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Background

Calendar Year 2008 Statistics:
e Received:

— 1,169 importer applications
— 1,882 wholesaler applications

e [ssued:
— 849 importer basic permits
— 1,531 wholesaler basic permits



Background (Continued)

 Total Regulated Beverage Industry Members
(as of May 2009):

— Importers — 9,673

— Wholesalers — 17,547
— Wineries — 6,589

— DSP - 656

— Breweries — 1,871



Overview

Wholesaling defined

Need for wholesaler basic permit
Original qualification

TTB screening and investigative process
Reporting changes after qualification
Changes of control and/or ownership
Frequently Asked Questions (FAQs)
Presentation referrals



Definitions

e 27 CFR 1.10 defines:

— Resale at wholesale. A sale to any trade buyer

— Trade buyer. Any person who is a wholesaler or
retailer of distilled spirits, wine, or malt beverages



Need for Permit

Why do | need a Federal wholesaler basic permit?
e 27 CFR 1.22 reads:

— No person, except pursuant to a basic permit issued under
the Act [FAA Act], shall:

e (a) Engage in the business of purchasing for resale at wholesale,
distilled spirits, wine, or malt beverages; or,

e (b) While so engaged, receive, sell, offer or deliver for sale,
contract to sell, or ship in interstate or foreign commerce, directly
or indirectly or through an affiliate, distilled spirits, wine, or malt
beverages so purchased.



Original Qualification



Original Qualification

e TTB F 5100.24 — Application for Basic Permit
Under the Federal Alcohol Administration Act

e TTB F 5630.5(d) — Alcohol Dealer Registration



Original Qualification (continued)

e Common errors on application:

OC
OC
OC
OC
OC
OC
OC

k 1 — Entity Name/State Organized
K 4 — Operating Name

kK 5 —Labeling Trade Name

k 8 — Titles/Source of Funds

< 9 — Social Security Number

k 11 — Charges/Convictions

< 12 — Title/Original Signature
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Original Qualification (continued)

Signing Authority:

e Person signing Application for Basic Permit,
B F 5100.24, must have signature authority

e TTB F 5100.1 - Signing Authority for Corporate
and LLC Officials

e TTB F 5000.8 — Power of Attorney

e Corporate Document specifying signature
authority




Original Qualification (continued)

 These additional forms are only submitted
as needed:

— TTB F 5000.8 — Power of Attorney

— TTB F 5000.9 — Personnel Questionnaire



TTB Screening and Investigative
Process



TTB Screening and Investigative
Process

Application is submitted to National Revenue Center (NRC) in
Cincinnati, OH

Specialist will review application and background check
results

Specialist will contact you to correct any errors and obtain any
missing information

Required information:

— Legible photocopy of Driver’s License or official State ID
card of primary contact person who will be interviewed by
phone by TTB regarding application



TTB Screening and
Investigative Process (continued)

e Specialist will conduct in-depth
phone interview

e Application may be referred to Trade
Investigations Division for onsite inspection

e Recommendation and decision on final action
(approval, denial, abandonment) made and
taken by NRC



Reporting Changes after Original
Qualification



Reporting Changes after Original Qualification

* Filed with NRC on either Letterhead or
TTB F 5100.18:
— Change of Address/Location
— Change of Entity Name/Operating Name
— Addition/Deletion of Trade Names
— Addition/Deletion of Commodities

— Addition/Deletion of Officers, Directors,
Shareholders, Members, etc.

 Must be sighed by someone with signhature authority
on file



Reporting Changes after Original Qualification (continued)

e Basic permit cancellation:
— Filed with NRC on Letterhead

— Must be signed by someone with signature
authority on file

— Surrender original basic permit or statement basic
permit cannot be located and will submit when/if
found



Changes in Control and/or
Ownership



Change(s) in Control

e Change in legal control occurs when there has been
change in ownership of majority interest (over 50%)
of shares in voting stock of corporation

 Change in actual control is broader — these are
changes in who actually manages or controls affairs
of business

e Basic permits are not transferrable! Must file new
TTB F 5100.24 within 30 days of change



Change(s) in Ownership

 Change in ownership occurs when company’s
business is purchased, and includes change in
business entity type (e.g., sole proprietor to
corporation, etc.); existing entity no longer owns
business

 Change in ownership can also be change in actual
control

e Basic permits are not transferrable! Must file new
TTB F 5100.24 within 30 days of change



Frequently Asked Questions



Frequently Asked Questions (FAQS)

e How Long Does it Take to get
my Permit?

— NRC tries to process all applications
within 65 days of receipt

— Could take longer if application has problems or
application is investigated



FAQS (Continued)

e Can | Wholesale and Import?

— Okay at Federal level but must first obtain
importer basic permit and label approval

— State issue — Check with Alcohol Beverage
Control (ABC) Board

— Federal law cannot usurp State law; must be
compliant with all State laws and local ordinances



FAQs (Continued)

e Are There Other Issues | Should be Concerned with?
— State ABC licenses

— FDA — Bioterrorism Act (www.fda.gov); if product comes
to rest (warehouse) must be registered

— Zoning — you must be in compliance with local zoning
ordinances

— Bottom line — Federal law cannot usurp State law; must
be compliant with all State laws and local ordinances


http://www.fda.gov/�

FAQs (Continued)

Can | Operate out of my House?
— Okay at Federal level
— State ABC may or may not allow it

— Bottom line — must be compliant with all State
laws and local ordinances



FAQs (Continued)

Can | Sell Into all 50 States?

— Federal basic permit allows you to sell
into all States

— BUT — State law may allow/prevent you
depending on your circumstances

— ALWAYS — check with each State you plan on
selling in

— ABC Boards link at www.ttb.gov (Distilled Spirits Tab >
Alcohol Beverage Control Boards under Quick Links)



http://www.ttb.gov/�

FAQs (Continued)

* Do wholesalers pay Federal excise tax? No!
Cost passed on from manufacturer/importer.

e Wholesaler — already paid

by importer or
manufacturer

* Importer —pay to U.S.
Customs

e Distilled Spirits:
$13.50 proof gallon

e Beer: $18.00 per barrel

Wine:

<=14% — $1.07 wg
>14% <=21% — $1.57 wg
>21% <=24% — $3.15 wg
Artificially

carbonated — $3.30 wg

Champagne and
Sparkling — $3.40 wg



FAQS (Continued)

e What are the Requirements for
Hard Cider?

— Still wine derived primarily from apples or apple
concentrate and water

— Containing no other fruit products, and containing
at least %2 of 1%, and less than 7%, alcohol by
volume

— FET — 22.6 cents per wine gallon

— No Federal basic permit required to wholesale or
iImport



FAQs (Continued)

« What about Recordkeeping?

— Receipts and records must be retained for not less
than 3 years

— Available, during business hours, for investigation

— 27 CFR, Part 31 — Alcohol Beverage Dealers
e Subpart O, 88 31.221 — 31.238



FAQs (Continued)

e Do Wholesalers ever Need a COLA?

— Yes, when relabeling
Otherwise:

— Importer or manufacturer applies
for label approval

— Custom Crush — Winery obtains COLA



FAQs (Continued)

e Where Are my Permits Processed?

— Permit applications are processed at NRC

— Address:
550 Main Street, Ste. 8002
Cincinnati, OH 45202-5215



FAQs (Continued)

 How much Special Occupational Tax (SOT) do
| Owe?

— Importers and wholesalers are no longer required
to pay SOT — Congress permanently repealed
payment

— Still required to file TTB Form 5630.5(d), Alcohol
Dealer Registration, when beginning business, any
time there is change such as address or
ownership, or discontinuance of business



FAQs (Continued)

* Do | Renew my Basic Permit?
— No! Basic permits are not renewed

— Permits stay in effect until suspended, revoked,
annulled, voluntarily surrendered, or
automatically terminated (e.g., when there is
change in ownership or control)



FAQs (Continued)

e How can | Access Federal Laws and Regulations?

— On www.ttb.gov under Information by Topic, click on
United States Code or Code of Federal Regulations under
Laws and Regulations

— U.S. Code —Title 26 Internal Revenue Code

— U.S. Code —Title 27 Intoxicating Liquors
Chapter 8 — FAA Act

— CFR Title 27 — Alcohol, Tobacco Products and Firearms



http://www.ttb.gov/�

FAQs (Continued)

Which Regulations Pertain to Me?
— 27 CFR ...

* Part 1 —Basic Permit Requirements
under FAA Act

e Part 28 — Exportation of Alcohol

e Part 31 — Alcohol Beverage Dealers



FAQs (Continued)

Which Laws Pertain to Me?

— Title 27, United States Code, Chapter 8, Federal
Alcohol Administration Act, Sections 201 — 212

— Title 26, Internal Revenue Code



FAQS (Continued)

* Dol Need a Basic Permit for my Storage
Warehouse?

— No —if you just store product there, you are not
required to get basic permit

— Yes — if you make sales or invoice there, you would
then be required to obtain basic permit for that
location

— Exception — some States require basic permits for
bailment warehouses in control States (e.g., North
Carolina and Ohio)



FAQS (Continued)

 Can | Direct Ship into Other States?

— State issue — you must check with each State’s
ABC you ship into or through

— Liguor Law Repeal and Enforcement Act
(Webb-Kenyon Act) prohibits shipments of alcohol
beverages from one State into another State in
violation of any law of the receiving State
(27 U.S.C. 122)

— See Industry Circular 1996-3
— See ATF Ruling 2000-1



http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=browse_usc&docid=Cite:+27USC122�

FAQs (Continued)

e What about Internet Sales?

— State issue

— See Industry Circular 1996-3



FAQS (Continued)

e Where Can | Get the Forms | Need?

— On www.ttb.gov, click on the FORMS link on
left side of our homepage

— Then, “View All TTB Forms” or select by
“Commodity” or “Frequently Requested
TTB Forms”


http://www.ttb.gov/�

FAQs (Continued)

* Dol Need a Power of Attorney?

— Yes, if you wish to sign documents or act on behalf
of applicant or permit holder

— Signing authority is usually authorized by articles
of incorporation, bylaws, board of directors,
partnership agreements, or operating agreements



Presentation Referrals

e \We recommend that you attend some other
Expo presentations related to wholesaling:

— Alcohol Importing
— Export Documentation — Alcohol
— TTB Audits and Investigations

— FDA — Bioterrorism



Contact Us

National Revenue Center:
1-877-882-3277

Brewery & Wholesaler/Importer
Applications Section:

(513) 684-3337

www.ttb.gov



http://www.ttb.gov/�
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