spirituous liquor
vendor permit issued under the authority of this Chapter.

(3) Spirituous liquor wholesaler. - An), holder of a spirituous liquor wholesaler
permit or a liquor importer/bottler permit issued under the authority of this

Chapter.
(!) Territorly or sales territorlu. - The area ofprimar)' sales responsibility expressly

or implicitlls designated b),' anv agreement between any spirituous liquor
wholesaler and distiller), for a brand offered by any distillery.

"8 188-1402. No inducement, coercion. or discrimination.
No distillery ma), do any of the following:

C) Induce. coerce. or attempt to induce or coerce any spirituous liquor wholesaler
to accept deliver)' of any alcoholic beverage or any other commodity which
has not been ordered by the spirituous liquor wholesaler.

Q Induce. coerce. or attempt to induce or coerce any spirituous liquor wholesaler
to do an.'r illegal act by any means. including threatening to amend. cancel"

terminate" or refuse to renew any agreement existing between a distillery and

a spirituous liquor wholesaler.
(3) Require a spirituous liquor wholesaler to assent to any condition" stipulation.

or provision limiting the wholesaler in his or her privilege to sell a product

offered b)' any other distillery.
g) Unlawfullv discriminate on the basis of race. color. creed. sex. religion. or

national origin in awarding or maintaining agreements covered by this Article.
Distilleries who contract with wholesalers in this State shall make reasonable

efforts to establish and maintain asreements with wholesalers who are females

and members of minority groups.

"S 188-1403. Primarv area of responsibilitv: no discrimination.
(4) Each agreement shall designate the sales territory of the wholesaler. No distillery may

enter into more than one agreement for each brand of spirituous liquor or beverage it offers in
any tenitor)'. A wholesaler shall not distribute an)' brand of spirituous liquor to a retailer whose

located ln that

ith the w

the
and spirituous wholesaler amee se in writins. the territorv as the

wholesaler's "area of primary sales responsibilit)'" as of the effective date of this section shall be

H971-CSTQf-19 [v.11] House Bill 971 Page 17
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the wholesaler's designated sales territorv. Redesignations of sales territories occurring after
January 1. 2021. shall be reported to the Commission within 30 days.

&) A wholesaler shall service retail permit holders within its designated territor)' without
discrimination. Upon request from a retail permit holder" each wholesaler shall make a good-faith
effort to make available any brand of spirituous liquor the wholesaler is authorized to distribute
in the

"L188:1 u104. Cancellation.
N the terms. nrovisions. or of anv asreement. distillery mav

wholesaler
resign from an agreement. unless qood cause exists for amendment. termination. cancellation.
nonrenewal. noncontinuation. or resienation. "Good cause" does not include a change in
ownership of a distiller)'. "Good cause" does include any of the following:

(l) Revocation of the wholesaler's permit or license to do business in this State.
(A Bankruptc), or receivership of the wholesaler.
€) Assignment for the benefit of creditors or similar disposition of the assets of

the wholesaler.
(4) Failure of the wholesaler to comply substantialllu. without reasonable excuse

or justification" with any reasonable and material requirement imposed upon
him or her bv distillerv. includins a substantial failure bv a wine

lesaler to do
a. Maintain a sales volume of the brands offered by the distillery.
b. Render services comparable in quality. quantit)r. or volume to the sales

volumes maintained and services rendered by other wholesalers of the
same brands within the State.

(5) Fraudulent conduct by the wholesaler in its dealings with the distillerls.
(Q Failure of the wholesaler to pay for the distillery's products according to the

established terms of the distillery.
In any determination as to whether a wholesaler has failed to compllr substantialllr. without

reasonable excuse or justification. with any reasonable and material requirement imposed upon
venbethe

number
and to reasonable

the
nonrenewal. noncontinuation. or resignation is on the distillery.
"LL8B-1405. Notice of intent to terminate.

G) AS this
wholesaler at least 90 days' prior written notice of any intention to amend. terminate" cancel. or
not renew anv The notice. a conv which shall be mailed at the same time to the
Commission" shall state all the reasons for the intended amendment. termination. cancellation. or
nonrenewal.

&) When the reasons relate to conditions that can be rectified by the wholesaler" he or
she has 60 days in which to do so. If the wholesaler rectifies the conditions within the 60-dalr
period. he or she shall give written notice thereof to the distillery and to the Commission. If the
wholesaler has rectified the conditions" the proposed amendment. termination. cancellation. or
nonrenewal is void- that when the distillerv contends fhaf the wholesaler has not

the the
60-day period. request a hearing before the Commission to determine if the wholesaler has
rectified all the conditions.

(g) When the reasons relate to conditions that cannot be rectified by the wholesaler within
the 60-day period" the wholesaler may request a hearing before the Commission to dbtermine if

or

Page 18
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nonrenewal is on the distillery.

G) Upon receivins a written request from the distillerv or wholesaler for a hearins. the

Commission l. after notice and hearins- defermine if the wholesaler h ts rectified the

conditions or if good cause exists for the amendment. termination. cancellation. or nonrenewal

of the asreement. as . In anv case in which a petition is to the Commission for
such a determination. the asreement in ouestion shall continue in effebt. oendins the

Commission's decision and any iudicial review thereof.
(e) In all proceedinp before the Commission" the Commission shall ensure that no

agreements covered bly this Article result in unlawful discrimination on the basis of race. color.

creed. sex. religion. or national origin.
(fl No notice is required and an agreement may be immediately terminated. amended.

for the

nonrenewal is anv of the following:
The bankruptcy or receivership of the wholesaler.
An assignment for the benefit of creditors or similar disposition of the assets

of the business.
Revocation of the wholesaler's permit or license.

Fraudulent conduct b), the wholesaler in its dealings with the distiller)'.
wholesaler to

established terms of the distillerv.
tt

(4) ablv withhold or delav consent anv transfer of the

wholesaler's business or transfer of the stock or other interest in the wholesaleship whenever the

wholesaler to be substituted meets the material and reasonable qualifications and standards

required of the distillery's wholesalers.
(b) Notwithstandine subsection (a) of this section. no distillery may withhold consent to"

or in any manner retain a right of prior approval of" the transfer of the wholesaler's business to a

member or members of the family of the wholesaler. Subsequent to such a transfer. the rights and

ate

rlacnanrlonfc in ^l,,,{:- ^ those l^.' orlnnfinn nf ,,,t^^t ^-^ I ^-
tt

(4) If a distillerv anv nrovision of this Article. a whol mav maintain a suit

aeainst the distillery. The court mal/ grant injunctive and other appropriate relief. including

damases to compensate the wholesaler for the value of the agreement and any good will. to
remedy violations of this Article.

(b) Any distillery that amends. cancels" terminates" or refuses to renew any distillery
agreement" or causes a wholesaler to resign from an agreement. shall compensate the spirituous

lesaler'

of compensation shall include the F.O.B. costs of the spirituous liquor inventory and any freight

charges incurred by the spirituous liquor wholesaler in receiving them.
(s) the

the following actions against the distillery:
(]) Suspend the distillery's permit for a specific period of time no longer than

three years.

Q Revoke the distillery's permit.
(3) Issue an order suspending the shipment of the distillery's products to one or

more desiqnated sales territories previously served by the wholesaler who has

been terminated or who is the successor in interest to a wholesaler who sold

the distillery's products in the designated territory.

(])
(A

G)
g)
6)

No distillerv mav

The
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g) Impose a monetary penalty up to fifteen thousand dollars ($15.000) for a first
nffo-oo o-r{ rr^ to +hi*.' fi.,^ +L^,,.^-,1 .lnllorc rr{?{ OOO\ fn.fLo oo^^-'l offense
The clear proceeds of monetary penalties imposed pursuant to this subdivision
shall be remitted to the Civil Penalty and Forfeiture Fund in accordance with
G.S. 11sc-4s7.2.

In any case in which the Commission is entitled to suspend or revoke a permit. the
Commission may accept from the distillery an offer in compromise to pa), a monetar)' penaltL
The Commission may either accept a compromise or revoke a permit. but not both. The
Commission may accept a compromise and suspend the permit in the same case.

Gl) Notwithstanding the choice of forum agreed to b), the parties. venue for all actions
under this Article shall be determined by the trial judge based upon the convenience of witnesses
and the promotion of the ends ofjustice.
"[188-1u10{1, Price of product.

No distillery. whether by means of a term or condition of an agreement or otherwise" ma)'
directly or indirectly fix or maintain the prices at which the wholesaler ma), sell anl/ spirituous
liquor or beverage.

"L188-1409. Retaliatory action prohibited.
No distillerv mav take retaliatorv action st a wholesaler who files or manifests an

intention to file a allesins that the distillerv violated a or federal law or rule.
Retaliatory action includes refusal without good cause to continue the agreement or a material
reduction in the quality of service or quantity of products available to the wholesaler under the
agreement.

"LIILB-1410. Management.
No distillery may require or prohibit an), change in management or personnel of an),

wholesaler unless the current or potential management or personnel fails to meet reasonable
qualifications and standards required bv the distillerv.
"LIILB-I41 1. No discrimination.

No distillery may discriminate amone its wholesalers in any business dealines. including the
price of spirituous liquor sold to the wholesaler" unless the classification among its wholesalers
is based upon reasonable grounds.
"L18B-1412. No waiver.

No distillerv mav anv wholesaler to waive comoliance anv provision of this
Chapter. Nothing in this Chapter. however. may be construed to limit or prohibit good-faith
settlements of disputes voluntarily entered into between the parties.
"-Q 188-1413. Oblieations of purchaser.

The purchaser of a distillery" and any successor to the import rights of a distillery. is obligated
to all the terms and of an asreement in effect on the date the purchase or other
acquisition of the right to distribute a brand. except for good cause" which includes any of the
following:

Revocation of the wholesaler's permit or license to do business in this State.
Bankruptcy or insolvency of the wholesaler.

the the assets
the wholesaler.

g) Failure by the wholesaler to comply substantially. without reasonable excuse
or justification. with any reasonable and material requirement imposed upon
the wholesaler b)' the distillery.

As used in this Article. "purchase" includes the sale of stock. sale of assets. merger. lease.
transfer. or consolidation.
"L188:1 ull4. Prohibited practices en u merated.

It is a violation of this Article for any distillery. directlli or indirectly. to engage in any of the
following practices:

c)
(A
G)

Page20 House Bill 971 H97l-CSTQf-19 [v.11]
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0) of sor
securities of an)' wholesaler or in any way prevent or attempt to prevent the

transfer. sale" or issuance of shares of stock or indebtedness to employees.

personnel of the wholesaler. or heirs of the principal owner. as long as basic

financial requirements of the distillery are complied with and the sale. transfer"

or issuance does not have the effect of accomplishine a sale of the wholesaler.

Q To impose unreasonable standards of performance upon a wholesaler.

(3) To prohibit directl)' or indirectl]' the right of free association amone

wholesalers for an), lawful purpose.

"E l88-1415. Intent of nondiscrimination.
It is the intent of this Article that there shall be no unlawful discrimination based on race.

agreements covered by this Article.
"E 188-1416. Relation of Article to other laws.

reli

I
2
J

4
5

6

7

8

9

10

11

T2

13

14

15

t6
t7
18

I9
20
2I
22
23
24
25
26
27
28
29
30
31

32
JJ

34
35

36
37
38
39
40
4t
42

44
45
46

43

47

N
imoosed bv anv other nrovision of this Chaoter or hv G.S.75-1.1or bv anv nrovision of
State law. and the remedies provided in this Article are nonexclusive."

SECTION 6.(a) On January I,2022,the ABC Commission shall cease the operation

of the State warehouse authorized under G.S. l88-204.
SECTION 6.(b) On or after July 1, 2\2l,butno later than January 1,2022, the local

ABC boards shall cease operations and liquidate all assets by public sale to the highest qualified

bidder or bidders. After ceasing operations, the local ABC boards shall only sell the spirituous

liquorwithintheirpossessiontoaspirituousliquorwholesalerpermittedunderG.S. l8B-1109'1,
as enacted by Part II of this act. Nothing in this subsection shall be construed as relieving local

ABC boards of, or assigning to the State, any liabilities arising or remaining from the liquidation

required under this subsection. Any funds received under this subsection shall be paid to the

general fund of the county or municipality for which the local ABC board is established to be

used for any public purpose.
SECTION 7. Sections 2 through 5 of this act become effective January I,202I.The

Commission may issue spirituous liquor wholesaler and off-premises spirituous liquor permits

beginning January I,2021, but shall limit the permits such that a spirituous liquor wholesaler

may not sell spirituous liquor to any retailer until March 1,2021and an off-premises spirituous

liquor permittee may not sell spirituous liquor until July I,2021. Sections 6 andT of this act are

effective when they become law.

PART III. REVISIONS TO CHAPTER 188 OF THE GENERAL STATUTES BEFORE
PHASE-OUT OF ABC STORES

SECTION 8. Article 1 of Chapter l8B of the General Statutes reads as rewritten:

"Article 1.

"General Provisions.

"$ 188-1.01. Definitions.
As used in this Chapter, unless the context requires otherwise:

(13a) (See note) "Special ABC area" means an area that meets the following
requirements:
Either:
a. The area has fewer than 500 permanent residents, and the area:

1. Is located in a county that borders another state, that has at least

one city
which the off-premises sale of spirituous liquor is lawful. and

48
49
50
51

H971-CSTQf-19 [v.11] House Bill971 Page2l



General Assembly Of North Carolina Session 2019

1

2

J

4
5

6

7

8

9

10

11

t2
l3
t4
15

I6
I7
18

t9
20
2l
22
23
24
25

26
27
28
29
30
3l
32
JJ'

34
35

36
37
38
39
40
4I
42
43
44
45
46

b.

in which the sale of unfortified wine and malt beverages is
permitted countywide or in one city; and

The area has more than 500 permanent residents, and the area:
1. Is located in a county:

I. Where
the off-premises sale of spirituous liquor is lawful. but
in which the sale of mixed beverages has not been
approved;

m. Borders on acountywhereM
been established by petitien pursuant te larv; the
off-premises sale of spirituous liquor is lawful; and

The area is an area of a county where the following requirements are
met:

c.

47

2. e off-premises sale of
spirituous liquor is lawful in the county and the sale of mixed
beverages is allowed in six or more municipalities;

"S 188-112. Tribal alcoholic beverage control.

(b1) In accordance with G.S. 18B-1004(c), the Eastern Band of Cherokee Indians tribe
may adopt an ordinance allowing for the sale of malt beverages, unfortified wine, fortified wine,
and-mixed eginning at 10:00 A.M. on Sunday
pursuant to the licensed premises' permit issued under the authority of G.S. 18B-1 lz(d).

(d) Establishment of a Tribal Commission. - In accordance with the provisions of 18
U.S.C. $ 1 161, the Eastern Band of Cherokee Indians is authorized to establish a tribal alcoholic
beverage control commission to regulate the purchase, possession, consumption, sale, and
delivery of alcoholic beverages on any land designated as Indian Country pursuant to 18 U.S.C.
$ 1151 under the jurisdiction of the Eastem Band of Cherokee Indians. The tribal commission
shall have exclusive authority to issue ABC permits to retail and commercial establishments
located wholly on Indian Country lands under the jurisdiction of the Eastern Band of Cherokee
Indians and to regulate the purchase, possession, consumption, sale, and delivery of alcoholic
beverages at permitted outlets and premises. Permits issued by the tribal commission pursuant to
this section shall be deemed issued by the State for the purposes of sales and delivery of bee+and
wine-beer. wine. and spir y wholesalers to the retail outlets located on Indian
Country lands. The fees generated by the tribal alcoholic beverage control commission for the
issuance of retail permits may be retained by the Eastern Band of Cherokee Indians to offset costs
of operating the tribal alcoholic beverage control commission.

SECTION 9. Article 2 of Chapter l88 of the General Statutes reads as rewritten:
"Article 2.

"State Administration.

"S 188-203. Powers and duties of the Commission.
(a) Powers. - The Commission shall have authority to:

(1) Administer the ABC laws;

48
49
50
5l
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(2) Provide for enforcement of the ABC laws, in conjunction with the ALE
Branch;

(3) Set the prices of alcoholic beverages sold in local ABC stores as provided in
Article 8;

(4) Require reports and audits from local boards as provided in G.S. 188-205;
(5) Determine what brands of alcoholic beverages may be sold in this S+at€t$Iate

at ABC stores:
(6) Contract for State ABC warehousing, as provided in G.S. 18B-204;
(7) Dispose of damaged alcoholic beverages, as provided in G.S. l8B-806;
(8) Remove for cause any member or employee of a local board;
(9) Supervise or disapprove purchasing by any local board and inspect all records

ofpurchases by local boards;
(10) Approve or disapprove rules adopted by any local board;
(l l) r\ppreve er disappreve the epening and leeatien ef ABe steres; as previded

in-q,*ie+e-&
(12) Issue ABC permits, and impose sanctions against permittees;
(13) Provide for the testing of alcoholic beverages, as provided in G.S. 18B-206;
(14) Fix the amount of bailment charges and bailment surcharges to be assessed on

liquor shipped from a Commission warehouse;
(15) Collect bailment charges and bailment surcharges from local boards;

+4)

te the Eastem Band ef eherekee Indians fer resale en Indian eeuntry lands

rvithin this State under the jurisdietien ef the Eastem Band ef €herekee
Indian*

(18) Provide for the distribution and posting of warning signs to local ABC boards

and spirituous liquor permittees regarding the dangers of alcohol consumption
during pregnancy as required under G.S. l88-808;

(19) Recognize the holder of a wine importer permit or nonresident wine vendor
permit as a primary American source of supply for the wine of a winery. To
be considered a primary American source of supply, a wine importer must
establish that it has lawfully purchased the wine from the winery, or from an

agent of the winery, and by written contract or otherwise has been authorized
by.the winery to distribute the wine to wholesalers in the United States.

(20) Promulgate rules to establish performance standards for local boards.

Performance standards established pursuant to this subdivision shall include,

but not be limited to, standards that address enforcement of ABC laws, store

appearance, operating efficiency, solvency, and customer service.
(21) Promulgate rules to establish mandatory training requirements for local board

members, finance officers, and general managers. If personal attendance is

required, the Commission shall not require more than four hours of training
and shall provide up to two hours of training at convenient locations around
the State in conjunction with ethics training.

(22) Provide for the purchase of spirituous liquor from another ABC board by
mixed beverage permittees when an ABC system becomes insolvent, closeso

or is closed by the Commission and the county or municipality in which the

system is located has approved the sale of mixed beverages.
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"$ 188-208. ABC Commission bonds and funds.
@

ta*atien er te malte any apprepriatien fer their payment, Revenue bends issued pursuefit te this
subseetien shall be -epaid frem the baiknent sureharge as previded in subseetien (b). These bends

(b) Special Fund. - A special fund in the office of the State Treasurer, the ABC
Commission Fund, is created.
eelleetien elbailment eharges and bailment sureharges shall b+depesited in the rtBG
eenrmissien Fund for the ptrrpese ef earrying eut the previsiens ef this ehapter-The ABC
Commission Fund shall be subject to the provisions of the State Budget Act except that no
unexpendedsurplusofthisfundshallreverttotheGeneralFund.M
level ef the bailment sureharges *f an arneunt ealeulated te eever eperathg expenses ef the

effiees, Upen payment-ef the bends issued pursuant te this seetien; the €emmissien shall reduee

eemrni'sien as autherized by the General r\ssemblJr
All moneys credited to the ABC Commission Fund shall be used to cany out the intent and

purposes of the ABC law in accordance with plans approved by the North Carolina ABC
Commission and the Director of the Budget. The moneys in the Fund shall be expended only

::3t "" 
appropriation by an act of the General Assembly.

SECTION 10. Article 3 of Chapter 18B of the General Statutes reads as rewritten:
"Article 3.

"Sale, Possession, and Consumption.

"S 188-301. 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
anyherepossessionisaneceSsaryincidenttolawfulsale.
Consumption at such a place shall be unlawful unless the establishment has a permit authorizing
consumption on the premises as well as sale.

(f) Unlawful Possession or Use. - As illustration, but not limitation, of the general
prohibition stated in G.S. 188-102(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 person at any of the following places:
a. On the premises of an ABC store.
b. Upon any property used or occupied by a local board.
c. On any public road, street, highway, or sidewalk, unless a consumer

tasting authorized by G.S. 188-1114.7 is being conducted.
d. On fhe nrernice.c nf q fnnrl hrrcinecs retail bus inecc nr nqclrqoe cfnrc

holding an off-premises spirituous liquor permit pursuant to
G.S. l8B-1001.

il

SECTION 11. Article 4 of Chapter l88 of the General Statutes reads as rewritten:
"Article 4.

"Transportation.
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"$ 188-403. Purchase-transportation permit.

(b) Issuance of Permit. - A purchase-transportation permit may be issued by:
(1) The local board chairman;
(2) A member of the local board;
(3) The general manager or supervisor of the local board;+r
(4) The manager or assistant manager of an ABC store, if he is authorized to issue

permits by the local board @
(5) The holder of a oermit issued pursuant to G.S. 18B-1001 that al lows the sale

of the applicable alcoholic beverage. or an employee designated blr the

permittee.

"S 188-404. Additional provisions for purchase and transportation by mixed beverage

permittees.

(b) Issuance. - If mixed beverages sales have been approved for an establishment under

G.S. 18B-603(d1) or under G.S. 188-603(e), or for an establishment located in a township in
which mixed beverages have been approved the purchase-transportation permit for that

establishment may be issued by the local board of any city located in the same county as the

es+ablishmen+establishment or an off-premises spirituous liquor permittee in accordance with
G.S.18B-403.providedthecityhasapprovedthesaleofmixedbeverages.M
establishment may ebtain a mixed beverages purehase transpertatien permit enly frem the leeal

beard fer the jurisdietie+in rvhieh it is leeated, If there is ne r\Be stere within the establishment's

(e) I'esignated Stere, r\ l

"$ 188-405. Transportation by permittee.
The holder of a permit for the retail sale of malt beverages, unfortified wine, erfortified wite

wine. or spirituous liquor may transport in the course of his-thq hoklgflbusiness any amount of
the alcoholic beverage hethe_hgldgl-is authorized to sell, without a purchase-transportation

:.:l"n 
or a commercial transportation permit under G.S. 188-1115.

SECTION 12. Article 5 of Chapter 188 of the General Statutes reads as rewritten:

"Article 5.

"Law Enforcement.

"S 188-503. Disposition of seized alcoholic beverages.

(e) Sale Procedure. - The sale of unfortified wine-onvine-fortified wine--wll9,-aed
spirituous liquor shall be by public auction unless those wines or spirituous liquor would likely
become spoiled or lose value in the time required to arrange a public auction. If spoilage or loss

of value is likely, the judge ordering the sale or the Commission may authorize sale at the

prevailing wholesale price, as determined by the Commission, to one or more persons holding

the appropriate retail wine or spirituous liquor permits in the county in which the wine or

soirituous liouor was seized, or in a neighboring county if there are no such persons in the county

in which the wine or spirituous liquor was seized

fer ttret eity er eeunty;
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{n€reh€usg

SECTION 13. Article 9 of Chapter 188 of the General Statutes, as amended by
Section 2 of this act, reads as rewritten:

"Article 9.

"Issuance of Permits.
"$ 188-900. Qualifications for permit.

(d) Manager of Off-Premises Establishment. - Although he need not otherwise meet the
requirements of this sectiono the manager of an establishment operated by a corporation and
holding off-premises permits for malt beverages, unfortified wine, e+fortified r+ine-.winrur
spirituous liquor shall be at least 19 years old and shall meet the requirements of subdivisions
(3), (4), (5) and (6) ofsubsection (a).

"$ 188-901. Issuance of permits.
(a) Who Issues. All ABC permits shall be issued by the Commission.

Purchase-transportationpermitsshallbeissued
qorarAqnoe rrrifh (1 Q l -4,o1 or G S 1RR-4n? 1

"$ 188-902. Application for permit; fees.

25

(d) Fees. - An application for an ABC permit shall be accompanied by payment of the
following application fee :

26
27

( l3) l ntique spiritueus liquer per"nit $100,00,

28 "$ 188-904. Miscellaneous provisions concerning permits.

(d) Notice of Issuance. - Upon issuing a permit the Commission shall send notice of the
issuance, with the name and address of the permittee and the establishment, to:

(1) The Department of Revenue;

@
isJ€€a*e+

(3) The governing body, sheriff and tax collector of the county in which the
establishment is located;

(4) If the establishment is located inside a city, the goveming body, chief of
police, and tax collector for the city; and

(5) The ALE Branch.

SECTION 14. Article 10 of Chapter 188 of the General Statutes, as amended by
Section 3 of this act, reads as rewritten:

"Article 10.

"Retail Activity.

"$ 188-1001. 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:
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(20) r\ntique spiritueus liquer permie z\ permit under this subr#visien may be

ef this seetien, Netwithstanding any larv te the eentrary; the permit helder
m&y sett at reteit anti

iqpof-€n=€r

by rule ef the eernmissien fer speeial erders ef spiritueus liquer thaf is net en
ission'

"$ 188-1006. Miscellaneous provisions on permits.

(k) Residential Private Club and Sports Club Permits. - The Commission may issue the

permits listed in G.S. 188-1001, without approval at an election, to a residential private club or
a sports club, except if the sale of mixed beverages is not lawful within a jurisdiction and that

locality has voted against the sale of mixed beverages in a referendum conducted on or after
September I,2001. If the issuance of permits is prohibited by the exception in the previous

sentence, the Commission may renew existing permits and may continue to issue permits for a

business location that had previously held permits under this subsection. No permit may be issued

to any residential private club or sports club that practices discrimination on the basis of race,

gender or ethnicity.

"S 18B-1007. Additional requirements for mixed beverages permittees.

@

(b) Handting Betttes. It

' (+)

@ Refitt any spirituo

@
€)
$

starnp, exeept for eentainers being breught ente the prernises by the hest ef a

(d) When a ternperary mixed beverages permit has been issued te a new permittee fer the

eentinuatien eF a business at the sarne leeatien; the permittee geing eut ef business may sell

leeal beard te the nerv mixed beverages permittee'

SECTION 15. Sections 8 through 15 of this act become effective July l, 2021.

Sections 8 through 12 of this act expire December 31,2021.

PART IV. REVISIONS TO CHAPTER 18B OF THE GENERAL STATUTES AFTER
PHASE-OUT OF ABC STORES
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SECTION 16. Article I of Chapter 188 of the General Statutes reads as rewritten:
"Article 1.

"General Provisions.

"$ 18B-101. Definitions.
As used in this Chapter, unless the context requires otherwise:

€) "'ABe system" means a leeal beard and all z\Be steres e^erated by it, its

(ry

€b) "'Antique spiritueus liquer se|er" means a persen whe sells antique spiritueus
@

(A "Bailment sureharge" means the eharge impesed en eaeh e*se ef liquer
is

bailmenF+ureharge is in additien te the bailment eharge impesed by G,S,
+88-804@e)"

@ "Finanee effieer" means the leeal beard empleyee; ether than a general

assi issie*

(@ "General manager" means the leeal beard empleyee rvhe is respensible fo- the

by the leeal beard er eemmissien, The beard may designate enly ene

(8)

leeql pelitieal subdivlsier ef the State, Nething in this ehapter shall be
eenstrued as eenstitut:ng a leeal beard the ageney ef a eity er eeunty er ef the
€emmissie+

(13a) (See note) "Special ABC area" means an area that meets the following
requirements:
Either:
a. The area has fewer than 500 permanent residents, and the area:

1. Is located in a county that borders another state, that has at least
one city that has appreved the eperatien ef an '4.Be sbre; ,in
which the off-premises sale of spirituous liquor is lawful. and
in which the sale of unfortified wine and malt beverages is
permitted countywide or in one city; and

The area has more than 500 permanent residents, and the area:
l. Is located in a county:

b.
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Where
the off-premises sale of spirituous liquor is lawful" but
in which the sale of mixed beverages has not been

approved;

ru. Borders on a county where M
been established by petitien pursuant te law; the

off-premises sale of spirituous liquor is lawful: and

c. The area is an area of a county where the following requirements are

met:

2. The off-Premises sale of
spirituous liquor is lawful in the county and the sale of mixed
beverages is allowed in six or more municipalities;

"$ 188-110. Emergency.
When the Governor finds that an emergency, as that term is defined in G.S. 166A-19.3, exists

anywhere in this State, the Governor may

G)
@ Ordergrdglthe cessation of all sales, transportation, manufacture, and bottling

of alcoholic beverages.
The Govemor's order shall apply in those portions of the State designated in the order, for

the duration of the state of emergency. Any order by the Governor under this section shall be

directed to the Chairman of the Commission and to the Secretary of Public Safety.

"S 18B-112. Tribal alcoholic beverage control.

(b) Compliance Required. - The Eastern Band of Cherokee Indians shall comply with the

following provisions of this Chapter to the extent they apply to or can be made applicable to the

tribe:
(1) The following provisions of Article 1. - General Provisions.

I.

(5) Article 5. Enforcement, excePt

cs--+88++l-G.s. I 88-500.
for ffi

(bl) In accordance with G.S. 18B-1004(c), the Eastern Band of Cherokee Indians tribe

may adopt an ordinance allowing for the sale of malt beverages, unfortified wine, fortified wine,

and-mixed beginning at 10:00 A.M. on Sunday

pursuant to the licensed premises' permit issued under the authority of G.S. 188-1 l2(d).

(d) Establishment of a Tribal Commission. - In accordance with the provisions of 18

U.S.C. $ 1 161, the Eastern Band of Cherokee Indians is authorized to establish a tribal alcoholic

beverage control commission to regulate the purchase, possession, consumption, sale, and

delivery of alcoholic beverages on any land designated as Indian Country pursuant to 18 U.S.C.

$ ll51 underthe jurisdiction of the Eastern Band of Cherokee Indians. The tribal commission
.hull huu. exclusive authority to issue ABC permits to retail and commercial establishments

located wholly on Indian Country lands under the jurisdiction of the Eastern Band of Cherokee

Indians and to regulate the purchase, possession, consumption, sale, and delivery of alcoholic

beverages at permitted outlets and premises. Permits issued by the tribal commission pursuant to

this section shall be deemed issued by the State for the purposes of sales and delivery of beerand
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wirc-beer. wine. ana spl y wholesalers to the retail outlets located on Indian
Country lands. The fees generated by the tribal alcoholic beverage control commission for the
issuance of retail permits may be retained by the Eastem Band of Cherokee Indians to offset costs
of operating the tribal alcoholic beverage control commission.

(f) Authority of the North Carolina Alcoholic Beverage Control Commission. - The
el Cemmissien shall have the atrtlrerity te enter into

@leehelie beverage eenkel eemmissien te previde fer the salq
delivery; and distributien ef spiritueus liquerte the tribal aleehelie beverage eeneel eemrnissien,

basis that sueh spirie are
To the extent there is a conflict between the tribal alcoholic beverage

control commission's authority or purpose and the North Carolina Alcoholic Beverage Control
Commission's authority or purpose, the North Carolina Alcoholic Beverage Control Commission
shall prevail.

il

SECTION 17. Article 1A of Chapter 188 of the General Statutes reads as rewritten:
"Article lA.

"Compensation for Injury Caused by Sales to Underage Persons.

"S 188-121. Claim for relief created for sale to underage person.
An aggrieved party has a claim for relief for damages against a permittee erleeal-+teehe+ie

@if:
(1) The permittee or his-ths permilte's agent or employee M

egen@le€-negligentlysoldorfurnishedanalcoholicbeveragetoan
underage person; and

(2) The consumption of the alcoholic beverage that was sold or furnished to an
underage person caused or contributed to, in whole or in part, an underage
driver's being subject to an impairing substance within the meaning of
G.S. 20-138.1 at the time of the injury; and

(3) The injury that resulted was proximately caused by the underage driver's
negligent operation of a vehicle while so impaired.

"$ 188-124. Joint and several liability.
The liability of the negligent driver or owner of the vehicle that caused the injury and the

permittee@soldorfurnishedthealcoholicbeverageshallbejointand
several, with right of contribution but not indemnification.

SECTION 18. Article 2 of Chapter 18B of the General Statutes reads as rewritten:
"Article 2.

"State Administration.

"$ 188-201. Conflictof interest; gifts.
(a) Financial Interests Restricted. - No person shall be appointed to or employed by the

or the ALE Branch if that person or a member of that
person's family related to that person by blood or marriage to the first degree has or controls,
directly or indirectly, a financial interest in any commercial alcoholic beverage enterprise,
including any business required to have an ABC permit. The Commission may exempt from this
provision any person, other than a Commission member, when the financial interest in question
is so insignificant or remote that it is unlikely to affect the person's official actions in any way.
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1 Exemptions may be granted only to individuals, not to groups or classes of people, and each

2 exemption shall be in writing, be available for public inspection, and contain a statement of the

3 financial interest in question.
4(b)Self-dealing.-TheprovisionsofG.S.l4-234shallapplytotheM
5 beardr.eqmmissig&
6 (c) Dealing for Family Members. - +te+*er+e-The-Commission ner+n#eeat$eaC
7 shall not contract or otherwise deal in any business matter so that a member, member's spouse or
8 any person related to the member by blood to a degree of first cousin or closer in any way

9 financially benefits, directly or indirectly, from the transaction unless:

10

11

12
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(3) The next annual audit of the Commission e+leeal-bear*specifically notes the

member and the amount involved in each transaction occurring during the year

covered by the audit; and
(4) ff the transaetien i

rveeks before final berd appreval ef the trensaetien'
(d) Gifts Generally. - The provisions of G.S. 133-32 shall apply to the €emmissien-and

@
(e) Conflicts of Interest for the Commission. - The provisions of Article 7 of Chapter

163,4. of the General Statutes shall apply to the Commission.
($ eenfliets ef {nterest fer Leeal Beards, Exeept as permitted under subseetien (lr) ef

ffi

(h)

@
(+)

Age beard member's s

@
@ The finaneial benefit derived by a leeal r\Be beard member; the leeal r\Be

beard mernber's speuse er any persen related te the leealr\Be beard member

leeal ABe beard member is asseeiated is ene that weuld be eqieyed te an

extent ne greater than that rvhieh ether eitizens ef the State rveuld er eeuld

€+qt
€)

beard member's speuse er any persen related te the leeal ABe berd member

by bleed te a degree ef first eeusin er eleser; er a business with whieh the

leeal z\Be beard member is se r'emete; tenueus; insignifieant; er speeulative

ABe beerd member's ab

leeal r\Be beard rnember's dtrties rveuld net be eernpremised,

@ When an aetien affeets er rveuld affeet the leeal 4B€ beard member's
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(5) Before the leeel i.Be bo

ef the suhieet matter and the effeetive funetiening ef the leeal r\Be beard,
(6) When aetien is nrinisterial only and dees net require the exereise ef diseretien,

@ i+_a
querum-i is

a€+ion,

$
ffiien=

(k) ins
te the leeal beard any eenfliet ef interest-er petential eenfliet ef interest,
"$ 188-202. Discharge upon conviction.

In addition to imposing any other penalty authorized by law, a judge may remove from office
or discharge from employment any Commission e+leeal$ear*member or employee, or any ALE
agent, who is convicted of a violation of any provision of this Chapter or of any felony and may
declarethatpersonineligibleformembershiporemploymentwiththe@
bea*d-, egU4isgiqu_or the ALE Branch, for a period of not longer than three years.€envietien
ef aerinae under this ehapter er ef any feleny shall alse be greunds for ths ee"nmissien te remeve

impesing any ether penalty autherized by larv; a judge may prehibit an individual eenvietedef a

larvs fer a leeal beard if that individual is a designated e{Freer ef ar ageney rvhieh helds a eeneaet
te enfe-ee the r\Be laws fer a leeal beard, A judge may alse prehibit an individual eenvieted ef

ABe hw under a eenkaetw
"S 18B-203. Powers and duties of the Commission.

(a) Powers. - The Commission shall have authority to:
(1) Administer the ABC laws;
(2) Provide for enforcement of the ABC laws, in conjunction with the ALE

Branch;
(Dift

++tiele*
@
(5) Determine rvhat brands ef aleehelie beverages may be seld in this State;

6)
(7) niseese ef dsffaged &

(8) Remeve fer eatrse any m
(D

@
(+0)

€+)
in=A.fri€le8;

(12) Issue ABC permits, and impose sanctions against permittees;
(13) Provide for the testing of alcoholic beverages, as provided in G.S. 1 8B-206;
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eelleet bailrnent eharges and bailnrent sureharges frem leeal beards;

Netwithstending any l

(1 8)

te the Eastern Band ef eherekee Indians for resale en Indian Cetrntry la*rds

rvithin this State under tlre jurisdie+ien ef the E*sem Band ef eherekee

Indians.
Provide forthe distribution and posting of warning signs to +eeal'4B+beacs
off-premises spirituous liquor permittees regarding the dangers of alcohol

consumption during pregnancy as required under G.S. 188-808;
Recognize the holder of a wine importer permit or nonresident wine vendor
permit as a primary American source of supply for the wine of a winery. To

be considered a primary American source of supply, a wine importer must

establish that it has lawfully purchased the wine from the winery, or from an

agent of the winery, and by written contract or otherwise has been authorized

by the winery to distribute the wine to wholesalers in the United States.

Premutgete rutes to

i€e'

Premtrtgete rutes te
is

(1e)

i+inA

@) Previee fer ttre puren
m
er is elesed by the eemmissien and the eeunty er munieipality in n'hieh the

"@- (a) Genkaeting fer Private Wreheuse, The eemmissien shall previde for the reeeipt;

sterage, a*rd distributie*ef spiritueus liquer by ene ef t*re fellewing metheds:

(1) By negetiated eentraet wit*r a privately ervned rvareheuse;

(2) B' negetiated eentraet rvith priratelt ewned rvareheuses in sereral regiens ef
*re State, The eemmissien shall eheese leeatiens fer the rvareheuses te

maintein eentret ef *a
@

negetiated eentraet o

*e+e+tewing:
(l) That an annual audited finaneial statement be prepared and submitted te the

eemmissien bfthe persen eentraeting with the eemmissieni

(14)

€5)
e6)

(1+)

€0)

ED
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eemmissien and the Department ef Revenue; and

ehanges; er if seme ether+eeurrenee results in substantially rmpeded diskibutien ef sprritueus

€r+effipersry+asis'

ion=
tt

quarterly mixed beverage reperts; quarterly and annual ar*dits; merthly sales reeerds, and any

issien
i

(e) ' r\udits, The eemmissien may audit the eperatien erant leealABe stere er beard,
ieft

"$ 188-208. ABC Commission bonds and funds.
@

eratien ef e wftreho

(b) Special Fund. - A special fund in the office of the State Treasurer, the ABC
Commission Fund, is created.

The ABC
Commission Fund shall be subject to the provisions of the State Budget Act except that no
unexpendedsurplusofthisfundshallreverttotheGeneralFund.W

rating expenses ef the

eemmissien as autl'erized by the General r\s^embly,
All moneys credited to the ABC Commission Fund shall be used to carry out the intent and

purposes of the ABC law in accordance with plans approved by the North Carolina ABC
Commission and the Director of the Budget. The moneyi in the Fund shall be expended only

:.13t "" 
appropriation by an act of the General Assembly.

SECTION 19. Article 3 of Chapter 18B of the General Statutes reads as rewritten:
"Article 3.

"Sale, Possession, and Consumption.
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"$ 188-301. 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

anyherepossessionisanecessaryincidenttolawfulsale.
Consumption at such aplace shall be unlawful unless the establishment has a permit authorizing

consumption on the premises as well as sale.

(0 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 person at any of the following places:

a. On the premises of
holding an off-premises spirituous liquor permit pursuant to
G.S. 18B-1001.

br
c. On any public road, street, highway, or sidewalk, unless a consumer

tasting authorized by G.S. 18B-1114.7 is being conducted.

"$ 188-305. Other prohibited sales.
(a) Sale to Intoxicated Person. - It shall be unlawful for a permittee or his employee er

@oknowinglysellorgivealcoholicbeveragestoanyperSonwhois
intoxicated

SECTION 20. Article 4 of Chapter l88 of the General Statutes reads as rewritten:

"Article 4.
Iransportation.

"S 188.403. Purchase-transportation permit.

(b) Issuance of Permit. - A purchase-transportation permit may be issued by:
(9@
@ @
€) The general manager er superviser ef the leeal beard; er

44; issue

pemi v a holder of a permit issued pursuant

to G.S. 188-1001 that allows the sale of the applicable alcoholic beverage.

(e) Restrictions on Permit. - A purchase may be made only from the store named on the

permit. One copy of the permit shall be kept by the issuing person, one by the purchaser, and one

by the store from which the purchase is made. The purchaser shall display his copy of the permit

to any law-enforcement officer upon request.

spirituensliquer may be issued enly by an autherized agent ef the leeal beard for tlre jurisdietien

"$ 188-404. Additional provisions for purchase and transportation by mixed beverage
permittees.

(b) Issuance. - If mixed beverages sales have been approved for an establishment under

G.S. 188-603(d1) or under G.S. 18B-603(e), or for an establishment located in a township in
which mixed beverages have been approved the purchase-transportation permit for that

establishment may be issued by the leeal beard ef any eity leeated in the sarne eetmty as the

H97l-CSTQf-I9 [v.11] House Bill 971 Page 35
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providedthecityhasapprovedthesaleofmixedbeverages.

then the "nixed beverages perrrittee shall ebtain a mrxed bevera€es purehase transpetatien
femi r\BG stere,

@ ay designate a stere rvithin its system te make

"$ 188-405. Transportation by permittee.
The holder of a permit for the retail sale of malt beverages, unfortified wine, e+fortified v*ine

wine. or spirituous liquor may transport in the course of hlrlhe lqlderlbusiness any amount of
the alcoholic beverage he-thE holder-is authorized to sell, without a purchase-transportation
permit or a commercial transportation permit under G.S. 188-1115.

il

SECTION 21. Article 5 of Chapter l88 of the General Statutes reads as rewritten:
"Article 5.

"Law Enforcement.

tt

videe in suUse*lo ire-ene

M

eriminal effense; hervever; the primary -espensibility ef a leeal r\Be effieer is enfo-eement ef

(e) Territerial Jurisdietien, A leeal r\Be effieer has jerisdietien anlwhere in the eeunty
in rvhieh he is emplel ed exeept that a eit' ABe effreer's territe-ial jurisdieiier is suHeet te any

ion

@iens:

mi

( l) 4s seen as praetieal after the assistaneebegins; an aetenervledgement ef the
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@ine{Eene1+

ether leeal larv enfereenrent ageney fer enfereement ef the ABe larvs rvithin the

larv enfereement ageney's territerial jurisdietien, Enfereement agreements may be made rvith

mefe than ene egene

eenduet inspeetiens pursuant te this seetien and G,S, l8B 502, If a eity leeated in trve er mere

eeunties appreves the sale ef seme type ef aleehelie beverage pursuant te the previsiens ef G,S,

tr88 600(e4), and *rere are ne leeal,48€ beards established in the eity and ene ef the eeunties

nge beerd entering
ing

isgi
(l) The number ef arrests made fer r\Be lalv; eentrelled Snbstanee r\et; er ether

(2) The numberef arrests made fer r\Be law; eentrelled Substanee r\et; er ether

(3) The nnmber ef ageneies assisted rvith ABG law er eentrelled substanee related

ma*ters'
( l) The number ef aleehel edueatien and respensible server pregfams presented'

leeal beard, The Gern*nissie* shall publish this infermatien; by leeal beard and enfereement
issieft

"$ 188-502. Inspection of licensed premises.
(a) Authority. To procure evidence of violations of the ABC lawo alcohol

law-enforcement &g€n+s-, qenlg- and-employees of the

shallhaveauthoritytoinvestigatetheoperationofeach
licensed premises for which an ABC permit has been issued, to make inspections that include

viewing the entire premises, and to examine the books and records of the permittee. The

inspection authorized by this section may be made at any time it reasonably appears that someone

is on the premises. Alcohol law-enforcement agents are also authorized to be on the premises to

the extent necessary to enforce the provisions of Article 68 of Chapter 143 of the General

Statutes.

"$ 188-503. Disposition of seized alcoholic beverages.
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28

(e) Sale Procedure. - The sale of unfortified rvineree\ui!9-fortified wine-wine. anc!
spirituous liquor shall be by public auction unless those wines or spirituous liquor would likely
become spoiled or lose value in the time required to amange a public auction. If spoilage or loss
of value is likely, the judge ordering the sale or the Commission may authorize sale at the
prevailing wholesale price, as determined by the Commission, to one or more persons holding
the appropriate retail wine or spirituous liquor permits in the county in which the wine or
spirituous liquor was seized, or in a neighboring county if there are no such persons in the county
in which the wine or spirituous liquor was seized.

wafu
"$ 188-504. Forfeiture.

(D Disposition of Forfeited Property. -A judge ordering forfeiture ofproperty may order
any one of the following dispositions:

(1) Sale at public auction;
(2) Sale at auction after notice to certain named individuals or groups, if only a

limited number of people would have use for that property;
(3) Delivery to a named State or local law-enforcement agency, if the property is

not suited for sale, with preference to be given in the following order, to: the
agency that seized the property, the ALE Branch, the Commission, the-+eeat
beard ef the jurisdietien inrvhieh the preperty rvas seize4 and the Department
of Justice; or

(4) Destruction, if possession of the property would be unlawful and it could not
be used or is not wanted for law enforcement, or if sale or other disposition is
not practical.

il

SECTION 22. Article 7 of Chapter 18B of the General Statutes is repealed.
SECTION 23. Article 8 of Chapter 188 of the General Statutes is repealed.
SECTION 24. Article 9 of Chapter 18B of the General Statutes, as amended by

Sections 2 and 13 of this act, reads as rewritten:
"Article 9.

"Issuance of Permits.

"$ 188-902. Application for permit; fees.
(a) Form. - An application for an ABC permit shall be on a form prescribed by the

Commission and shall be notarized. Each person required to qualify under G.S. 188-900(c) shall
sign and swear to the application and shall submit a full set of fingerprints with the application.

(b) Investigation. - Before issuing a new permit, the Commission, with the assistance of
the ALE Branch, shall investigate the applicant and the premises for which the permit is
requested.
app+i€a+i€ns=An applicant shall cooperate fully with the investigation.

The Department of Public Safety may provide a criminal record check to the ALE Branch
for a person who has applied for a permit through the Commission. The ALE Branch shall
provide to the Department of Public Safety, along with the request, the fingerprints of the
applicant, any additional information required by the Department of Public Safety, and a form
signed by thg applicant consenting to the check of the criminal record and to the use of the
fingerprints and other identifying information required by the State or national repositories. The
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applicant's fingerprints shall be forwarded to the State Bureau of Investigation for a search of the

State's criminal history record file, and the State Bureau of Investigation shall forward a set of
the fingerprints to the Federal Bureau of Investigation for a national criminal history check. The

ALE Branch and the Commission shall keep all information pursuant to this subsection

privileged, in accordance with applicable State law and federal guidelines, and the information

shall be confidential and shall not be a public record under Chapter 132 of the General Statutes.

The Department of Public Safety may charge each applicant a fee for conducting the checks

of criminal history records authorized by this subsection.
ll

27

SECTION 25. Sections 16 through 25 of this act become effective January 1,2022

PART V. REVISIONS TO CHAPTER 105 OF THE GENERAL STATUTES
SECTION 26.(a) Article 2C of Chapter 105 of the General Statutes reads as

rewritten:
"Article 2C.

"Alcoholic Beverage License and Excise Taxes.

'Part 1. General Provisions.

''$ 105-1L3.68. Definitions; scope.
(a) Definitions.- The following definitions apply in this Article:

(4a) r\ntique spiritueus liquer. Defined in G,S, l89 10tr,

(13) Wholesaler or importer. - When used with reference to wholesalers or
importers of vineer-wlnLmalt beverages, or spirituous liquor. the term

includesfi|residentwineriesthatselltheirwinesat@
resident breweries that produce fewer than 25,000 barrels of malt beverages

per year-.year, and (iii) resi
proof gallons of spirituous liquor per year.

"Part 3. Local Licenses.

"$ 105-113 .77. Ciq beer and wine heer. wine. and spirituous liquor retail licenses.

(a) License and Tax. - A person holding any of the following retail ABC permits for an

establishment located in a city shall obtain from the city a city license for that activity. The annual

tax for each license is as stated.

ABC Permit Tax for Corresponding License

37
On-premises malt beverage....
Off-premises malt beverage ...

On-premises unfortifi ed wine,
on-premises fortifi ed wine, or both ...........

Off-premises unfortifi ed wine,
off-premises fortifi ed wine, or both ..........

Off-premises spirituous liquor

5.00

15.00

10.00
15.00

"$ 105-113.78. County beer end wine heer" wine. and spirituous liquor retail licenses.

A person holding any of the following retail ABC permits for an establishment located in a
county shall obtain from the county a county license for that activity. The annual tax for each

license is as stated.
ABC Permit
On-premises malt beverage........
Off-premises malt beverage .......

On-premises unfortifi ed wine,

l:: :: ::::::::i:: i;;t;;
,......... s.00
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on-premises fortified wine, or both....
Off-premises unfortifi ed wine,

off-premises fortified wine, or both...
Off-premises spirituous liquor

"$ 105-113.79. City wholesaler license.

25.00

25.00
...............25.00

A city may require city malt
wholesaler licenses for businesses located inside the city, but may not require a license for a
business located outside the city, regardless whether that business sells or delivers malt beverages

erwine-beveraees. wine. o inside the city. The city may charge an annual tai
of not more than thirty-seven dollars and fifty cents ($37.50) for a city malt beverage v*etesaler
onwhalesalerliggllg-a city wine wholesalerlieense-.license" or a city s

license.
"Part4. Excise Taxes, Distribution of Tax Revenue.

"S 105-113.80. Excise taxes on beer, wine, and liquor.
(a) Beer. - An excise tax of sixty-one and seventy-one hundredths cents (61.71il per

gallon is leviedon the sale of malt beverages.
(b) Wine. - An excise tax of twenty-six and thirty-fsur hundredths cents (26.34p) per

liter is levied on the sale of unfortified wine, and an excise tax of twenty-nine and thirty-four
hundredths cents (29.34l) per liter is levied on the sale of fortified wine.

(c) Liquor. - An excise tax of @enty-eight dollars ($28.00) per

sallon is levied on the sale of spirituous
is

eemputed is the distiller's er the antique spiritueus liquer seller's priee plus (i) the State '&BC
wareheuse freight and liquor'

"$ 105-113.81. Exemptions.
(a)MajorDisaster._Wholesalersandimportersofmalt

wine. and spirituous liquor are not required to remit excise taxes on malt beve+ageserwia€
beverages. wine. or spirituous liquor rendered unsalable by a major disaster. To qualify for this
exemption, the wholesaler or importer shall prove to the satisfaction of the Secretary that a major
disaster occurred. A major disaster is the destruction, spoilage, or rendering unsalable of 50 or
more cases, or the equivalent, of malt beverages or 25 or more cases, or the equivalent, of
wi"e.wine or spirituous

(b) Sales to Oceangoing Vessels. - Wholesalers and importers of malt
,+ine-beverages. wine. m are not required to remit excise taxes on malt
beverages and rvine heverages" wine. and spirituous liquor -sold and delivered for use on

oceangoing vessels. An oceangoing vessel is a ship that plies the high seas in interstate or foreign
commerce, in the transport of freight or passengers, or both, for hire exclusively. To qualify for
this exemption the beverages shall be delivered to an officer or agent of the vessel for use on that
vessel. Sales made to officers, agents, crewmen, or passengers for their personal use are not
exempt.

(c) Sales to Armed Forces of the United States. - Wholesalers and importers of malt

@everages. wine. and spirituous liquor are not required to remit excise taxes

on malt beverages and rvine beverages. wine" and spirituous liquor sold to the Armed Forces of
the United States. The Secretary may require malt
spirituous liouor sold to the Armed Forces of the United States to be marked "For Mil itary Use

Only" to facilitate identification of those beverages.
(d) Out-of-State Sales. - Wholesalers and importers of malt Ueverages--€nd-wine

beverages" wine. and spirituous liquor are not required to remit excise taxes on malt beverages
shipped out of this State for resale outside the

State.
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"$ 105-113.82. Distribution of part of axes.

(a) Amount. - The Secretary must distribute annually a percentage of the net amount of
excise taxes collected on the sale of malt beverages and rvineheverages" wine. and spirituous

liquor during the preceding l2-month period ending March 31 to the counties or cities in which

the retail sale of these beverages is authorized in the entire county or city. The percentages to be

distributed are as follows:
(l) Of the tax on malt beverages levied under G.S. 105-113.80(a), twenty and

forty-seven hundredths percent (20.47 %).
(2) OfthetaxonunfortifiedwineleviedunderG.S. 105-113.80(b),forty-nineand

forty-four hundredths percent (49.44%).
(3) Of the tax on fortified wine levied under G.S. 105-113.80(b), eighteen percent

(r8%).
g) Of the tax on spirituous liquor levied under G.S. 105-113.80(c)" thirty percent

G0%\'
(al) Method. - If malt beverages, unfortified wine, er.fortified *ine-wtne-qlspuiluoul

liquor may be licensed to be sold at retail in both a county and a city located in the county, both

the county and city receive a portion of the amount distributed, that portion to be determined on

the basis of population. If one of these beverages may be licensed to be sold at retail in a city
located in a county in which the sale of the beverage is otherwise prohibited, only the city receives

a portion of the amount distributed, that portion to be determined on the basis of population. The

amounts distributable under subsection (a) of this section must be computed separately.

(c) Exception. - Notwithstanding subsections (a) and (al) of this section, in a county in

which ABe sbres have been he off-premises sale of spirituous liquor is
lawful" the revenue shall be distributed as though the entire county had approved the retail sale

of a beverage whose retail sale is authorized in part of the county.

(g) Use of Funds-. Funds Distributed to a C Funds distributed to a county

or city under this section for taxes levied on malt beverases. unfortified wine" and fortified wine

may be used for any public purpose. Funds distributed to a county or city under this section for
taxes levied on spirituous liquor shall be used as follows:

(!) Four percent (4olo) of the funds for the treatment of alcoholism or substance

abuse.

Q Fifteen percent (15olo) of the funds for research or education on alcohol or

substance abuse.

(3) Eleven percent (11%o) of the funds for costs incurred by local law enforcement

aqencies from enforcins the laws set forth in Chanter 18B of the General

Statutes.
g) Anv remainins funds mav be used for anv nublic pumose.

G_l)
of this

Additional Distribution: Use. - In addition to the amqunt distributed under subsection

March 31 as follows:
(!) Three million dollars ($3"000.000) to the Department of Health and Human

Services to be used for the treatment of alcoholism or substance abuse. or for
research or education on alcohol or substance abuse.

Q Eight million five hundred thousand dollars ($8.500"000) to the Alcoholic
Beverage Control Commission to be used for the operating and administrative
costs of the Commission.

"Part 5. Administration.

neta
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"$ 105-113.83. Payment of excise taxes.
(a) Liquor. - The excise tax on liquor levied under G.S. 105-113.80(c) is payable

monthly by the leeal r\Be beard md by a distillery permittee to the @
resident wholesaler or importer who first handles the liquor in this State. The tax shall be paid on

orbeforethe15thdayofthemonthfollowingthemonthinwhichthe@
first sold or otherwise disposed of in this State by the wholesaler or importer. The taxes on liquor
are pa)rable onl)' once on the same liquor. When excise taxes are paid on liquor. the wholesaler
or importer must submit to the Secretary verified reports on forms provided by the Secretary

detailing sales records for the month for which the taxes are paid. The report must indicate the

amount of excise tax due. contain the information required by the Secretary" and indicate
separatellt any transactions to which the excise tax does not apply. The verified report is due on

before +Lo fff+oo-tl" rla-r nf fhp {ircf *^-+L ^f +L^ f^ll^-";*^ ^olo-rlor voo.

SECTION 26.(b) G.S. 105-16a.a@) reads as rewritten:
"(a) A privilege tax is imposed on a retailer engaged in business in the State at the

percentage rates of the retailer's net taxable sales or gross receipts, listed in this subsection. The
general rate of tax is four and three-quarters percent (4.75%). The percentage rates are as follows:

(7) The eembine#general rate of tax applies to the sales price of an+iqpe

@spirituous liquer ether than mixed beverages' liquor. As
used in this subdivision, the "spirituous

liquor" has the rneanings-meaniry

....,, 
provided in G'S' l8B-101'

SECTION 26.(c) G.S. 105-113.106 reads as rewritten:

"S 105-113.106. Definitions.
The following definitions apply in this Article:

(3) Dealer. - Any of the following:

gq
eempesed in rvhele er in part frem spiritueus liquer en whieh the eharge

i ing+

(9)Unauthorizedsubstance._Acontrolledsubstance,@
illicit spirituous liquor, or mash."

SECTION 26.(d) G.S. 105-113.107 reads as rewritten:
"$ 105-L13.107. Excise tax on unauthorized substances.

Q!€ntiti€$rl
SECTION 26.(e) G.S. 105-113.108 reads as rewritten:

"$ L05-113.108. Reportsl revenue stamps.

(b) Reports. - Every local law enforcement agency and every State law enforcement
agency must report to the Department within 48 hours after seizing an unauthorized substance,
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or making an arrest of an individual in possession of an unauthorized substance, listed in this

subsection upon which a stamp has not been affixed. The report must be in the form prescribed

by the Secretary and it must include the time and place of the arrest or seizure, the amount,

location, and kind of substance, the identification of an individual in possession of the substance

and that individual's social security number, and any other information prescribed by the

Secretary. The report must be made when the arrest or seizure involves any of the following

unauthoiized subslances upon which a stamp has not been affixed as required by this Article:
(1) More than 42.5 grams of marijuana.
(2) Seven or more grams of any other controlled substance that is sold by weight.

(3) Ten or more dosage units of any other controlled substance that is not sold by

weight.

(5) Any illicit spirituous liquor.
(6) Mash."
SECTION 26.(f) This section is effective for taxes imposed for taxable years

beginning on or after July 1,2021.

PART VI. OTHER CONFORMING REVISIONS
SECTION 27.(a) G.S. 20-187.2(a) reads as rewritten:

"(a) Surviving spouses, or in thb event such members die unsurvived by a spouse,

surviving children of members of North Carolina State, city and county law-enforcement

agencies killed in the line of duty or who are members of such agencies at the time of their deaths,

and retiring members of such agencies shall receive upon request and at no cost to them, the

badge *o* or carried by such deceased or retiring member. The governing body of a

law-enforcement agency may, in its discretion, also award to a retiring member or surviving

relatives as provided herein, upon request, the service side arm of such deceased or retiring

members, at a price determined by such governing body, upon determining that the person

receiving the weapon is not ineligible to own, possess, or receive a firearm under the provisions

of State or federal law, or if the weapon has been rendered incapable of being fired. Governing

bodyshallmeanforcountyandlocalalcoholbeveragecontrolofficers,the@
eraiwforallotherlaw-enforcementofficerswithjurisdictionlimitedtoa
municipality or town, the city or town council; for all other law-enforcement officers with

countyvide jurisdiction, the board of county commissioners; for all State law-enforcement

officers, the head of the department."
SECTION 27.(b) G.S. 147-69.3(b) reads as rewritten:

"(b) Any official, board, commission, other public authority, local government, school

administrative unit,leeal,q.gc$earfor community college of the State having custody of any

funds not required by law to be deposited with and invested by the State Treasurer may deposit

all or any portion of those funds with the State Treasurer for investment in one of the investment

programs istablished pursuant to this section, subject to any provisions of law with respect to

"tigiUt. 
investments, provided that any occupational licensing board as defined in G.S. 93B-1

may participate in one of the investment programs established pursuant to this section regardless

of whetherbr not the funds were required by law to be deposited with and invested by the State

Treasurer. In the absence of specific statutory provisions to the contrary, any of those funds may

be invested in accordance with the provisions of G.S. 147-69.2 and I47-69.3. Upon request from

any depositor eligible under this subsection, the State Treasurer may authorize moneys invested

pursuant to this subsection to be withdrawn by warrant on the State Treasurer."

SECTION 27.(c) This section becomes effective January 1,2022.

SECTION 2S.(a) G.S. 105-251.2(b) reads as rewritten:

"(b) Alcohol Vendor. - An alcohol vendor must give information to the Secretary when

the Secretary requests the information. The Secretary may not request the information more than
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I one time per calendar year. The Secretary may request the alcohol vendor to provide on a return,
2 a report, or otherwise, for a permittee to which the alcohol vendor provides alcohol, a permittee's
3 name, license number, and business address and any other information pertaining to the permittee
4 in possession of the alcohol vendor that the Secretary deems necessary to determine the
5 permittee's compliance with this Chapter. This subsection applies to the following alcohol
6 vendors:
7 (I) An ABC store in the ABC system, as defined in G.S. 188-101.
8 (2) A wine wholesaler, as defined in G.S. l8B-1201.
9 (3) A wholesaler, as defined in GS,-+88-€0+G.S. 188-1301 and

G.S. I -1401.
(4) The holder of an unfortified winery permit, a fortified winery permit, a

brewery permit, or a distillery permit under G.S. I 8B- l 1 00. "
SECTION 28.(b) c.S. 105-251.2(b) reads as rewritten:

"(b) Alcohol Vendor. - An alcohol vendor must give information to the Secretary when
the Secretary requests the information. The Secretary may not request the information more than
one time per calendar year. The Secretary may request the alcohol vendor to provide on a return,
a report, or otherwise, for a permittee to which the alcohol vendor provides alcohol, a permittee's
name, license number, and business address and any other information pertaining to the permittee
in possession of the alcohol vendor that the Secretary deems necessary to.determine the
permittee's compliance with this Chapter. This subsection applies to the following alcohol
vendors:

(D
(2) A wine wholesaler, as defined in G.S. 188-1201.
(3) A wholesaler, as defined in

c.s. 188-1401.
(4) The holder of an unfortified winery permit, a fortified winery permit, a

brewery permit, or a distillery permit under G.S. l88-l 100."
SECTION 28.(c) Subsection (a) of this section becomes effective July 1, 2021, and

expires January 7,2022. Subsection (b) of this section becomes effective January 1,2022.The
remainder of this section is effective when it becomes law.

SECTION 29.(a) G.S. l534-145.7 reads as rewriffen:
"S 153A-145.7. Hours of certain alcohol sales.

In accordance with G.S. 188-1004(c), a county may adopt an ordinance allowing forthe sale
of malt beverages, unfortified wine, fortified wine, spirituous liquor. and mixed beverages
beginning at 10:00 A.M. on Sunday pursuant to the licensed premises' permit issued under
G.S. 188-1001."

SECTION 29.(b) G.S. 160A-205.3 reads as rewritten:
"S 1604-205.3. Hours of certain alcohol sales.

In accordance with G.S. 18B- 1004(c), a city may adopt an ordinance allowing for the sale of
malt beverages, unfortified wine, fortified wine, spirituous liquor" and mixed beverages
beginning at 10:00 A.M. on Sunday pursuant to the licensed premises' permit issued under
G.S. 188-1001."

SECTION 29.(c) This section becomes effective July l, 2021.

EFFECTIVE DATE
SECTION 30. Except as otherwise provided, this act becomes effective July 1, 202I.
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EXPENDITURES
The bill would direct the ABC Commission to cease operations at the ABC Warehouse, leading to a
reduction in State expenses of $4.4 million in FY 2021-22, which would annualize to $8.8 million
thereafter. Fiscal Research estimates that the ABC Commission would need additional staff to
handle the increase in its regulatory oversight over permittees, but cannot estimate whether the
additional staff would be in excess of the receipts provided to the ABC Commission in the bill.

The bill would eliminate G.S. 1BB-501, which creates local ABC law enforcement officers and
specifies their jurisdiction, powers, and responsibilities. As written, the bill would likely shift this
responsibility to the Alcohol Law Enforcement (ALE) branch of the State Bureau of Investigation at
the Department of Public Safety. Based on current levels of ABC officer staffing, ALE could require
up to an additional 197 agents, carrying a total cost of $1B.4 million recurring for the positions and
an additional $12.5 million nonrecurring costs for one-time purchases of equipment, vehicles, etc.
However, the bill further specifies that some of the tax funds distributed to local governments shall
be used for costs incurred by local law enforcement agencies from enforcing alcohol laws. Some of
this funding would presumably offset the staffing and enforcement needs identified by ALE. Fiscal
Research cannot estimate the extent to which the local law enforcement actions would substitute
for the increased responsibilities to ALE.

REVENUE
The bill would make multiple changes to the General Statutes to authorize additional permits with
associated fees, to change the excise tax rate on spirituous liquor, to eliminate the mixed beverage
tax, and to change how the State distributes revenue. Some of these changes also impact local
government revenue.

Additionally, the bill would make spirituous liquor sales subject to local and State sales taxes;
currently, they are subject to the State combined general rate of tax. This change shifts tax revenue
from the State to local governments.

Brr.lAruerysls

The Proposed Committee Substitute (PCSJ for the bill would eliminate local ABC boards by fanuary
t,2022,liquidate local ABC stores and the State ABC warehouse by the same date, and move the
ABC Commission (Commission) into a regulatory role over licensed sellers of spirituous liquor
starting on January t,202L.

Part I
Part I (Section 1J of the bill would amend Article 6 of Chapter 1BB to allow off-premises spirituous
liquor elections while phasing out ABC store elections. Any city or county that votes against off-
premises spirituous liquor sales before January'J,,2022 may continue to operate ABC stores until
that time.
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Part II
Section 2

Section 2 of the bill would amend Article 9 of Chapter 1BB to phase in off-premises spirituous liquor
and spirituous liquor wholesaler permits and establish fees for these permits and for the
nonresident spirituous liquor vender permit,

Section 3

Section 3 of the bill would amend Article 10 of Chapter L88 to create a package store as an eligible
permittee for a number of ABC permits. The section would further create a permit for off-premises
spirituous liquor sales.

Section 4
Section 4 of the bill would amend Article L1 of Chapter 1BB to allow distillers of spirituous liquor to
sell spirituous liquor produced under contract by another distillery. This section would further
allow a holder of a distillery permit to obtain a wholesaler permit, capped at 50,000 proof gallons

of spirituous liquor, and to operate at three additional locations in the State. The distillery permittee
must report information about sales to the Commission, but the Commission may only request this
information once per year.

The section would further create new G.S. 1BB-1109.1, which authorizes issuance of a spirituous
liquor wholesaler permit, and G,S, 188-L113.1, which authorizes issuance of a nonresident
spirituous liquor vendor permit; the fees for these permits are established in Section 2.

Section 5

Section 5 of the bill would create newArticle 14 of Chapter 1BB, Spirituous Liquor Franchise Law,
governing relations between a spirituous liquor distillery and a spirituous liquor wholesaler.

Section 6

Section 6 of the bill would direct the ABC Commission to cease operation of the State warehouse by

fanuary !,2022. This section would further direct the local ABC boards to cease operations and

liquidate all assets by public sale between f uly 1,202L and f anuary 1,,2022. Any funds raised by the
latter action are to be paid to the general fund of the county or municipality for which the local ABC

board is established and may be used for any public purpose'

Section 7

Section 7 of the bill establishes that Sections 2 through 5 are effective fanuary L,202I,but spirituous
liquor wholesalers may not sell to any retailer until March L,2021, and off-premises spirituous
liquor permittees may not sell until July 1-, 2021'.

Part III
Part III (sections 8-15) of the bill would make conforming changes to Chapter 188 prior to the
phase-out of ABC stores on January L,2022. The changes in Sections B through 15 are effective f uly
'J., 2021 and expire December 31, 202t.

r:=l
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Part IV
Part IV (Sections 1,6-25) of the bill would make conforming changes to Chapter 1BB after the phase-
out of ABC stores on fanuary 1,2022.Among the changes in this Part are the repeal of Article 7 of
Chapter 188, which governs local ABC boards, and Article 8 of Chapter L88, which governs the
operations of ABC stores. The changes in Sections L6 through 25 are effective January 1,2022.

PartV
PartV (Section 26J would modify Chapter 105 of the General Statutes to address related licensure
taxes and excise taxes on spirituous liquor.

Section 26 would amend G,S. 105-113.80 to change the excise tax on the sale of spirituous liquor to
$28 per gallon from the current 300/o excise tax rate, which is levied on the sum of i) the sellei price,
iiJ ABC freight and bailment charges, and iiiJ local markup.

Section 26 would also amend G.S, L05-113,82 to direct the ABC Commission to distribute 30% of
the excise tax receipts to counties or cities where the liquor is sold. Of these distributions, the bill
would direct local recipients to use 40lo for treatment of alcoholism or substance abuse, L5% for
research or education on alcohol or substance abuse, and tlo/o for costs incurred by local law
enforcement agencies in the enforcement of Chapter LBB. The bill would direct the Commission to
distribute $3 million annually to the Department of Health and Human Services to be used for the
treatment of alcoholism or substance abuse or for research or education related to alcoholism or
substance abuse. The bill would also direct the Commission to distribute $8.5 million to itself for
operating and administrative costs. The remainder of Part V primarily would make conforming
changes to Chapter 105 ofthe General Statutes.

PartVI
Part VI (Sections 27-30) of the bill would make other conforming revisions to various General
Statutes.

FrscnAruerysrs

EXPENDITURE CHANGES

ABC Commission
The bill would make a number of changes to the operations of the ABC Commission (Commission).
Under current law, the Commission has broad authority to administer and enforce ABC laws,
including ABC Store location and pricing, local ABC board operations and training, ABC
warehousing, issuance of permits, establishment and collection of bailment charges and surcharges,
issuance of bonds, and distribution of alcohol to local ABC boards, military installations, and the
Eastern Band of Cherokee Indians.
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The bill would eliminate or modify many of the Commission's authorities. The Commission would

continue to have broad authority to administer and enforce ABC laws, but the Commission would
primarily retain regulatory oversight over permittees. The Commission would cease operations of

the ABC warehouse.

The bill would fix the receipts for the annual operations of the ABC Commission at $8,500,000, in

Section 26. As the following table shows, the actual annual operating expenses for the ABC

Commission over the last three fiscal years averaged $6,679,963'

Source: NCAS, Recommended Base Budget D o2/16/1e

The personal services base budget for ABC in each year of the 20t9-2L Biennium is $3,516,520. This

budget includes 44FTE,whose roles broadly fall into the following categories:

ABC Division FTE
ABC Commission Chair 1

Administration & Policy 7

Audit & Pricing 16
Education Outreach 4
Lesal 5

Permitting 1.1

Total 44
Source: BEACON

Because the number of permits could increase significantly, ABC would likely need to expand staff
related to Audit [to ensure regulatory compliance with ABC laws) and Permitting. Fiscal cannot

estimate the expansion needs at this time. It is unknown whether the expansion needs could be

addressed under the fixed receipts of $8.5 million. Any positions created would be supported by the

ABC Enterprise Account 5455L rather than the General Fund'

ABC Warehouse
The bill would direct the ABC Commission to cease operations of the ABC Warehouse. Annual

expenditures for the actual operating expenses of the ABC Warehouse have averaged $8,159,070

ovLr the last three fiscal years. The bill would lead to a reduction in State expenses of $B.B million
from ABC Enterprise Account 54551. It is assumed that the revenues currently directed to the ABC

Enterprise Account 54551 for the support of the ABC Warehouse would instead be subsumed into
the General Fund disbursement.

FY 20t9-20
Base

FY 20t7-L8
Actual

FY 2018-19
Authorized

FY 2015-16
Actual

FV 20L6-17
Actual

Budget Code 54551
ABC Enterprise Account

$9,023,893$6,140,343 $9,277,738$7,L9L,561, $6,707,984ABC Commission Operating
ExDenditures

$9,023,893$10,059,800 $9,063,092$8,927,33+ $9,666,987ABC Commission 0perating
Receints
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Budget Code 54551
ABC Enterprise Account

FY 2015-16
Actual

FY 2OL6.L7
Actual

FY 20t7-tg
Actual

FY 2018-19
Authorized

FY 2019-20
Base

ABC Warehouse
Expenditures

$7,7t8,293 $8,580,871 $8,L78,047 $8,808,623 $8,808,623

ABC Warehouse
Receipts

$8,310,556 $8,928,023 $9,220,38L $8,808,623 $8,808,623

Source: NCAS, Recommended Base Budget (Worksheet I) 02/16/19

Department of Public Safety - Alcohol Law Enforcement
The bill will have a number of impacts on the Alcohol Law Enforcement (ALE) branch of the State
Bureau of Investigation.

First, ALE is currently directed to investigate the background of all applicants for ABC permits. The
bill would create new permit applications for off-premises spirituous liquor sales permits, as well
as permits for spirituous liquor wholesalers and nonresident spirituous liquor. Fiscal Research
estimates that the increased background investigation for off-premises spirituous liquor permit
applicants could lead to a need for additional sworn agents, Fiscal Research further estimates that
the increased background work for spirituous liquor wholesale permit applicants would lead to the
need for one additional administrative position.

Second, it is likely as a result of this bill that the number of permitted establishments will increase
across the State, although it is unknown by what percentage, Fiscal Research estimates that the
increased number of alcohol permits across the State would lead to other increases in the ALE
workload, as well.

Third, the bill as written may result in a reduction of local law enforcement efforts related to alcohol
and, as a result, increase the burden on ALE. Currently, 15 of the L67 ABC boards employ law
enforcement officers directlywhile the remaining 152 contract with a local law enforcement agency.
These officers have the same general duties with respect to enforcing alcohol laws and inspecting
permitted establishments as ALE officers, butwith a limited jurisdiction. This bill, as written, would
eliminate these local ABC officers,

ALE provided Fiscal Research with an estimate for the costs the agency would likely incur in order
to keep current levels of alcohol law enforcement in place if all local ABC officers were to be
eliminated. ALE estimated a need of 197 new officers, which would represent the current 45 officers
directly employed by the 15 ABC boards that currently follow that structure, along with one officer
for each of the 152 contract boards. This would cost approximately $18,4 million recurring for
position costs and $12.5 million nonrecurring for one-time hiring costs such as a vehicle, equipment,
and training. This would nearly triple the size of the Alcohol Law Enforcement branch. It is also
unlikely that ALE would be able to hire 197 new agents in a single year; as a result, these costs would
likely be spread out over several years.

The bill specifies that beginning in FY 202L-22, L1,o/o of tax funds distributed to cities or counties
from the sale of spirituous liquor shall be used for costs incurred by local law enforcement agencies
from enforcing alcohol laws (Chapter 188 of the General Statutes), For FY 202L-22,this amount is
estimated to be $18,0 million, compared to a current-law estimate of $10.5 million for the same
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year. (More information can be found later in this memo in the section "Revenue Distribution for
State and Local Governments.")

Some of this funding would presumably offset the staffing and enforcement needs identified by ALE

above; however, Fiscal Research cannot estimate the extent to which this funding would offset ALE's

hiring needs. The bill also eliminates some of the specific duties and regulations attached to local

ABC law enforcement, and it is unclear how effectively local law enforcement agencies may apply
this funding for specific alcohol-related purposes.

REVENUE CHANGES

Revenue Generated

State and Local Revenue Generate4 From Permit and License Revenue

The bill would authorize the following new permits and licenses that have the potential to increase

State and local revenue:

Type Description Fee Notes and Estimated Revenue

Permit Off-Premises
Spirituous Liquor

$1,ooo Permit authorized in Section 2 of the bill' To be issued by
Commission; proceeds are State revenue.

Up to 1,500 permits may be issued in the first year; additional
permits may be issued in future years based on a formula in
statute. Each permit would need to be renewed annually'

Estimated revenue: $1.5 million annually in the first full year of
implementation and higher in future years as additional permits
are issued. Revenue could theoretically range from $0 to $1'5
million, but this memo assumes all 1,500 permits will be issued in
the first full fiscal year of implementation.

Permit Spirituous Liquor
Wholesaler

$1,000 Permit authorized in Section 2. To be issued by Commission;
proceeds are State revenue. No revenue estimate available' Each

permit would need to be renewed annually.

Permit Nonresident
Spirituous Liquor
Vendor

$5,ooo Permit authorized in Section 2. To be issued by Commission;
proceeds are State revenue. No revenue estimate available. Each

permit would need to be renewed annually.

License City Off-Premises
Spirituous Liquor

$1s Permit authorized in Section 26.T o be issued by the City; proceeds

are local revenue. No revenue estimate available, but revenue is

assumed to be used to offset licensing expenses.

License County Off-
Premises
Spirituous Liquor

$2s Permit authorized in Section 26' To be issued by the County;
proceeds are local revenue. No revenue estimate available, but
revenue is assumed to be used to offset licensing expenses.
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Local Government Revenue Generated From Sale ofAssets
Section 6 of the bill would require local ABC boards to liquidate all assets by public sale between
luly 1, 202L andJanuary I,2022. The bill would further direct that any resulting revenue be paid to
the General Fund of the county or municipality for which the local ABC board is established and may
be used for any public purpose.

No revenue estimate is available for the Statewide sale of local assets, but it is assumed that each
affected local government would realize some one-time revenue gain.

Changes In Tax Revenue Generated
The following table summarizes the primary revenue changes projected under the PCS, Each
change is discussed following this table.

State Revenue Generated From Excise Taxes
Under current law, the state liquor excise tax applies to liquor sales and is calculated as 3 0% of the
sum of:

1) The distiller's or liquor seller's price t

2) The State ABC warehouse freight and bailment charges, and
3) A local ABC board markup.

Section 26 replaces this existing liquor excise tax with an excise tax of $28/gallon, This change from
a cost-based tax to a quantity-based tax would effectively lower taxes on more expensive liquor
and raise taxes on less expensive liquor, Although research from the NCGA Program Evaluation
Division, discussed subsequently, indicates that overall consumption would increase under the
type of liquor control system proposed in the bill, the Fiscal Research Division cannot predict
whether the types of liquor purchased would change based on the shift from a cost-based to a
quantity-based tax, and this specific type of buying habit change has not been controlled for in this
analysis.

To estimate the fiscal impact of the tax change, this memo compares projected tax revenue under
current law and the proposed legislation:

FV 2019-20 Fv 2020-21, Fy 2021-22 Fy 2022-23 FY 2023-24
Revenue Type

Excise Tax
State Sales Tax
Local Sales Tax
Mixed Beverage Charges

135.7
(L6.4)
31.3

120.51

2+0.5
(L2.2)
35.9

(43.2)

239.7
(14,0)
37.8

(45.6)

$ $ 130.2$ 22t.O$ Zfi.eTotal Under the PCS

n=]
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a

a

Current Law Revenue Proiection: Excise tax revenue is projected based on the prior year

revenue's plus 6.7o/ogrowth, which represents the average annual excise tax revenue growth
from FY 201,4-15 to FY 2017-18.

Proposed Legislation Revenue Proiection:
o FY 20L9-20 and FY 2020-21: Same as current law, because Section 26 of the bill is

effective July 1, 2021.

o FY 2021.-22: Excise tax revenue is calculated at $28/gallon. Gallons sold are based on

an annual 3,8% increase over each prior year, which represents the average annual

increase in gallons sold from FY 2014-15 to FY 201-7-1B.

o FY 2022-23: Excise tax revenue is calculated at $28/gallon. Gallons sold assume a

2\o/o increase over the prior year, based on research conducted by the NCGA Program
Evaluation Division in the process of researching its report "Changing How North
Carolina Controls Liquor Sales Has Operational, Regulatory, and Financial
Ramifications," dated 2/1,1,/201,9.The 28o/o growth rate was applied to FY 2022-23
because this represents the first full year of implementation.

o FY 2023-24: Excise tax revenue is calculated at $28/gallon. Gallons sold are based on

an annual 3.8% increase over the prior year,

[$ in Millions]
FY 2019-20 FY 2020-21 FY 202t-22 FY 2022-23 FY 2023-24

Excise Tax Generated
Current Law

PCS to H971

Excise Tax Change

275.7

275.7

294.3

294.3

$

3L4.1

449.9

335.3

575.9

$ 240.5

357.9

597.6

$ $ 13s.7 $ 239.7

The proposed legislation increases excise tax receipts by $240,5 million in the first full year of
implementation; the increase over current law drops off slowly in future years. As discussed in later
in this memo, some of the new excise tax revenue will be distributed to local governments,

State and Local Revenue Generated From Sales Taxes

Under current law, retail sales of spirituous liquor are subject to the State's combined general rate

of tax (i.e.,7o/o) and are not subject to local sales taxes. Under the bill, retail sales of spirituous liquor
would be subject to the State's 4.75o/o general sales tax rate, plus the applicable local rate. County

sales tax rates range from2o/oto 2.50/o; this analysis uses the Statewide weighted average local rate

of 2.27o/o. The analysis assumes that B0% of sales are retail sales, based on actual North Carolina

liquor sales data.

To estimate the fiscal impact of the sales tax change, this memo compares projected sales tax
revenue under current law and the proposed legislation:

. Current Law Revenue Proiection: State sales tax revenue under current law is projected

based on the prior year revenue's plus 6.6% growth, which represents the average annual
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a

a

revenue growth from FY 20I4-tS toFY 20L7-18. There is no local sales tax generated under
current law,

Proposed Legislation Revenue Proiection:
o FY 2019-20 and FY 2020-2I: Same as current law, because Section 26 of the bill is

effective July 1, 202L.

o FY 2021-22 and beyond: The State tax is calculated by applying the State's 4.75o/o
sales tax rate (or, to calculate local sales tax revenue, the weighted average 2.27o/o
rate) to the sum of:

iil

(iD
(iiil

(ivJ

800/o of the annual cost of goods, as estimated based on the average annual
growth in cost of goods from FY 201.3-14 to FY 20L7-18
B0%o of the excise tax proceeds previously calculated for the given year
An average 200lo wholesaler markup applied to the total of items [i) and (iiJ,
based on industry standards obtained from the Distilled Spirits Council, and
An average 20o/o retailer markup, applied to the total of items (i) through (iiiJ,
based on industry standards obtained from the Distilled Spirits Council.

Proiected Local Salei fax Revenue1$inrvtilliorrg
FY 2019-20 FV 2020-21 FV 2021-22 Fy 2022-23 Fy 2023-24

Local Sales Tax Generated
Current Law

PCS to H971 31.3 35.9 37.B
Local Sales Tax Change $ $ $ sr.g $ 35.9 $ ez.e

State and Local Revenue Generated From Mixed Beverage (MXB) Charges
Under G.S. L88-804.(bl.(Bl and (9), a charge of $20 per 4liters applies to sales of spirituous liquor
(i) to a mixed beverage permittee for resale in mixed beverages, and (iiJ to a guest room cabinet
permittee for resale.

Section 23 of the bill repeals these charges effective fanuary 1,2022,6 months after the luly 1,2021,
effective date for the tax and appropriation changes found in Section 26 of the bill. To estimate the
fiscal impact of the repeal, this memo compares projected revenue under current law and the
proposed legislation:

Current Law Revenue Proiection: Revenue from MXB charges is based on the prior year
revenue's plus 5.6%o growth, which represents the average annual revenue growth from FY
2014-15 to FY 2017-18.

Proiected State Sales Tax Revenue inMillions)
FY 2023-24FY 2019-20 FV 2020-21 Fy 202L-22 Fy 2022-23

State Sales Tax Generated
Current Law

PCS to H971

72.1

72.L

76.8

76.8

81.9

65.5

(16.41 $

87.3

75.t
(L2.21 $

93.0

79.1.

(14.0)State Sales Tax Change $ $ $
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a Proposed Legislation Revenue Proiection:
o FY 201,9-20 and FY 2020-21: Same as current law

o FY 2021,-22: Revenue is calculated at 50% of the revenue under current law, due to
Section 23's fanuary L,2022 effective date.

o FY 2022-23 and beyond: The charges are repealed as of January L,2022; thus, no

revenue will be generated after that date.

Under current law, the revenue from these charges is split between the State and local governments

as follows:
. 50o/o to the State General Fund
o 45o/o to local governments for multiple uses including substance abuse research, education,

and treatment, and
c 5o/o to the Department of Health and Human Services IDHHS) for substance abuse research,

education, and treatment.

To replace local revenue lost from the repeal of the MXB charge, the proposed legislation earmarks
a portion of the excise tax revenue for local governments and to DHHS.

Proiected MXB Charge Revenue ($ in Millions)
FY 2019-20 FY 2020-2L FY 202r-22 FY 2022-23 FY 2023-24

45.6
Mixed Beverage (MXB) Charges

Current Law

PCS to H971

MXB Revenue Change

36.7

36.7

38.7

38.7

40.9

20.5

43.2

$ $ $ (20.s) $ (43.2) $ (4!4)

Revenue Distributed

Tax Revenue Distributed to the State and Local Governments
The following table projects how the tax revenue described previously would be distributed under
current law and under the proposed legislation for the next five fiscal years. This distribution is

explained after the table.
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Proiected Tax Revenue Distribution ($ in Millions)
FY 2019-20 Fy 2020-2L Fy 202L-22 Fy 2022-23 Fy 2023-24

Current Law

Local Uses:

Rehabilitation
Sub. Abuse Research/Ed.
Law Enforcement
I l-- --^ -r--: -!^ Iulll estl lLLcu

S"ntot"tt t*t

State Uses:

DHHS

ABC

General Fund
Subtotal: State

2.0

21..2

238.7
267.9

2.L

23.2

252.4
277.7

2.3

25.3

266.8
294.4

2.4

27.7
282.0

372.7

2.5

30.3

297.9

330.7

3.5

14.5

9.6
6A 6

122^5

3.6

15.2

1.0.0
1Aa.t

1:n-l

3.8

L6.L

10.5
1441

L4r^5

4.0

L6.9

10,9
1'ta i

15sj.

4.1.

L7.8

L7.4
141 I

16,5,
Current Law Total
Revenue Distributions 436.9 465.8384.4 409.8 496.6

Proposed Legislation

Local Uses:

Rehabilitation
Sub. Abuse Research/Ed,
Law Enforcement
Unrestricted from State Excise
Unrestricted from Local Sales Tax

Subtotal: Local

State Uses:

DHHS

ABC

General Fund
Subtotal: State

2.0

2t.2
238.7

267.9

2.L

23.2

252.+
277.7

3.0

8.5

466.7
478.2

3.0

8.5

485.9
497.4

4.0

8.5

379.2

397.7

3.5

14.5

9.6

94.9

0.0

722.5

3.6

1.5.2

10.0

1.03.2

0.0

732.7

6.6

25.1

18.0

94.5

31,.3

775.5

6.9

25.9

19.0

120.9

35.9

208.6

7.2

26.9

t9.7
1.25.5

37.8

217-1
PCS to H971Total
Revenue Distributions 3A4.4 s67.2 714.5409.8 686.8

Change From Current to Proposed
State Uses

Local Uses

0.0

0.0

0.0

0.0

97.3

33.0
166.1.

54.9

166.7

51.1

Revenue DistributedNet Change in 0.o

a Current Law Distributions:
o State: Distributions to DHHS and ABC were calculated based on the prior year's actual

distribution plus growth, and the growth rate used was the average annual growth
rate of that line item from FY 201.4-15 to FY 20L7-18 [e.g., DHHS: 5.Bo/o; ABC,9.40/o).
State General Fund revenue is projected as the total revenue from sales and excise

r:::-1
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o

taxes and mixed beverage charges remaining net of all other State and local

distributions.

Local: Distributions for Rehabilitation, Substance Abuse Research and Education, Law

Enforcement, and for unrestricted uses were calculated based on the prior year's

actual distribution plus growth, and the growth rate used was the average annual

growth rate of that line item from FY 201,4-1,5 to FY 20L7-1.8 (respectively: 4.30/o,

5.4o/o, 4.3o/o, and 8. 7%).

Proposed Legislation Distributions:
o State: Effective fuly L, 202!, the PCS sets the distribution to DHHS at $3 million

annually and to ABC at $8.5 million annually. For these years, State General Fund

revenue is calculated as total excise and State sales tax remaining after all other State

and local distributions.

In addition, for FY 2027-22 only, State General Fund revenue includes 50% of MXB

charges generated for the fiscal year and the DHHS distribution includes 5% of MXB

charges, based on the formula found in current law, This revenue source is repealed

effective fanuary 'J.,2022, six months after all other tax changes are effective.

o Local: Distributions are based on statutory formulae found in the bill draft.
Specifically, 30o/o of State excise tax collections must be shared with local

governments, Of those funds,4%o must go to Rehabilitation, t\o/oto Substance Abuse

Research and Education, and llo/otolaw Enforcement. The remaining7}o/ois shown
in the table as unrestricted,

In addition, for FY 2021-22 only, local distributions include 45o/o of MXB charges

generated for the fiscal year, based on the formula found in current law. These

distributions have been allocated proportionally between the rehabilitation,
substance abuse, and law enforcement expenditure projections'

TncHrurcRt CoNSIDERATIoNS

Section 21: This section eliminates G.S. 188-501, which creates Local ABC officers and specifies

their jurisdiction, powers, and responsibilities, As a result, there is no clear regulation or
requirements for the funding provided to local law enforcement to enforce the alcohol laws in
Section 26.

Section 23: This section eliminates Article B of Chapter L8B, which includes charges on liquor sold

for use in mixed beverages; the section also directs how this revenue is to be generated. Because

this section is effective f anuary 1,,2022, mixed beverage charges will still apply until that time and

the revenue will be distributed, as directed in current law, to the State General Fund, to DHHS, and

to local governments, However, the bill also sets the State appropriation to DHHS at a flat dollar
amount in Section 26 of the bill, which is effective fuly 1, 2021"

o
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In short, there is some uncertainty about the overlap period from fuly L,202I until December 31,
2021', and subsequent versions of the PCS or bill may need to address this overlap period in more
detail, to ensure that any revenue generated by MXB charges may legally be distributed as intended,

Section 26, amendments to G.S. 105-113.82: This section is effective fuly 1, 202L anddirects that
30% of the prior twelve months' excise tax revenue be distributed to local governments. The section
may need phase-in language for the first year of implementation. As the PCS is currently drafted,
the March 3L,2022, excise tax revenue on spirituous liquor collected "during the preceding12-
month period ending March 3L" will represent only 9 months of tax proceeds (i.e., from the tax's
effective date of 7 /I/2021through 3/31/2022).

Dera SouRcEs

ABC Commission; Department of Public Safety - Alcohol Law Enforcemenq North Carolina General
Assembly - Program Evaluation Division; North Carolina Department of Revenue; the Distilled
Spirits Council,

Frscer Aruerysts MEruoRaruDUM - Punposr AND LIMITATToNS

This document is a fiscal analysis of a bill, draft bill, amendment, committee substitute, or
conference committee report that is confidential under Chapter I20 of the General Statutes. The
estimates in this analysis are based on the data, assumptions, and methodology described in the
Fiscal Analysis section of this document, This document only addresses sections of the bill that have
projected direct fiscal impacts on State or local governments and does not address sections that
have no projected fiscal impacts. This document is not an official fiscal note. If a formal fiscal note is
requested, please email your request to the Fiscal Research Division at
FiscalNoteRequests@ ncl eg.n et or call (9 19) 7 33-49 1,0.
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Houset?ages
Assignments

Tuesday, July 23,2019
Session: 1:00 PM

Speaker Tim Moore
Rep. Svdnev Batch
Speaker Tim Moore

Rep. Stephen M. Ross

Rep. C. Ray Russell

M
Rep. Donna McDowell

White
Rep. James Gaillard

Rep. Jason Saine

Member
Rep. Jason Saine
Rep. Kevin Corbin

Speaker Tim Moore
Rep. Chris Humphrey

--!

Comments

Jasmine Scott
Caroline Singleton

Colin Jones

Nathaniel Moore

William Carney

Carson Daly
Christa Dozier

William Carney
Jakob Cress
Avery Houck
Anna Jones

Jillian Russert

Rrnnke Wrio.b#

Staff

4:00 PM

3:00 PM

Time
11:00 AM

1228t1327

--

1228t1327

Room
421

D
Alcoholic Beverage

Control

Rules, Calendar, and
Operations of the House

Gommiftee
Education - Universities
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North Carolina General AssemblY

Alcoholic Beverage Control

2019-20 Session

Chair(s)

Representative Jamie Boles
Representative Chuck McGradY

Co-Chair(s)

Representative Susan Fisher
Representative Jon Hardister

Dina Long
Kimberly Neptune

2020 sh esslon.The Committee did not meet d

Signed Committee Chairman
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