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Cct. 22, 20030

Chi ef, Regul ations and Procedures Division

Tax and Trade Bureau

PO Box 50221

Washi ngton, D.C. 20031-0221

RE: OTTB Noti ce #4, Flavored Malt Beverages and Rel ated Proposals (2001R-136P)

Dear Sir or Madam

Home Brew Shop LTD, 225 W Main St., Saint Charles, IL, supports the proposed regul ations
for products marketed as flavored nalt beverages (FMBs), as set forth by the Tax and Trade
Bureau (TTB) in TTB Notice No. 4 of March 2003.

It is appropriate that the limt of alcohol in a “beer” lerived fromdistilled sprits be limted to
0. 5% al cohol by volunme. The 0.5% al cohol by volune limt is the standard for determ ning the

tax status of beer, wine and fruit flavored concentrates as well as juices and sodas that

contain small anpunts of alcohol. The 0.5%standard is fair across the board for all beverages,

and should apply to FMBs with added flavors as well.

The manner of FMB production described in Notice No. 4 avoids many of the costs associ ated
with the volune demands of beer production and storage, and enjoys an unfair conpetitive
advant age over traditional and craft brewers. | commend the TTB on recogni zi ng t he

i mbal ance and the need to propose regul ations.

The TTB proposal asks for comment on alternative standards, such as whether the standard
shoul d be |l ess than 50 percent of the final alcohol derived fromspirits addition. This
alternative limt would create a huge disruption to state governments who currently have
regulations mrroring the federal standards.

Craft and regional brewers along with brewpubs have hel ped create many successful business
opportunities over the past twenty-five years, with brewers found in every state, every nmjor
metropolitan area, and many snall towns and enpl oying tens of thousands nore people in

smal | businesses. This is the type of industry that the federal governnent should foster and
protect. An allied trade of naltsters, hop growers, yeast producers, equipnent manufacturers,
specialty product manufacturers, distributors and consultants has grown with the industry. The
nunber of microbreweries closing since the arrival of the newer varieties of FMBs has
exceeded the nunber of microbreweries opening, reversing the trend and weakeni ng the

industry. This fact has made for difficult years in the allied industry, resulting in business
cl osures, layoffs and decreased revenue for the allied trade.

It is interesting to note that many products now classified as FMBs do not have a malt
conponent when produced in and for other countries. In the United States, however,

conpani es are obtaining substantial tax and regul atory benefits using a mnimal anmpunt of
malt. The preanble to Notice No. 4 indicates that TTB is aware of this business strategy. It
significantly reduces the agricultural products used in the brew ng process, and it adversely
af fects many suppliers of goods and services to the brew ng industry.

In summary, our conpany supports the proposed “0.5% standard” for FMBs for reasons of
fairness, to protect the beer industry and the allied trade and to protect the inmage of what the
general public considers beer.

Si ncerely,

Edward J. Seaman Presi dent



