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TTB Contact List

Alcohol and Tobacco Tax and Trade Bureau (202) 453-2000

1310 “G” St., NW; Washington, DC 20220

Advertising, Labeling and Formulation Division (202) 453-2250
Toll Free: (866) 927-ALFD (2533)

Applications for Label (“COLA”) and Formula Approvals should be sent
to ALFD at the address shown above in Washington, D.C.

Registration information for COLAs ON-LINE: (866) 927-ALFD (2533)
Regulations & Rulings Division (202) 453-2265
International Trade Division (202) 453-2260
TTB National Revenue Center (NRC)
Federal Office Building (513) 684-3334
550 Main Street, Room 8002 Toll Free: (877) 882-3277

Cincinnati, OH 45202-3263
ttbwine@ttb.gov

Applications, Correspondence and Operations Reports from Distilled Spirits Plants,
Breweries, Wineries, Tobacco Products Manufacturers, Wholesalers and Importers
should be sent to the NRC.

Registration information for PAY.GOV: (877) 882-3277

Excise Tax Returns should be sent to:
TTB — Excise Tax
P.O. Box 790353
St. Louis, MO 63179-0353

Questions regarding laboratory matters should be directed to:
Compliance Laboratory, Walnut Creek, CA
Telephone: (513) 684-3356 Fax: (202) 453-2758

Wine Trade & Technical Advisor Mari Kirrane (513) 684-3289
E-mail mari.kirrane@ttb.gov

Wine Industry Analyst Perky Ramroth (513) 684-3287
E-mail persis.ramroth@ttb.gov

TTB WEBSITE: www.ttb.gov
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Trade Investigations Division
Bob Angelo, Director
Steve Taylor, Deputy Director
(202) 453-2272
1310 “G” St, Ste. 200W; Washington, DC 20220

Western | Al Pederson, District Director
(513) 684 2481
Central and Southern California, Nevada

Western Il Kenneth Klein, District Director
(513) 684-2491
Alaska, Hawaii, Washington, Oregon, Northern California

Mountain District Glen Tischler, District Director
(513) 684-2730

Idaho, Montana, North Dakota, South Dakota, Minnesota, Wyoming, Nebraska,
lowa, Utah, Colorado, Kansas, Missouri, Arizona, New Mexico, Oklahoma, Texas

Midwest District Jerry Cajka, District Director
(513) 684-3019
Wisconsin, Michigan, lllinois, Indiana, Ohio, Kentucky, West Virginia, Virginia

Northeast District Steve Albrecht, District Director
(202) 453-3144

Maine, Vermont, New Hampshire, New York, Massachusetts, Pennsylvania,
Maryland, District of Columbia, Rhode Island, Connecticut, New Jersey, Delaware

Southeast District Ginger Davis, District Director
(202) 453-3117

Arkansas, Louisiana, Mississippi, Alabama, Tennessee, Georgia, Florida, South
Carolina, North Carolina

Puerto Rico Operations Lottie Cifuentes, District Director
(202) 453-3164
Puerto Rico
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Federal Laws

Internal Revenue Code: Title 26 United States Code, Chapter 51
Federal Alcohol Administration Act: Title 27 United States Code, Chapters 6 and 8

‘% The federal laws pertaining to the wine industry are found on TTB’s website
and may be down-loaded without cost:

http://www.ttb.gov/other/statutes.shtml

Federal Regulations

Title 27 — ALCOHOL, TOBACCO PRODUCTS AND FIREARMS

The wine industry is governed by numerous Federal Regulations. Members of the
wine industry need to be familiar with the regulations which govern their industry.

The regulations are found in Title 27 of the Code of Federal Regulations. The
primary parts which pertain to the wine industry are listed here:

Part 1
Part 4
Part 6
Part 8
Part 9
Part 10
Part 11
Part 12
Part 13
Part 16
Part 24
Part 27
Part 28

Basic permit requirements

Labeling and advertising of wine

Tied House

Exclusive Outlets

American Viticultural Areas

Commercial Bribery

Consignment Sales

Foreign Nongeneric Names of Geographic Significance
Labeling Proceedings

Alcoholic beverage health warning statement
Wine

Importation of Distilled Spirits, Wine and Beer
Exportation of Alcohol

J@ The Federal Regulations related to the Wine Industry are found on TTB’s
website and may be down-loaded without cost:

http://www.tth.gov/wine/wine regs.shtml

A bound copy of Title 27 may be purchased from the Government Printing

Office:

http://bookstore.gpo.gov/
Toll-Free: 1-866-512-1800
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We encourage you to familiarize yourself with the primary parts of the Federal
Regulations that pertain to the Wine Industry.

Wine — 27 CFR Part 24

Subpart A Scope

Subpart B Definitions

Subpart C  Administrative and Miscellaneous Provisions
Subpart D  Establishment and Operations

Subpart E  Construction and Equipment

Subpart F Production of Wine

Subpart G Production of Effervescent Wine

Subpart H  Production of Special Natural Wine
Subpart | Production of Agricultural Wine

SubpartJ  Production of Other than Standard Wine
Subpart K Spirits

SubpartL  Storage, Treatment and Finishing of Wine
Subpart M Losses of Wine

Subpart N Removal, Return and Receipt of Wine
Subpart O Records and Reports

Basic Permit Requirements under the Federal Alcohol

Administration Act — 27 CFR Part 1

Subpart A Scope
Subpart B Definitions
Subpart C  Basic Permits
Subpart D Nonindustrial Use of Distilled Spirits and Wine
Subpart E  Bulk Sales and Bottling of Distilled Spirits
Labeling and Advertising of Wine — 27 CFR Part 4
Subpart A Scope
Subpart B Definitions
Subpart C  Standards of Identity for Wine
Subpart D  Labeling Requirements for Wine
Subpart E  Requirements for Withdrawal of Wine from Customs Custody
Subpart F  Requirements for Approval of Labels of Wine Domestically Bottled or
Packed
Subpart G Advertising of Wine
Subpart H  Standards of Fill for Wine
Subpart | General Provisions
SubpartJ  American Grape Variety Names
Subpart K Use of the Term “Organic”
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Wine Premises Applications and Amendments

After starting business as a bonded winery or bonded wine cellar, you may need to
notify TTB about changes among the people who own or control your company, or
about the business you conduct, or changes you wish to make at the wine premises.
The forms you will need to submit for each type of change are listed below.

27 CER Part 1: 27 CER Part 24

Original Establishment

Original Qualification

Application to Establish and Operate Wine Premises Form 5120.25
Application for Basic Permit Form 5100.24 (not required for storage only)
Wine Bond Form 5120.36

Environmental Forms 5000.29 and 5000.30

Evidence of Signature Authority, if necessary

Statement that trade names were registered

Application for EIN, SS-4, if necessary

Organizational Documents, if necessary

Personnel / Ownership Changes

Change of Proprietorship
New owner files all “Original Qualification” documents.
Old owner files all “Termination” documents, listed below.

Change of Corporate Officers and Directors

Permittees: Immediate filing of Form 5100.18 and Amended Form 5120.25.
Non-Permittees: Amended Form 5120.25 and Form 5000.9 within 30 days of change.
Filing requirement for non-permittees may be waived by TTB for change of certain officers
not directly involved in wine premises operations. See 27 CFR 24.124.

Partnership Changes: Change of General Partners - Same as Original Qualification

Limited Partnerships: Change of General Partners — Same as Original Qualification;
Change of Limited Partners — Form 5100.18 and amended Form 5120.25, if +10% interest
held

Limited Liability Companies: Changes in Managing Member or Controlling Interest —
Same as Original Qualification
Change in Member(s) — Form 5100.18 and amended Form 5120.25

Change of Stockholders holding more than 10% of voting stock

Permittees: Immediate filing of Form 5100.18 and amended Form 5120.25

Non-Permittees: Amended Form 5120.25 with 30 days of change or letter notice annually on
May 1 in accordance with 27 CFR 24.123; Form 5000.9
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Change of Stock Control
Letter notice, filed immediately; Current Permit, surrendered for termination; Application
Forms 5100.24 and 5120.25 within 30 days of change

Changes at the Premises

Change in Location

Amended Form 5120.25 Current Permit Surrendered

Form 5100.18 to amend permit Environmental Forms 5000.29 and 5000.30
Superseding Bond Form 5120.36 or Consent of Surety Form 5000.18

Change of Address by the Post Office
Amended Form 5120.25
Current Permit surrendered; Form 5100.18 to amend permit

Change of Mailing Address
Form 5100.18 to amend permit

Change in Construction or Use of Buildings, including Ext./Curt. Of Premises
Letter to Director, National Revenue Center
Amended (updated) Form 5120.25 when next required for some other purpose

Establishment of Taxpaid Premises
Amended (updated) Form 5120.25

Non-Contiguous Extension of Premises
Amended Form 5120.25

Consent of Surety Form 5000.18
Environmental Forms 5000.29 and 5000.30

Alternation of Premises

Application Form 5120.25 with description of new operations

Consent of Surety Form 5000.18

Original Brewery, Distilled Spirits Plant, and/or Taxpaid Wine Bottling House application
Diagram

Alternation of Proprietors

Amended Form 5120.25 from Original Proprietor to depict alternation with the new
Alternating Proprietor

Complete Wine Premises qualification packet from new Alternating Proprietor
Diagrams from Original and Alternating Proprietors

Copy of contract between Original and Alternating Proprietors may be requested
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Name Changes

Addition of Trade Name Deletion of Trade Name
Letter Application or Letter Application or

Form 5100.18 with statement re: name of account Form 5100.18

and registration Form 5120.25 if not a permittee

Form 5120.25 if not a permittee

Change of Operating Name

Letter Application or Form 5100.18

Current Permit surrendered for amendment
Amended Form 5120.25

Other Changes

Signature Authority

Sole owners: Form 5000.8 for designated representative

Partnerships: Form 5000.8 for each partner and for representatives, as necessary
Corporations: Officers may be authorized as given in corporate minutes, resolutions, or on
Form 5100.1; Form 5000.8 for representatives, as necessary

Special Applications
Alternate method or procedure: Letter request
Modified form: Letter with sample of form

Change of Bond Amount
Strengthening or Superseding Bond Form 5120.36

Change of Bonding Company
Superseding Bond Form 5120.36
See List of Approved Sureties: http://www.fms.treas.gov/c570/index.html

Change of Bond from Cash Collateral to Surety Bond
Superseding Bond Form 5120.36

Change of Bond from Surety to Cash Collateral
Superseding Bond Form 5120.36
Cashier's Check or Money Order

Bankruptcy

a) Continuance of operations under a court appointed trustee:
Trustee: File all documents listed under “Change in Proprietorship.” Application must be
approved before operations can continue.
Proprietor: Notify TTB immediately and alert Trustee of Trustee’s reporting requirements
given in 27 CFR 24.125.

b) Discontinuance of operations as a result of bankruptcy:
Proprietor files documents for “Termination.”
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Receivership

a) Wine premises taken over in receivership:
Receiver: File all documents listed under “Change in Proprietorship.” Application must
be approved before operations can continue.
Proprietor: Notify TTB immediately and alert Receiver of Receiver’s reporting
requirements given in 27 CFR 24.125.

b) Wine premises transferred to a new owner when it leaves receivership:
Receiver: File documents for “Termination.”
New owner: File all documents listed under “Change in Proprietorship.” Application
must be approved before operations can continue.

Establishment of Bonded Wine Warehouse for Credit Purposes
Letter application from applicant in accordance with 27 CFR 24.108
Signed statement from proprietor of bonded wine premises

Consent of Surety

Termination

Letter Notice of Discontinuance

Current permit surrendered for termination

Final Report Form 5120.17

Final excise tax return Form 5000.24, as necessary
Certification that exports have been cleared, as necessary

Who should I notify if I have any of these changes?
Please write or call your TTB Specialist at the National Revenue Center:

Alcohol and Tobacco Tax and Trade Bureau
Attn: Wine Applications Unit
550 Main Street, Room 8002
Cincinnati, OH 45202

Telephone: (513) 684-6882
Toll Free: (877) TTB-FAQS
E-Mail: ttbwine@ttb.gov
Fax: (513) 684-2226

‘/Ej Can | obtain the forms from the TTB website?
You can find all of the TTB forms listed above on our website:
http://www.tth.gov/wine/forms.shtml
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Application to Establish and Operate Wine Premises
Form 5120.25

This Internal Revenue Code application describes the physical layout of the bonded wine
premises and the wine operations that will be conducted. Most of the questions about the
premises and operations are listed on the back of the form, and should be answered on
separate paper. All bonded wine premises must have an up-to-date Application Form
5120.25 on file with TTB.
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Application Form 5120.25, continued: Answer the “Attached Statements and
Documents” questions on a separate piece of paper (use as many as necessary).
Number the pages, and attach the pages to the Application.
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Here is an example of how the “Attached Statements and Documents” questions on
the back of Form 5120.25 can be answered:

Hazelnut Spring Winery - 1191 Outlook Road, Hazelnut Spring, CA 9xxxx
TTB Form 5120.25, S/N 1

1. Business Organization: This winery is a partnership, Linda K. Freeman and
Frederick M. Johnstone, 50% - 50% partners.

2. Wine Premises: The wine premises is to be located on 30 acres of vineyard
property owned by the partnership. The address is 1191 Outlook Road, Hazelnut
Spring, CA 9xxxx. The property is approximately 4 miles north of the Hazelnut
Spring Post Office, off Hwy. 2. The wine premises is at the end of the driveway; the
point of commencement of the wine premises is the southeast corner of the building.

From the point of commencement, proceed west 90’ to the southwest corner of the
building, thence 180’ north, thence 90’ east, thence 180’ south to the point of
commencement. The entire building will be used for winery operations. There are
no adjoining buildings.

One other building on the property is used for storage of agriculture equipment. It
measures 110’ by 70°. There is also the 1850 sf private residence of one of the
partners.

The wine premises is a one-story building of wood construction with concrete floors.
It is used for the production, bottling and storage of wine. There are two personnel
doors, one near the southwest corner of the building, and one near the center of the
north side of the building. There are six windows. All doors and windows are
equipped for locking, and an alarm system is activated when the property is
unoccupied.

With this application, we elect to establish the entire winery as Taxpaid Wine
Premises. We will segregate taxpaid wine from untaxpaid wine, and will identify the
taxpaid wine by affixing a sign on the cases or pallets which will prominently read,
“TAXPAID.”

We do not plan to alternate any parts of the premises at this time.

[Page 1]
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3. Disclosure: Yes.

4. Trade Names: Additional trade names are listed on our application for a Basic
Permit. They were registered with the County Clerk.

5. Spirit Operations: None.

6. Bonds and Permits: FAA Basic Permit is being applied for. Bond is TTB Form
5120.36, effective date 2/3/09 in the amount of $2,000.00. Surety is EverSafe
Surety.

7. Volatile Fruit-Flavor Concentrate Operations: None.

8. Other Operations: None.

[Page 2]
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When the information given on a previous application Form 5120.25 needs to be
changed, submit a new cover sheet with the next serial number, and the attachment
page(s) with the updated information. Here is an example of an amended
application and attachment sheet:
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Hazelnut Springs Winery - 1191 Outlook Road, Hazelnut Spring, CA 9xxxx
TTB Form 5120.25, S/N 2

2. Wine Premises (continued):

We are establishing with this application a non-contiguous extension of the 3\
bonded premises for barrel storage at 63 Middle Park Road, Hazelnut

Spring, CA 9xxxx. The wine will return to the main winery for bottling. Itis 1-%
miles from of the original wine premises and is owned by the partnership. The
building measures 110’ by 70'. It has one large sliding door and two windows,
all of which are equipped for locking.

We do not plan to alternate any parts of the premises at this time.

3. Disclosure: Yes.

4. Trade Names: Additional trade names are listed on our application
for a Basic Permit. They were registered with the County Clerk.

5. Spirits Operations: None.

6. Bonds and Permits: FAA Basic Permit Number is CA-W-15xxXx.

A superseding bond Form 5120.36, effective date 11/1/09 in the amount

of $25,000 and a Consent of Surety to extend the terms of the bond to the non-
contiguous warehouse are also being filed with this application.

Surety is EverSafe Surety.

7. Volatile Fruit-Flavor Concentrate Operations: None.

8. Other Operations: None.

[Page 2]

> (new)

(Changed)
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Application for Basic Permit Under the FAA Act
Form 5100.24

Companies that produce and/or blend wine are required to obtain a Basic Permit
under the Federal Alcohol Administration Act by submitting TTB Form 5100.24.
Bonded wine premises which are established to store untaxpaid wine, but not
produce or blend wine, are not required to obtain a Basic Permit.
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Application for Amended Basic Permit under the FAA Act
Form 5100.18

If the information originally submitted on Form 5100.24 needs to be corrected or
changed, submit Form 5100.18 to the National Revenue Center for processing,
along with the Basic Permit which needs correction.
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Request for Variance from Filing Certain Forms

Instead of completing Form 5100.18 each time you have a change to the Basic
Permit, you may request permission to send a letter to TTB which describes the
change. Here is an example of the letter which must be submitted and approved by
TTB:

Name of Company
Address
Telephone Number

Date
Director, National Revenue Center BW-XX-XXxXx
Alcohol and Tobacco Tax and Trade Bureau (XX-W-xxxX)

John Weld Peck Federal Bldg.
550 Main Street, Suite 8002
Cincinnati, OH 45202-3263

We request permission for a variance from regulations to file letterhead applications
in lieu of amended notices, registrations or applications on TTB forms for routine
changes such as:

Addition or deletion of trade name
Changes in corporate officers and directors

Thank you.

Sincerely yours,

(Name and title of person with signature authority)
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Sample Trade Name Letter

Here is an example of a letter that may be submitted to TTB to report a change to
the Basic Permit information, if your request for a variance from filing Form 5100.18
is approved:

Name of Company
Address
Telephone Number

Date
Director, National Revenue Center BW-XX-xxxX
Alcohol and Tobacco Tax and Trade Bureau (XX-W-xxxX)

John Weld Peck Federal Bldg.
550 Main Street, Suite 8002
Cincinnati, OH 45202-3263
Re: Trade Names

We wish to add the following trade name to our basic permit/registration:

Trade Name:
For the account of:

Registration Statement: This name was registered with the (xxxx) County Clerk’s
office on (date).

Permit and Registry Numbers: XX-W-xxxx; BW-XX-XXXX

We also wish to delete the trade hame “xxxxx” from our permit, as we are no longer
bottling with that name.

Sincerely yours,

(Name and title of person with signature authority)
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Wine Bond Form 5120.36

All bonded wine premises must maintain bond coverage on Form 5120.36 which has
sufficient operating and deferral coverage for the operations conducted at each

premises. The bond may be obtained through a Surety Company or by providing
TTB-approved cash alternatives.
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Wine Bond Instructions — TTB Form 5120.36

REGISTRY NUMBER: Assigned by TTB, BW/BWN/BWC (TTB will enter for
original bonds).

EFFECTIVE DATE: Date coverage will begin.

PRINCIPAL/OBLIGOR NAME AND PREMISES ADDRESS: Sole Owner enters his/her
name and operating trade name, if any; partnership enters names of all partners and
operating trade name, if any. Corporations and LLCs enter corporation’s or LLC’s hame
and operating trade name, if any. All Principal/Obligors must enter their premises
address. Location of wine premises may differ from business/mailing address. If there
is no street address, enter the physical location. Location of wine premises cannot be a
Post Office Box.

PRINCIPAL/OBLIGOR MAILING ADDRESS: Business or mailing address; may differ
from premises address. The mailing address may include a Post Office Box.

EIN: Employer Identification Number assigned by the Internal Revenue Service.

BOND KIND: “Original” — used only for new establishments or changes of ownership.
“Strengthening” — increases the existing coverage. “Superseding” — replaces the
existing coverage.

BOND COVERAGE:

e “Wine Operations” — covers tax liability of wine and wine spirits on hand and in transit
to premises. Operations coverage is determined by used the “Bond Worksheet.”
Use the appropriate tax rate for the premises.

e “Tax Deferral” — covers tax which has been determined, but not yet paid, on wine
removed from the bonded premises for consumption or sale, provided that up to
$500 of the operations coverage of a $1,000 bond and $1,000 of the operations
coverage of a bond of $2,000 or more may be applied to taxes that have been
determined, but not paid, on wine removed from the premises. If more than $1,000
Tax Deferral coverage is needed it can be shown in the Deferral dollar amount.

o “Total Penal Sum” — Wine Operations plus additional Tax Deferral coverage on this
bond.

BOND CATEGORY: (Select only one category and complete corresponding items to the
right of selection.) Surety Company must be a federally approved surety. See list of
approved sureties: http://www.fms.treas.qov/c570/c570.html#certified

Provide signatures as stated on Wine Bond TTB F 5120.36.

Evidence of Power of Attorney for Surety must be attached to each Surety Bond.
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A surety bond must be signed correctly by the principals of the company operating the
bonded wine premises and by the Surety Company. This page shows how the bond must
be signed by Sole Proprietors, Partnerships, Limited Liability Companies and Corporations.

Sole Owners

Witness our hands and seals this day of 20 __ Signed, sealed and delivered in the presence of -
.,"‘ "~,‘ CORPORATIONS/PARTNERSHIPS, OR LLCs:
& ., State in which principal/obligor organized:
: Impress g Impress principal/obligor's corporate or LLC seal or check the checkbox
- Surety .- below.
. .
seal o~ []he corporation/LLC has no seal.

By signing this document you acknowledge and agre to the terms and conditions described on page 2 of this form.

Surety Company Name Company Name
SURETY NAME PRINCIPAL/OBLIGOR NAME
Surety Bep s Signatare BY: Sole Owner'sy Signature
SURETY REPRESENTATIVE SIGNATURE PRINCIPAL/OBLIGOR REPRESENTATIVE SIGNATURE
Surety Rep's Name, Title Sole Owner's Name, Sole Owner
SURETY REPRESENTATIVE PRINTED NAME AND TITLE PRINCIPAL/OBLIGOR REPRESENTATIVE NAME AND TITLE
Witness #1's Signature
[ Alterations made on this bond before and after execution SIGNATURE, WITNESS 1 (if no seal)
were mde with the consent of the Principal and Weitneds #2'4 ASigmature
Surety OR Obligor SIGNATURE, WITNESS 2 (f no seal)

Partnerships

Witness our hands and seals this day of 20 __ Signed, sealed and delivered in the presence of -

R . CORPORATIONS/PARTNERSHIPS, OR LLCs:
R LY State in which princi i i
3 Impress g Impress principal/obligor's corporate or LLC seal or check the checkbox
w Surety ¥ below.
K Seal & . .
S,

., 5 [_Jhe corporation/LLC has no seal.

.

By signing this document you acknowledge and agre to the terms and conditions described on page 2 of this form.

Surety Company Name Company Name
SURETY NAME PRINCIPAL/OBLIGOR NAME
Saroty Bap's Sigrstare BY: Poartner's Signature
SURETY REPRESENTATIVE SIGNATURE PRINCIPAL/OBLIGOR REPRESENTATIVE SIGNATURE
Surety Rep's Name, Title Partner's Name, Partner
SURETY REPRESENTATIVE PRINTED NAME AND TITLE PRINCIPAL/OBLIGOR REPRESENTATIVE NAME AND TITLE
Witness #1's Signaturs
:IAIlerallonS made on this bond before and after execution SIGNATURE, WITNESS 1 (if no seal)
were mde with the consent of the Principal and Witness #2'8 Sigratnre
Surety OR Obligor SIGNATURE, WITNESS 2 (if no seal)

Limited Liability Companies

Witness our hands and seals this day of 20 __ Signed, sealed and delivered in the presence of -
Cae

& CORPORATIONS/PARTNERSHIPS, OR LLCs:
& Impress State in which principal/obligor organized:

Surety .

et impress principaliobligor's corporate or LLC seal or check Jig checkbox
below. o .
tanas [ he corporation/LLC has no seal. K kY
% LLCs Seal ¥

By signing this document you acknowledge and agre to the terms and conditions described on page 2 of this form. RSN
Surety Company Name Company Name
SURETY NAME PRINCIPAL/OBLIGOR NAME
Suraty Bap s Signature BY: LLC Rep's Signature
SURETY REPRESENTATIVE SIGNATURE PRINCIPAL/OBLIGOR REPRESENTATIVE SIGNATURE
Surety Rep's Name, Title LLC Rep's Name, Title
SURETY REPRESENTATIVE PRINTED NAME AND TITLE PRINCIPAL/OBLIGOR REPRESENTATIVE NAME AND TITLE
[ JAlterations made on this bond before and after execution SIGNATURE, WITNESS 1 (if no seal)
were mde with the consent of the Principal and
Surety OR Obligor SIGNATURE, WITNESS 2 (if no seal)

Corporations

Witness our hands and seals this day of 20 __ Signed, sealed and delivered in the presence of -

CORPORATIONS/PARTNERSHIPS, OR LLCs:
Impress State in which principal/obligor organized:

Surety

ooal Impress principal/obligors corporate or LLC seal or check Jgg checkbox
below. R o,
o *
I [JThe corporation/LLC has no seal. Company's %
Corporate ¥
Seal ¥
By signing this document you acknowledge and agre to the terms and conditions described on page 2 of this form. "..___.;"
Surety Company Name Company Name
SURETY NAME PRINCIPAL/OBLIGOR NAME
Surety Bep s Signatare BY: Corvporation Rep'y Signature
SURETY REPRESENTATIVE SIGNATURE PRINCIPAL/OBLIGOR REPRESENTATIVE SIGNATURE
Surety Rep's Name, Title Corporation Rep's Name, Title
SURETY REPRESENTATIVE PRINTED NAME AND TITLE PRINCIPAL/OBLIGOR REPRESENTATIVE NAME AND TITLE
[ Alterations made on this bond before and after execution SIGNATURE, WITNESS 1 (if no seal)
were mde with the consent of the Principal and
Surety OR Obligor SIGNATURE, WITNESS 2 (if no seal)
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Alternatives to Filing a Wine Bond Form 5120.36
with a Surety Company

Cash Collateral
e Wine Bond Form 5120.36

e Cashier's Check or Money Order for full amount of bond is held by U.S.
Treasury Department as collateral
e No interest is accrued

Treasury Note
e Wine Bond Form 5120.36

e Purchased through a bank or broker, who transfers the Treasury Note to the
Federal Reserve Bank.

e Treasury Note is held by Federal Reserve Bank as collateral
e Interest is electronically deposited into the company’s bank account

Contact the National Revenue Center’'s Wine Application Unit for further information:

Alcohol and Tobacco Tax and Trade Bureau
550 Main Street, Room 8002, Attn: Wine Applications Unit
Cincinnati, OH 45202

Telephone: (513) 684-6882
Toll Free: (877) TTB-FAQS
E-Mail: ttbwine@ttb.gov
Fax: (513) 684-2226
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Operating Bond Penal Sum Requirements

If Liability is: Operating Bond Amount is:
Less than $50,000 $1,000 — amount as needed
$50,000 - $250,000 $50,000
$250,000 and above $100,000

Examples:

1) A small winery has 10,000 gallons of not over 14% alcohol wine, 7,500 gallons of
over 14-21% alcohol wine, and a 60 gallon drum of 140° spirits.

The tax liability on the not over 14% wine for this small winery is $.17 per gallon, and
$.67 per gallon on the over 14-21% wine.

Wine/Spirits Tax Class Tax Rate Tax Liability
10,000 gallons Not over 14% | $ .17/gallon $1,700.00
7,500 gallons Over 14-21% | $ .67/gallon $5,025.00
84 proof gallons | Distilled Spirits | $13.50/proof gallons $1,134.00
Total Liability: $7,859.00

. Not less than
Bond Requirement: $8.000.00

2) A large winery with more wine on hand and 6,000 gallons of 140° spirits has a
much higher tax liability:

Wine/Spirits Tax Class Tax Rate Tax Value
100,000 gallons Not over 14% | $1.07/gallon $107,000.00
75,000 gallons Over 14-21% | $1.57/gallon $117,750.00
8,400 proof gallons | Distilled Spirits | $13.50/proof gallon $113,400.00
Total Liability: $338,150.00
Bond Requirement: $100,000.00

TTB Wine Industry Seminar ~ Trade Investigations Division ~ 2010




31

Determining Tax Deferral Bond Coverage
27 CFR 24.146(b)

When wine is removed from the bonded wine premises for consumption or sale, and
the tax has been determined but the tax has not yet been paid, the tax deferral bond
coverage must be sufficient to cover the amount of tax that, at any time, has been
determined but not yet paid.

Quarterly Filings: To determine if your tax deferral bond coverage is sufficient for
Quarterly Excise Tax Returns, compare your current deferral bond coverage to the
amount of excise tax you expect will be determined during the quarter in 2010.

EXAMPLE, using 2009 taxable removals for guidance:

Jan. 1 — March 31 | Due April 14 $2,250
April 1-13 Outstanding liability $ 500
Total liability $2,750
April 1-June 30 Due July 14 $5,000
July 1-13 Outstanding liability $ 250
Total liability $5,250
July 1 — Sept. 30 | Due October 14 $5,500
October 1-12 Outstanding liability $1,000
Total liability $6,500
Oct. 1 — Dec. 31 Due January 14 $7,000
January 1-14 Outstanding liability $ 500
Total liability $7,500

1) Taxable removals in October, November and December 2009 totaled $7,000.00.
2) Taxable removals during January 1-14, 2009 totaled $500.00.
3) Tax liability was at its highest from October 1-January 14 at $7,500.00

You expect your removals to be similar in 2010. Your deferral bond coverage may
be not less than $7,500.00. (A $10,000 bond deferral bond would allow for growth.)

Annual Filings: To determine if the $500 or $1,000 tax deferral coverage provided
on your bond is sufficient for annual excise tax filing, estimate the amount of excise
tax you expect will be due during 2010. Remember that you may only file annually if
your taxes will total less than $1,000 and you do not have additional bond coverage.
If the $500 or $1,000 provided on the bond is not sufficient, you will need to file your
tax returns either quarterly or bi-weekly.

Bi-Weekly Filings: To determine if your tax deferral bond coverage is sufficient,
compare your current deferral bond coverage to the maximum amount of excise tax
you estimate will be due during 2010. This determination requires estimating what
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will be due, but not paid, during a typical semi-monthly tax period and during the 14
days that follow, until the tax is paid.

EXAMPLE, using 2009 taxable removals for guidance:

March 1-15 Due March 27 $2,000
March 16-29 Outstanding liability $ 500
Total liability March 1-27 $2,500
March 16-31 Due April 14 $5,000
April 1-13 Outstanding liability $ 500
Total liability March 16-April 14 $5,500
April 1-15 Due April 29 $8,000
April 16-27 Outstanding liability $2,000
Total liability April 1-29 $10,000 | (High Point)
April 16-30 Due May 14 $7,500
May 1-14 Outstanding liability $1,000
Total liability April 16—May 14 $8,500
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Any person who signs forms that are submitted to TTB, or who will speak with TTB
on behalf of the company, must have written authority on file giving that person

permission to do so. The form used to give an individual Signature Authority is Form
5000.8, Power of Attorney.
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A corporation or LLC may elect to use Form 5100.1, Signing Authority for Corporate
and LLC Officials, to authorize the holders of certain offices or titles to sign
documents and to discuss business matters with TTB.
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Options for Entering the Wine Industry

“Stand Alone” Bonded Winery: Some people dream of owning their own winery
and producing wine for sale. They will qualify with TTB as a Bonded Winery. This
gualification (generally registration under the Internal Revenue Code and issuance
of a Basic Permit) allows a specific entity (example: a corporation) to conduct a
specific activity (example, producing wine) at a specific location (the given address).

Alternating Proprietor: Others would also like to make wine for commercial
purposes, but are not interested in building or buying a winery of their own. These
companies find that sharing a winery facility with other companies will suit their
purposes, and will qualify with TTB as an Alternating Proprietor winery. Each
alternating proprietor must separately qualify, just as a stand-alone winery does,
including obtaining their own registration, basic permit and bond, and maintaining
their own records. This alternating proprietorship qualification is also specific to an
entity, activity and location.

Custom Crush Customer (Wholesaler): Still others have grapes or other
winemaking materials that they would like to have made into wine, but would prefer
that someone else make the wine for them. These companies are Custom Crush
Clients, and will qualify as Wholesalers. The Bonded Wineries that produce the wine
for the Wholesalers are known as “custom crushers.” The winery produces the wine,
obtains the label approval and pays taxes on the wine; the client receives fully
finished, bottled, labeled wine on which the Federal excise tax has been paid.

Bonded Wine Cellar: Some companies will qualify with TTB as a Bonded Wine
Cellar, which is a bonded storage warehouse established to store, blend, or bottle
untaxpaid wine. (Note: The Internal Revenue Code identifies all premises where
untaxpaid wine operations take place as “bonded wine cellars” and those premises
where wine is produced as “bonded wineries.” For the purposes of this list, the term
“bonded wine cellar” is used to identify those premises which store, blend, or bottle
untaxpaid wine, but do not produce wine.)
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Alternation of Wine Premises as a Brewery, Distilled

Spirits Plant and/or Taxpaid Wine Bottling House
27 CFR 24.135

If you wish to alternate the use of the bonded wine premises as a brewery, distilled
spirits plant or taxpaid wine bottling house, you must submit the following:

Amended Form 5120.25 with description of new operations

Diagram of premises

Consent of Surety Form 5000.18 to cover winery premises alternation
Original Brewery, Distilled Spirits Plant, and/or TPWBH application

Alternation of Wine Premises as a Distilled Spirits

Plant for Alcohol Reduction of Wine
http://www.tth.gov/wine/reduction wine.shtml

When a bonded winery proprietor wishes to reduce the ethyl alcohol content of
wine, certain processes are authorized by wine regulation 27 CFR 24.248,
Processes Authorized for the Treatment of Wine, Juice, and Distilling Materials.
The approved processes include Reverse Osmosis, the Spinning Cone
Column and osmotic transport.

Although these processes are used to facilitate the creation of a wine product,
they must be conducted on Distilled Spirits Plant (DSP) premises. The wine may
be transferred in bond to a DSP for processing and returned to the winery, or the
winery proprietor may wish to have the process conducted at the winery facility.

If the alcohol reduction is to take place at the winery facility, the proprietor of the
bonded winery must first qualify to alternate the use of bonded wine premises as
a DSP. Once qualified to alternate the premises as both a winery and DSP, the
alcohol reduction may be conducted on DSP bonded premises. When the
process is completed, the space and equipment can revert to winery use.

For further information and the necessary applications, please contact either the

Wine Unit or the Distilled Spirits Plant Unit of the National Revenue Center at
(513) 684-3334, or their toll free number, 877-TTB-FAQS (1-877-882-3277).
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DEPARTMENT OF THE TREASURY
Alcohol and Tobacco Tax and Trade Bureau

Industry Circular
Number: 2008-4
Date: August 18, 2008

Alternating Proprietors at Bonded Wine Premises

To: Wine Premises Proprietors and Other Concerned Parties
This Industry Circular supersedes TTB Industry Circular 2003-7.
This circular:

e Reminds proprietors of the Alcohol and Tobacco Tax and Trade Bureau (TTB) regulations
covering alternating proprietors at bonded wine premises;

e Outlines standards that TTB applies with respect to the qualification and operation of
alternating proprietors at bonded wine premises;

e Describes the differences between alternating proprietor arrangements and custom crush
wine production arrangements;

e States TTB policy regarding issues affecting alternating proprietors, such as the small
domestic wine producer tax credit, separation among proprietors, and independence of
operations; and

e Discusses instances when alternating proprietor arrangements are not consistent with TTB
guidelines.

REASON FOR ISSUANCE

We are issuing this circular to remind alternating proprietors of the regulatory requirements covering
gualification and operation of alternating proprietors on winery premises. We want to ensure that
alternating proprietors on winery premises fully understand TTB's requirements for appropriate
independence and segregation of operations regarding alternating proprietors. Failure to abide by
these requirements creates delays in the examination of applications at the National Revenue Center
(NRC) and in the field and, in ongoing wine operations, may result in adverse findings by the NRC or
the field. Most often these failures relate to certain aspects of alternating winery operations.
Examples of such problems include the use of permits by persons who are not engaged in the
business of producing wine, underpayment of tax due to misuse of the small domestic wine producer
tax credit, and mislabeling of wine. In this circular, we provide guidance regarding the standards TTB
applies for the establishment and continuing operation of alternating winery proprietors.

BACKGROUND

Section 7805 and Chapter 51 of the Internal Revenue Code of 1986 (26 U.S.C.) (the IRC) authorize
the Secretary of the Treasury (the Secretary) to promulgate regulations and administer the tax and
qualification requirements for producing wine, including the qualification requirements for the small
domestic wine producer tax credit. Sections 103 through 106 and section 117 of the Federal Alcohol
Administration Act (the FAA Act), 27 U.S.C. 203 — 206 and 211, authorize the Secretary to carry out
the provisions of the FAA Act with respect to qualification of wine producers, blenders, and
wholesalers, and to labeling of wine.
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The Secretary has delegated to TTB the authority to administer these rules. TTB regulations in 27
CFR parts 1 and 4 cover the wine permit and labeling requirements under the FAA Act, and TTB
regulations in 27 CFR part 24 cover the registry, bonding, production, removal, tax payment and tax
credit requirements for wine under the IRC. In these regulations, TTB sets out qualification
requirements, including those for qualifying alternating proprietors. In this circular, “we” and “us” refer
to TTB.

1. ALTERNATING PROPRIETOR ARRANGEMENTS

An alternating proprietor arrangement consists of two or more persons or entities taking turns using
the same space and equipment to produce wine. In almost all situations, an existing proprietor-owner
of a bonded wine premises agrees to rent space and equipment to a new proprietor. Such an
agreement allows existing wineries to use excess capacity and gives new entrants to the wine
business an opportunity to begin on a small scale without investing in equipment. The existing and
new proprietors are sometimes informally referred to as “hosts” and “tenants,” respectively. In other
situations, two or more persons make plans to establish independently operated bonded wine
premises, mutually agreeing to alternate the use of space and equipment. In these latter
arrangements, no proprietor functions as a “host” to the others because each has agreed to share
responsibility more or less equally. The designation of one alternating proprietor as a “host” to the
other(s) is not a TTB requirement and carries no responsibilities or privileges that differ from those of
the other alternating proprietors.

These arrangements must be formally approved by TTB through an application and approval process.
Anyone making wine for sale must qualify with us as proprietor of a bonded winery and register the
premises with TTB. Winery premises may not be used by or shared with any other party unless the
necessary alternation applications have been approved by TTB. Regulations governing alternating
proprietor arrangements are contained in 27 CFR 24.136.

2."CUSTOM CRUSH” ARRANGEMENTS

A “custom crush” arrangement involves an agreement or formal contract under which a customer
pays a wine producer to produce wine to order, after which the customer markets the wine. It is not
an alternating proprietor arrangement. In a custom crush arrangement, the wine producer is
authorized by TTB to make wine and is entirely responsible for producing the wine and for all related
processing steps and regulatory requirements, which may include tax payment (unless the wine is
transferred in bond to other bonded wine premises for these activities). The customer has none of
these responsibilities, even when the custom crush customer may be involved in business decisions
made about the wine, such as its production style, the appearance of its label, etc. TTB holds the
producer/bottler accountable, not the custom crush customer. Even if the customer owns the grapes
used to produce the wine, TTB still treats the transfer of the finished wine from the producer to the
customer as a sale of wine for compliance purposes.

3. DISTINCTIONS BETWEEN AN ALTERNATING PROPRIETOR ARRANGEMENT AND A
CUSTOM CRUSH ARRANGEMENT

a. Qualification, permit, and registry status. A winery proprietor cannot transfer or lend its
gualification or premises to another person. Each alternating proprietor must qualify independently as
a bonded winery under part 24 and obtain a Federal basic permit under part 1 as a wine producer to
conduct operations at a specific location. In a custom crush arrangement, only the wine producer
must register as a bonded winery under part 24 and obtain a Federal basic permit under part 1 as a
wine producer. A customer who intends to market wine to other dealers must qualify as a wholesaler
under part 1.
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b. Records and reports. In an alternating proprietor arrangement, each proprietor must comply
with requirements in 27 CFR part 24, subpart O, by keeping records of its operations and by providing
operational reports to TTB. In a custom crush arrangement, the wine producer and bottler are
responsible for keeping required records of winery operations and providing operational reports of the
winery activities. The customer must maintain records of receipt and disposition as a wholesaler
under 27 CFR part 31.

c. Certificate of Label Approval. In all instances, the wine bottler must obtain from TTB approval
of an application for a Certificate of Label Approval (COLA) before bottling the wine. Thus, when an
alternating proprietor arrangement includes alternating the use of bottling equipment, each alternating
proprietor using the bottling equipment must obtain its own COLA(s) for the wine it will bottle. In a
custom crush arrangement, the wine bottler obtains any necessary COLA from TTB. The customer
never obtains the COLA from TTB, because the customer is not the bottler of the wine.

d. Tax payment. The Federal wine excise tax is paid at the appropriate rate by the proprietor that
removes the wine from bond for consumption or sale. The rate of tax is determined by the tax class
of the wine removed. The tax may be reduced if the taxpayer is eligible for the small domestic wine
producer tax credit. Each alternating proprietor must individually pay excise tax for wine removed
from its premises, at the applicable rate for each proprietor, unless the wine is transferred in bond.
On the other hand, in a custom crush arrangement, the customer for whom the wine is produced will
receive the wine after the Federal tax has been paid. The customer may have arranged to
compensate the taxpayer for tax and other expenses as part of the price paid for services pursuant to
the custom crush agreement.

e. Small domestic wine producer tax credit. This credit applies to proprietors who produce wine,
but do not produce more than 250,000 gallons of wine per year. The full credit of 90 cents per gallon
on the first 100,000 gallons removed is available to a proprietor who produces not more than 150,000
gallons of wine per year. For proprietors with production of more than 150,000 and not more than
250,000 gallons, the credit is gradually phased out. A group of wineries under common control
(referred to as a "controlled group") are treated as a single winery for purposes of determining
eligibility for the credit.

In an alternating proprietor arrangement, each proprietor's tax credit is based on the volume of wine
produced and removed in that calendar year by the proprietor. If an alternating proprietor is eligible
for the small domestic wine producer tax credit, the credit can, in certain instances, be transferred to
another bonded wine premises proprietor to use when the excise tax is paid on qualifying batches of
wine. See 26 U.S.C. 5041(c)(6). In a custom crush arrangement, TTB takes into consideration the
wine producer's entire production and removals, including wine produced for a customer. Wine that
was produced and removed for a custom crush customer counts toward the wine producer's own
production and removals when determining whether the small domestic wine producer tax credit can
be used.

4. RELEVANT TERMS UNDER THIS INDUSTRY CIRCULAR
Alternating Proprietor Agreement — The written agreement between alternating proprietors.

Bonded Wine Premises — A facility registered under the IRC for the production, blending, cellar
treatment, storage, bottling, or packing of untaxpaid wine. These include:

Bonded Winery (Registry designation BW or BWN) — A bonded wine premises where wine is

produced. The proprietor of these premises must also have a permit under the FAA Act to produce
wine; and

TTB Wine Industry Seminar ~ Trade Investigations Division ~ 2010



41

TTB IC 2008-4, con’'t.

Bonded Wine Cellar (Registry designation BWC) — A bonded wine premises where untaxpaid wine
operations other than production are conducted. Often, but not always, this is a storage warehouse
for bulk and/or bottled wine. Bonded wine cellars are operated pursuant to approved IRC registry, but
some bonded wine cellar proprietors obtain a permit under the FAA Act to blend, but not produce,
wine, or a wholesale permit if the operations on the premises are limited to purchase and resale of
wine without production or blending operations.

5. CONCERNS OF TTB

While some applications from prospective alternating proprietors at bonded wine premises are filed by
individuals with plans to make wine, we are concerned that other applications are filed for reasons
unrelated to making wine. Filers of those other applications may seek to qualify as alternating
proprietors in order to obtain benefits afforded to wine producers, such as Federal tax credits, or the
ability to operate a tasting room under State rules.

6. POLICY

We evaluate each application for bonded wine premises registry under an alternating proprietor
arrangement. We also review the ongoing operations of previously approved alternating proprietors.
We take these steps to ensure that the physical layout of the wine premises to be shared, the
compliance and business history of each party, and the day to day operations do not, or will not,
create difficulty in administration, jeopardy to the revenue, or deception of the consumer. If we find
any of these problems, TTB will:

not approve the application for registry,

reevaluate the appropriateness of and need for the alternating proprietor winery qualification,
direct existing proprietors to make changes to operations or premises,

collect underpaid taxes, or

take corrective action on labeling, as appropriate.

The TTB official authorized to approve applications for registry of wine premises, including those for
alternating proprietor arrangements, is the Director, National Revenue Center (NRC). The Director,
NRC, applies the requirements of 27 CFR 24.136 in evaluating applications to operate as alternating
proprietors. For both proposed and existing operations, TTB uses the following guidelines to
measure compliance with 27 CFR 24.136:

a. Alternating proprietor agreements and the need for qualification.

TTB reviews the need for a permit when we examine applications for and operations under winery
gualifications. Such examination includes whether the arrangement is truly an alternating
proprietorship or whether it is really a custom crush arrangement. Under 27 CFR 1.24(b), we may
consider the applicant's business history and likelihood to commence operations in a reasonable
period and maintain operations in conformity with Federal law as part of the qualification process;
under 27 CFR 1.50, we are authorized to revoke a permit if the permittee has not engaged in
operations for 2 years.

The Director, NRC, may require a copy of the agreement or contract between the alternating
proprietors, a business plan, or other information in support of each application for registry to operate
as an alternating proprietor. TTB considers the business history of each applicant, his or her plans for
development of future winery assets, and the level of commitment to the business as evidenced by
investment in vineyards or other permanent assets. We examine each agreement or contract to
assess the involvement of both parties in the wine operations, as well as the independence of each

party.
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When we look at business history, we find in some cases that an applicant for registry as an
alternating proprietor has been a custom crush customer of a winery. Other applicants may have
purchased finished wine with custom labels from the winery. When a person with such a business
history seeks to qualify as an alternating proprietor at the same premises where wine was being
produced for that person on a custom crush or private label basis, TTB looks for actual or substantive
changes in the arrangements between the wine producer and its former wholesale customer. If it is
evident from our reading of the agreement or contract submitted that an alternating proprietor
applicant plans to have most or all of its wine operations conducted by its former wine supplier, we
may find that the applicant has no intention of conducting winery operations and is therefore not
gualified for a permit under § 1.24(b).

Other indications that one party to an alternation is not, in fact, involved in wine operations and may
not qualify for a wine producer's permit include:

e A business plan that is primarily to market wine with little or no involvement in the production
of the wine,

e A contract that specifies that a party will simply receive juice, ferment it into wine, and then
transfer the wine to another party who performs all remaining wine processing activities,

e A contract for alternation that is based on quantity of wine produced and not on rental of
space and equipment, and

e An agreement that indicates an alternating proprietor will have minimal involvement in its own
wine operations, for example, if the agreement or contract states that another company’s
employees will handle the production activities, records, reports, and tax filings.

Although applicants making the arrangements described above may not qualify as wine producers,
they may qualify for wholesale permits to market wine purchased from a producer or blender.

b. Suitability of the premises for sharing; the importance of keeping the wines of each
alternating proprietor segregated and identified.

When two or more proprietors share premises, there is a potential for difficulty in separating and
identifying one proprietor’s wine from that of another. TTB must be able to locate and identify cased
goods, barrels, and tanks assigned to each alternating proprietor. The regulations covering
alternating proprietors provide that "[a]ll operations in any area, building, floor, or room to be
alternated will be completely finished and all wine, spirits, and other accountable materials will be
removed from the alternated wine premises or transferred to the incoming proprietor. However, wine,
spirits, and other accountable materials may be retained in locked tanks at wine premises to be
alternated and remain in the custody of the outgoing proprietor” (27 CFR 24.136(b)). Further, TTB
regulations for all wine premises authorize the appropriate TTB officer to require a proprietor to
segregate operations "to the extent deemed necessary to prevent jeopardy to the revenue, to prevent
confusion between operations," and for several other purposes (27 CFR 24.27).

TTB will not approve plans which suggest that the floor space occupied by an alternating proprietor’s
barrels or cased goods constitutes that proprietor’s premises. In some premises, signage or other
marks may be considered sufficient separation of one proprietor’s wine from another’s, but in other
premises TTB may determine that physical segregation such as fencing is necessary to protect the
revenue. TTB will continue to make this determination on a case-by-case basis. Additionally, TTB
may require more identification or separation of alternating areas in previously approved operations if
we find that the daily practices do not provide adequate control and protection of the revenue.
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Untaxpaid wine of an alternating proprietor which cannot be stored in space specifically designated
for that alternating proprietor must be taxpaid or transferred in bond to the bonded premises of
another proprietor with sufficient storage space. The proprietor of the receiving premises is
responsible for the recordkeeping and reporting of that wine while it is maintained on his/her
premises. Proprietors should be aware of the potential label consequences of transferring wine in
bond to another proprietor. For example, even if the wine remains in the same physical location, if
the wine is transferred in bond to the custody of another proprietor, the producer would lose eligibility
to label that wine with an "estate bottled" claim. See 27 CFR 4.26 for the rules on labeling an estate
bottled wine.

c. Employing the services of another proprietor’s staff:

The agreement or contract between the alternating proprietors may include the option to hire the
services of another proprietor's production and office employees. We will look to factors of authority
and control to make a determination whether the proprietor is running an independent bonded wine
premises operation. The proprietor employing the services of another proprietor's workers must
direct and be fully responsible for those things that are usual and customary for the production,
bottling, and storage of wine (as applicable) and the managing of the business. The producing
alternating proprietor must provide its contract employees with written direction in the form of work
orders or similar documentation.

Recordkeeping and reporting requirements under our regulations apply to the person who has
physical custody of the wine, and are not based on who has title or legal ownership. We expect all
proprietors to be able to access their winery records and to knowledgeably discuss those records with
TTB officers. Relinquishing authority for the official records to a contract employee will be considered
inadequate control. Alternating proprietors are reminded that when compliance violations or
additional liability are determined, the proprietor employing the staff, and not the individual staff
members, will be cited for violations or assessed for underpayment of tax. If a proprietor maintains its
records solely in the computer system of another proprietor or is required to allow another proprietor
to access its records, TTB would consider those practices to be indications that the proprietor is not
operating as an independent alternating proprietor.

d. Access to premises.

The agreement must allow all proprietors to have reasonable access to their respective
permanent premises and to their wine. For practical purposes, requiring an alternating proprietor to
give notice when trucks will be on the premises, for example, is acceptable, but such requirements
must not unduly hinder the operations of another proprietor or of TTB officers conducting
investigations or audits.

e. Changing the terms of an approved alternating proprietor arrangement.

In addition to the qualification and tax issues discussed above, we wish to remind proprietors that
alternating proprietor arrangements are conducted under an approved alternation plan that describes
the areas to be used by each proprietor when that proprietor is active. The proprietors may not
change the terms of the alternation plan before obtaining TTB approval of an amended application for
each proprietor.

f. Eligibility of alternating proprietors for small domestic wine producer tax credit.
If alternating proprietors are independent small producers, they may be eligible for the small domestic
wine producer tax credit. TTB will examine alternating proprietor arrangements to see if the

proprietors are independent or if they should be considered members of a controlled group. In the
latter case, all proprietors' production and removal amounts will be combined for the purpose of
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determining whether credit may be used by the group. If applicable, a single small domestic wine
producer tax credit will be apportioned among all participants.

Indications that alternating proprietors are not independent may include:

e A contract that allows one alternating proprietor to transfer “excess” custom crush business to
another alternating proprietor;

e An observed pattern of operations in which an existing alternating proprietor annually
produces a very small volume of wine in order to qualify as a small producer for tax credit
purposes, and then has a large volume of wine produced for it on a custom crush basis by
another winery; or

e Evidence that a producer encourages its customers to become alternating proprietors in order
to split production.

TTB will deny the credit if it benefits a large producer and will ensure proper reduction of the credit for
persons producing more than 150,000 gallons of wine during a calendar year.

g. Need for permanent premises.

TTB will consider approving a plan in which an alternating proprietor suspends and then resumes
operations. A proprietor who does not anticipate conducting wine operations for an extended period
and wishes to make the entire bonded premises available for use by another proprietor may request
such a suspension of operations. In this event, before suspending its bonded wine premises
operations, the outgoing proprietor is required to transfer in bond to another qualified bonded wine
premises, or taxably remove, all wine on the premises. Under 27 CFR 24.35, each alternating
proprietor must maintain its own winery records and make them available for TTB examination at the
bonded wine premises. However, under 27 CFR 24.22, a proprietor may request permission to
maintain the records at a separate and permanent business office address (but not at another
proprietor's premises), where TTB may contact the proprietor and review records during business
hours. When an applicant expresses a need to use bonded wine premises only on a very infrequent
basis, however, TTB will thoroughly examine his or her need for qualification as a producer, rather
than as a wholesaler/custom crush customer of the proprietor producing the wine.

h. Alternation for less than a day.

The regulations covering alternating proprietors provide that “[o]peration of a bonded winery
engaged in the production of wine by an alternate proprietor will be at least one calendar day in
length” (27 CFR 24.136(a)). A winery engages in the production of wine by fermenting juice,
ameliorating wine, adding wine spirits to wine, sweetening wine, producing effervescent wine, or
producing formula wine. Receiving and crushing grapes are not production for purposes of winery
qualification. Specific extensions and curtailments of premises, such as use of a bottling line by an
alternating proprietor, may be for less than a calendar day, as long as the extensions and
curtailments are part of the approved alternation plan.

7. CONCLUSION

TTB recognizes that alternating proprietor arrangements may be undertaken for one or more valid
reasons. We will continue to review proposed and existing alternating proprietor arrangements to
ensure that the proprietors conduct independent operations and that those who take the small
domestic wine producer tax credit are entitled to it. If we determine that a company is conducting
alternating proprietor operations in a manner that is not independent, or in a manner that jeopardizes
the revenue, or in a manner that results in mislabeling of wine, we will initiate corrective action, which
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TTB IC 2008-4, con’'t.

could include, among other corrective action, revoking the alternation approval, revoking the basic
permit, directing the proprietors to modify the premises, adjusting the taxes, or directing a proprietor
to relabel wine.

QUESTIONS: If you have questions concerning this circular, contact the Regulations and Rulings
Division, Alcohol and Tobacco Tax and Trade Bureau, 1310 G Street, NW, Washington, DC 20220.

John J. Manfreda
Administrator
Alcohol and Tobacco Tax and Trade Bureau
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TTB Wine FAQ #11: What are the Federal Requirements for
“Custom Crush” Clients and Winemakers?

http://www.tth.gov/wine/fag.shtml#w11

In a typical custom crush arrangement, a grape grower or any person with
winemaking materials (the “client”) enters into a contract with a bonded winery
proprietor to have the grapes processed into wine. The client retains title to the
grapes, and the wine is made to the client’s specifications. The finished wine is
returned to the client for sale to other dealers, or the winery sometimes sells the
wine on behalf of the client. TTB has received questions about the regulatory
responsibilities of the custom crush client and the wine producer.

The custom crush client may be required to obtain a Federal Wholesaler’s Basic
Permit from TTB. This permit allows the client to engage in the business of
purchasing wine for resale at wholesale, in accordance with the Federal Alcohol
Administration Act at 27 U.S.C. 203(c)(1) and 27 CFR 1.22. Although the client is
specifically paying for the producer’s services, the client has purchased wine (within
the broad meaning of the term) at the price set in the agreement. If the client
engages in activities normally associated with wholesaling, such as setting the price
for the wine, determining which dealers will be sold the wine, and controlling and
paying for advertising of the product, the client must have a wholesaler’s basic
permit. If, however, the client merely receives the proceeds from the sale by the
winery of the resulting wine, a permit would not be required.

In addition to the basic permit requirement, the custom crush client who engages in
the business of selling wine must submit the Special Occupational Tax Registration
Form 5630.8R as a wholesaler if the wine is offered for sale to other dealers, or as a
retailer if the wine is only offered for sale to consumers.

Bonded winery proprietors must ensure that the receipt of winemaking materials and
the ensuing activities associated with the production of custom crush wine is
properly recorded. TTB reminds the industry that wine produced for custom crush
clients carries the same regulatory requirements for recordkeeping, reporting,
labeling and taxation as wine made for the winery itself.

The bottling winery is responsible for obtaining an appropriate Certificate of Label
approval, and the wine premises which releases the wine to the client is responsible
for payment of federal excise tax at the rate appropriate for the producing winery.
For the purposes of determining eligibility for the Small Domestic Producer’s Credit,
all wine produced for clients must be included in the production and removal
calculations (see 27 CFR 24.278-9).

HH#H
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TTB Wine FAQ #4:. What are the Federal Guidelines
for Home Winemakers' Centers?

http://www.tth.gov/wine/fag.shtml#w4

The Alcohol and Tobacco Tax and Trade Bureau (TTB) has been asked if there are
any Federal requirements covering operation of a Home Winemakers' Center. Home
Winemakers' Centers are places where an individual pays a fee to use space and
equipment to make wine for personal or family use.

Although we refer to the individual making wine for personal or family use as a
"home winemaker," the wine may be made somewhere other than the individual's
residence, including a Home Winemakers' Center. We find that a Home
Winemakers' Center may operate without qualifying under federal rules as a bonded
wine cellar or paying federal excise tax on wine produced at the Center by
individuals under the following conditions:

Compliance with State and local law

The ability to produce wine for personal or family use and without payment of tax
under Federal law does not authorize production of wine by individuals or operation
of a Home Winemakers' Center in violation of State or local law. The operator of a
Home Winemakers' Center must learn and comply with any permit, license or tax
requirements of State and local law and conduct operations in compliance with State
and local law.

Use by qualified individuals

The customers who make wine at the center must be qualified to produce wine for
personal or family use under federal, State and local rules. If State and local rules
impose different requirements or limitations than the federal rules noted here, the
stricter rules and limits should be applied. Under Federal law, any adult may, without
payment of tax, produce wine for personal or family use under regulations in 27 CFR
24.75, which provide the following:

e The individual must follow applicable State and local laws.

e The individual must be 18 years of age or the legal age to purchase wine in
the locality whichever is older.

e The individual may produce, without payment of tax, per household, up to 100
gallons of wine per calendar year if there is one adult residing in the
household, or 200 gallons if there are two or more adults residing in the
household.

e The individual may remove wine from the place where it is made for personal
or family use, including use in contests or tasting.

e The individual may not produce wine for sale or offer wine for sale.
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Non-commercial use

The operations must never "cross the line" to commercial production or sale of wine.
Proprietors and employees of Home Winemakers' Centers:

e May furnish space, equipment, ingredients, bottling supplies and advice to
customers.

¢ May provide certain assistance to customers including:

- Moving containers of wine between storage areas.

- Cleaning, maintenance, and repair of equipment.

- Climate and temperature control.

- Disposal of wastes.

- Quality control (including laboratory analysis and tasting of wine for quality
control purposes).

e May not provide physical assistance to, or on behalf of, customers in the
production, wine, add ingredients to wine, or provide other physical
assistance in producing or bottling wine.

e May not provide non-tax paid wine to customers or prospective customers for
sampling or other reasons.

Operation of a Home Winemakers' Center in a manner contrary to the conditions
outlined may cause the facility to be considered a commercial winery, subject to all
statutory and regulatory provisions relating to winery operation, including registry
requirements and possible liability for back taxes.

Under some circumstances, a TTB qualified bonded wine cellar may operate a
Home Winemakers' Center. All wine produced at a Home Winemakers' Center on
wine premises is taxable under Federal law and is subject to other requirements.

For further information regarding qualification of a bonded wine premises or
operation of a Home Winemakers' Center at bonded wine premises, contact:

The Alcohol and Tobacco Tax and Trade Bureau
National Revenue Center
550 Main Street, Cincinnati, OH 45202
Telephone (toll free) 877- 882-3277
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TAXPAID REMOVALS

The regulations pertaining to taxpaid removals of wine products are found in
the Internal Revenue Code at 26 U.S.C. 5041 and in the Wine Regulations, 27 CFR
24.270-.279 and 27 CFR 24.310:

24.270 Determination of tax.

24.271 Payment of tax by check, cash, or money order.
24.272 Payment of tax by electronic fund transfer.
24.273 Exception to filing semi-monthly tax returns.
24.274 Failure to timely pay tax or file a return.

24.275 Prepayment of tax.

24.276 Prepayment of tax; proprietor in default.

24.277 Date of mailing or delivering of returns.

24.278 Tax credit for certain small domestic producers.
24.279 Tax adjustments related to wine credit.

24.310 Taxpaid removals from bond record.

J@ http://www.tth.gov/wine/wine regs.shtml

Attachment, Determination, Payment

e The tax value of the wine is attached when the wine is produced. (26 U.S.C.
5041)

e The amount to be paid is determined when wine is removed from bonded
premises for consumption or sale. (27 CFR 24.270)

e Wine excise tax is paid semi-monthly, quarterly or annually. (27 CFR 24.271,
273)

When is Wine “Produced?”

In accordance with wine regulation 27 CFR 24.176(b), wine is declared produced
upon completion of fermentation or removal from the fermenter. At that point the
volume of wine is to be accurately determined, recorded and reported on TTB Form
5120.17, Report of Wine Premises Operations, as wine produced. An alcohol test
should be conducted to accurately determine the tax class of the wine.
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Taxpaid Removals from Bond Record
27 CFR 24.310

When wine is removed from a bonded winery or bonded wine cellar for consumption
or sale, a record must be kept which contains the information listed below. The
Taxpaid Removals from Bond Record may be a compilation of source documents
OR a summary record.

O Date of Removal

[0 The name and address of the person to whom removed; however, on any
individual sale of less than 80 liters, the name and address of the purchaser need
not be recorded

[0 The volume, kind (class and type), and alcohol content of the wine

0 when removing taxpaid bulk wine to another wine premises, shipping record will
be prepared in accordance with 27 CFR 24.281

0 Volume of wine removed taxpaid will be summarized daily by tax class in wine
gallons to the nearest tenth gallon

An invoice containing the information listed above is a common removal record.

TTB Wine Industry Seminar ~ Trade Investigations Division ~ 2010




51

Here is an example of an individual invoice that has all of the necessary information
required for the Taxpaid Removals from Bond Record, 27 CFR 24.310. The amount
removed from bond is extended to five decimal places on individual invoices. The
total volume removed for the day is rounded to the nearest 10" of a gallon on a daily
summary.
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Here is an example of a daily summary that meets the requirements of 27 CFR
24.310, Taxpaid Removals from Bond Record, “The volume of wine removed taxpaid
will be summarized daily by tax class in wine gallons to the nearest 10" gallon.”

March 10, 2009 Taxpaid Removals

Invoice # Not over 14% 14-21%
1823 9.51012 2.37753
1824 0.39626
1825 2.37753
1826 9.51012
1827 0.59438
Total 21.79403 2.97191

Daily Total 21.8 gal. 3.0 gal.
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Taxpaid Wine Record
27 CFR 24.311

When a bonded winery or bonded wine cellar has wine on the bonded premises that
has been taxpaid, a separate record must be maintained which contains the
information listed below. This information is not shown on the Report of Wine
Premises Operations Form 5120.17.

Record of Receipt

Oooooono

The name and address of the person or wine premises from whom received
The registry number (if any) of the wine premises from which receive

The date of receipt

The kind of wine (class, type and, in the case of foreign wine, country of origin)
Alcohol content or tax class of the wine

The volume of wine received in liters and gallons

Record of Removals

O
O
O

O

The name and address of the person to whom removed; however, on any
individual sale of less than 80 liters, the name and address of the purchaser need
not be recorded

The date of removal

The kind of wine (class, type and, in the case of foreign wine or a blend of US
and foreign wine, country of origin)

The volume of wine shipped in liters or gallons

Record of Cases or Containers Filled

o0 OO OO0

The date the cases or containers were filled

The kind (class, type, and in the case of foreign wine or a blend of US and
foreign wine, country of origin) of wine bottled or packed

The number of the tank used to fill the bottles or other container

The size of bottles or other containers and the number of cases or containers
filled

The serial number or date of fill marked on cases or containers filled

The total volume of wine bottled or packed in liters or wine gallons
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Taxpaid Wine Returned to Bond Record
27 CFR 24.312

A proprietor shall maintain a record of any [unmerchantable*] taxpaid wine returned
to bond as follows:

(a) The kind, volume, and tax class of the wine;

(b) With regard to each tax class, the amount of tax previously paid or determined,;
(c) The location of the wine premises at which the wine was bottled or packed and, if
known, the identity of the bonded wine premises from which removed on
determination of tax;

(d) The date the wine was returned to bond;

(e) The serial numbers or other identifying marks on the cases or containers in which
the wine was received; and

() The final disposition of the wine.

[*Note: In accordance with a change made to Internal Revenue Code Law 26 U.S.C. 5044,
wine returned to bond is not required to be “unmerchantable.”]
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UNTAXPAID REMOVALS

Wine excise tax does not have to be paid for certain removals from the bonded wine

premises, if proper records are kept. These removals include the following:

e Testing on bonded premises or by an outside laboratory
27 CFR 24.96 - .97

e Tasting on Bonded Premises
27 CFR 24.97

e Family Use by sole proprietors, partnerships, and LLCs taxed as a

partnership - up to 200 wine gallons per year, per household, or 100 gallons

for a single person
27 CFR 24.75

e Destruction — submit application and obtain permission from TTB prior to

destruction
27 CFR 24.294

e Breakage
27 CFR 24.308

e Official Use of the Government — Samples taken by TTB
27 CFR 24.293

e Transfer in Bond
27 CFR 24.309

e Export out of the United States
27 CFR 24.292; 27 CFR Part 28

Please refer to the regulations listed for more information.
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Transfer in Bond Record
LIl 27 cFR 24.309

When wine is transferred in bond, a record must be kept that contains the
information listed below. The record may be a compilation of source documents OR
a summary record.

O The date of shipment

[0 The name, address, and registry number of proprietor and consignee
O The kind of wine (class and type) and alcohol content or tax class

[0 The number of containers larger than 4 liters and cases

O The serial numbers of cases (if any) or containers larger than 4 liters, or other
marks (bulk wine)

O The volume shipped in gallons or liters
[0 The serial number of any seal used

O Information necessary for compliance with 27 CFR 24.314 (Label Information
Record) — the varietal, vintage, appellation of origin designation or any other
information which may be stated on the label

[0 Information as to any added substance or cellar treatment for which a label
designation may be required or where limitations are prescribed (includes
sulfites) and kind and quantity of acid used

0 For unlabeled bottled wine, the registry number of the bottler
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A bill of lading used to ship bottled or bulk wine in bond from one bonded wine
premises to another can contain all of the necessary information required by the

Transfer in Bond Record 27 CFR 24.309. Here are examples of Transfer in Bond

records for the in-bond shipment of bottled wine and bulk wine:

Bottled Wine Transferred in Bond

57

SHIPPING MEMORANDUM By Truck |/ | Freight | |
FROM: Ivana B Good Vyds. Date: Shipper's No. 70037
ADDRESS: 1998 Zinfandel Lane May 30, 2009

Picturesque, CA 950xx Sales Order No. 09-042
REGISTRY NO.: BW-CA-9000
CONSIGNEE: Consolidated Wine Cellar CARRIER |CARRIER'S NO.
ADDRESS: 200 West Main Heaw Hauling

Napa, CA 954xx Route Delivering Carrier

REGISTRY NO.:

BW-CA-8000

DEL TS-01-S-99

| TRANSFER INBOND |

CODE | QUANTITY DESCRIPTION OF ARTICLES, SPECIAL MARKS & EXCEPTIONS| SIZE WEIGHT
07RVPN 10 100% 2007 100% Pinot Noir 750 360
cs. 100% Russian River Valley ml Ibs.
14.1% alc by wvol
Contains Sulfites
~gample ReC"
Total 10
Pieces cs.
Total

Weight 360 Ibs

Fee
Total
Charges

C.0O.D Shipment
C.0.D. Amount

Total Wine Gallons
23.78 gal. -14%

$

D. B. Cooperage

(Signature of Consignor)

[Seal #'s:

TTB Wine Industry Seminar ~ Trade Investigations Division ~ 2010




58

Bulk Wine Transferred in Bond

SHIPPING MEMORANDUM By Truck | v | Freight | |
FROM: Ivana B Good Vyds. Date: Shipper's No. 70037
ADDRESS: 1998 Zinfandel Lane May 30, 2009

Picturesque, CA 950xx Sales Order No. 09-042
REGISTRY NO.: BW-CA-9000
CONSIGNEE: Consolidated Wine Cellar CARRIER |CARRIER‘S NO.
ADDRESS: 200 West Main Heaw Hauling

Napa, CA 954xx Route Delivering Carrier

REGISTRY NO.: BW-CA-8000

DEL TS-01-S-99

| TRANSFER INBOND |

CODE | QUANTITY DESCRIPTION OF ARTICLES, SPECIAL MARKS & EXCEPTIONS| SIZE WEIGHT
07RVPN 1 100% 2007 100% Pinot Noir 3060 24500
100% Russian River Valley gals. Ibs.
14.1% alc by wvol
Contains Sulfites
~gample R
Total 1
Pieces
Total

Weight 24500 Ibs.

C.0.D Shipment Total Wine Gallons
C.0.D. Amount 3060 gal. -14%
Fee
Total
Charges $
D. B. Cooperage
(Signature of Consignor)
[Seal #'s:
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Exporting Wine Out of the United States
27 CFR 24.292; 27 CFR Part 28

1) Wine may be exported out of the United States taxpaid or untaxpaid.

See 27 CFR Part 28 — Exportation of Alcohol
J@ http://www.ttb.gov/other/requlations.shtml

Untaxpaid: Submit Form 5100.11 and proof of export to TTB in accordance with 27
CFR Part 28, subpart F. Volume exported is shown on Report of Wine Premises
Operations Form 5120.17.

Taxpaid: Submit Forms 5120.24, 5120.20 and proof of export to TTB for tax refund
or credit in accordance with 27 CFR Part 28, subpart K. Volume exported is shown
on Report of Wine Premises Operations Form 5120.17 as a taxable removal, not as
an export.

2) Industry Circular 2004-3 “Alcohol and Tobacco Export Documentation
Procedures”

‘/Ej http://www.tth.gov/wine/wine ic.shtml

v’ Lists the documentation that is acceptable proof for each type of export.

v Gives the guidelines for requesting permission to maintain export
documentation at your place of business

v' See further information in “IC 2004-3 FAQs”

3) International Trade Resources - a thorough listing of international trade
resources for wine, beer and distilled spirits, including requirements for licensing,
labeling, and taxation considerations.

B http:/;vww. tth.qov/itd/index.shtml
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4) Industry Circulars regarding VI-1 Forms for export to the European Union,
Qualification as a Certified Laboratory, Export to Japan:

Industry Circular Title Date

Certification and Analysis of U.S. Wine for

2007-2 Exportation to the EC 6/21/2007
Certification and Analysis of U.S. Wine for

1988-1 Export to the EEC 8/18/1988
Certification and Analysis of U.S. Wine for

1986-6 Export to the EEC 3/17/1986
Certification of Chemists, Enologists and

1986-3 Laboratories for the Analysis of Wine for 1/24/1986
Export
Certification and Analysis of U.S. Wine for

1986-2 Export to the EEC 1/24/1986

5) TTB Certified Chemists for analysis of wine and spirits for export:

‘/Ej http://www.ttb.gov/ssd/chemist certification.shtml

6) Current Members of the European Union

The European Union (EU), also referred to as the European Community (EC),
requires that a document known as the “VI-1” (Document for the Importation of Wine,
Grape Juice or Must into the European Community) be used when you export wines
to the EU. If you export wine to any of the countries listed below, you must complete
the VI-1 form or the new simplified certificate.

Austria Germany Netherlands
Belgium Greece Poland

Bulgaria Hungary Portugal

Cyprus Ireland Romania

Czech Republic Italy Slovakia
Denmark Latvia Slovenia
Estonia Lithuania Spain

Finland Luxembourg Sweden

France Malta United Kingdom
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When wine is exported out of the United States without payment of tax, Form
5100.11 with proof of export must be submitted to TTB. Industry Circular 2004-3

gives the guidelines for requesting permission to maintain these documents at the
wine premises. See 27 CFR 28.121-133.

61
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When taxpaid wine is exported out of the United States, the exporter may submit a
claim for drawback of the excise tax previous paid by submitting Forms 5120.24,
5120.20 and proof of exportto TTB. See 27 CFR 28.211-220a.
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accompany all Forms 5120.24, Drawback on Wines Exported:
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Federal Excise Tax Rates per Gallon

[ 26 U.S.C. 5041(b)

There are six tax rates given in the Internal Revenue Code for wine

products:
Not over 14% alcohol $1.07*
Over 14% but not over 21% alcohol $1.57*
Over 21% but not over 24% alcohol $3.15*
Artificially Carbonated Wine $3.30*
Sparkling Wine $3.40
Hard Cider** $ .226*

* A tax credit which reduces these rates by as much as $ .90 per gallon is available
to certain producers for a portion of the company’s taxable removals each calendar

year.

** Hard Cider is a still (not effervescent) apple wine product that contains less than
7% alcohol by volume. Credit of as much as $ .056 per gallon is available to certain
producers of hard cider. See 27 CFR 24.10.

Federal Excise Tax Periods and Due Dates

27 CFR 24.271 and 27 CFR 24.273

Tax Periods Tax Return Due Dates*
Semi-Monthly 15 -15™ day of Not later than the 14™ day after the last day of
each month and the return period.
the 16" day
through the last
day of each month
September Special rules apply | See Tax Return Calendar.
Quarterly Calendar Quarters | Not later than the 14™ day after the last day of
the quarter.
Annual Calendar Year Not later than the 30" day after the last day of

the calendar year.

*Exception: If the due date falls on a Saturday, Sunday, or legal holiday, the return and
remittance is due on the immediately preceding day which is not a Saturday, Sunday or

legal holiday, except as noted in the special filing provisions for the month of September
(see 27 CFR 24.271(c)(3)).

TTB Wine Industry Seminar ~ Trade Investigations Division ~ 2010




65

Quarterly Excise Tax Payments
L) 27 cFR 24.271

Some wine premises may submit Excise Tax Returns and tax payment quarterly, if
the following conditions are met:

1. The Excise Taxes totaled not more than $50,000 the previous calendar year, and
2. The Excise Taxes will total not more than $50,000 the current calendar year, and
3. Sufficient deferral coverage is provided.

If mailed, the tax return and tax must be postmarked not later than the 14" day after
the close of the calendar quarter. If filed using the Pay.Gov program, ACH payment
must be completed no later than 4:00 PM Eastern Time one business day prior to
the due date.

If the $50,000 limit is exceeded during the calendar year, the taxes must be paid

immediately. Twice-monthly filing must resume for the rest of the calendar year, as
well as during the following calendar year.

Annual Excise Tax Payments
L) 27 cFR 24.273

Some wine premises may submit one Excise Tax Return and tax payment annually,
if the following conditions are met:

1. If the Excise Taxes totaled less than $1,000 the previous calendar year, and
2. The Excise Taxes will total less than $1,000 the current calendar year, and

3. Sufficient deferral coverage is provided, and additional deferral coverage has not
been given.

If mailed, the tax return and tax must be postmarked not later than the 30" day after
the close of the calendar year. |If filed using the Pay.Gov program, ACH payment
must be completed no later than 4:00 PM Eastern Time one business day prior to
the due date.

If the $1,000 limit is reached during the calendar year, the taxes must be paid

immediately. Twice-monthly or quarterly (if eligible) filing must resume for the rest of
the calendar year, as well as during the following calendar year.
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Alcohol & Tobacco Due Dates for Semi-Monthly Tax Returns
for Revenue Producing Plants ~ Calendar Year 2010

Serial Number

Return Period

Due Date

January 1-15, 2010

January 29, 2010

January 16-31

February 12

February 1-15 March 1
February 16-28 March 12
March 1-15 March 29
March 16-31 April 14
April 1-15 April 29
April 16-30 May 14
May 1-15 May 28
May 16-31 June 14
June 1-15 June 29
June 16-30 July 14
July 1-15 July 29
July 16-31 August 13
August 1-15 August 27
August 16-31 September 14
September 1-15 September 29

September 16-25

September 28 Non-EFT

September 16-26

September 29 EFT

September 26-30

October 14 Non-EFT

September 27-30

October 14 EFT

October 1-15

October 29

October 16-31

November 12

November 1-15

November 29

November 16-30

December 14

December 1-15

December 29

NINNNNNRIRR R R R R R R Rk
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December 16-31

January 14, 2011

The above list takes into account all federal holidays. In the event that the due date,
as indicated in this schedule, falls on a statewide legal holiday in the state where the
return is required to be filed, the due date is the immediately preceding date which is

not a Saturday, Sunday or legal holiday for Non-EFT payers.

Statewide legal holidays would not advance the due date of EFT tax returns and
payments, as long as the Federal Reserve Bank of New York City remains open and
accepts electronic fund transfer payments.

For Pay.gov payments: ACH payments must be completed no later than 4:00 PM

Eastern Time one business day prior to the due date.
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Alcohol & Tobacco Due Dates for Quarterly Tax Returns
for Revenue Producing Plants ~ Calendar Year 2010

Serial Number Return Period Due Date
1 January 1 — March 31, 2010 April 14, 2010
2 April 1 — June 30, 2010 July 14, 2010
3 July 1 — September 30, 2010 October 14, 2010
4 October 1 — December 31, 2010 January 14, 2011

Public Law 109-59 amended 26 USC 5061 to allow proprietors of distilled spirits
plants, bonded wineries, bonded wine cellars and breweries who were liable for not
more than $50,000 distilled spirits, wine or beer excise tax in the previous calendar
year, and who reasonably expect to be liable for not more than $50,000 in such
taxes in the current year to file tax returns on a quarterly basis.

NOTE: Be sure that bond coverage is sufficient before you elect to file returns on a
guarterly basis. Refer to guidance posted on our web site at www.tth.gov
concerning how to qualify for quarterly filing or call us at 1-877-882-3277.

The above list takes into account all federal holidays. In the event that the due date,
as indicated in this schedule, falls on a statewide legal holiday in the state where the
return is required to be filed, the due date is the immediately preceding date which is
not a Saturday, Sunday or legal holiday for Non-EFT payers.

Statewide legal holidays would not advance the due date of EFT tax returns and
payments, as long as the Federal Reserve Bank of New York City remains open and
accepts electronic fund transfer payments.

For Pay.gov payments: ACH payments must be completed no later than 4:00 PM
Eastern Time one business day prior to the due date.
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Safe Harbor Rule for September Taxes
27 CFR 24.271(c)(2)

The wine excise tax due for the second tax period in September may be paid using
the Safe Harbor Rule, as follows:

Tax Period Amount Due Due Date
100% of taxes due for
EFT taxpayers Sept. 1-15 Sept. 1-15 September 29
73.3% of taxes incurred
Sept. 16-26 Sept. 1-15 September 29

100% of taxes due for
Sept. 27-30 | Sept. 27-30 + rest of taxes October 14
due for Sept. 16-26

Non-EFT 100% of taxes due for
t_axpayers Sept. 1-15 Sept. 1-15 September 29
66.7% of taxes incurred
Sept. 16-25 Sept. 1-15 September 28

100% of taxes due for
Sept. 26-30 | Sept. 26-30 + rest of taxes October 14
due for Sept. 16-26

Payment by Electronic Fund Transfer
L) 27 cFR 24.272

Some companies are required to pay their wine excise taxes by electronic fund
transfer (EFT) rather than by check or other forms of payment.

e EFT is required if the gross amount of wine excise tax liability was $5 million or
more during the previous calendar year.

e The gross liability includes all domestic taxable removals and the tax on imported
wine, before consideration of refunds, credits or drawback.

e The gross liability of all members of a controlled group are considered, and all
members of a controlled group required to EFT must make tax payments by EFT.

See Procedure 91-1, “TTB Procedure for Payment of Tax by Electronic Fund
Transfer,” for detailed guidance on filing taxes by EFT.

JEj http://www.ttb.gov/procedures/91-1.shtml
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Penalties and Interest

When a company fails to file a required tax return, make timely tax payment or
deposits, or willfully neglects to pay taxes, the Government may impose certain
financial penalties. If tax is underpaid due to fraud, the taxpayer may be subject to a
civil fraud penalty. In certain cases, the taxpayer may be subject to criminal
prosecution.

This is a brief overview of the most common types of penalties imposed. It is not
intended to be inclusive of all penalties assessable by the Federal Government. This
information is given to help reduce the likelihood of incurring such liabilities.

Failure to File (FF) Penalty is equal to 5% of the tax not paid by the due date for
each month or part of a month that the return is late. This penalty cannot be more
than 25% of the tax. If taxes are paid by Electronic Fund Transfer, the taxpayer is
responsible for the timely filing of the tax return.

Failure to Pay (FP) Penalty is equal to 1/2 of 1% of the unpaid taxes for each
month or part of a month after the due date that the tax is not paid. This penalty
cannot be more than 25% of the unpaid tax. If a penalty for FF and a penalty for FP
both apply for the same month, the amount of the penalty for failure to file for that
month is reduced by the amount of the penalty for failure to pay tax shown on a
return.

Failure to Deposit (FTD) Penalty is charged for failure to deposit correctly. The
three components of a correct deposit are that it is made timely, in the correct
amount, and in the correct manner. Failure to comply with any of these components
may invoke the FTD Penalty. Deposits are due on or before the deposit due date.
The penalty rate ranges from 2% to 15% of the underpayment depending on the
number of days a deposit is late.

Interest, compounded daily, is charged on any unpaid tax from the due date of the
return until the date of payment.

For more information on determining the rate of interest, as well as a table of interest
rates, please see Internal Revenue Service Revenue Ruling 2008-54.

B hito://www.irs.gov/publirs-drop/rr-08-54.pdf
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This is an example of a properly completed semi-monthly Excise Tax
Return:
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Small Domestic Producer Credit
26 U.S.C. 5041(c); 27 CFR 24.278-279

Who is allowed to use the Small Domestic Producer Credit?
Domestic producers of not more than 250,000 wine gallons during a calendar year
are allowed up to 90 cents per gallon on the 1% 100,000 wine gallons of wine (other
than sparkling wines) which are removed during the same year for consumption or
sale. The credit on hard cider is up to 5.6 cents per gallon, rather than 90 cents per
gallon.

What figures are used to determine how much wine was produced?
The amount of wine produced for small domestic producer credit purposes is the
total of the amount produced by fermentation plus any volume increases due to wine
produced by amelioration, wine spirits addition, sweetening, production of a formula
wine, sparkling wine, and wine produced by the same company outside the United
States.

When does a wine taxpayer use less than 90 cents per gallon

credit? If the amount of wine produced during the year exceeds 150,000 wine
gallons, the credit is reduced by 1% for every 1,000 wine gallons of wine produced in
excess of 150,000 wine gallons.

How is the credit used by Controlled Groups? The production and
taxable removal of wine by all members of a controlled group are added together
when determining if the Small Domestic Producer Credit may be used. The credit
may be taken on the first 100,000 gallons taxably removed by all members of the
controlled group.

Can the credit be transferred to another taxpayer? The credit may be
transferred to another taxpayer as long as the transferring (sending) winery would be
eligible to use the credit if it paid the tax itself, produced the wine, holds title to the
wine, and provides the taxpayer with sufficient information to pay the tax correctly
using the credit.
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Small Domestic Producer Credit Production Levels
26 U.S.C. 5041(c) and 27 CFR 24.278-.279

The amount of small domestic producer credit a company may use depends upon
the amount of wine produced each calendar year:

If Production is:

150,000 gallons or less

Over 150,000 to 250,000

More than 250,000 gallons

No Production

Credit Available Per Year is:

$ .90 per gallon on first 100,000
gallons taxably removed per calendar year
(Exception: transferred credit)

$ .89 - $ .01 per gallon on first

100,000 gallons taxably removed per
calendar year. See chart on next page for
the effective tax rates.

(Exception: transferred credit)

None available
(Exception: transferred credit)

None available
(Exception: transferred credit)

e The production and removals of all members of a controlled group are added
together to determine how much wine was produced and removed by the
company as a whole each calendar year.

e All removals beyond 100,000 gallons each year calendar year must be tax paid

at the full tax rate.

e Credit may not be used on the taxable removal of Sparkling Wine.
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This is an example of a properly completed quarterly Excise Tax Return showing the
use of the Small Domestic Wine Producer Credit in Schedule B:
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What are the Rules for Transferring Small Domestic

Wine Producer's Tax Credit?
26 U.S.C. 5041(c)(6) and 27 CFR 24.278-.279

Many small wine producers with limited space at their own wineries elect to transfer wine to
other bonded wine premises (often commercial bonded wine cellars, or “BWCs”) for storage
and distribution. Small wineries often pay the excise tax on their wine before shipping it to a
BWC, in order to make use of the Small Domestic Producer’s Tax Credit. Under certain
conditions, small wine producers have the option of transferring the use of their credit to
other bonded wine premises, to be used when their wine is removed for consumption or sale
(tax paid).

Who is eligible for the Small Domestic Producer’s Credit?

Producers of not more than 250,000 gallons of wine per calendar year are eligible for a
credit which lowers the tax due on the first 100,000 gallons of wine taxably removed each
calendar year.

Non-producing wine premises and companies which produce more than 250,000 gallons per
year are generally not eligible to use the Small Domestic Producer’s Credit when making
taxable removals from their bonded premises. The exception is when the credit is
transferred by an eligible small producer to another taxpayer (a “transferee”), to be used on
its behalf. A transferee is often a Bonded Wine Cellar (BWC), but it may be any bonded wine
premises.

What wine is eligible for transfer of the Small Domestic Producer’s Credit?

Credit may be transferred on wine (other than champagne or other sparkling wine) which
was produced by a winery that is eligible for the credit.

When may a winery transfer its credit to another taxpayer?

There are five conditions which must be met before a transferee may use credit on behalf of
an eligible small wine producer. All conditions must be met.

¢ The wine produced by the small winery would be eligible for the small domestic producer
tax credit if removed from the producer’s own premises.

e Wine is removed by the transferee, who is liable for the tax.
The producer holds title to the wine at time of taxable removal.

e The producer provides to the transferee the information that is necessary to properly
determine the transferee’s credit.

e The removal is within the first 100,000 gallons taxably removed during the calendar year
by the small winery and/or on behalf of the small winery.
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What information should be sent to the transferee?

The transferee (receiver/taxpayer of the wine) needs enough information to properly
determine how much credit to take. A written statement that includes the following would
meet that need:

The names of the producer and the transferee;

The quantity and tax class of wines to be shipped;

The date the wine is to be removed from bond for consumption or sale;.

Confirmation that the producer is eligible for credit and the credit rate to which the wine

is entitled (e.g., in the case of a blended wine, the percentage of wine, if any, that was

not produced by the producer and is thus not eligible for the credit); and

e Confirmation that the shipment is within first 100,000 gallons removed by (or on behalf
of) the producer for the calendar year.

e If not 100%, the percentage eligible for the credit

How is the Excise Tax Return Prepared?

The transferee uses that information to report and pay the taxes due. Here is an example of
how to complete Schedule B of the Excise Tax Return, Form 5000.24, that shows how the
tax to be paid was determined:

The names of the producers for whom credit is being taken
Their credit rates
The total credit taken on behalf of each

Example of Schedule B

SCHEDULE B - ADJUSTMENTS DECREASING AMOUNT DUE
EXPLANATION OF INDIVIDUAL ERRORS OR |AMOUNT OF

TRANSACTIONS ADJUSTMENTS
(c)
@) (B) TAX | NTEREST

30. ABCD Cellars 2,377.5 gallons @ $.90 credit |$2,139.75 '$
31. XYZ Vineyards, 59.4 gallons @ $ .72 credit |$42.77

32.

33. SUBTOTALS OF COLUMNS (b) and (c) $2,182.52 $

34. TOTAL ADJUSTMENTS DECREASING AMOUNT DUE

(Line 33, Col (b) + (c)) Enter here and on line 20. $2,182.52

What does the producing winery show on its Reports and Returns?

The producing winery shows the transfer in bond to the transferee on its Report of Wine
Premises Operations, Form 5120.17. It does not show the taxable removal on its tax returns
or on its Report of Wine Premises Operations, Form 5120.17.
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What does the transferee premises show on its Reports and Returns?

The transferee shows the receipt of wine transferred in bond from the producing winery on
its Report of Wine Premises Operations, Form 5120.17. When the producer asks the
transferee to make the taxable removal with its credit, the transferee shows the taxable
removal of the wine from its Report of Wine Premises Operations, Form 5120.17 and files a
tax return, listing the removal as shown above.

What is the limit for making taxable removals using the Small Domestic
Producer’s Credit?

The limit from all locations combined each calendar year is 100,000 wine gallons. The
producer must keep track of all taxable removals being made on its behalf. After 100,000
gallons have been removed with credit from all locations, the producer’s taxable removals
must be made at the full rates (without credit) for the rest of the calendar year. This is why
the transferee needs to receive written notice prior to each removal.

If the producer blends wine into its wine that it did not produce, can credit still
be taken?

Yes and no. The credit is not transferable on wine which was not produced by the small
producer. If wine was blended into the small producer’s wine, the tax payment should be
made at small producer’s premises for full benefit of the credit.

The alternative is to notify the transferee in the written notice about the percentage of the
wine which is ineligible for credit. The ineligible portion can then be taxpaid by the transferee
at the full tax rate.

Can the producer transfer credit on wine it produced for a custom crush
customer?

Yes, but only if the producer holds title to the wine at the time of removal from bond. If the
custom crush customer holds title to the wine, the credit may not be transferred to another
taxpayer. Accordingly, in order to get the benefit of the credit, the removal must be made
from the producer’s winery.

How are increasing and decreasing adjustments shown on the Excise Tax
Return?

If, at the end of the calendar year, it is determined that the winery produced more wine than
expected, making the credit rate which was used incorrect, all parties that have used the
winery’s small producer credit must make increasing tax adjustments.

Also, if the producer fails to produce any wine during the year, the taxpayers make an
increasing adjustment during the last period of the calendar year.
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If too much tax was paid on behalf of the producer, such as if the incorrect rate of credit was
used, the transferees and any other taxpayers who used the winery’s credit may file a claim
on behalf of the producer. When the claim is approved by TTB, the taxpayers may make a
decreasing tax adjustment in the form of a credit, or request a refund.

Summary of “Who Should Do What...”

1. Producer sends wine to transferee (i.e., BWC) with a transfer in bond
record.

2. Producer shows wine has been transferred in bond on Form 5120.17.
3. Producer asks the transferee in writing to remove certain wine from bond.

4. Transferee shows taxable removal on its Form 5120.17 and pays the tax
with producer’s applicable credit rate.

5. Producer keeps track of how much wine has been taxably removed from
anyl/all transferee facilities, keeping 100,000 total removals per year in
mind.

6. Increasing or decreasing tax adjustments are made by the entities that
taxably removed wine, and not the producer.

HH#t#
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This is an example of a properly completed Excise Tax Return showing the use of
Transferred Small Domestic Wine Producer Credit in Schedule B:
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Repeal of Special (Occupational) Tax on Alcohol Occupations

On August 10, 2005, President Bush signed into law the “Safe, Accountable, Flexible,
Efficient Transportation Equity Act: A Legacy for Users,” Public Law 109-59. Section 11125
of the Act permanently repeals, effective July 1, 2008, the special (occupational) taxes on:

Producers and marketers of alcohol beverages,
Manufacturers of nonbeverage products,

Users of tax-free alcohol, and

Users and dealers of specially denatured spirits.

Although the tax has been repealed for these occupations, recordkeeping and registration
requirements remain for:

e Producers and marketers of alcohol beverages, and
¢ Manufacturers of nonbeverage products.

Regulations will require marketers of alcohol beverages to register in the following
circumstances:

e Before beginning business;

e On or before each subsequent July 1, but ONLY IF there has been a change in the
existing registration information;

e Upon going out of business; and

e A transition rule will require the registration of existing businesses that have not
registered on or after January 1, 2007.

Distilled spirits plants, breweries, wineries, bonded wine warehouses, and taxpaid wine
bottling houses that sell alcohol products fit for beverage use will be treated as alcohol
beverage dealers and therefore will be subject to the same registration requirements.
However, to simplify the registration process, TTB will deem these persons to have
registered as alcohol beverage dealers when they file their application for registration or
brewer’s notice under the qualification provisions of 27 CFR parts 19, 24, or 25. Similarly,
amended dealer registrations will not be required if the qualification files are kept up to date.

Manufacturers of nonbeverage products will be deemed to have registered each year when
they file their first claim for the year.

Recordkeeping requirements will remain as they are for:

Alcohol beverage dealers,

Manufacturers of nonbeverage products,

Users of tax-free alcohol,

Users and dealers of specially denatured spirits,
Distilled spirits plants,

Breweries,

Wineries,

Bonded wine warehouses, and

Taxpaid wine bottling houses.
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Any past due tax liabilities that were incurred for periods before the effective date of the
repeal remain and will be collected. (However, there is no liability for alcohol occupations,
other than users of tax-free alcohol and users and dealers of specially denatured spirits,
during the previously enacted three-year tax suspension that runs from July 1, 2005, through
June 30, 2008.)

Section 11125 of Public Law 109-59 does not affect any tobacco occupations; therefore,

¢ manufacturers of tobacco products,
e manufacturers of cigarette papers and tubes, and
e tobacco export warehouse proprietors

must continue to register and pay the special (occupational) tax every year. The registration
and tax for these tobacco occupations is due before beginning business, and on or before
July 1 of every year after that.

TTB plans to issue regulations amendments to implement the repeal as soon as possible.
Corresponding changes will be made throughout the TTB Web site as appropriate.

See filing instructions and forms for current SOT requirements or call 1-800-937-8864 if you

need additional assistance.

#H#
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Federal Wine Labeling Regulations
27 CFR Part 4

Scope

Definitions

Standards of Identity for Wine

Labeling Requirements for Wine

Requirements for Withdrawal of Wine from Customs Custody
Requirements for Approval of Labels of Wine Domestically Bottled or
Packed

Advertising of Wine

Standards of Fill for Wine

General Provisions

American Grape Variety Names

Use of the term “Organic”

Part 4, Subpart C — Standards of Identity for Wine

4.20
421
4.22
4.23
4.24

Application of standards.

The standards of identity.

Blends, cellar treatment, alteration of class or type.

Varietal (grape type) labeling.

Generic, semi-generic, and non-generic designations of geographic

significance.

4.25
4.26
4.27
4.28

Appellations of origin.

Estate bottled.

Vintage wine.

Type designations of varietal significance.

Part 4, Subpart D — Labeling Requirements for Wine

4.30
4.32

General.
Mandatory label information.

4.32a Voluntary disclosure of major food allergens
4.32b Petitions for exemption from major food allergen labeling

4.33
4.34
4.35
4.36
4.37
4.38
4.38
4.39

Brand names.

Class and type.

Name and address.

Alcoholic content.

Net contents.

General requirements.

Bottle cartons, booklets and leaflets.
Prohibited practices.
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Wine Labeling

1. Labels must be pre-approved by TTB (27 CFR 4.50(a))
2. Mandatory Label Information (27 CFR 4.32)

Brand Label:

Brand Name (27 CFR 4.33)
Class or Type Designation (27 CFR 4.34)
Alcohol Content (27 CFR 4.36)

Any Label:
Bottler's Name and Address (27 CFR 4.35)
Net Contents (27 CFR 4.37)
Sulfite Declaration (27 CFR 4.32(e))

Health Warning Statement (27 CFR 16)
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Brand Name
27 CFR 4.33

The Brand Label must bear a Brand Name (the name under which the product is
sold).

If there is no Brand Name, the name of the bottler, packer or importer, if shown on
the Brand Label, is considered the Brand Name.

The Brand Name may not create a misleading impression about the product.

Class and Type Designations
27 CFR 4.21 and 4.34

The “class and type” is the specific identity of the wine, and it must appear on the
Brand Label.

Nine classes are listed in 27 CFR 4.21;

Grape Wine

Sparkling Grape Wine

Carbonated Grape Wine

Citrus Wine

Fruit Wine

Wine from Other Agricultural Products

Aperitif Wine

Imitation and Substandard or Other than Standard Wine
Retsina Wine

An Appellation of Origin must appear in direct conjunction with, and in lettering
substantially as conspicuous as, the class and type designation, if a varietal, a type
designation of varietal significance, a semi-generic designation or a vintage date is
used. (27 CFR 4.34(b))
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Alcohol Content
27 CFR 4.36

The alcohol content statement must appear on the Brand Label. Alcohol
content may also appear on a strip label, if it appears with the brand label.

Wines with an alcohol content of 14% or less may be stated as “Table” wine or
with the alcoholic content.

If the alcoholic content is used, it must appear as the percentage of alcohol by
volume:

“Alcohol ___ % by volume”
If a range is used, it may read: “Alcohol % to ___ % by volume”
Abbreviations may be used for “Alcohol” and “Volume:”

“Alc.” or “Alc”
“Vol.” or “Vol”

Tolerances:

1.5% for wines with 14% or less alcohol by volume; may not cross into the
next tax class

1% for wines with more than 14% alcohol by volume; may not cross into a
different tax class

3% when a range is shown on 14% or less alcohol wines; must be within
the stated range

2% when a range is shown on more than 14% alcohol wines; must be
within the stated range

Examples of alcohol test results

Test Result Tax Class
13.999% 14% and under
14.0000% 14% and under
14.01% to 14.04% 14% and under
14.05% to 14.09% Over 14%

14.1% Over 14%
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Bottler's Name and Address
27 CFR 4.35

1. Name of the bottler, and City and State as shown on the Basic Permit or other
gualification document.

2. Must be preceded by “Bottled by” or “Packed by”

3. Additional statements that may be used:
e “Produced” or “Made” may be used if the bottling winery -
Fermented not less than 75% of the wine at the stated address, or
Changed the class or type of the wine at the stated address, or
Produced sparkling wine by secondary fermentation at the stated address

e “Blended” may be used if the named winery mixed the wine with other wines of
the same class and type at the stated address

e “Cellared,” “Vinted” or “Prepared” may be used if the named winery subjected
the wine to cellar treatment at the stated address

4. The operating or trade name used must be identical to a name listed on the Basic
Permit or other qualification document.

Net Contents
27 CFR 4.37, 27 CFR 4.72; 27 CFR 24.255(b)

Must be stated in metric standard of fill using milliliters or “ml” on containers of less
than one liter, and as liters and decimal portions of a liter on containers of one liter or
more. May be etched or blown into the glass in lieu of appearing on the label, and
U.S. equivalents may also be shown.

Metric Standards of Fill:

3 liters 750 milliliters 187 milliliters Even liters for
1 liter 500 milliliters 100 milliliters containers of 4 liters
375 milliliters 50 milliliters or larger.

Fill tolerances are listed in 27 CFR 24.255(b) (see page 125).
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Sulfite Declaration
27 CFR 4.32(e)

The Sulfite Declaration must appear as “Contains Sulfites,” “Contains (a) Sulfiting
Agent(s),” or similar appropriate phrase.

It is required if total sulfur dioxide or a sulfating agent is detected at 10 ppm or more.

The statement may be omitted if laboratory analysis determines that the sulfite
content is less than 10 ppm total sulfur dioxide. The analysis may be performed by
TTB or by a TTB-Certified Laboratory.

Attach the lab analysis to Form 5100.31 Application for Certificate of Label Approval
when you send it for approval.

Call the TTB Compliance Laboratory in Walnut Creek, CA about the submission of
samples:
(925) 280-3642

Alcohol Beverage Health Warning Statement
27 CFR Part 16

The statement must appear on all containers for sale or distribution, must be legible
on a contrasting background, and appear separate and apart from all other
information.

The words “GOVERNMENT WARNING” must appear in capital letters and in bold
type, and the rest of the warning statement may not appear in bold type. The “S” in
“Surgeon” and the “G” in General must also be capitalized.

Required language:

GOVERNMENT WARNING:

(1) According to the Surgeon General, women should not drink alcoholic
beverages during pregnancy because of the risk of birth defects.

(2) Consumption of alcoholic beverages impairs your ability to drive a car or
operate machinery, and may cause health problems.
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Fruit Wine
27 CFR 4.21(e)

Fruit wine derived wholly from one kind of fruit shall be designated by the word
“wine” qualified by the name of such fruit [e.g., “peach wine,” “blackberry wine”].

Berry wine is fruit wine produced from berries.

Fruit wine or berry wine derived from more than one fruit may be designated as
Fruit Wine or Berry Wine qualified by a truthful and adequate statement of
composition appearing in direct conjunction. If any fruit contributes less than 40% to
the blend of two fruits, less than 30% to a blend of three fruits, or less than 20% to a
blend of four fruits, percentages must be shown for each fruit, totaling 100%.

Fruit table wine or berry table wine is fruit or berry wine having an alcoholic
content not in excess of 14 percent by volume.

Fruit dessert wine or berry dessert wine is fruit or berry wine having an alcoholic
content in excess of 14 percent but not in excess of 24 percent by volume.

Any fruit wine containing no added brandy or alcohol may be further designated as
“natural.”

Formula Wines
27 CFR 24.80

The proprietor shall, before production, obtain approval of the formula and process
by which special natural wine, agricultural wine, and other than standard wine are to
be made. [e.g., Honey Wine; Rhubarb Wine; Blend of Grape and Peach Wine]

The formula must be prepared and filed on TTB F 5100.51, Formula and Process for
Domestic and Imported Alcohol Beverages.

Qualifications on an approved wine formula may require additional labeling.

Examples:

“Other than Standard Wine”

“Grape Wine with Artificial Flavors Added”

“Grape Wine with Natural Flavor Added”

“A Blend of Grape Wine and [“Name of Fruit’] Wine”
(Label must show percentage of each kind of wine)
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Hard Cider

In accordance with 27 CFR 24.10, Hard Cider ~

e Is a still wine derived primarily from apples or apple concentrate and water (apple
juice, or the equivalent amount of concentrate reconstituted to the original brix of
the juice prior to concentration, must represent more than 50 percent of the
volume of the finished product)

e Contains no other fruit product nor any artificial product which imparts a fruit
flavor other than apple

e Contains at least one-half of 1 percent and less than 7 percent alcohol by volume
e Has the taste, aroma and characteristics generally attributed to hard cider

Is sold or offered for sale as hard cider

Excise Tax on Hard Cider: $.226 per wine gallon (26 USC 5041(b)(6))

Small Domestic Wine Producer Credit on Hard Cider: For producers of not more
than 150,000 gallons of wines during the calendar year, the credit on hard cider is
$.056 per wine gallon for the first 100,000 gallons of wine taxably removed per
calendar year. The credit is reduced for producers of more than 150,000 gallons but
not more than 250,000 gallons of wine. Production and taxable removal of hard
cider is counted along with other types of wine for determining eligibility for small
domestic wine producer credit.

Labeling: Since the term “hard cider” designates a wine tax class defined in 27
CFR Part 24.10 ( as paraphrased above), but may also be used on the labels of
wines that do not belong to that tax class (such as fruit-flavored hard ciders or apple
wine containing 7% or more alcohol by volume), the wine must be adequately
marked to identify the tax class. See also 27 CFR 4.21(e)(5), Standards of Identity,
Class 5, fruit wine, and 27 CFR 24.257(a)(4)(iv), Labeling Wine Containers.

Records and Reports: Wine records are maintained by tax class and must include
a separate record for hard cider, if produced, received, etc. The Report of Wine
Premises Operations Form 5120.17 provides a separate column for the reporting of
hard cider production, receipt and removal.
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Minimum Type Sizes
27 CFR 4.38; 27 CFR 16.22

Brand Name, Class/Type, Bottler's Name and Address, Net Contents,
Sulfite Statement and Appellation (if mandatory):

At least 2 mm for containers larger than 187 ml,
At least 1 mm for containers 187 ml or less

Alcohol content:

At least 1 mm but not larger than 3 mm for containers of less than
5L

Health Warning Statement:

« Not smaller than 3 mm for containers larger than 3L with a
maximum of 12 characters per inch

o Not smaller than 2 mm for containers over 237 ml to 3L with a
maximum of 25 characters per inch

e Not smaller than 1 mm for containers of 237 ml or less with a
maximum of 40 characters per inch
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Optional Labeling Terms

Varietal Designation
27 CFR 4.23, 4.28, 4.91

Appellation of Origin
27 CFR 4.25

Estate Bottled
27 CFR 4.26

Vintage Date
27 CFR 4.27

Produced or Made By
27 CFR 4.35

Vineyard Designation
27 CFR 4.39(m)

One variety: 75%

Name is listed in 27 CFR 4.91
Appellation of Origin

Entire 75% varietal content comes
from named Appellation

Two or more varieties: % of each

75% for a Political Subdivision
85% for an American Viticultural Area
(AVA)

Winery grew 100% of the grapes and
produced and bottled 100% of the
wine, and the grapes were harvested
from vineyard(s) in the same AVA as
the bottling winery.

Appellation must be an AVA.

95% from year of harvest if an AVA is
used as the Appellation

85% if an AVA is not used as the
Appellation

Appellation must be smaller than a
country

75% produced by fermentation or
Class/type was changed by bottler

95% from grapes harvested from
named vineyard

TTB Wine Industry Seminar ~ Trade Investigations Division ~ 2010




93

Appellation of Origin
27 CFR 4.25

An appellation of origin is required to appear on the Brand label if any of the
following appear on your label:

Grape varietal is used on the Brand label

Type designation of varietal significance is used on the Brand label
Semi-generic designation

Vintage date

Estate Bottled (AVA required)

An American appellation may be:

United States
0 At least 75% of the wine is derived from fruit grown in the United States
and the wine is fully finished in the United States
A State
0 At least 75% of the wine is derived from fruit grown in the State and the
wine is fully finished within the State or adjoining State
Two or no more than three contiguous States
o All of the fruit was grown in the States indicated, the percentage of
wine from each State is shown and the wine is fully finished in one of
the labeled appellation States
A County
0 At least 75% of the wine is derived from fruit grown in the county and
the wine is fully finished within the State where the county is located
Two or no more than three Counties (in the same State)
o All of the fruit was grown in the counties indicated, the percentage of
wine from each county is shown and the wine is fully finished in the
State where the counties are located
American Viticultural Area (AVA)
0 The appellation has been approved by the TTB
0 At least 85% of the wine is derived from grapes grown within the
boundaries of the viticultural area and the wine is fully finished in the
State where the viticultural area is located
Overlapping AVA’s
0 An appellation of more than one AVA may be used if the AVA'’s overlap
and not less than 85% of the volume of the wine is derived from grapes
grown in the overlapping area
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Wines Made From Out-of-State Fruit
27 CFR 4.39 and 27 CFR 24.314

Statements on labels must be truthful and supported by a complete and accurate
audit trail. A wine is not entitled to have information stated on the label unless the
information can be readily verified by a complete and accurate record trail from the
beginning source material to removal of the wine for consumption or sale.

Example 1: Wine made by an Idaho winery by fermentation of juice from at least
75% Chardonnay grapes grown in Washington in 2006, could be
labeled:

e 2006 Washington Chardonnay, produced/bottled by ID winery; or

e American Chardonnay, produced/bottled by ID winery

Example 2: Wine made by an Idaho winery by blending 25% wine produced by their
own fermentation with 75% Chardonnay wine produced in Washington
from 2006 grapes and shipped in bond, could be labeled:

e 2006 Washington Chardonnay, Vinted and bottled by ID winery; or
e American Chardonnay, Vinted and bottled by ID winery

Example 3: Wine made by an Idaho winery by fermentation of juice from less than
75% Chardonnay grapes grown in Washington in 2006 could be
labeled:

e White Wine, produced and bottled by ID winery
Example 4: Wine made by an Idaho winery by fermentation of juice from at least
75% Chardonnay grapes grown in California in 2006, could be labeled:

e American Chardonnay, produced/bottled by ID winery
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Labeling Imported Bottled Wine

1. Labels must be pre-approved by TTB (27 CFR 4.40)
2. Mandatory Label Information (27 CFR 4.32)

Brand Label:

Brand Name (27 CFR 4.33)
Class or Type Designation (27 CFR 4.34)
Alcohol Content (27 CFR 4.36)

Appellation (27 CFR 4.23 - 4.27). under certain
circumstances

Any Label:
Importer's Name and Address (27 CFR 4.35 (b))

Net Contents (27 CFR 4.37)
Sulfite Declaration (27 CFR 4.32(e))
Health Warning Statement (27 CFR 16)

Country of Origin
(U.S. Customs and Border Protection requirement)
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Labeling Imported Bulk Wine

1) Bulk wine must be imported by the holder of a Federal Importer's Basic Permit.

2) For blends of American and foreign wines:

e The percentage of foreign wine must be disclosed if any reference is made to
presence of the foreign wine

e The blend must conform to country of origin’s requirements

e If the blend is less than 75% American or Foreign, no appellation of origin,
vintage or varietal designation may be shown

e If the blend is at least 75% American
0 May be labeled with “American” and have a varietal designation
0 May be labeled with an appellation other than American, if:
= Wine meets applicable percentage requirements (75% or 85%)
= Wine is fully finished in labeled appellation
= Wine conforms to laws and regulations of labeled appellation.

e Ifthe blend is at least 75% Foreign, the wine may be labeled with the Foreign
appellation if the wine conforms to the requirements of the Foreign laws and
regulations governing the composition, method of production, and designation
of wines available for consumption within the country of origin

e “Country of origin” label statement may be required on bulk wine imported and
bottled in the U.S. (USCBP requirement)

3) For 100% Foreign Wine Bottled in the U.S.:

e The wine may be labeled with foreign appellation of origin only if it meets
appropriate percentage requirements for appellations under TTB’s
regulations, and it meets laws and regulations of the labeled appellation of
origin.

e If the wine is not labeled with an appellation, it may not be labeled with a
vintage or varietal designation.

e “Country of origin” label statement may be required on bulk wine imported and
bottled in the U.S. (USCBP requirement)

4) Contact TTB’s International Trade Division for further advice at (202) 453-2260.
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Organic Labeling

% The National Organic Program (NOP) is administered by the U.S. Dept. of
Agriculture (7 CFR Part 205).

See www.ams.usda.gov/nop for information on requirements.

R/

< As of May 23, 2005, all organic labeling applicants who are certified by a
USDA-accredited certifying agent (ACA) must obtain their ACA’s review and
approval of their organic labels prior to submission to TTB. Documented
proof of ACA review must accompany the COLA when submitted to TTB.

Proof of ACA review will be accepted in the form of a letter or memorandum
from the ACA, which must include a copy of the alcohol beverage label signed
and dated by the ACA.

Any such application received in TTB from a certified entity without proof of ACA
review will be automatically rejected.
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Notes
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Descriptive Terms of Specialized Farming Practices
Other than Organic

Description of specialized farming practices other than “organic” may appear on
alcohol beverage labels as additional information provided it is truthful, accurate,
specific, and does not conflict with mandatory labeling information per 27 CFR 4.38
(f) and 4.39(a)(1). TTB neither defines nor regulates specialized farming terms but
does reserve the right to request clarification and documented verification of any
graphics, seals, logos, or descriptive language appearing on labels.

ALFD has determined that valid certifying documents are required when the
following terms and/or logos appear on labels:

e Agriculture Biologique” or “Biodynamic” appearing on labels in any manner .

e “Biodyvin” or the accompanying logo appearing on the label. This is an actual
French certifier of biodynamic wines.

e “L.ILV.E.” anagram (Low Impact Viticulture and Enology) appears on label as
alogo orin text.

e Certified Fair Trade or Fair Trade

Any label specifically stating that the producer is certified by an
agricultural organization must have documented proof.

The following terms do not require certification and may appear on the label in
combination with words such as “Viticulture”, “Farming”, “Farmed”, “Ecology”, and
“Agriculture”:

¢ All Natural, Natural, Naturally — May not appear on flavored products

e Sustainable, Sustainably

¢ Dolphin Safe

e Salmon Safe

e Fish Friendly Farming
The following terms usually pertain to the environmental impact of the process and
packaging rather than to the product itself. These words and phrases may not

modify mandatory information on brand labels, but might appear as additional
information after review on a case-by-case basis:

e Eco-Friendly
e Environmentally Friendly
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e Carbon Zero — with further clarification
e Carbon Neutral
e Carbon Footprint

e Green

The following descriptive terms are generally misleading and are prohibited from
appearing on alcohol beverage labels (note that this is not an all-inclusive list):

e Contains No GMOs

e GMO Free (such as GMO Free Mendocino County)
e GMO Free-Zone

e GMO (Genetically Modified Organism)

e Not Genetically Modified

e Carbon Free

¢ Sulfite Free
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DEPARTMENT OF THE TREASURY
Alcohol and Tobacco Tax and Trade Bureau

Industry Circular 2006-1
Date: March 10, 2006

Impact of the U.S./EU Wine Agreement on Certificates of Label
Approval for Wine Labels with a Semi-Generic Name or Retsina

To: Bonded Wineries, Bonded Wine Cellars, Taxpaid Wine Bottling Houses,
Importers, and Others Concerned.

Purpose
This circular:

e Explains the intended change regarding who may use semi-generic names and
Retsina on wine labels;

e Explains the expected conditions under which semi-generic names and Retsina may
be used on non-EU wine labels;

e Provides guidance on how to submit applications for certificate of label approval
(COLA) for wine labels that contain semi-generic names and Retsina; and

¢ Explains the qualification that appears on your COLA for wine labels with a semi-
generic name or Retsina issued on or after March 10, 2006.

Summary

Following several years of negotiations, the United States and the European Union (EU)
signed an agreement on trade in wine between the parties (“the Agreement”) on March 10,
2006. The Agreement addresses a wide range of issues regarding the production, labeling,
and import requirements for wine that help to establish predictable conditions for bilateral
wine trade. Most significantly for U.S. wine exporters, the Agreement replaces the
temporary, short-term derogations the EU has been renewing since 1983 to allow the
importation of U.S. wine made using practices not recognized by EU regulations. The
Agreement also addresses semi-generic names of origin and the class designation Retsina
when they are used on non-EU wine, that is, U.S. wine and wine from other non-EU
countries that is sold in the U.S. You may view the full text of the Agreement via the TTB
Web site.
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Note: As of the date of this circular, the EU is comprised of 25 member States.

They are:

Austria
Belgium
Cyprus
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Ireland
Italy

Semi-Generic Names

Latvia

Lithuania
Luxembourg
Malta

Poland

Portugal

Slovak Republic
Slovenia

Spain

Sweden

the Netherlands
United Kingdom

The Internal Revenue Code of 1986 (IRC) at 26 U.S.C. 5388(c) defines each semi-generic
name as a name of geographic significance that is also a designation of class and type for
wine. The IRC further states that a semi-generic name may be used to designate wine of an
origin other than that indicated by its name only if there appears, in direct conjunction with
the designation, an appropriate appellation of origin disclosing the true place of origin and
the wine so designated conforms to the standard of identity. The semi-generic names and

the place of origin indicated by each name are:

Burgundy (France)
Chablis (France)
Champagne (France)
Chianti (ltaly)

Claret (France)

Haut Sauterne (France)
Hock (Germany)
Madeira (Portugal)

Malaga (Spain)
Marsala (Italy)
Moselle (France)
Port (Portugal)
Rhine (Germany)
Sauterne (France)
Sherry (Spain)
Tokay (Hungary)

Note: Angelica is a semi-generic name for wine of U.S. origin; however, the Agreement
does not affect its use, and it is not subject to any of the information in this circular.

Retsina

Retsina is a class of wine and is not a semi-generic name; however, under the terms of the
Agreement, it is treated the same as the semi-generic names. Its origin is Greece.

Background
In the Agreement, the U.S. made a commitment to seek to change the legal status of the
semi-generic names and of Retsina to restrict their use solely to wines originating in the

applicable EU member state, with certain exceptions. Because the IRC specifically defines
semi-generic names, this law must be changed in order to restrict the usage of the names to
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wines originating in the EU. Assuming the law is so changed, the Agreement contains an
exception to this rule. We refer to this exception as the “grandfather” provision. Under the
“grandfather” provision, any person or his or her successor in interest may continue to use a
semi-generic name or Retsina on a label of a wine not originating in the EU, provided the
semi-generic name or Retsina is only used on labels for wine bearing the same brand name,
or the brand name and the fanciful name, if any, that appear on a COLA that was issued
prior to March 10, 2006.

Note: As of the publication date of this circular, the IRC has not yet been changed. The
Alcohol and Tobacco Tax and Trade Bureau (TTB) will update this circular to reflect any
relevant changes made to the IRC by statute.

Example

In order to further your understanding of this issue we offer the following scenario. In this
example it is assumed that:

e The wine conforms to the standard of identity for Sherry, and
e The law has been changed to conform to our commitment in the Agreement.
Company A produces “Smith Elegance California Cream Sherry.” On the label and
corresponding COLA, the brand name is “Smith,” the fanciful name is “Elegance,” “Sherry” is
the class and type designation and “California” is the labeled appellation of origin. (Sherry
that is not from Spain must be labeled with an appellation of origin.)
e Under the “grandfather” provision, Company A may continue to use the semi-generic
name “Sherry” on labels, provided they do not change the brand name or fanciful
name as they appear on a COLA that was issued before March 10, 2006.

However:

e |If Company A changes the brand name from “Smith” to “Jones,” the use of the semi-
generic name “Sherry” is not “grandfathered” and is not permitted.

¢ If Company A continues to use the brand name “Smith” but changes the fanciful
name from “Elegance” to “Robust,” the use of the semi-generic name “Sherry” is hot
“grandfathered” and is not permitted.

e |f Company A continues to use the brand name “Smith” and the fanciful name
“Elegance” and changes the appellation of origin from “California” to “Napa Valley,”
the use of the semi-generic name “Sherry” is “grandfathered” and is permitted.

e |If Company A continues to use the brand name “Smith” and the fanciful name
“Elegance” and deletes “Cream,” the use of the semi-generic name “Sherry” is
“grandfathered” and is permitted.

e |f Company A sells the rights to Smith Elegance California Cream Sherry to
Company B, all the same rights and restrictions apply to Company B or any future
owner of the brand.
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Note: Itis sometimes difficult to identify the brand name and the fanciful name by simply
viewing the label. If there is any question of eligibility for the “grandfather” provision, we will
rely on the information that appears in the "Brand Name" and "Fanciful Name" fields on the
COLA that was approved before March 10, 2006.

COLAs with Semi-Generic Names or Retsina Submitted On or After
March 10, 2006.

In order to facilitate the review of COLASs for wine labels that contain semi-generic names or
Retsina and for the U.S. to uphold its commitments in the Agreement, we instituted the
following procedures and we ask for your cooperation. Providing the requested information
assists us in processing your application in the timeliest fashion. Failure to provide the
requested information may result in your application being rejected or returned for
correction.

o If your COLA is for a “new” use of a semi-generic name or Retsina, that is, no COLA
was issued before March 10, 2006, for this semi-generic name or Retsina that
reflects the same brand name or brand name and fanciful name, if any, please attach
a note to your application stating “This application is for a new use of the semi-
generic name (specify hame) or Retsina” (as applicable).

Note: Pending any change to the law, TTB will continue to approve “new” uses of
the semi-generic names and Retsina. Please keep in mind that in order for the U.S.
to meet its obligations in the Agreement, the Government must seek to change the
law to limit the use of these names on non-EU wine to those brands that were in
existence before March 10, 2006.

e If your COLA is for a “grandfathered” brand of semi-generic wine or Retsina, that is,
there is a COLA issued before March 10, 2006, with the same semi-generic name or
Retsina and the same brand name or brand name and fanciful name, if any, please
include with your COLA application a copy of either the COLA that was issued before
March 10, 2006, or a COLA with a qualification that confirms that it is for a
“grandfathered” brand. We recognize that the COLA submitted in support of your
application may not have been issued to your company. For example, if Company B
purchased rights to Company A’s “grandfathered” brand name, Company B may
submit a copy of Company A’s COLA to support its application.

Qualifications on COLAs

In order to provide you with guidance and information about your labels, we apply a
gualification to COLAs with semi-generic names and Retsina issued on or after

March 10, 2006. We desire to give applicants for “new” uses, that is, for brands for which no
COLA was issued prior to March 10, 2006, advance notice that the U.S. Government is
committed to seeking a change in the law regarding the use of these names that may affect
the labels on the COLA. Qualifying COLAs for “grandfathered” brands helps to streamline
the review of future COLA submissions for these brands.

e COLAs for “new” uses of the semi-generic names or Retsina are qualified:
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“As per the Agreement Between the U.S. and EU on Trade in Wine, the U.S. is
seeking to change 26 U.S.C. 5388(c) regarding the use of semi-generic names and
Retsina to limit their use to wine solely from the applicable EU member country
unless used on a COLA before March 10, 2006. If enacted, this change will result in
this certificate being revoked by operation of law (27 CFR 13.51).”

o COLAs for “grandfathered” brands that use a semi-generic name or Retsina are
qualified:

“Approved under the “grandfather” provision of the Agreement between the U.S. and
the EU on Trade in Wine.”
Questions

If you have questions concerning this circular, please contact the Advertising, Labeling and
Formulation Division (ALFD) at 1-866-927-ALFD (2533) or alfd@ttb.gov.

ot B o

John J. Manfreda
Administrator
Alcohol and Tobacco Tax and Trade Bureau
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As @ resut of the recently-enacied law further use of any COLAs or cenificates of
exernption bearng the above gualfication by TTE must cease. However,

products which have been bottled or imporied before December 20, 2004, may
still be remowed from bond.

Questons regardng this issue should be directed 1o the Advertising, Labeling
and Formulation Civisicn (ALFD). ALFD can b= reached at (202) 827-8140 or
toll free at 1-[888) B2T-2533 or by e-mail a3t ALFC@TTE gov.

ALLLILl
T
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Prohibited Labeling Practices
27 CFR 4.39

27 CFR 4.39(a): Statements on labels. Containers of wine, or any
label...shall not contain:

1) False, untrue or misleading statements

2) Statements disparaging to competitor’s products

3) Obscene or indecent statements, designs, devices

4) Statements regarding analyses, standards, tests which may be misleading

5) Statements regarding guarantees which may be misleading (money-back
guarantees OK)

6) False endorsements

7) Statements creating an impression the product contains spirits or is a
spirits product

8) False entitlement to class or type designations

9) Distilled spirits-type names

Other prohibitions related to the following are found in...

27 CFR 4.39(b): Statement of age

4.39(c): Statement of bottling dates

4.39(d): Statement of miscellaneous dates

4.39(e): Simulation of Government stamps

4.39(f): Use of the word “Importer” or similar words

4.39(g): Flags, seals, coats of arms, crests and other insignia

4.39(h): Health Related Statements

4.39(1): Geographic brand names

4.39(j): Product names of geographic significance

4.39(k): Other indications of origin

4.39(l): Foreign terms

4.39(m): Use of a vineyard, orchard, farm or ranch name unless 95%

4.39(n): Use of a varietal name, type designation of varietal
significance, semi-generic name, or geographic distinctive
designation
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Prohibited Advertising Practices
27 CFR 4.64

27 CFR 4.64(a) Restrictions: The advertisement of wine shall not contain:

1)
2)
3)
4)
5)
6)
7)

8)

9)

False, untrue or misleading statements

Statements disparaging to competitor’'s products

Obscene or indecent statements, designs, devices, representations
Statements, designs, devices, representations of analyses, standards, tests
which may be misleading

Statements, designs, devices, representations regarding guarantees which may
be misleading (money-back guarantees are OK)

Any statement that the wine is produced, blended, bottled, packed, sold under
any government authorization, supervision or standard

Any statement of bonded winery or bonded wine cellar number, unless in direct
conjunction with the name and address of the operator

Statements, designs, devices, representations creating an impression the
product contains spirits, is comparable to a distilled spirit, or has intoxicating
qualities

Distilled spirits-type brand names

Other prohibitions are found in 27 CFR Part 4.64, as follows:

4.64(b): Statements inconsistent with labeling (only approved labels
may be depicted in an advertisement)

4.64(c): Statement of age

4.64(d): Statement of bottling dates

4.64(e): Statement of miscellaneous dates

4.64(f): Flags, seals, coats of arms, crests, other insignia

4.64(g): Statements indicative of origin

4.64(h): Use of the word “importer” or similar words

4.64(i): Health-related statements

4.64(j): Confusion of brands

4.64(k): Deceptive advertising techniques
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Notes
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Acceptable Changes That May Be Made to Wine
Labels that DO NOT Require a New Label Approval

When you delete any non-mandatory label information.

When you change the shape or proportionate size of the labels.

When you change the stated percentages for varietal and or appellation- must

total 100%.

4. When you change the net contents to another approved metric standard of fill.
27 CFR 4.37

5. When you change the alcohol content, as long as it remains in the same
taxable grade and class/type.

6. When you add, delete or change the state bottle deposit information.

7. When you change the name and/or trade name of responsible winery. NOTE:
The name/trade name must appear on the Basic Permit under which the
certificate is issued.

8. When you change the stated mandatory amounts of sugar at harvest and/or
residual sugar.

9. When you change the stated mandatory caloric content.

10.When you change the name and/or address of the foreign producer, bottler or
shipper. NOTE: the producer, bottler or shipper must be located in the same
country originally shown.

11.When you change or delete stated vintage date. NOTE: If you DO NOT have
a vintage date to begin with, then you must submit a new application if you
want to add it.

12.When you add, delete or change the name and/or address or trademark (or
both) of the wholesaler, retailer or persons for whom the product is imported
or bottled. NOTE: You may add this information by adding another label
stating such information provided that no reference is made on the additional
label to the product or any of its characteristics.

13.When you change or delete stated bottling date.

14.When you change or delete stated amount of acid and/or ph level.

15.When you add or delete bonded winery number.

16.When you add, delete or change UPC code.

17.When you add, delete, or change a web site address, phone number, fax
number or zip code.

18.When you change or delete a lot or batch identification number or other serial
numbers.

19.When you add, delete, or change trademark and/or copyright symbols i.e.,

™, @, ®.

wN e

THESE CHANGES CAN BE FOUND ON PAGE 3 OF
TTB FORM 5100.31
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Helpful Hints for Filing Paper COLA applications

Paper applications must be printed on legal size paper
Applications must be signed

Do not make pen or ink changes, or use “white-out,” on
the labels

If submitting labels for clear, acetate, etched or painted
labels, include a picture of a filled sample bottle

Include copies of any formulas, pre-import letters or lab
analysis results that may pertain to the label

Include copies of prior approvals (prior to March 10, 2006)
for domestic labels using Semi-Generic designations
Include supporting documentation for Organic labels or
labels with biodynamic / agriculture biologique claims
Make sure labels are completely legible — if we cannot
read them, we cannot approve them

Labels must be affixed to the front of the form. If labels do
not fit in the space provided, they may be reduced, but
copies must be legible and original size may be attached
to application

Provide translations for any foreign text on labels or on
supporting documentation

Check the list of allowable revisions to approved labels
before resubmitting

We suggest that you do not print your labels prior to
receiving label approval

Sign up for COLAs Online!
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Top Ten Reasons for Needing Corrections
on Paper COLA Applications

. Government Warning Statement contains errors. The Government Warning
Statement must appear in type that is at least 1 mm for containers 237 ml or less, 2
mm for containers between 237 ml and 3 L, and at least 3 mm for containers over 3 L
in size. The text in the government warning cannot exceed 40 characters per inch for
1 mm type size, 25 characters per inch for 2 mm type size, or 12 characters per inch
for 3 mm type size. Separate COLA applications must be submitted for containers
that are less than 237 ml, between 237 ml and 3 L, and over 3 L in size. The words
“GOVERNMENT WARNING” must appear in capital letters and in bold type.
Proofread the government warning for spelling and punctuation errors and missing
words prior to submittal.

. Appellation of origin problems. Many issues with the appellation of origin surface,
such as: an appellation of origin that is completely missing, when it is required on the
label; the appellation is not on the correct label — (it must appear with the class/type
designation on the brand label); or the appellation is not officially recognized by the
appropriate governing authority; multiple appellations are referenced which do not
overlap; or estate bottled wine without a required a viticultural appellation.

Name and address problems. Trade names must be applied for and approved by
the National Revenue Center prior to their use on labels. The company name used
on a label in the bottler/importer statement must match exactly with a trade name of
record on your permit. The address of the bottler/importer on the label must match
what is on the application and permit.

. Containers larger than 187 ml require that the sulfite statement, the class/type
designation, the appellation of origin, the bottler/importer statement, and the net
content statement appear in text that is a minimum of 2 mm in size. The alcohol
content statement must appear in type that is between 1 and 3 mm for containers 5 L
or less in size

. Class/Type issues on the label.

a) grape varietals appear on the brand label without percentages - If multiple grape
varietals appear on the brand label, percentages must be stated in direct
conjunction with each varietal, and those percentages must total 100%.

b) a grape varietal appears in “brand label” text - If a grape varietal appears in brand
label text, it must appear separate and apart or be substantially more
conspicuous than any surrounding text.

c) class/type is missing from the label altogether — as a minimum, a generic
designation such as “red wine” or “white wine” must be stated on the brand label.

d) class/type conflicts exist — As an example, the alcohol content places the product
in the “table wine” class, but a reference to “dessert wine” appears on the label.
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e) the class/type does not appear with the appellation of origin on the brand label,
when an appellation is required.

f) An “Other than standard wine” label that is in conflict with the suggested
Statement of Composition.

6. Legibility issues or unacceptable alterations to label copy - When information
on the label is not legible, the application cannot be reviewed. Additionally, labels
may not contain pen or ink changes, white out, or paste-over alterations. Label copy
submitted with the application must appear in final format, exactly as it will appear on
the container.

7. Alcohol content The alcohol content appears in the wrong format (alcohol %
by volume); or alcohol content is the wrong size. Alcohol content must appear in
print at least 1 mm and no larger than 3mm in size. The statement of alcohol content
must appear on either the brand or strip label.

8. Misleading statements. You may not make false or misleading statements on the
label. You may not make statements on your label that may create the impression
that the wine contains distilled spirits, is comparable to a distilled spirit or has
intoxicating qualities.

9. Items on the application are omitted, or incomplete. An application is received
without a signature from an authorized representative of the company, or additional
required information is missing from the application.

10. The application submitted on outdated forms, or the duplicated copy of the
application is submitted in the wrong size. The new TTB form 5100.31 is
available on our website at http://www.ttb.gov/forms/pdfs/5100/f510031.pdf. It must
be printed in legal size on legal-sized paper.
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Why YOU Should Be Using COLAs Online

. Decreased time to obtain a COLA approval
e No mailing or courier delays
e E-applications are processed in half the time as paper applications

. Fewer calls to customer service

e E-mail confirmation upon submission of application and for subsequent
changes in status

e E-apps offer the ability to track the status of your application
throughout the entire process

. No outright rejections

e If errors are found, during review, labels are returned with “Needs
Correction” status

e This feature offers an opportunity for corrections to be made within 15
calendar days after notice

. Corrected e-applications that have been resubmitted receive priority

. The same qualifications that you receive for paper applications are now
being used for e-applications

. No rejections for missing data

e Eliminate concerns about forgetting your signature or using the wrong
form

e The system will not allow you to submit an incomplete application

. System accessibility

e Submissions can be made 7 days a week, 23 hours a day

e The system can be accessed from any PC with an internet connection
and Microsoft IE

. Facilitates Record Keeping

e A record of all approved COLAs
e Copies of approved COLAs can be printed from the system
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Helpful Hints for Preventing Image Problems with
COLAs Online

1. Only Jpeg (.jpg) or Tiff (.tif) files may be used for label images.

2. Document files (.pdf and .doc) may ONLY be uploaded under Attachments, along

with .jpg and .tif files.

3. The maximum file size the system permits is 450 kb for each individual file being
uploaded as a label or attachment.

4. High compression settings of the image will file cause labels to be blurry, or too
small to read. Set the compression ratio to MEDIUM or LOW so the file size is
close to but within file size limit of 450KB. A file size of less than 100 KB is an
indication that the compression may be too high.

5. If aimages appear as a Red X, the wrong color mode was used on image files.
The system only accepts label images with the type/extensions of .jpg or .tif
format utilizing the RGB color mode/space. Images in the CMYK color
mode/space are unacceptable in COLAs Online.

6. If the label image bears a "color bar" or other distortion, the resolution may not be

correct. We recommend that the resolution rate be set at 150 DPI (Dots Per
Inch) or within the range of 120 DPI to 200 DPI.

7. The label file must contain only the label and must be cropped of all surrounding
white space or other text.

e All outside measurements that are not a part of the actual label must be
removed before upload.

e All printer’s proof information surrounding label copy must be removed.

e The dimensions entered when uploading the labels take into account the
entire file, including both the label image and any surrounding white space
or text.

e Exact measurements of the printed label which will appear on the
container must be used.

When reviewing images from the “view Eapp” screen, place the cursor to the
right of the image (but not on the image), and right click the mouse. Then
click on “Select All” and this will highlight the image, including any “white
space” around the image.
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Fig. 1

Fig. 2

Wine Label | |27
Fig. 3
Wine Label 3”
I L
2”
Wine Label 2”
| |
311 I 2” I

Fig. 1 - Actual size of the label Fig. 2 - Actual size of image uploaded Fig. 3 - Image result

Other image issues:

e Ensure that label dimensions are entered correctly. Remember that the
dimensions requested when uploading a label image pertain to the entire file.

e Each label must be uploaded separately and identified as “Brand”, "Back”,
"Strip", "Neck" or "Other".

e A separate application must be submitted for each product.

e Make sure your images are legible - IF YOU CAN'T READ IT, WE CAN'T
READ IT!

Avoid submitting applications with image problems by verifying your images.
Click on the file name in Step 3 of the application to view the uploaded image.

Resubmitting Corrected Image Files

If your application is returned for correction, make the necessary corrections to your
image file. Then open the application and go to Step 3.

Remove the original image

Find and upload the new image

Choose the type of label you are uploading

Enter the dimensions of the label

Click on “Attach file”
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Top Ten Errors
for COLAs Online Applications

High compression - the images that were submitted are not legible
Image was distorted during upload (resolution error)

Dimensions used generate a skewed or distorted image on the
Printable version of the COLA

Labels not saved and uploaded as separate image files

Image appears as a Red X — wrong color mode used

Problems with the Government Warning (Health Warning
Statement)

Terms placed in incorrect fields... i.e. “zinfandel” in the fanciful
name section

Alcohol content and vintage date on labels do not match application
Trade name appearing in the bottler's statement on labels does not
match the application

Brand name on e-app does not match the label

These are examples of reasons why we would return an application with
the status of “Needs Correction.”

The “Needs Correction” offers the benefit of immediate notification of any
corrections that are required. In addition to this feature, the application
also receives priority upon resubmission.
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OMB No. 1513-0111 (3/31/2009)

DEPARTMENT OF THE TREASURY ALFD TRACKING NUMBER
ALCOHOL AND TOBACCO TAX AND TRADE BUREAU (TTB)

COLAs ONLINE ACCESS REQUEST
Submit this form fo the Adverising, Labeling and Formuiafion Division, TTE, 1310 G Sirest, N.W., Swite 400E, Washington, DC 20220
A - ACTION REQUESTED - Please read instructions to check appropriate box

2. IF MODIFYING, DELETING, OR REACTIVATING

1.
THEN PROVIDE EXISTING USER ID, if known
l:lNE'-‘.' USER l:l PREPARERIREVIEWER D MODIFY USERY D DELETE USER D REACTIVATE USER . )
ADD PERMIT

B — USER INFORMATION: Flease complete section B with all the required data to establish a user identification record.

3. FIRST NAME 4. MIDDLE 5. LAST NAME 6. SUFFIX (ie, Jr., Sr., lif)
IMITIAL
7. LABEL REP ID NUMBER, if any 8. DATE OF 9. MOTHER'S MAIDEN NAME |10. EMPLOYEE TITLE
BIRTH
11. BUSINESS PHONE NUMBER 12. BUSINESS E-MAIL ADDRESS (required)
13. BUSINESS FAX NUMBER 14. BUSINESS MAILING ADDRESS OF PERSON REQUESTING ACCESS TO COLAs ONLINE (if
different than 15.)

C — COMPANY INFORMATION: Provide information about the company for which you request to e-file applications

15. NAME AND STREET ADDRESS OF COMPANY AS IT APPEARS ON THE REGISTRY, PERMIT, OR BREWER'S NOTICE

16. REGISTRY, PERMIT, OR BREWER'S NOTICE NUMBER(S) FOR THE ABOVE ADDRESS (Use a separate sheet if necessary. See instructions.)

REQUESTOR'S CERTIFICATION

| hereby attest that the entries on this form are true and comrect, and that the unique username and password, or digital signature that the Alcohol and
Tobacco Tax and Trade Bureau assigned to me are intended as my original signature. | intend that such submissions be treated as bearing an
original signature for all intents and purposes when submitting applications electronically via COLAs Online system.

17. REQUESTOR'S SIGNATURE 18. DATE

D - APPROVAL REQUIRED: Signature of the company official with signature authonty required to grant access to COLAs Online.

19. COMPANY APPROVAL SIGNATURE 20. PRINT NAME AND TITLE OF COMPANY APPRCVAL OFFICIAL |21. DATE
FOR TTB USE ONLY

USER VERIFICATION COMPLETED DATE COMMENTS

SYSTEM OWNER APPROVAL DATE COMMENTS

TTB OPERATIONS COMPLETED DATE COMMENTS

SYSTEM ADMINISTRATOR COMPLETED DATE COMMENTS

USER NOTIFICATION COMPLETED DATE COMMENTS

TTB F 5013.2 (02/2008)
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INETRUCTIONE

Wou musk complebes this form In order o pecelve a User ID and passwond bo obfaln sccess o TTE's COLAS Orline Sysierm. Each wser musiobiain an
Individe=sl User ID and passaond which I mok bo be shared wiih anyone. Sharing pour Ussr ID and password can resul In cancelation of pour COLAS
anine prisileges.

Baobion & — Wou mrsst check $e approoriate box:

{1} Check New Wserfor full access b COLAS Onllne T yow hase mol been previowsly supplled with a User 1D and password.  Persons st wholesalers pemits
can anly apoly @ r=labeling.

12} Check FrepamsRewewer for imibked access o COLAS Celin= {This acoess I5 wsed only Tor preparingirevi=wing sl=cinoric appdications )

(3} Check Lioo®y Usenifod Per only F you airesdy have a User ID and passaornd b SOLAS Onlins. Yiou must alsa complefe the remalnder of the form as
Instructed beliow o Indude &1 modificabons and iRclude your previoes User 10,

(4] Check Deiste Liser i youw nio longer want aocess io COLAS Onlime for soursel or another user. Fleass proside ine User D of e user o be delebed,

W Enown (Section A, Hem Z)

{5} Chisck Regcfivade User B we canoelled your original User ID due o Inschetty and you wish io begin using the COLAs Orline sysiem again. ¥ou must

alzo comiplele the remaimder of fhe form & Insfruched below and Indude your previcus User 10,

Esotion B - ¥ou must enber Se reguines Informabion about the Indiicual eguesing access b COLAS Orliee In Beres 3~ 94, Hem 11 should only o=
compleled by tind pary flers (=g, rade agsoclafions, 3w Trms, consullanis]l. Thisd party flers who hase nol previcssly been sssigned a Rep 1D
number musirequest one from ALFD af 1-855-327-2533, before subenibing this fonm.

Spotlon C - You must enber S reguinesd Information about the compary Tor whlch you ane rasuesting bo il applcations. Thiz Ivtsmnation must sxoear
mxachy s t doas on fhe Flant Segisiny, Sask Pemnk, or Srewers Mobioe, Be surs i ender e corect rumber in Bam 8 (swamples SW-PA-LO, PA-HIO,
DSP-PA-O0, BR-PA-AANL ¥ you are fing for mulpke SegisinPemiiBreaers Moo Numbers, you may Includes & list of them on & separate sheel afached
e inls form, Tre amached st must inchode the company name and address, Regisiry, Permit or Sregpers Nolioe Kumber, and approval sigrasore oy a
coemipary officksl whin sigring authorly for =ach permil for which pou are requesing access. Any person whinoul skgnature suinosity muss alss s%ach a
separale TTE F 00008, Power of Allomey, for each company on behal of which they wil be 1ng labe] applications.

Eaotlon D - A company official iR TTE =igning aushorty st sign, print his or her pame and e, and dale= e form i He=ms 15-2
You must ¢and the origina of thie Torm toc

Advertising, Labsling and Formulation Diviclon |ALFD)
Aloctiol and Tobaooo Tax and Trads Bureas

1310 @ Straat, MW,

Tults 430E

Wachinglon, DG 20220

Wour Usar 1D will be cand to you wia s-mall and youwr password will bs providsd csparatsly via falephons for esouriy reacons.

PRIVACY ACT INFORMATION
\We provide this Information to comply whn Beclion 3 of the Frivacy Actof 1574 (S UELC, SCZaie 3]

S requine Bos Information under the acisotly of 27 USC, 2080e). You must disciose this informafion so we can ideriify $he company on whose
bkl the applicant clalms 40 act, bo verdy b scope of the appllcant's autnortty 1o act, ard fo evaluste the apodcant's qual®cations for sccess ko the
syshem

We uze this iInformation fo approve, grant, and control socess fo sens@ve Information systems. In add®ion, the Informatian may Se disciose=d 1o
other Federal, State, and local law enforcement and regulsiory agency personnel fo verfly indormagion on the application and bo s in the perior-
marce of el dufies. The infomadion may furfer be disoiosed o the Justice Depafment | | appears fhat the fsmishing of Talse irdomation may
coniribui= {0 a violafion of Fedeml law. Disclosure may otheralss be made pursuant Bo the roulins usss most recenty publshed In the: Federal
Registry for ATF's Regulalory Enforcament Records System (TreasurgATF.DO0E].

I you fadl b supply complei= Indomadicn then there will b= a delay in the proc=ssing of your applicafion

FAFERWIRK REDUCTION ACT NOTICE

This request Is In accondance with the Fapsrwork Reduction Act of 9995 We uee this Informabion bo suthentoate end wsers In e program o
elecironically file Cerificates of Label Aporoval. The information i5 used by the Sovernment bo ver®y the identity of the end wsers grior fo ssulng
them pysswords. The indfomation we request ks voluntary, hoaeser, B ine regquested infomation s nof submitted, ihe users will not be granked &
password and cannct paricipad= In the elecinoric fling program.

The estimsied averape Gurden associyied with Bhis colisction s 13 minukes per responcdent or recondkeeper depending on the Individes] clrcum-
stances. Comments concemdng fhe accuracy of this bunden =stimats and supgestions for reducing this unden showid b= direcled o fhe Repors
MMaragement Ciflicer, Reguiations and Rulimgs Divlsion, Alcohol and Tobacoo Tax amd Trade Buresw, Washingion, OC 20220.

An agercy may not condwct or soonsor, and & person i mof reguined to respond b, @ collecticn of Information uniess I dispias a cursnt, valkd
DOME coninol nurmbssr,

TTE F 6018.2 [0ZIZ00E)
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Advertising, Labeling & Formulation Division

Main number/Customer Service: 202-453-2243 or 1-866-927-2533

Option 1 - Address, fax number and hours

Option 2 - COLAs Online technical assistance

Option 3 - COLAs Online registration assistance

Option 4 - Formulation, Malt Beverage and Distilled Spirits
Option 5 - Advertising / Market Compliance Office

Option 6 - Wine Labeling

Email: alfd@ttb.gov

ALFD
1310 G Street, N.W.
Suite 400-E
Washington, DC 20220

Karen Freelove, Director 202-453-2139
Teresa Knapp, Assistant Director 202-453-2108
Wine Labeling Office 202-453-2984 (fax)
Gracie Joy, Assistant Director 202-453-2044
Formulation, Malt Beverage & 202-453-2982 (fax)
Distilled Spirit Labeling Office

Susan Berndt, Assistant Director 202-453-2153
Market Compliance Office 202-453-2985 (fax)
Donna Smith 202-453-2146
Supervisory, 202-453-2983 (fax)

Information Technology

COLAs Online Registrations 202-453-2983(fax)

www.tth.gov provides forms, regulations and frequently asked questions
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Bottled or Packed Wine Record
27 CFR 24.308

A proprietor who bottles, packs or receives bottled or packed beverage
wine in bond must maintain a record by tax class. The parts of 27 CFR
24.308 that usually pertain to bonded winery operations require that the
following information be recorded:

O The date of the transaction

O The tax class, kind of wine, number and size of bottle filled

O The volume of wine bottled

O The volume of bottled wine received in bond, transferred in bond,
taxpaid, dumped to bulk, used for tasting and testing

O The quantity recorded as breakage

O The label used on bottles or other containers will be shown by using
the “Applicant’s Serial No.” which appears on Item 2 of the label
approval Form 5100.31 or a similar system which will allow for
verification of labels used on containers

O The fill and alcohol tests required by 27 CFR 24.255 (See next page...)

[0 Records have sufficient detail to justify tax credit for Small Producers
under the provisions of 26 U.S.C. 5041(c)
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Bottling or Packing Wine
27 CFR 24.255

(a) General. Proprietors of a bonded wine premises and a taxpaid wine bottling
house premises shall be held strictly responsible for the correct determination of the
guantity and alcohol content of wine removed. As required by Sec. 24.170,
appropriate and accurate measures and instruments for measuring and testing the
wine will be provided at each wine premises.

(b) Bottle or other container fill. Proprietors of bonded wine premises and taxpaid
wine bottling house premises shall fill bottles or other containers as nearly as
possible to conform to the amount shown on the label or blown in the bottle or
marked on any container other than a bottle;

but in no event may the amount of wine contained in any individual bottle, due to lack
of uniformity of the bottles, vary from the amount stated more than 1.0 percent for
15.0 liters and above, 1.5 percent for 1.0 liter to 14.9 liters, 2.0 percent for 750 mL,
3.0 percent for 375 mL, 4.5 percent for 187 mL and 100 mL, and 9.0 percent for 50
mL;

and in such case, there will be substantially as many bottles overfilled as there are
bottles underfilled for each lot of wine bottled. Short-filled bottles or other containers
of wine which are sold or otherwise disposed of by the proprietor to employees for
personal consumption need not be labeled, but, if labeled, need not show an
accurate statement of net contents.

(c) Tax tolerance. The net contents of bottles or other containers of untaxpaid wine in
the same tax class filled during six consecutive tax return periods, as determined
from the bonded wine premises proprietor's fill test records, shall not vary by more
than 0.5 percent from the net contents as stated on the bottles or other containers.
The bonded wine premises proprietor is liable for the tax on the entire amount of
wine in the same tax class when that wine is removed from bond, without benefit of
tolerance, when the fill of bottles or other containers exceeds a 0.5 percent average
of a period which consists of six consecutive tax returns, or when filling is not
conducted in compliance with good commercial practice.

("~ (d) Fill tests. The proprietor shall test at representative intervals wine bottled or
packed during the bottling or packing operation of each bottling or packing line to
determine if the wine contained in the bottle or other container is in agreement with
that stated on the label, bottle, or other container.

(e) Alcohol tests. The proprietor shall test the alcohol content by volume to determine
the tax class of the wine and to ensure the alcohol content to be stated on the label

is in agreement with the requirement of Sec. 24.257.
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This is an example of a Bottling Form that has all of the information
required for the Bottled or Packed Wine Record:

Bottling Form
Wintage: 2004 Wariety: Zinfrundel. Date: 37284/ 2006
Bottles Bottles Per Caze Cazes Per Pallet
a v 12 la]
Company Colglogy L
Labeled: Voo M
Shape Color Size If ho, when:
Special Burgundy v Champaghe Green 375 mil
IPrestige) Dead Leaf Green v 750 mi UPC Code: 7540300030
Burgundy Fush Up Flint 1.5 ml
v Bordeaux (Claret) Armber 3 liter Label Bottling Code:  CalA #06-12
Hock Other & liter
Burgundy Flat B liter Lowe 502 Pallet #s sl
Other Cther High 502 Pallet #=
Corks  (Logo 9 x 1/3/4) Foils (Lago)
Company Mame Grade Fallet #= Grade Colar
Porvitr Covly Extvon et alls ¥ Tin Black
Folylarm v (Gold
Tank: Z15
Beginning Mumber of Gallons: 3938 Mumber of Cases Produced: 1679
Mumber of Gallons Used: 3938 Gallon Eguivalent: 3391.32
Mumber of Gallons Remaining: a Gaind{Loss) During Bottling: B.1)
Wine moved to:
Location Mumber of Cases Mumber of Bottles
A-3 16732 a
Fill level Analysis
500 750 wid, 5&rF pH 345
3’15 751 mds 5&r TA 6.2
Flz 750 mds 53 F RS i#‘y
1445 7aamb 53 F Alc 143 ord~
1700 751 mb  59F Ie Rec
hermo: ~sall p
Signature: Rogerjmm Diate: 3/ 7008
(Individual counting inventary)
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TTB Wine FAQ #8: What are the rules for transfer of
unlabeled bottled wine?
YO hitp://www.ttb.goviwine/fag.shtml#ws

TTB has received inquires about the transfer, labeling, recordkeeping and
taxpayment of unlabeled bottled wine (sometimes called “shiners”).

When unlabeled bottled wine is transferred among two or more bonded wine
premises for aging or labeling, the bottler must provide a copy of the approved
Application For And Certification/Exemption of Label/Bottle Approval (COLA) TTB
Form 5100.31 under which the wine was bottled. The transfer in bond record which
accompanies the wine must be accurate and specific, and the label information
record for the wine must fully support any claims made on the label to be affixed to
the wine.

The responsibility for transferring accurate label information is not that of the
producer alone; it is the responsibility of all holders of the wine from the time it is
produced until it is removed from bond for consumption or sale.

Here are guidelines for the various parties that may be involved when unlabeled
bottled wine is transferred among bonded premises:

What are the responsibilities of the Producer? The producer of the wine must
ensure that the transfer in bond record required by 27 CFR 24.309 contains accurate
and specific label information for all bulk wine shipped in bond (or taxpaid) to
another premises for bottling. This allows the bottler to apply for a COLA and
ensures that the product label is correct.

What are the responsibilities of the Bottler? The bottler obtains a COLA which
can be substantiated by the transfer record which accompanied the wine from the
producer. Unless the wine will be bottled at a taxpaid wine bottling house, the bottler
will make sure that the wine to be bottled is received and maintained on bonded (not
taxpaid) premises. The bottler maintains records in accordance with 27 CFR 24.308.

If the bottler transfers unlabeled bottled wine to another bonded premises for
labeling, the bottler must send the wine in bond (untaxpaid) with the COLA under
which the wine was bottled. If a different product label will be affixed, the bottler must
obtain a correct COLA, and forward it to the premises where the label will be affixed.
The transfer in bond record that accompanies the bottled wine must contain
accurate and specific information which substantiates the product label, as specified
by 27 CFR 24.309. However, if unlabeled bottled wine is transferred to another
bonded premises for aging only, and will be subsequently returned to the bottler for
the affixing of the product label, the COLA does not have to accompany the
shipments.
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To reiterate, an approved label which accompanies the wine must carry the
minimum label requirements, but it might not be the label eventually affixed to the
product. The label used to bottle the wine is sometimes referred to as the “generic”
label. The bottler may apply for another COLA for a product label with specific label
claims, as long as the claims are substantiated by the label information record
requirements of 27 CFR 24.314.

What does the Labeler receive from the Bottler? The person who will affix the
product label receives the unlabeled, untaxpaid bottled wine, the COLA for the
product label to be affixed, and the transfer in bond record (27 CFR 24.309) which
contains accurate and specific information which substantiates the label claims.

Only the bottler of the wine may apply for a COLA. If the owner of unlabeled bottled
wine wants to label the wine with a label other than that which accompanied the
wine, the bottler must be contacted, and the bottler must work with the owner to
obtain an approved product label which is fully substantiated by the label information
record for that wine.

What if the bottler is unable to provide a COLA? If the bottler of the wine is
unable to obtain label approval for the wine to be labeled, the wine may only be
labeled if it is dumped to bulk and re-bottled. It may be re-bottled when an
appropriate COLA is obtained by the bottler. The label may not contain any
information which is not fully supported by the label information record for the wine.

What is the responsibility of the person who removes the wine from bond? If
the labeled wine is transferred in bond to another bonded wine premises for taxable
removal, it must be accompanied by the transfer in bond record (27 CFR 24.309)
which contains accurate and specific information which substantiates the label
claims.

The person who pays the tax on the wine is the qualified proprietor of a bonded
winery or bonded wine cellar, and not a wholesaler, wine broker, agent, negotiant,
retailer, consumer or, necessarily, the actual owner of the wine. Bottled wine may
not be removed from bond (i.e., tax paid) without a COLA and an approved product
label being affixed.

How long must the records be kept? All records must be retained for a period of
not less than three years from the record date or the date of last entry required to be
made in the record, whichever is later. However, TTB may require records to be kept
for a period of not more than three additional years, if deemed necessary.

HHH#
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Wine FAQ #14: May | use a winemaking kit for
commercial wine production?

YBhttp://www.tth.gov/wine/fag.shtml#w14

Does TTB regulate the production of home winemaking kits?

No, we do not. Winemaking kits typically contain concentrate, yeast, juice, acids,
sulfites and wood chips, and provide sufficient materials to produce about 30 bottles
of wine. Since the kits contain unfermented raw materials, they do not come under
our jurisdiction. When the kits are used to produce tax-exempt wine for personal or
family use, we do not regulate the labeling of wine made from the Kits.

Does TTB endorse or certify the contents of winemaking kits?

No, TTB does not endorse or certify the contents of any winemaking kits. The users
of winemaking kits are fully responsible for obtaining the necessary information
about the content of the kits to support any statements made on the label.

What rules apply if | use a winemaking kit to produce wine for sale?

TTB regulates the commercial production of wine under the Internal Revenue Code
of 1986 (IRC) and the Federal Alcohol Administration (FAA) Act laws and
regulations. These laws and regulations require that wine producers qualify their
premises as a bonded wine cellar, obtain an FAA Act basic permit as a producer of
wine, pay the applicable excise tax on wine between one-half of 1 percent to 24
percent of alcohol by volume, and receive a Certificate of Label Approval (COLA) for
all wine that is bottled.

The IRC and FAA Act requirements apply to those who are engaged in the business
of winemaking who intend to sell the wine or distribute it for commercial purposes,
and apply equally to companies using kits and traditional winemaking materials.
Information provided on the labels of all wine made for commercial purposes must
be truthful and must adequately inform the consumer about the identity and quality
of the product.

How should | label wine made with a kit?

If you are selling the wine, you must comply with TTB’s wine labeling regulations in
27 CFR Part 4 and the Health Warning Statement regulations found in 27 CFR Part
16, as well as any applicable State regulations.

In addition to the mandatory label statements required by Part 4, TTB must be able
to verify any optional statements used on wine labels. Examples of optional label
claims include the varietal content (type of grape or grapes used), the appellation of
origin (the geographic origin of the winemaking materials), and the vintage date
(year of harvest). Winemakers using kits who wish to show any optional claims on
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the label must obtain appropriate records from the kit's producer to verify the
contents, the origin of the winemaking materials, the vintage date, etc.

When winemakers make optional claims on wine, additional regulatory requirements
in 27 CFR Part 4 are triggered, beyond the requirement to document the claims. For
example, if 75 percent of the grapes used in a wine are from a particular State, the
wine must be fully finished in that State or an adjacent State in order to be entitled to
use the name of the State as an appellation of origin (27 CFR 4.25). If you buy a kit
with 75 percent Washington State concentrate, but produce wine from the kit in
Indiana, the wine is not entitled to a Washington State appellation of origin. With
proper documentation, you could use "American" as the appellation of origin. Wine
with an "American" appellation is not entitled to show a vintage date. Under 27 CFR
4.27, vintage dated wine must have an appellation of origin smaller than a country,
and the records must show that 85 percent of the wine is derived from grapes
harvested within the given year (95 percent for viticultural areas).

How should I label the wine if | cannot obtain information about the origin of
the concentrate or if the wine does not meet the requirements for optional
claims?

If information about the origin of the concentrate cannot be verified, the product may
be labeled as “grape wine” or with a color descriptor, such as “red wine” or “white
wine.” If the wine has an alcohol content that is not over 14 percent alcohol by
volume, it may also be designated as “table wine.”

Vintage dates, varietal names and appellations may not be shown on the label,
unless they can be verified and the wine meets the other requirements in 27 CFR
part 4 for use of the claim.

If | am selling the wine, may | use the wine treating materials that are often
provided in winemaking kits?

You may, if the wine treating materials included in kits are listed as authorized for
use and used as shown in the TTB regulations at 27 CFR § 24.246.

HHEH#
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Label Information Record
27 CFR 24.314

“A proprietor who removes bottled or packed wine with information stated on the
label (e.qg., varietal, vintage, and appellation of origin, analytical data, and date of
harvest) shall have complete records so that the information appearing on the label
may be verified by an [sic] TTB audit. A wine is not entitled to have information
stated on the label unless the information can be readily verified by a complete and
accurate record trail from the beginning source material to removal of the wine for
consumption or sale. All records necessary to verify wine label information are
subject to the record retention requirements of 27 CFR 24.300(d).”

Examples of such records may include:

Receipt Records

Date of Transaction

Origin of the grapes, i.e., from whom purchased and location of the vineyard

Weight certificates or similar receipt documents

Grower or field tags and trucking documents

Quantity of grapes or wine received

Chemistry of grapes (Brix, acidity, pH, alcohol)

Documentation for any other label claim desired, such as age of vines, dry farmed, etc.

NookrwbhE

Crush Records
If claimed, varietal, vintage, appellation of origin percentages
Transaction date
Tank into which grapes are crushed
Movements between tanks, such as drain and pressing operations

Pwn P

Fermentation Records
If claimed, varietal, vintage, appellation of origin percentages
Crush tank(s) from which received
Documentation of movements between fermenters
Quantity removed from fermenter after completion of fermentation (produced wine)

PwnE

Storage Records

Transaction date

If claimed, varietal, vintage, appellation of origin percentages

Quantity and from where received, such as from a fermenting tank, storage tank, or in
the case of receipts in bond, the transfer document(s)

4. Percentages of varietal, etc., must be recalculated after blending, including topping

5. Other dispositions such as transfers in bond, taxable removals, bottling, etc.

wN e
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Petitioning for Approval of a New Grape Variety
27 CFR 4.93

Any interested person may petition the Director for the approval of a grape variety
name. The petition may be in the form of a letter and should provide evidence of the
following:

Acceptance of the new grape variety,

The validity of the name for identifying the grape variety,
That the variety is used or will be used in winemaking, and
That the variety is grown and used in the United States.

PwpNPE

Documentation submitted with the petition to establish these items may include
reference to the publication of the name of the variety in a scientific or professional
journal of horticulture or a published report by a professional, scientific or
winegrowers' organization, reference to a plant patent, if so patented, and
Information pertaining to the commercial potential of the variety, such as the acreage
planted and its location or market studies.

A grape variety name will not be approved if the name has previously been used for
a different grape variety, or if the name contains a term or name found to be
misleading under Sec. 4.39, or if the name of a new grape variety contains the term
“Riesling.”

For new grape varieties developed in the United States, TTB may determine if the
use of names which contain words of geographical significance, place names, or

foreign words are misleading under Sec. 4.39. A grape variety name found to be
misleading will not be approved.

HH#H
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Petitioning to Establish a New American Viticultural Area

27 CFR 9.3

A written petition may be sent to TTB to establish a new American Viticultural Area.
The petition must contain the following information:

1.

Evidence that the name of the viticultural area is locally and/or nationally
known as referring to the area specified in the application;

Historical or current evidence that the boundaries of the viticultural area are
as specified in the application;

Evidence relating to the geographical features (climate, soil, elevation,
physical features, etc.) which distinguish the viticultural features of the
proposed area from surrounding areas;

The specific boundaries of the viticultural area, based on features which can
be found on United States Geological Survey (U.S.G.S.) maps of the largest
applicable scale; and

A copy of the appropriate U.S.G.S. map(s) with the boundaries prominently
marked. (For U.S.G.S. maps, write the U.S. Geological Survey, Branch of
Distribution, Box 25286, Federal Center, Denver, Colorado 80225. If the map
name is not known, request a map index by State.)
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Notes

TTB Wine Industry Seminar ~ Trade Investigations Division ~ 2010



135

Recordkeeping Matters

Time of making entries: At the time the operation or transaction occurs, or, if
posted from source records, no later than the close of business of the third business
day following the day the operation or transaction occurs. 27 CFR 24.300(b)

Record retention: Returns, reports and records, including source records, must be
kept for three years from the record date or the date of the last entry required to be
made in the record, whichever is later. 27 CFR 24.300(d)

Data Processing: Data maintained on data processing equipment may be kept at
the wine premises or at another location, if the original operation or transaction
source records are kept available for inspection at the wine premises. 27 CFR
24.300(e)

Photographic copies of records: Reproduced records may be treated as original
documents for examination. 27 CFR 24.300(f)

Application File: A complete and current application file must be maintained,
readily available at the wine premises for inspection. 27 CFR 24.117 and 27 CFR
24.109

Part 24, Subpart O — Records and Reports

24.300 General.

24.301 Bulk still wine record.

24.302 Effervescent wine record.

24.303 Formula wine record.

24.304 Chaptalization (Brix adjustment) and amelioration record.
24.305 Sweetening record.

24.306 Distilling material or vinegar stock record.
24.307 Nonbeverage wine record.

24.308 Bottled or packed wine record.

24.309 Transfer in bond record.

24.310 Taxpaid removals from bond record.
24.311 Taxpaid wine records.

24.312 Unmerchantable wine returned to bond record.
24.313 Inventory record.

24.314 Label information record.

24.315 Materials received and used record.
24.316 Spirits record.

24.317 Sugar record.

24.318 Acid record.

24.319 Carbon dioxide record.

24.320 Chemical record.

24.321 Decolorizing material record.

24.322 Allied products record.

24.323 Excise Tax Return form.
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In addition to the records previously discussed, here is information about other
records which may need to be maintained, depending upon the operations
conducted at your bonded wine premises:

Materials Received and Used Record
27 CFR 24.315

Wine producers must maintain a record showing the receipt and use of basic
winemaking materials on wine premises. The record must contain the following
information:

e Date of receipt

e Quantity received

¢ Name and address from whom received

e Date of use or other disposition
(See 27 CFR 24.246 for list of materials authorized for treatment of wine and juice.)

Acid Record
27 CFR 24.318

If acid is used on wine premises, a record containing the information listed below
must be maintained. The Acid Record may be a compilation of source documents
OR a summary record.

Date of use

Kind and quantity of acid used

Kinds and volume of juice or wine in which used

When used to correct natural deficiency, the fixed acid level of juice or wine
before and after the addition of acid

Sugar Record
27 CFR 24.317

A proprietor who receives, stores, or uses sugar must maintain a record of receipt
and use. Invoices covering purchases must be retained. The record must show the
following:

Date of receipt and from whom received
Kind and quantity

Amount used for production of allied products
Amount removed from the wine premises

When used for chaptalization, amelioration or sweetening, record must show the
date, kind and quantity used.
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Chemical Record
27 CFR 24.320

A record of the receipt and use of any chemicals must be maintained which contains
the information listed below. The Chemical Record may be a compilation of source
documents OR a summary record.

Receipt:

Kinds and quantities received

Date of receipt

Names and addresses from whom purchased

Use in Juice or Wine: (Except for filtering aids, inert fining agents, sulfur dioxide,
carbon dioxide [except as provided in 27 CFR 24.319], nitrogen and oxygen)

Kind, quantity and date of use
Kind and volume of juice or wine in which used

Spirits Record
27 CFR 24.316

A proprietor who receives, stores, or uses spirits shall maintain a record of receipt
and use. The record must show the following:

Date of receipt

From whom received

Kind of spirits

Proof gallons

Date and proof gallons of spirits used in wine production

Date and proof gallons of spirits removed from bonded wine premises and to
whom

The proof gallons of spirits received, used, removed from bonded wine premises,
and on hand at the end of the reporting period is reported on TTB Report of Wine
Premises Operations Form 5120.17.
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Production Issues

Chaptalization (Brix Adjustment), 27 CFR 24.177
The addition of sugar or concentrated juice of the same type of fruit to juice to adjust Brix
before or during fermentation to develop alcohol by fermentation. Addition may not raise
Brix above 25°. If ameliorating after chaptalization the quantity of dry sugar used is
included as ameliorating material for grape wines; for fruit wines, the dry sugar does not
count as ameliorating material, but the volume of water in liquid sugar or syrup does.

Amelioration, 27 CFR 4.21 and 27 CFR 24.178
The addition to juice or natural wine before, during or after fermentation, of either water
or pure dry sugar or a combination, to adjust the acid level. Fixed acids may be not be
reduced to below 5 gramsl/liter. For grapes and low acid fruit, the volume of the
ameliorating material may not exceed 35% of the total volume; for high acid fruit or
berries, the volume of the ameliorating material may not exceed 60% of the total. The
maximum alcohol allowed for ameliorated wine is 13% for grape and agricultural wines
and 14% for citrus and fruit wines. The maximum solids level is 22 grams/100 ml.

Sweetening, 27 CFR 24.179
The addition of juice, concentrated juice of the same type of fruit or sugar to wine after
fermentation and before taxpayment. For grape wines that have not more than 14%
alcohol, the finished wine may not exceed 17% solids; wines over 14% alcohol may not
exceed 21% solids. For fruit wines, the finished wine may not exceed 21% solids or
14% alcohol. Specially sweetened wines may contain 17-35% solids but may not
exceed 14% alcohol.

Concentrate/Juice, 27 CFR 24.180
Concentrate may be reduced before fermentation to anywhere between the original Brix
and 22°. Juice that has been concentrated over 80° Brix may not be used.
Unconcentrated fruit juice may be reduced to not less than 22° Brix.

Acids, 27 CFR 24.182
The acid level may be increased before, during or after fermentation. The type of acid
used depends on the type of fruit and when it is added. The fixed acid level may not be
increased over 9.0 grams/liter in the finished wine unless the solids are over 8
grams/100 ml, then the fixed acid can be increased to 11 gramsl/liter.

Materials, 27 CFR 24.246
Only the materials listed in 27 CFR 24.246 may be used in the production of wine, within
the limitations listed, unless a formula is approved. Note that this list contains individual
materials. Commercially prepared blends may only be used if all of the ingredients are
on this list.

Processes, 27 CFR 24.248
Only the processes listed in 27 CFR 24.248 may be used in the production of wine.
Note that many of the processes may only be done at a distilled spirits plant. The
procedure for applying to experiment with a new material or process is given in 27 CFR
24.249, and the procedure for applying to add a new material or process is given in 27
CFR 24.250.
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Bulk Still Wine Record
27 CFR 24.301

A proprietor who produces or receives still wine in bond must maintain a record of
transactions for bulk still wine. A record is to be maintained for each tax class of still
wine and must include date of transaction. The parts of 27 CFR 24.301 that usually
pertain to Bonded Winery operations require the following information be recorded:

0 The volume produced by fermentation in wine gallons, determined by
actual measurement;

[0 The volume received, shipped taxpaid, removed (e.g., taxpaid, in bond,
export, family use, samples) and used in sparkling wine production; if a tax
credit under 26 U.S.C. 5041(c) may be claimed, the record will be
maintained in sufficient detail to insure that such as tax credit is properly
claimed;

O The specific type of production method used, e.g., natural fermentation,
amelioration, sweetening, addition of spirits, blending;

O The volume of wine used and produced by amelioration, addition of spirits
or sweetening, as determined by measurements of the wine before and
after production;

O The volume of wine used for and produced by blending, if wines of different
tax classes are blended together;

O The volume of wine used to produce formula wine, vinegar stock and
distilling material;

O The volume of wine removed to fermenters for refermentation or removed
directly to the production facilities of a distilled spirits plant or vinegar plant;

[0 Where a process authorized under 27 CFR 24.248 is employed, records
will be maintained to allow for verification of any limitation specified for the
process employed and to ensure that the use of the process is consistent
with good commercial practice;

O Where a treating material is dissolved or dispersed in water as authorized
in this part, the volume of water added to the wine; and

O An explanation of any unusual transactions.
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Inventory Record
27 CFR 24.313

All bonded wineries and bonded wine cellars are required to take a complete physical
inventory of all wine and spirits in storage on June 30. If a proprietor wishes to take the
annual inventory on different date, TTB must be notified. Proprietors who file the Report
Form 5120.17 annually must take the complete physical inventory at the end of the calendar
year; quarterly filers must select an annual inventory period that begins on the first day of a
calendar quarter. The inventory record must include the following information:

[0 Description of wine (name, vintage, varietal, appellation) and spirits; volume; tank
number (bulk wine); summary of barrels and puncheons (bulk wine)

0 inventory Summary: volume of bulk wine and spirits and bottled wine totaled separately
by tax class and reported on Form 5120.17

O Inventory Record: All pages will be numbered consecutively; the last page will be dated
and signed, the last page will include the “Penalty of Perjury” statement: “Under
penalties of perjury, | declare that | have examined this inventory record and to the best
of my knowledge and belief, it is a true, correct and complete record of all wine and
spirits required to be inventoried.”

Inventory Losses
27 CFR 24.266

If the complete annual inventory of bulk wine reveals losses in production or storage which
exceed the allowances listed below, a claim for allowance of loss must be filed on TTB Form
5620.8:

o Any losses due to theft, OR

More than 3% of wine on hand at beginning of annual period and volume of wine
received in bond, OR

More than 6% of still wine produced by fermentation, OR

More than 6% of sparkling wine produced in bottles, OR

More than 3% of special natural wine (27 CFR 24.195), OR

More than 3% of other wine (27 CFR 24.218), OR

More than 3% of artificially carbonated wine, OR

More than 3% of bulk processed sparkling wine

Normal bulk inventory losses due to racking, evaporation and topping are to be reported on
the Report of Wine Premises Operations in Section A, Line 30.

Bottled wine losses must be taxpaid: If the proprietor has conducted a complete physical
inventory, the tax on any unexplained losses of untaxpaid bottled or packed wine must be
paid.

Note: Documented casualty losses are NOT “inventory losses.” They are reported to TTB
as they occur.
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Other Records Required by 27 CFR Part 24,
Subpart O

The operations of bonded wineries may require maintaining some of the records
listed below. Please refer to the text of the regulations to determine if the record
should be maintained.

Effervescent Wine Record, 27 CFR 24.302

Formula Wine Record, 27 CFR 24.303

Chaptalization (Brix Adjustment) and Amelioration Record, 27 CFR 24.304
Sweetening Record, 27 CFR 24.305

Distilling Materials or Vinegar Stock Record, 27 CFR 24.306

Nonbeverage Wine Record, 27 CFR 24.307

Unmerchantable Wine Record, 27 CFR 24.312

Carbon Dioxide Record, 27 CFR 24.319

Decolorizing Material Record, 27 CFR 24.321

Allied Products Record, 27 CFR 24.322
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FORM 5120.17 - REFORT OF WINE PREMISES OPERATIONS

INVENTORY 27 CFR 24300
RECORD ' PART I PART I PART I PART IV PART W1 PART VI PART VIl PART IX
BULK AND SECTION A SECTION B MATERIALS DISTILLING NON- FORMULA

BOTTLED WINE BULK BOTTLED SPIRITS RECEINED MATERIAL FERMENTATION BEVERAGE BEVERAGE
27 CFR. 24.313 WINES WINES AND USED WINES WINES
r Y F r
_
Record of Record of Bottled Product in
Bulk Wine of Packed Wine Fermenters
27 CFR 24.301 27 CFR.24.308 27 CFR 24.176
Taxable
Removals Bottled Wine In-Bond Nonbeverage
Supporting 27 CFR 24.310 Transfers and Wine Record
Cellar Recorids: Receipt Record 27 CFR 24.307
Exports 27 CFR 24.309
Bulk In-Bonl 27 CFR 24,292 Formula
Transfers Receipts Taxpaid Wine Wine Record L
27 CFR 24.309 Destruction Returned to Bond 27 CFR 24.303
27 CFR. 24.294 27 CFR 24.295,.312
Chaptalization/ Distilling Material
Amelioration Effervescent _ Breakage, Testing, etc. _ and Vinegar Stock
27 CFR 24.304 27 CFR 24.302 27 CFR 24.306
Sweetening Formula Wine Materials Record
27 CFR 24.305 27 CFR 24.303 27 CFR 24315, 317
Production, Spirits Record
Blending, etc. 27 CFR 24.316
27 CFR 176, 314

* Aninventory is required on June 30 for proprietors filing Monthly or Quarterly Reports and December 31 if filing Annual Reports.
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Here are two examples of batch records that would meet TTB recordkeeping
requirements:

2008 Napa Valley Sauvignon Blanc

Date Activity Tank | Volume Comments
9/10/2008 Crush/press 116 ~4000 100% Estate Vineyard
30 ppm SO2 added 100% SB, Napa Valley
100% 2008, 23.4 tons
23.1 Brix, TA 0.8, pH 3.07
9/11/2008 Crush/press 117 ~4000 100% Estate Vineyard
30 ppm SO2 added 100% SB, Napa Valley
100% 2008, 23.5 tons
23.2 Brix, TA 0.8, pH 3.10
9/12/2008 Rack T-116 & 117 off lees, 125 ~8000 100% Estate Vineyard
inoculate 100 SB, Napa Valley
100% 2008
9/20/2008 | Add 12# bentonite 125 ~8000
10/3/2008 | Rack T-125 off fermentation | 130 7504 100% Estate Vineyard
lees 100% SB, Napa Valley
Declare Produced ~ | 100% 2008
20 ppm SO2 added [ﬁﬁ][@ﬂ@ R@@@W@] 14.04% alc, TA 0.65,
N§@ pH 3.30, 502 25/50;
470 gal lees
10/7/2008 Add 62.25# Tartaric Acid 130 7504 TA 0.74, pH 3.22
11/15/2008 | Rack & blend with 1400 gal. 100 8875 29 gallon loss
2006 CA Dry White from 94.9% SB, Napa Valley
Pleasant Day Vyds. 100% 2008, 13.8% alc.
10 ppm SO2 added TA 0.70, pH 3.28, 502 28/58
11/17/2008 | Add 26.5# bentonite 100 8903 28 gallon gain
12/10/2008 | DE filter off lees 101 8873 30 gallons lees
12/31/2008 | Inventory 101 8873
1/15/2009 DE filter off tartrates 105 8865 8 gallon loss
13.8% alc, TA 0.60, pH 3.40,
502 28/58
1/21/2009 Add 110.25# Malic acid 105 8870 5 gallon gain
13.8% alc, TA 0.77, pH 3.25
2/2/2009 Bottle: 3729 cs 750 mL 4 gallon loss
8865.8 gallons COLA 07-01
13.8% alc, TA 0.77, pH 3.25
Fill: 751,750, 751, 749 mL
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2008 Sauvignon Blanc

LOT 08-5B-01

Date Vineyard/Grower | W Tag |Variety/Tons| Tank Volume Brix TA pH
9/10/08 MNV/Estate MA1246 | SB12.09 116 2,050 23.1° 0.8 3.07
9/10/08 NV/Estate M1247 | SB11.31 | 116 1920 | 23.1° 0.8 3.07 Immaﬁ..m Record~
9/11/08 MNV/Estate MA1248 | SB12.51 117 2120 23.1° 0.8 310
9/11/08 MV/Estate M1249 | SB10.99 117 1,970 23.3° 0.8 3.10
Vintage, Varletal
Date Operation Tank Vol Beg Vol End |Gain/Loss TA pH VAg/L) Alc Comments Appellation
Crush/press 23.4 East side 100% Estate wyd.,
9/10/08 |tons SB; 30 ppm 116 0 ~4000 0.8 3.07 of wd 100% Napa Valley
502 added - - 4 SB. 100% 2008
Crush/press 23.5 West side 100% Estate wyd.,
9/11/08 |tons SB; 30 ppm 117 0 ~4000 0.8 3.10 of v 100% Napa Valley
502 added - - 4 SB. 100% 2008
9/12/08 _u,mn_.ﬂ. 116 & 117 to 125 0 8000 Rack off
125, inoculate lees
9/20/08 |Add 12# bentonite 125 ~8000 ~8000
Declare
100% Estate wyd.,
10/3/08 wgm_ux Gmmm:n_ﬂ 4| 130 0 7504 0.65 3.30 wﬂ%cnwﬁ_. 100% Napa Valley
ppm % adde 98- |sB, 100% 2008
01 lees
107708 (A09 B2 2F taane | 43 7504 | 7504 074 | 322
11/15/08 |Rack 100 7504 3.28
Blend with 1400 gal 94.9% SB, 94.9%
11/15/08 |2008 Dry White, 100 7504 BaTH 29 0.7 Mapa Valley, 100%
add 10 ppm S02 2008
11/17/08 |99 26.5% 100 8875 8903 28
bentonite
12/10/08 |DE filter off lees 101 8873 30 gal lees
12/31/08 |Inventory 101 8873
1/15/09 |DE filter off tartrates| 105 8865 -8 0.6 340
1121109 (o0 1025 Malie | 0 8865 8870 5 077 | 325
2/2/09 |Bottle Bot. Rm. 8870 0 4.2 077 325 0.1 cn“u_.} 06-
750 mL 3729 cs. Fill: 751, 750, 751, 749 mL
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Form 5120.17, Report of Wine Premises Operations

27 CFR 24.300 (g)

The Heading:

Enter the month the report covers, or the quarter or year, if filing a quarterly or
annual report.

Enter the Registry Number of your premises in this format: “BW-XX-XXXX.”
Write in your Employer Identification Number (EIN) at the top of the page, near
the Registry Number, in this format: “94-xXxXxxX."

Enter the name of the wine premises as shown on your registration documents,
the address of the premises, and the telephone number.

Section A — Bulk Wines:

On Line 1 in each column, enter the “On Hand End of Period” figure from Line
31 of the previous report.

Lines 2 through 11 are activities which add to your bulk inventory.

Lines 13 through 30 are activities which decrease the bulk inventory.

Line 31 is a book inventory figure of the amount of bulk wine on hand at the
end of the period. It is the actual amount only after physical inventory
adjustments are made.

For purposes of this report, “Blending” means the mixing together of wines
from two or more tax classes. The total of the figures entered in Lines 5 and
20 should equal.

A change in tax class resulting from testing alcohol content rather than by
blending is shown as an increase in the amount of wine in the column
representing the correct tax class, written into Line 10 or 11. The same
amount is shown as a decrease from the amount of wine in the incorrect
column, written into one of the Lines 24-28.

The amount shown as “Bottled” in Line 13 must equal the amount shown in
Section B — Bottled Wines — Line 2.

Section B — Bottled Wines:

On Line 1 of each column, enter the “On Hand End of Period” figure from Line
20 of the previous report.

Lines 2 through 6 are activities which add to your bottled inventory.

Lines 8 through 19 are activities which decrease the bottled inventory.

Line 20 is a book inventory figure of the amount of bottled wine on hand at the
end of the period. It is the actual amount only after physical inventory
adjustments are made.

The amount of wine shown as Removed Taxpaid on Line 8 must agree with the
excise taxes paid on Form(s) 5000.24 for the period.

Bottled inventory shortages shown on Line 19 must be tax paid or satisfactorily
explained.
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Back of the Report Form:

Part Ill — Show the receipt and use of Distilled Spirits, if any, in proof gallons
and not in standard gallons. Remember that the tax liability of distilled spirits is
$13.50 per proof gallons and may affect your bond coverage.

Part IV — Show the receipt and use of Wine Making Materials in pounds or
gallons. The volume used in wine production should be moved to Part VII if it
is still fermenting at the end of the reporting period, or measured and moved to
the front of the report as “produced.” See 27 CFR 24.176(b) about determining
wine produced.

Part VI — Show the production, receipt and use of Distilling Material and
Vinegar Stock, if any.

Part VIl — When wine making materials are still in fermentation at the end of the
reporting period, estimate the volume for each type of fruit and enter the
amount in this section.

Parts VIII and IX — Enter the amount of non-beverage, vermouth, special
natural or formula wines produced and withdrawn, if any.

Part X — Use this space to explain any unusual transactions.

On the following pages, you will find a line-by-line guide to the Report of
Wine Premises Operations Form 5120.17. It may be found on our
website at this link:

f@http://WWW.ttb.qov/Wine/new quide.shtml
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Section and Line of Form 5120.17

Useful

Regulations

How the Spaces are Completed

FRONT OF FORM 5120.17

PART 1 - SUMMARY OF WINES IN BOND {GALLONS)

SECTION A - BULK WINES

27T CFR
24.301

Lines 2-11 represent increases in the amaount ofwine to he accounted far in
the bulkwing account. Lines 13-30 represent decreases in this amount.

OM HAMD BEGINMING OF PERIOD

Enterthe same amounts that were shaown on Line 31 in each column of the
last report submitted.

FRODUCED BY FERMEMTATION

24.301 (&), 24.302

Columns {a), 0), (d) and (f); Ywhen fermentation is complete orthe material
used forwine is remowved from the fermenter, the volume is entered here, The
yolurme must be accurately measured and the alcohol content determined. IF
thewine containg lees, the entire valurme ofthe storage container {ie: barrel)
must be entered; the lees will be removed at & later date and included amang
inventary lnsses. Column () This is sparkling wine in tirage. Enterthe
amount of Bottle Fermented Sparkling Wine produced in the space marked
"BF" and the amount of Bulk Pracessed Sparkling Wine produced in the space
marked "BP "

FRODUCED BY SWEETEMING

24.301(d); 24.305

This is the amount of wine which has had sweetening materials added to it
The amount of wine listed in Sec ALine 18 is the amount BEFORE the
addition of sweetening materials; this is the amount AFTER the addition.

FRODUCED BY ADDITION OF WINE SPIRITS

24,301t

This is the amaount of wine which has had wing spirits added to it. The amoount
listed in Sec ALine 19 is the amount BEFORE the addition of spirits; this is the
amount AFTER the addition. Be sure to verify the alcohol content of the wine
after the addition of spirits, and place the resultin the proper column.,

FRODUCED BY BLEMDING

24.301(e)

"Blending" for TTE recordkeeping purposes means wine from two or more tax
classes was mixed together. The amount ofwine listed Sec A Line 20 is the
amaount BEFORE blending; this is the amount AFTER hlending. (Example: In
Sec ALine 20, enter 100 gallons of -1 4% wine and 300 gallons of 14%-21%
wine used for blending. Ifthe alcohol content of the blend is 14%-21%, enter
400 gallons in Sec ALine 7 Col (b)),

FRODUCED BY AMELIORATION

24.3071(d); 24.304

This is the amount of wine which has had ameliorating materials added to it.
The amount of wine listed in Sec ALine 21 is the amount BEFORE the
addition of ameliorating materials; this is the amount AFTER the addition.

RECENED IN BOND

243010

Recard the amount of untaxpaid hulkwine received fram anather honded
winery ar bonded winge cellar hera.

BOTTLED WINE DUMPED TO BULK

24.308(a)

Thig is the amount of hottled wine that was emptied into the bulkwine account.
The same amountis reported in Sec B, Line 10, below.,

INVEMTORY GAIM

243132

[fyou discover that your actual bulk imeentory is greater than the "hook! figure
carried inyour records, make the increasing adjustment here, This isto be
done onlywhen a camplete physical inventary of all wine is conducted.

10

Whrite-in Entry: Change of Tax Class

24.3M1

This entry is used to move an amaount afwing fram ane column dax class) o
anatherwhen itis discovered that the alcohal content is notwhat was
previously reported, and when sparkling wine is returned to the still wine
account. Show the same amount hefore the change in one ofthe blank lines
helow (Sec A Lines 24-28)

1

Write-in Entry:  Formula Wine Produced

24301010, 24.303

IIse this line to showw the amount of Formula Wine Produced, AFTER the
addition of flavars and aother materials to the hase wine. The wine used far the
praduction of Farmula Wine is shown a5 a wiite-in entry an 3 hlank lineg, Sec A
Lines 24-28, helow.

Otfvar Write-ire: Slurry Gain

24.301(1)

Jze this space to account for gains due to the use of a slury solution
produced with water.

Othrer Write-in: Recovered from Lees

IIze this space to add wine recovered from the pressing of lees.

12

TOTAL

This is the sum of Line 1 + the amounts given in Lines 2-11.
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Enter the amount of wine bottled and packed during the period. The same
amount is shown in Sec B, Line 2, below. Column (e): Enterthe amount of

13 |BOTTLED 24,308 finished (disgorged) Bottle Fermented Sparkling ¥Wine bottled in the space
marked "BF " and the amount of finished {disgorged) Bulk Process Sparkling
WWiine hottled in the space marked "BF "

14 |REMOVED TAXPAID 24.301(h); 24.310 |Enter the amount of bulk wine taxably removed during the period.

15 | TRANSFERS IN BOND 24.301(bY; 24.309 Record the armount of untaxpaid bulk wine shipped to another honded winery

or honded wine cellar here.

16

REMOVED FOR DISTILLING MATERIAL

24301 (o); 24206

Enter the amount removed to a distilled spirits plant or another bonded wine
premises that will be used as distilling material. Show the same figure on the
hack ofthe form in Part, Lines 2 and 6 or 7.

17

REMOVED TO WINEGAR PLANT

24.301(g); 24.306

Enter the amount removed to a vinegar plant. Show the same figure an the
hack ofthe farm in Pant v, Lines 2 and 7 or 8.

18

LUSED FOR SWEETEMNING

24,301 (d); 24.305

Thiz is the amount ofwine that had sweetening materials added to it. The
amount of wine listed in Sec ALine 3 is the amount AFTER the addition of
sweetening materials; this is the amount BEFORE the addition.

19

LSED FOR ADDITION OF WINE SPIRITS

24,301 (d)

This is the amount ofwine that had wine spirits added to it. The amount of
wine listed in Sec A Line 4 above is the amount AFTER the addition of the
spirits; this is the armount BEFORE the addition.

20

LISED FOR BLENDING

24.301(e)

"Blending" for TTB recordkeeping purposes means wine fram tiwo ar more tax
classes was mixed together. The amount of wine listed in sec ALine 5 is the
amount AFTER blending; this is the amount BEFORE hlending. (Example: if
100 gallons of -14% wine is hlended with 300 gallons of 14%-21%, show the
amounts in Col {a) and {b) on this line. Ifthe alcohol content of the hlend is
14%-21%, enter the 400 gallons in Sec A Line 7 Col (b)), above.)

21

LISED FOR AMELIORATION

24.301(d); 24.204

This is the amount of wine that had ameliorating materials addedto it. The
amount of wine listed in Sec ALine 6 is the amount AFTER the addition of
ameliorating materials; this is the amount BEF ORE the addition.

22

LISED FOR EFFERVESCEMNT WINE

24 301(h); 24.202

This is the amount of still wine used for effervescent {sparkling or artificially
carbonated) wine. Show the amount of effervescentwine produced in Sec A
Line 2 Col. {d) or (e)(BF or BF), as appropriate.

Enter the amount of wine used for testing. Testing may take place on or offthe

23 |USED FOR TESTING 24.95-97 ;
honded premises.
Thiz entry is used to move an amount of wine from one column {tax class) to
anather when itis discovered that the alcohol content is not what was

24 |Write-in Entry: Change of Tax Class 24 301 previousky reported, and when sparkling wine is returned to the still wine

account. Show the same amount after the change as awrite-in entry in Sec A
Line 10 ar 11, ahove. Dothiswheneveryou learn that the tax class of awine
has been reported incorrectly.

25

Write«int Entry: Used for Formula Wine Production

24301(f); 24.303

Llse this line to show the amount of base wine used for the production of a
Formula Wyine, BEF ORE the addition of flavors and other materials to the hase
wine. The finished amount of Formula Wine produced AFTER the addition of
flavars and other materials is shown as a write-in entry in Sec ALine 10 ar 11,
above.

24301, 27 CFR

When untaxpaid bulkwine is exported out ofthe LS, enterthe amountas a

26 |Write-in Entry:  Removed for Export 20 wirite-in entry. Submit TTB Export Farm 5100.11 and proof of export for each
shipment.

27 |Write-in Entrv:  Returned to Fermenter 24.301 () Show the amount of bulkwine returned to a fermenter for refermentation here.
Thiz is the amount ofwine that had materials added which render the wine

28 |Write-in Entry: Used for Non-beverage wine 24307 unfit for beverage use. The amount of wine listed in Part VIl is the amount

AFTER the addition of materials; this is the amount BEFORE the addition.

Qtfrer Write-itr:  Removed to DM or VS Account

24.301(f) ; 24 206

Show the rermoval from the hulk wine account the amount of wine designated
for use as distilling material or vinegar stock. Show corresponding entries on
Part¥l, Line 2 on reverse of repart form.

Before destroving any wine, obtain permission from TTH. After receiving

Other Write-iir: Destroyed 24.294 approval from TTB and destroving the wine, show the amount destroyed.
Report casualty losses on this line, such as spillage due to equipment failure.
29 |LOSSES (OTHER THAM INVERTORY) 24 268 Casualty losses must be reported to TTH, and a claim may need to be

submitted.

30

INVEMNTORY LOSSES

24 766, 24.313

Use this line to balance the report with the actual amount of wine on hand.
Thiz is to be done anly when a complete physical inventory of all wine is
conducted. Ifyou discover that your actual bulk inventary is less than the "hook"
figure cartied in your records, make the decreasing adjustrment here. Include
the normal aperational topping, racking, evaporation, lees removal and hottling
losses that occur throughout the year. [Mote: a complete physical inventary
must be taken once each yvear] A clairm must be filed with TTB if annual
inventary losses exceed the allowable limits given in 27 CFR 24,266,

)]

CM HAMD END OF PERIOD

This is the amount of bulk wine in storage atthe end ofthe period in each tax
class. Itis a"book! figure for most of the year. The "actual' amount on hand is
entered when a complete inventory of all untaxpaid wine is taken and you
make adjusting entrires abowve. Carry this figure forsard to Sec A Line 1 ofthe
next reportfiled. This is the sum of Line 12 minus the amounts givenin Lines
13-30.

32

TOTAL

This figure is the total of lines 13 through 31, It agrees with the figure on line
12,
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27 CFR Lines 2-6 represant increases in the amoaunt of wine ta be accountad far in the
SECTION B -BOTTLED WINE 24,308 bottled wine account. Lines 8-19 represent decreases in this amount.
1 | 0N HAND BEGINMING OF PERIOD Enter the same amoaunts that\p\_rere shown on Line 20 ofthis section in each
calumn of the last report submittad.
Enter the amount of wine hottled and packed during the period. The same
amauntis shown in Sec A, Line13, ahove. Column {e): Enterthe amount of
2 |BOTTLED 24308 finished {disgorged) Bottle Fermented Sparkling Wine bottled in the space
marked "BF " and the amount of finished {disgorged) Bulk Process Sparkling
Wine bottled in the space marked "BP "
3 |RECENED IN BOND 24309 Rgcnrd the amuuntlufuntaxpaid bottled wine received from another bonded
winery or bonded wine cellar here.
Enter the amoaunt of of taxpaid wine returned to the honded pramises. File a
4 |[TAPAID WINE RETURMED T BOMD 2432 claim in accordance with 27 CFR 24 .66 to request a refund or credit of the tax.
Wihen the annual physical inventory reveals a gain of hottled wine, make the
5 |Inventory Gain (Write-in Entry 34913 adjustment on this line as awrite-in entry. Do not repor bottled inventory
[Write-in Entry) ' gains unless a camplete inventary of all bulk and bottled wine is taken. [Mote:
a complete physical inwentory must be taken once each year]
6 |(hiank iine)
7 |TOTAL This is the sum of Line 1+ tha amaunts given in Lines 2-6.
8 |REMOVED TAXPAID 24270, 24210  |Enter the armount of hottled wine taxably removed during the period.
9 |TRANSFERRED IN BOND 24.280; 24.309 Rgcnrd the amuunt.m’untaxpaid hottled wine shipped to another bonded
winary ar banded wine cellar here.
10 |DUMPED TO BULK 24 308(3) This i5 the amount of bottled Winelthatwas emptied and_entered into the bulk
wine account. The same amoaunt is reported in Sec A, Line 8, ahave,
This is the amount of wine poured for tasting when winen's tasting room is on
11 |USED FOR TASTING 24 57 the bonded premises. If.the tasting room is not part of the honded premises,
the amoaount used for tasting must be shown a5 a taxahle remowal on Line 8 of
this Section.
When untaxpaid hottled wine is exported out ofthe LS., enter the amount on
12 |REMOVED FOR EXPORT 27T CFR 28 this line. Submit TTB Expart Farm 510011 and proof of export for each
shipment.
Wine may be removed untaxpaid for family use by individual owners and
13 | REMOVED FOR FAMILY USE 24 75 partnerships (not corporations). The amount is limited to 100 gallons peryear
’ ifthere is one adultin the household, or 2 maximum of 200 gallons ifthere are
two or more adults in the hausehald.
14 |USED FOR TESTING 24 85 Enter the amqunt ofwine used for testing. Testing may take place an or offthe
honded premises.
15 |Write-in Entry: Destroyed 94904 After receiving appraval from TTH, shaw the amount of bottled wine destroved.
16 |(biank line)
A7 |iblani iina)
18 |BREAKAGE 24.308(a) If hottled wine is destroved by breakage, report the amount here.
When the annual physical inventory reveals a shortage of bottled wine, report
the amount here. Wine excise tax must he paid on bottled inventory shortages.
19 [INVENTORY SHORTAGE 24.266; 24,313 |Do not report bottled inventory shortages unless a complete inwentory of all
hulk and hottled wine is taken. [Mote: a complete physical inventary must be
taken once each year]
Thiz is the armount of hottled wine in storage at the end ofthe period in each
tax class. ltis a "hook” figure for mast of the year, and the "actual® amount an
hand when a complete inventory of all untaxpaid wine is taken and you make
20 |ON HAND END F PERIOD adjusting entries ahaove. Carry this figure forward to Sec B Line 1 ofthe next
reportfiled.  This is the sum of Line ¥ minus the amounts given in Lines 8-19.
21 |ToTAL This figure is the total of lines & through 20. It agrees with the figure an line 7.
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BACK OF THE FORM

PART Il - (RESERVED}

PART Il - SUMMARY OF DISTILLED SPIRITS {PROCF GALLONS) - 27 CFR. 24.316

o) (gl-a); Wine Spivits for Acicition o Wine

o (el Wine Spirits for Preparation of Dosages aF Essonces

ol (-l Distilates Containing Aldemsdes

ol (Rl Snivits For Use [n NMan-Beverage Wines

Or HAMD BEGINMING

Enter the same amount of proaf gallons that were shown on Line 9 of this section

1 OF FERIOD in each calumn ofthe last repart submitted.
s> |RECENED Enter the armount aof pru:u:uf_gallu:uns of distilled spirits received during the period in
each column, as appropriate.
Ifyou discover that yvour distilled spirits inventory is greater than the "book figure
carried in your records, make the increasing adjustment here. A physical inventory
3 |INVENTORY GAIMN of spirits storage tanks must be taken at the close of any month during which
spirits were used inwine production, orwhen use of spirits for the manth is
campleted, per 24 236.
TOTAL This is the sum of Line 1 + the amounts given in Lines 2-3.
LUSED Enter the amount of proof gallons of spirits used in each column, as appropriate.
TRAMS. TO COL. (g) Cal. {a)-(d): Enter the amount of proof gallons of spirits used for preparation of
dosages or esSEnNCes.
rhlani iingl =g this line to report other removals of distilled spirits, if necessary.
LOSSES Report any losses revealed by physical inventory here. File a claim as shown in 27
CFR 24 .65 for remission of the tax on the spirits.
Thisz is the amount of proof gallons of distilled spirits in storage at the end of the
0 o HARD EMD QOF period in each category. Carry this figure forward to Line 1 ofthis part on the next
FERIOD repart filed. This is the sum aof Line 4 minus the amounts given in Lines 5-8.
10 [TOTAL This is the same figure shown in Line 4.
PART IV - SUMMARY OF MATERIALS RECEIVED AND USED - 27 CFR. 24.315
o). (gl Pounds of Uhorished Grapes
o () GFalions of Field Crushed Grapes
o) (¢l Galions of Grape Juice
o (dl Falions of Grape Concentrate
ol (el-fg). Pounds oy Gallons of Waterials other than Grape
Cal (R Fouwnds of Dny Sugar
Cal (1) Gallons of Liquid Sugar
. O HAMD BEGIMMING E:ttr?; tlr;itsrir;]nnenasrzgtlnr}:tseghat were shown on Line 9 of this section in each column
OF PERIOD ’
2 |RECENED Enterthn_a amuount of materials received during the period in each column, as
appropriate.
JUNZE OR Enter the amount of juice/concentrate produced during the period.
3 |CONCERNTRATE
PRODUCED
4 |TOTAL This is the sum of Line 1 + the amounts given in Lines 2-3
Show the poundsfgallons used in the production of wine during the period here.
USED M WIMNE : ) : ; ! )
5 PRODUCTION Entgrtr_]e amount of wine making materlal_that is still fe_rmentl_ng at the end of the
period in Part I, or the amount produced in Part | Section A Line 2.
LUSED IM JUICE OR Show the poundsigallons used in the production of juice or cancentrate here.
6 [COMCENTRATE Enter the amount af juicefconcentrate produced in this Section, Line 3.
FRODUCTION
LISED IM ALLIED Enter the poundsigallons used in the production of allied products (commercial
FPRODUCTS fruit products and by-products, including walatile frait-flavor cancentrate) here.
REMOWED Enter the poundsigallons remaved from the bonded premises.
O HAMD EMD OF This is the amount wa?nemaking materials_ in stnragg at the end ofthe period in
) each category. Carry this figure forward ta Line 1 afthis part an the next report filed.
FERIOD C ; ) . I
This is the sum of Line 4 minus the amoaunts given in Lines 5-8.
10 [TOTAL This is the same figure shown in Line 4.

PART V - {(RESERVELD)
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PART V1 - SUMMARY OF DISTILLING MATERIAL AND VINEGAR STOCH (Gallons} - 27 CFR 24.216-.217

Col fal-rh): Distiling Waterial

Col fel-icd. Vinegar Stock

QR HAND BEGIMNMIMG

Enter the same amounts that were shown on Line 10 of this section in each
colurmn of the last report submitted.

1 |OF PERICD (Storage
Tanks)
> |pPrRODUCED Ente_rthle Same_ amnunts_thatwere shown in Part 1, Section A, Lines 16-17, and as
a write-in entry in Sec A Lines 24-28 (Remaoaoved to the DMAS account).
RECEINED FROM Enter the amount received, as appropriate.
3 |OTHER BOMDED
WINE PREMISES
4 |(blank iine) This line may be used to show an inventary gain or other receipt.
5 |TOTAL This is the sum ofLine 1 + the amounts given in Lines 2-4
REMOWVED TO Enter the amount of distilling material removed to a distilled spirits plant, shown in
6 |DISTILLED SFIRITS Sec ALine 16.
PLARNTS
REMOWED TO OTHER [Enter the amount removed to other bonded wine premises, shown in Sec A Lines
7 |BOMDED WINE 16-17.
FREMISES
8 REMOWED TO Enter the amount ofvinegar stock rermoved to vinegar plants, shown in Sec A Line
VINEGAR PLANTS 17
9 |(blani linel This may bhe used to show inventary shorage, loss or other remaovals.
OM HARD ERMD OF This is the amount of distilling material and vinegar stock in storage at the end of
10 |PERIOD (Storage the period. Carry this figure forward 1o Line 1 of this part on the next repart filed.
Tanks) This is the sum of Line 5 minus the amounts given in Lines B-9.
11 |[TOTAL This is the sarme figure shown in Line 5.
PART VI - IN FEEMENTERS END OF PERIOD {Gallons)
When the fermentation of materials used far wine production is not complete at the
IN FERMENTERS end af the reparting period, enter an estimate of the amaount in fermenters here.
1 |ESTIMATED Use Columns (a)-(e) to indicate different types of winemaking materials, such as
QUANTITY OF LIGUID) |grapes, apples, blackberries, etc. When fermentation is complete, enter the
specific amount produced in Part| Section A Line 2.
PART VIl - SUMMARY OF NONBEVERAGE WINES {(Gallons) - 27 CFR 24.2'15
Col {a): Monbewverage wines containing not over 14% alcohol
Col {bl: Monbeverage wines containing 14-21% alcohol
Col {c). Total of Columns [a] and (B].
This is the amount of wine which has had materials added to it which render the
1 |PRODUCED wing unfit far heverage use. The amount of wine listed as a write-in entry in
Section A is the amount BEF ORE the addition of materials; this is the amount
AFTER the addition.
2 |WITHDRAWMN Enter the amount of nonbeverage wine removed from the honded premises.
PART IX - SPECIAL NATURAL WINES AND 27 CFR 24.218 WINES (Gallons) - 27 CFR. 24.195 and 24.218
Col (gl Vernouth
Col (B)-{el. Other Special Natural VWines
Col (f). Total of Columns (a)-fe)
Col (gl Other than Standard Wines
Enter the amount of Wermouth, other Special Natural Wines and Other than
1 |PRODUCED Standard Wines produced during the period.
Enter the amount of Verrmouth, other Special Natural Wines and Other than
2 |TAXABLE REMOVALS Standard Wines taxably rermoved during the period.
3 OM HARD EMD OF This is the amount of Yermaouth, other Special Matural Wines and Other than

FERIOD

Standard Wines on the bonded premises at the end of the period.

PART X - REMARKS

Usethis space to report any unusual transactions or to state that anather repaort will not be filed until

reporahle operations take place.

NAME OF PROPRIETOR, SIGHNATURETITLE, DATE

Proprietor Give the name of company.

By (Signature and Signer of the report must have Signature Autharity on file with TTB.
Title)

Date Give the date the reportwas completed.
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Report Filing Dates

The Report of Wine Premises Operations Form 5120.17 is due 15 days after the
close of the period, i.e. by the 15" of the next month if filing monthly; by January 15"
if filing annually; or by April 15", July 15", October 15" or January 15" if filing
quarterly.

If you file reports on the monthly basis but do not expect to have any reportable
operations in the next month(s), you may indicate that on the report being filed and
wait until operations commence before filing the next report.

Eligibility for an Annual Report:

If you file an annual tax return and if the total of your bulk and bottled wine does not
exceed 20,000 gallons at any time, you may file an annual report.

The annual report is due January 15™ following the close of the year.

If you exceed the $1,000/year limit in excise tax (eligibility for filing an annual tax
return) or the 20,000 gallons on-hand limit, you must file the reports on the monthly
basis for the rest of the year. You may be eligible for filing Quarterly Reports and/or
returns.

Eligibility for a Quarterly Report:

If you file quarterly tax returns and if the total of your bulk and bottled wine does not
exceed 60,000 gallons at any time, you may file quarterly reports.

The quarterly reports are due April 15", July 15", October 15™ and January 15™ .
If you exceed the $50,000/year limit in excise tax (the eligibility for filing a quarterly

tax return) or the 60,000 gallons on-hand limit, you must file the reports on the
monthly basis for the rest of the year.
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Explanation of Entries on Sample “Report of Wine
Premises Operations”

Section A — Bulk Wine
Line:
1) These figures were carried forward from Line 31 of previous report.

2) Winemaker moved 22,600 total gallons grape wine from primary fermentation,
racked, treated with bentonite, and placed in storage tanks, and 1,200 gallons of
hard cider. This wine is declared “Produced.”

(Note reverse, Part VII: 18,700 gallons (estimate) is still in fermentation at the end of
October. Part IV shows 200 gallons apple concentrate received and used in
production.)

4) 325 gallons 14-21% alcohol port produced by wine spirits addition. The amount
shown as “produced” in Column (b) Line 4 is equal to the amount “used” for wine
spirits addition in Column (a) Line 19 and Part Ill, Column (a) Line 5 on the reverse
of the report (35 gallons of 140 proof wine spirits = 25 wine gallons).

5) This winery produced 230 gallons of Angelica by blending 115 gallons of dry white
wine with 115 gallons of higher alcohol wine. For purposes of the report, “blending”
means blending of tax classes. Notice the components equal the whole.

7) Winery received a shipment of 600 gallons of wine in bond from another winery,
without payment of tax.

8) Winemaker discovered that some bottled wine is undergoing secondary
fermentation. Some of this wine was returned from the trade as unmerchantable (25
cases) and the balance never left the winery (95 cases). He dumped the entire 120
cases back to bulk. These entries are necessary because the volume of bulk wine is
increased, and the volume of cased goods is decreased. (120 cases X 2.37753 =
285.3 gallons)

12) This figure is the total of lines 1 through 11, the total quantity to be accounted
for in bulk, and it agrees with the figure on line 32.

13) Winery bottled 1,000 cases of 750 ml during the period. Entry is the same for
Section B, Line 2.

20) This winery produced 230 gallons of Angelica by blending 115 gallons of dry
white wine with 115 gallons of higher alcohol wine. For purposes of the report,
“blending” means blending of tax classes. Notice the components equal the
whole.
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31) Book figure, obtained by subtracting total of lines 13 through 30 from line 12.

32) This figure is the total of lines 13 through 31, the total quantity accounted for,
and it agrees with the figure on line 12.

Section B - Bottled Wines

Line:

1) These figures were carried forward from Section B, Line 20 of the previous
report.

4) Winery returned 25 cases of wine to bond after it was returned from a wholesaler
as unmerchantable because of instability.

7) This figure is the total of lines 1 through 6, the total quantity to be accounted for
in bottled wine, and it agrees with the figure on line 21.

8) Winery taxably removed 500 cases of dry wine for sale; 450 cases went to a
wholesaler and 50 cases went to the taxpaid area at the winery. They also taxpaid 2
cases of Port.

11) Represents 3 cases of wine consumed in the tasting room. This wine is not
taxable because it was used for tasting on the bonded premises.

12) Winery exported 50 cases of wine. Figure agrees with Forms 5100.11 for the

period.

20) Book figure obtained by subtracting total of lines 8 through 19.

21) This figure is the total of lines 8 through 20, the total bottled wine accounted for,
and agrees with the figure on line 7.

Part IV — Summary of Materials Received and Used

Winery received 250 tons of grapes during the month and used them all for
production of wine. Line 2 shows receipt of 500,000 pounds, and line 5 shows its
use in wine production. Note also that 4 and line 10 agree.

Winery received 200 gallons of apple concentrate which was used for the production
of hard cider.

Part VIl — In Fermenters End of Period

An estimated 18,700 gallons of materials remain in fermenters at the end of the
period.

TTB Wine Industry Seminar ~ Trade Investigations Division ~ 2010



157

How to Begin Using the Pay.gov System

Step 1: You will need to obtain a User ID and password by filling out
the Pay.gov User Agreement at:

B http://ttb.gov/epayment/user agreement.pdf

Step 2: Mail the completed form to:

Alcohol and Tobacco Tax and Trade Bureau
Attention: Pay.gov

550 Main Street, Room 8002

Cincinnati, OH 45202

Step 3: TTB will verify that you have “signature authority” or “Power of
Attorney” and issue you a User ID via e-mail. Shortly after you
receive your User ID, the system administrator will contact you
with your initial password. With your User ID and password, you
then connect via the TTB website at:

B http://www.tth.gov/epayment/epayment.shtml

If you need help:

For assistance in completing the User Agreement, or if you have
guestions about Pay.gov, please contact us:

By mail:  Alcohol and Tobacco Tax and Trade Bureau
Attention: Pay.gov
550 Main Street, Rom 8002
Cincinnati, OH 45202

By telephone: 1-877-TTB-FAQS (1-877-882-3277)

By e-mail: Pay.gov@ttb.gov
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DEPARTMENT OF THE TREASURY
Alcohol and Tobacco Tax and Trade Bureau

Industry Circular 2004-4
Date: September 21, 2004

Guidelines for Submitting Operational Reports

To: Distilled Spirits Plants, Wineries, Breweries, Specially Denatured Spirits
Users, Alcohol Fuel Plants, and Tobacco Manufacturers

What is the purpose of this industry circular?

This circular announces that the Alcohol and Tobacco Tax and Trade Bureau (TTB) is
implementing new guidelines for the submission of operational reports by regulated industry
members. TTB is taking this action to ensure the consistency of the format of the data
reported. TTB also is rescinding all existing approved alternate versions of these reports and
is providing guidelines describing the requirements for new alternate versions submitted for
its consideration. In addition, this circular announces new requirements for filing amended
operational reports with TTB in any format.

What operational report forms are affected by this announcement?

Distilled Spirits Reports:

Monthly Report of Storage Operations TTB F5110.11
Monthly Report of Processing Operations TTB F 5110.28
Monthly Report of Production Operations TTB F 5110.40
Monthly Report of Processing (Denaturing) Operations TTB F5110.43
User’s Report of Denatured Spirits TTB F 5150.18
Alcohol Fuel Producers Report TTB F 5110.75

Wine Reports:
Report of Wine Premises Operations TTB F 5120.17

Beer Reports:

Brewer’s Reports of Operations TTB F 5130.9
Brewpub Report of Operations TTB F 5130.26

Tobacco Reports:

Monthly Report — Export Warehouse Proprietor TTB F 5220.4
Monthly Report — Tobacco Products Importer TTB F 5220.6
Monthly Report — Manufacturer of Tobacco Products TTB F 5210.5
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Why are these new guidelines being implemented?

TTB is now using a new computer system, the Integrated Revenue Information System
(IRIS), which requires that periodic operational report forms comply with the guidelines listed
below. Federal regulations provide for TTB to approve alternate methods or procedures
where an industry member demonstrates that the alternate provides equivalent protection to
the revenue and is not contrary to law. In the past, numerous industry members have
requested endorsement of alternate methods for preparing periodic operational reports.
These approved alternative versions of the operational report forms often included deleted
or added lines and columns or other significant changes to the format of the reports. Many of
these changes have created data entry problems, the need for many manual corrections of
errors, and explanation of vague entries. As TTB works to minimize data entry problems,
greater format consistency for the data provided by industry members is required.

Previously, | obtained TTB's approval to use an alternate version of an operational
report form. May | continue to use my alternate version of the report form?

No; we are rescinding all earlier approvals of alternate method requests to use modified
operational report forms since many of the modified forms are not compatible with the new
IRIS computer system and have created an administrative burden for our agency.

May | obtain TTB's approval to use a new alternate version of an operational report
form, or approval to continue using the alternate version | use now?

Yes; you may obtain our approval of an alternate method that allows for the use of a
modified operational report form. However, for consistency and accuracy of data
transcription, any modified report form you submit must present the required information
exactly as shown on the official form (i.e. columns and rows must be arranged exactly as
they are on the official form). Most of the requests we receive to use a modified form are for
approval to generate reports from an automated database or spreadsheet program. Such
printouts also must match the official TTB forms or we will not approve the request.

What TTB guidelines for the preparation of periodic operational report forms does
this circular announce?

(1) You must use the actual TTB operational report forms or a modified form
approved by TTB that matches the format of the actual TTB form. You may not
change any of the column headings or row titles on the official TTB forms, and you
cannot insert additional lines or columns. If you have something different to report,
you must use the appropriate “other” lines on the form.

(2) All reports must contain the reporting period month and year, registry number,
name, and address of your premises exactly as they appear on your approved
permit/notice. Also, please enter your Employer Identification Number (EIN) on the
report.

(3) If you need to file an amended report, you must complete all lines on the
amended operational report form. You must fill in each applicable line on the new,
amended form even if you are not amending that particular line from the original
report.
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(4) You must complete all "Total" lines.
(5) You may not use negative figures in any block.

(6) All “on hand beginning of period” figures must match the prior reporting period’s
“on hand end of period” figures.

(7) The individual signing the report must have signing authority or a Power of
Attorney on file with TTB's National Revenue Center.

Is there another method available to me for filing operational reports?

Yes; TTB has recently implemented the TTB Pay.gov Program
(http://www.tth.gov/epayment/epayment.shtml), which provides for online electronic
submission of operational reports, tax returns, and payments. This method eliminates the
need for paper submissions and allows for a more accurate, timely, and cost efficient
submission by industry members and processing of the data by TTB

Who can answer my questions about filing operational reports?
If you have questions about filing your operational report forms, you may contact us via e-

mail at ttbquestions@ttb.gov , or by telephone at 1-877-882-3277. You may also write to the
National Revenue Center at 550 Main Street, Suite 8002, Cincinnati, OH 45202.

Arthur J. Libertucci
Administrator
Alcohol and Tobacco Tax and Trade Bureau
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DEPARTMENT OF THE TREASURY
Alcohol and Tobacco Tax and Trade Bureau
Industry Circular 2004-2
Date: August 4, 2004

Using Pay.gov to Submit Alcohol and Tobacco Excise
Tax Returns, Tax Payments, and Operational Reports

To: Distilled Spirits Plants, Breweries, Wineries, Tobacco Manufacturers, and Others
in the Alcohol and Tobacco Production and Storage Industries.

What is the purpose of this circular?

In this circular, the Alcohol and Tobacco Tax and Trade Bureau (TTB) announces that
alcohol and tobacco industry members may now electronically file Federal excise tax returns
and payments through the Financial Management Service’s (FMS) "Pay.gov" system.
Industry members may also file certain industry operational reports through the Pay.gov
system using electronic forms and signatures as described in Title 27 CFR, Part 73,
Electronic Signatures; Electronic Submission of Forms.

What forms can you file through the Pay.gov system?
Through Pay.gov you can electronically create and submit the following forms:

TTB F 5000.24, Excise Tax Return (Alcohol and Tobacco) and payments;

TTB F 5210.5, Report—Manufacturer of Tobacco Products or Cigarette Papers and Tubes;
TTB F 5130.9, Brewer’s Report of Operations;

TTB F 5130.26, Brewpub Report of Operations;

TTB F 5120.17, Report of Wine Premises Operations; and

TTB F 5110.11, Monthly Report of Storage Operations.

In the future, we will make operational reports for other regulated industries available
through the Pay.gov system.

How will the Pay.gov system accept payments?

Pay.gov users will submit payments electronically to the Federal Reserve Bank via the
automated clearinghouse (ACH) and the Federal Reserve's Fedwire funds transfer system
(Fedwire).

ACH is an electronic payments network that enables the processing of debit and credit
payments between financial institutions. Users input transactions into the Pay.gov system
using account number and routing number information.

Fedwire is a high-speed, real-time electronic funds transfer payment mechanism that links
commercial banks with the Federal Reserve Bank. With Fedwire, you ask your bank to send
the payment (it is sent by a data transfer) to the appropriate Federal Reserve Bank.

For more information, please see the Federal Reserve Payment Systems Web site at
http://www.federalreserve.gov/paymentsys.htm and TTB Procedure 91-1, Payment of Tax
by Electronic Fund Transfer, at http://www.ttb.gov/procedures/91-1.shtml
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How can | be assured that my Pay.gov excise tax payment is received to avoid
penalties and interest for late filing and payment?

Your Pay.gov payment must be received by the established due date outlined in the
following Alcohol and Tobacco Due Dates chart:

Semi-monthly Tax Return & Payment Due Dates for 2004:

NOTE: SEE CURRENT YEAR'’'S EXCISE TAX CALENDAR ON www.ttb.gov

Please Note: The above chart takes all Federal holidays into account. Under the law, State
legal holidays in the State where we require you to send your excise tax payments may
affect the above due dates. State legal holidays in the State where your business is
headquartered DO NOT change the above due dates.

1. For Non-EFT payers: In the event that the due date indicated in this schedule falls on
a legal State holiday in the State where we require you to make your excise tax
payments, the due date is the immediately preceding date that is not a Saturday,
Sunday, or legal holiday.

2. For EFT payers: New York State legal holidays do not advance the due date of EFT
tax returns and payments as long as the Federal Reserve Bank of New York City
remains open and accepts electronic fund transfer payments. If the Federal Reserve
Bank of New York City is closed in observance of a New York State holiday, your
EFT tax return and payment are due the preceding day the Federal Reserve Bank of
New York City is open.

* Tax return periods listed for the last half of September are the result of the Uruguay Round
Agreements Act, which was effective January 1, 1995. The law changed the tax return due
dates for both electronic fund transfer taxpayers (EFT) and those who pay by check or
money order (Non-EFT) for the month of September. Please refer to Industry Circular No.
95—4, dated July 21, 1995, for additional information.

You must submit your return and payment through Pay.gov no later than 4:00 p.m. Eastern
Time one business day prior to the due date. Payment is considered received the date funds
are withdrawn from your bank account, not from the date of your Pay.gov submission.

For additional information please refer to page 9 of the Pay.gov User Guide located at:
http://www.ttb.gov/epayment/excise_tax_guide.pdf.

How do | begin using the Pay.gov system?

You will need to obtain a User ID and password by filling out the Pay.gov User Agreement at
http://www.ttb.gov/epayment/user_agreement.pdf. Print out the completed form and mail it
to:
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Alcohol and Tobacco Tax and Trade Bureau, Attn: Pay.gov
550 Main Street - Room 8002
Cincinnati, OH 45202

We will verify the User Agreement to ensure you have either “Signature Authority” or “Power
of Attorney” for the company. Then we will issue you a User ID via e-mail. Shortly after you
receive your User ID, the system administrator will telephone you with your initial password.
With your ID and password, you then connect via the TTB web site at
http://www.ttb.gov/epayment/epayment.shtml

For assistance in completing the User Agreement or questions about Pay.gov, please
contact us. You can access the system via the TTB web site at
http://www.ttb.gov/epayment/epayment.shtml. You may also obtain information and help at
these addresses:

By mail: Alcohol and Tobacco Tax and Trade Bureau
Attn: Pay.gov

550 Main Street - Room 8002

Cincinnati, OH 45202

By Telephone: 1-877-TTB-FAQS (882-3277).

By e-mail: Pay.gov@ttb.treas.qov

Arthur J. Libertucci
Administrator
Alcohol and Tobacco Tax and Trade Bureau
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Definitions:

1. Agreement: This written agreement between TTB and the User.
2. Automated Electronic Payments: A Payment by electronic funds transfer using the Automated Clearing House payment
system.

3. Internal Revenue Code: Title 26, United States Code

4. Internet: The global computer network comprising interconnected networks using standard protocols.

5. Password: The verification used by the Pay.gov system to permit access by an identified username.

6. Pay.gov: The government's electronic payment system running on a computer connected to the Internet to process and
submit forms.

7. System Access Request Form: A form prescribed by TTB for gathering personal identification data with regard to each

individual authorized to act on behalf of the User Company in the use of the Pay.gov system.

8. Username: The identification used to determine authorization, authority, and privileges for use of the Pay. gov system by
the individual to whom access permission has been granted.

9 User: Person with Signature authority who will enter data into the Pay.gov system for a User Company. Note: Users may
enter data for multiple User Companies.

10. User Company: Entity that has dealings with the Alcohol and Tobacco Tax and Trade Bureau.

——————————————————————————— TIBUSEONLY == = = = = = = e e e e e e e e e e e e e e o e =
TTB Official(s) Approval
SIGNATURE SIGNATURE
NAME NAME
Director, National Revenue Center Branch Chief, National Revenue Center
TITLE TITLE
DATE DATE

PAPERWORK REDUCTION ACT NOTICE

This request is In accordance with the Paperwork Reduction Act of 1995. We use this information collection to identify, validate, approve, and register
qualified users to allow for submission of electronic forms using the Pay.gov system. The information we request is voluntary but is required for
enrollment in this program.

We estimate the average burden associated with this collection of information is 5 minutes per respondent or recordkeeper, depending on your individual
circumstances. Address your comments concerning the accuracy of this burden estimate and suggestions to reduce this burden to the Reports Management
Officer, Regulations and Rulings Division, Alcohol and Tobacco Tax and Trade Bureau, Washington, DC 20220.

An agency may not conduct or sponsor, and an individual is not required to respond to, a collection of information unless it displays a current, valid OMB
control number.

PRIVACY ACT STATEMENT
We provide this information to comply with Section 3 of the Privacy Act of 1974 (5 U.S.C. 552(a)(e)(3)).

We request this information under the authority of 27 CFR Chapter 1 Part 73 Subpart C, and 26 U.S.C.- 6011, 6061, and 7502. The information requested
is used to identify, validate, approve, and register qualified users to allow for submission of electronic forms using the Pay.gov System.

We use this information to make determinations for the purposes described in paragraph 2. Also we may disclose the information to other Federal, State,
foreign, and local law enforcement and regulatory agency personnel to verify information on the form where law does not prohibit such disclosure. We
may disclose the information to the Justice Department if it appears that the furnishing of false information may constitute a violation of Federal law.
Finally, we may disclose the information to members of the public in order to verify information on the form where law does not prohibit such disclosure.

If you fail to supply complete information, there will be a delay in our approval of your participation in this program.

TTB F 5000.31 (08/2007)
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Common Compliance Concerns

Listed below are a number of common problem areas found at bonded wine

premises. This list is NOT intended to be all-inclusive.

Applications, Amendments, Changes

Unreported changes of ownership, control, company principals

Inadequate bond coverage

Unauthorized signatures on documents

Wine operations conducted on non-bonded premises

Unreported change in method used to segregate taxpaid from untaxpaid wine

Alternations, Custom Crush and Home Winemakers’ Centers

An Alternating Proprietor conducts another Alternating Proprietor’s wine
operations

Custom Crush client conducts unauthorized wine operations
Unauthorized distilled spirits or brewing operations take place on wine
premises

Home winemaking operations take place on bonded wine premises

Taxes

Taxable Removals

e Alcohol Content is not stated on taxable removal record

e Amount removed in each tax class is not totaled on taxable removal
record

e In-Bond Removals are not totaled separately on transfer in bond record

e Daily Taxpaid Removals are not summarized daily by tax class to the
nearest 10th gallon

Untaxpaid Removals

e Incomplete Transfer in Bond document, missing items such as the
Registry

e Number and Address of Receiver, Alcohol Content or Tax Class

e Insufficient evidence of removals for tasting, testing, and breakage.

e Late-filed and insufficient Export documentation

Tax Returns & Small Producer Tax Credit

Taxes are not filed on time

Taxes paid do not match the taxable removals shown on Form 5120.17
Use of Credit by ineligible companies

Use of Credit beyond the 100,000 gallon annual limit

Wrong amount of Credit used
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Common Compliance Concerns, continued

Labeling

COLAs don’'t match the labels

Wine is labeled in the wrong tax class

Records are insufficient to support label claims
“Estate Bottled” claims are unsupportable

Records

Materials Received and Used Record lacks sufficient information to support
future label claims

Records relating to receipt and use of spirits are insufficient

Destructions are not pre-approved by TTB and are not documented

TTB Application File is not being maintained properly, and the information is
not current and accurate

Reports

Reports of Wine Premises Operations (F 5120.17) are not filed timely
Entries on the Report forms do not balance
The report contains negative entries and/or categories are crossed out
Annual inventory:

o Was not taken

o Was not signed under penalty of perjury

0 Results were not shown on the Report of Wine Premises Operations

Form 5120.17

Bottled wine shortages were not taxpaid
Claims were not filed for excessive bulk inventory losses
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Current Issues and Resources

“NPRM” means “Notice of Proposed Rulemaking
“TD” means “Treasury Decision”

Open for Comment: See www.Regulations.gov

Awaiting Final Rule:

Drawback of Internal Revenue Taxes
http://www.ttb.gov/wine/wine-rulemaking.shtml
TTB NPRMs #100 and 101; Comment period closed January 14, 2010.
Proposed amendments to Customs and TTB regulations to state that
domestic merchandise on which no tax is paid under the Internal Revenue
Code may not be substituted for imported merchandise for purposes of claims
for drawback of tax under the Customs laws and regulations.

Proposed Establishment or Expansion of American Viticultural Areas
http://www.ttb.gov/wine/wine_rulemaking.shtml

e Sierra Pelona Valley AVA, TTB NPRM #97; comment period closed
September 18, 2009

e Russian River Valley and Northern Sonoma AVAs (expansions), TTB NPRMs
#90 and #91; comment period closed December 19, 2008

Revision of the American Viticultural Area Regulations
http://www.ttb.gov/wine/wine_rulemaking.shtml
TTB NPRM #78; Comment period closed March 20, 2008
Proposed allowing the use of grandfathered brand names for wines made
with grapes from outside the AVA; clearer instructions for submitting petitions

Serving Facts Labeling

http://www.tth.gov/wine/wine rulemaking.shtml
TTB NPRMs #73 and #75; Comment period closed January 27, 2008
Proposed a standardized panel with serving facts
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Placement of Alcohol Content Statement

http://www.ttb.gov/wine/wine rulemaking.shtml
TTB NPRM #74; Comment period closed November 13, 2007
Proposed that alcohol content statement could be placed on any label affixed
to the container rather than only on brand label

Allergens Warning Statement on Labels
http://www.tth.gov/wine/wine_rulemaking.shtml

TTB NPRM #62; Comment period closed December 26, 2006

Voluntary allergens statements may be placed on labels:

See TTB-TD-53 and 27 CFR 4.32a. http://www.tth.gov/rpd/decisions.shtml

Revision of Distilled Spirits Plant Regulations
http://www.tth.gov/spirits/spirits-rulemaking.shtml
TTB NPRMs #83 and #92; comment period closed February 3, 2009

In Effect:

Establishment or Expansion of American Viticultural Areas
http://www.tth.gov/wine/wine rulemaking.shtml

e Swan Creek AVA, North Carolina, T.D. TTB-69 eff. May 27, 2008

e Leona Valley AVA, Los Angeles County, CA, T.D. TTB-71 eff. November 28,
2008

e Paso Robles AVA (expansion), San Luis Obispo County, CA, T.D. TTB-72,
eff. February 20, 2009

e Snipes Mountain AVA, Yakima County, WA, T.D. TTB-73, eff. February 20,
2009

e Haw River Valley AVA, North Carolina, T.D. TTB-74, eff. April 29, 2009

e Lake Chelan AVA, Chelan County, WA, T.D. TTB-76, eff. May 29, 2009

e Upper Mississippi River Valley AVA, Upper Midwest States, T.D. TTB-77, eff.
July 22, 2009

e Happy Canyon of Santa Barbara AVA, Santa Barbara County, CA, T.D. TTB-
82, eff. November 9, 2009

e Calistoga AVA, Napa County, CA, T.D. TTB-83, eff. January 7, 2010

Notice of Proposed Rulemaking Withdrawn
http://www.ttb.gov/wine/wine rulemaking.shtml

e Paso Robles Westside AVA, TTB Notice #94: TTB NPRM #71 withdrawn as
of 4/30/09
e Tulocay AVA, TTB Notice #84: TTB NPRM #68 withdrawn as of 6/19/08
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Liquor Dealer Recordkeeping and Registration, and Repeal of Certain Special
(Occupational) Taxes
http://www.ttb.gov/rpd/decisions.shtml
T.D. TTB-79 Temporary Rule and Proposed Rule, eff. 7/28/2009 through
7/30/2010

Certificate of Analysis on Imported Wine
http://www.ttb.gov/rpd/decisions.shtml
Adopts as final rule the certification requirements regarding production
practices and procedures for imported natural wine, adopted in the
Miscellaneous Trade and Technical Corrections Act of 2004 as an
amendment to 26 USC 5382.
T.D. TTB-70 eff. 5/28/08

Impact of the US/EU Wine Agreement on Certificates of Label Approval for
Wine Labels with a Semi-Generic Name or Retsina
http://www.ttb.gov/agreements/us_ec_wine_agreement.shtmi

Law changed on December 20, 2006.

No new labels using the Semi-Generic Names or Retsina will be approved.

Only “grandfathered” labels may be used.

Direct to Consumer Shipping
http://www.ttb.gov/rulings/2000-1.htm

Webb-Kenyon Act ATF Ruling 2000-1.

Wine Institute Guidance  www.wineinstitute.org

Bioterrorism Act — Public Law 107-188
http://www.fda.gov/oc/bioterrorism/bioact.html
Food and Drug Administration has inspection and detention authority.
Recordkeeping requirements in place for most wineries as of December 11,
2006.
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