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AN ACT/t6 renumber and amend 125.31 (1); to amend 125.31 (3) (b); and Zo

create 125.02 (1m), 125.31 (1) (a) 1. and 125.31 (1) (a) 3. of the statutes;

relating to: the number of Class “B” licenses that may be issued to certain

small brewers.

Analysis by the Legislative Reference Bureau

Under current law, alcohol beverages are generally distributed from the
manufacturer to the consumer under a three—tier distribution system: the
manufacturer may sell only to a wholesaler or rectifier (a person who blends, refines
or purifies distilled spirits or wines); the wholesaler or rectifier may sell only to a
wholesaler or to a retailer; the retailer may sell only to the consumer. With specific
exceptions, no person may sell outside the three—tier system and no person may sell
alcohol beverages to a consumer unless the seller possesses a license or permit
authorizing the sale. A specific exception allows a brewer to provide its fermented
malt beverages (beer) free of charge, for consumption on the brewery premises.
Another exception allows a brewer to sell beer, for consumption on or off the
premises, at not more than two licensed locations: one location on brewery premises
and one location on real property owned by the brewery, or its subsidiary or affiliate.

A brewer is required to hold a Class “B” license (authorizing the retail sale of
beer for consumption on or off the premises where sold) for each such location.

This bill allows small brewers to hold Class “B” licenses for any number of
qualifying restaurants, in .addition to the two other licensed locations. The bill
defines a “small brewer” as a brewer that, together with all related brewers, produces
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less than 10,000 barrels (310,000 U.S. gallons) of beer in one year. The following are
all considered related brewers: brewers that are owned by a common majority owner,
whether the brewers are corporations, sole proprietorships or partnerships; brewers
that are considered with the brewer in question as one taxpayer under federal
occupational tax law; brewers that are franchisees or the franchisor of the brewer;
and brewers that are franchisees of the brewer’s franchisor. A “quahfymg
restaurant” is a restaurant in which the sale of alcohol beverages accounts for less
than 50% of its gross receipts.

For further information see the state fiscal estimate, wh1ch will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTION 1. 125.02 (1m) of the statutes is created to read:

125.02 (Im) “Barrel” means 31 U.S. gallons.

SECTION 2. 125.31 (1) of the statutes is renumbered 125.31 (1) (a) 2. and
amended to read:

125.31 (1) (a) 2. Notwithstanding ss. 125.29 (2) and 125.33 (1), a brewer may
maintain and operate a one place on brewery premises and a one place on real estate
owned by the brewer or a subsidiary or affiliate corporation or limited liability
company for the sale of fermented malt beverages for which a Class “B” license is
required for each place, but not more than 2 such Class “B” licenses shall be issued
to any brewer. This subdivision does not apply to a small brewer.

(b) Notwithstanding ss. 125.29 (2) and 125.33 (1), a brewer ﬁay alse own,
maintain or operate places for the sale of fermented malt beverages at the state fair
park or on any county fairgrounds located in this state, in addition to places

authorized under par. (a).

(¢) Any Class “B” license necessary in connection with this subsection shall be

issued to the brewer.



= W N

10
11
12
13
14
- 15
16
17
18
19
20
21
22
23

1999 — 2000 Legislature | _3- | Péﬁﬁgﬁﬁ

ASSEMBLY BILL SECTION 2

(d) Notwithstanding s. 125.33 (1), a brewer may own the furniture, fixtures,
fittings, furnishings and equipment on such premises and shall pay any license fee
or tax required for the operation of the premises.

SECTION 3. 125.31 (1) (a) 1. of the statutes is created to read:

125.31 (1) (a) 1. In this paragraph, “small brewer” means a brewer that,
together with the fermented malt beverages manufactured during the same year by
all of the following, manufactures less than 10,000 barrels of beer annually:

a. All brewers that share membership with the brewer in a controlled group of
brewers, as determined under 26 USC 5051 (a) (2) (B).

b. All brewers considered with the brewer as one | taxpayer under 27 CFR
25.111b (b).

c. All franchisees, as defined in s. 553.03 (5), of the brewer.

d. All franchisees, as defined in s. 553.03 (5), of the brewer’s franchisor, as
defined in s. 553.03 (6).

e. The franchisor, as defined in s. 553.03 (6), of the brewer.

SECTION 4. 125.31 (1) (a) 3. of the statutes is created to read:

125.31 (1) (a) 3. Notwithstanding ss. 125.29 (2) and 125.33 (1), a small brewer
may maintain and operate, for the sale of fermented malt beverages, one place on
brewery premises; one place on real estate owned by the brewer or a subsidiary or
affiliate corporation or limited liability company; and any number of restaurants in
each of which the sale of alcohol beverages accounts for less than 50% of its gross
receipts. A Class “B” license is required for each place described in this subdivision.

SECTION 5. 125.31 (3) (b) of the statutes is amended to read:
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125.31 (8) (b) To persons other than licensees and permittees, if the brewer
obtains a Class “A” or Class “B” license.

(END)
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Reprasentative Underheim, ,
Because 26 US€-1563 (referenced 1n LRB=3358/2) excludes certain franchised

corporations from consideration as a “cg
corporations”, this draft also speci y counts the beer produced by the brewer’s
franchisor and by all franchise

For purposes of determining whether a brewer is a “small brewer” (and eligible for
an unlimited number of Class “B” licenses for qualified restaurants), that brewer’s
production is considered along with the production of all of the following:

1. All corporations connected to the brewer through stock ownership with a common
parent corporation, or owned by the same 5 or fewer owners. Corporations in which
the parent corporation, or other owners, owns at least 50% of the voting stock are
considered connected to the brewer. See 26 USC 5051 (a) (2) (B).

2. All partnerships and sole proprietorships that are atleast 50% owned by an owner
common to the brewer. See 27 CFR 25.111b (b).

3. All franchises granted by the brewer. Note that the definition of “franchise”, taken
from Wisconsin’s Franchise Investment Law, is very broad. See s. 553.22 for franchises
that are excluded from the Franchise Investment Law but which are considered
franchises under this draft.

4. The franchisor of the brewer.

5. All franchlses granted by the franchlsor of the brewer.
«<Firuily inverts LRB—: 358/2 v That draft limited the 2-license L
11m1tat10no arger brewers this-I-RB-33 ws.additional Class “B”
licenses to be issued to a small brewer” for uah in restaurants

Please read this draft very closely to ensure that it meets your needs.

Paul E. Nilsen
Legislative Attorney
Phone: (608) 261-6926
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Senator Roessler: ,
For purposes of determining whether a brewer is a “small brewer” (and eligible for

an unlimited number of Class “B” licenses for qualified restaurants), that brewer’s
production is considered along with the production of all of the following:

1. All corporations connected to the brewer through stock ownership with a common
parent corporation, or owned by the same 5 or fewer owners. Corporations in which
the parent corporation, or other owners, owns at least 50% of the voting stock are
considered connected to the brewer. See 26 USC 5051 (a) (2) (B).

2. All partnerships and sole proprietorships that are at least 50% owned by an owner
common to the brewer. See 27 CFR 25.111b (b).

3. All franchises granted by the brewer. Note that the definition of “franchise”, taken -
from Wisconsin’s Franchise Investment Law, is very broad. See s. 553.22 for franchises
that are excluded from the Franchise Investment Law but which are considered

franchises under this draft. ~
4. The franchisor of the brewer. ,
5. All franchises granted by the franchisor of the brewer.
Please read this draft very closely to ensure that it meets your needs.

Paul E. Nilsen
Legislative Attorney
Phone: (608) 2616926
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The attached draft is submitted for your inspection. Please check each part carefully, proofread each word, and
sign on the appropriate line(s) below.

Date: 01/12/2000 To: Senator Roessler

Relating to LRB drafting number: LRB-4186

Topic
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Subject(s)
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1. JACKET the draft for introduction /

-

in the Senate X or the Assembly (check only one). Only the requester under whose name the

drafting request is entered in the LRB’s drafting records may authorize the draft to be submitted. Please

allow one day for the preparation of the required copies.

2. REDRAFT. See the changes indicated or attached
A revised draft will be submitted for your approval with changes incorporated.

3. Obtain FISCAL ESTIMATE NOW, prior to introduction

If the analysis indicates that a fiscal estimate is required because the proposal makes an appropriation or
increases or decreases existing appropriations or state or general local government fiscal liability or
revenues, you have the option to request the fiscal estimate prior to introduction. If you choose to
introduce the proposal without the fiscal estimate, the fiscal estimate will be requested automatically upon
introduction. It takes about 10 days to obtain a fiscal estimate. Requesting the fiscal estimate prior to
introduction retains your flexibility for possible redrafting of the proposal.

If you have any questions regarding the above procedures, please call 266-3561. If you have any questions

relating to the attached draft, please feel free to call me.

Paul E. Nilsen, Legislative Attorney
Telephone: (608) 261-6926



