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11 Sept enber 2003

Dear Sir or Madam

Tax and Trade Bureau proposed rule on distilled al cohol content of malt
bever ages

| amwiting on behalf of B& Distributing Co. in support of the Tax and Trade Bureau’s
("TTB") proposed rule (March 2003) stating that for flavored nalt beverages (“FMB’) to be
classified as beer, their distilled alcohol content cannot exceed 0.5% (“the proposed 0.5% rule”).

It is our contention that the proposed 0.5%rule is consistent with the historical treatnment of beer
and is essential in maintaining the integrity of beer and the brew ng process.

From a historical perspective, the unique regulatory and tax treatnent of beer derives its origins
fromthe traditional production process of beer and its |ong-standing definition in the Internal
Revenue Code. FMBs made from hi gh concentration of distilled spirits cannot be classified as

beer due to the sinple fact that, traditionally, beer is not a product that is nade through the.
distillation process, nor can it be classified as fortified w ne.

Beer is a unique product that is a direct result of the brewing process. If this traditional
distinction is not maintained, the door will be left open, and it is inevitable that producers of
ot her al coholic beverages will attenpt to classify their products as beer.

From a practical perspective, although states have regulatory jurisdiction over al cohol, a
majority of states follow federal policy guidelines. |If the proposed 0.5%rule were not adopted,
it would create huge licensing, taxation and distribution problens that could potentially have a
catastrophic effect on beer whol esal ers.
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Furthernore, if the definition of beer is dimnished and equated wth other high distilled

al coholic content products (such as FMBs), this could erode the distinction between beer
products and ot her al coholic products wi th higher alcohol content, in doing so, inpacting many
federal policies concerning the regulation and taxation of beer and other al coholic

bever ages.

As a result, B&F Distributing Co. strongly encourages the TTB to approve the proposed 0.5%
rule

Your sincerely
John Donaghy[
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