


SENATE COMMITTEE REPORT

First Com m ittee ofReferral

DATE: 3/12/97 FURTHER: Finance
Date of 5-Day Notice: DATE TURNED

(in accordance with Uniform Rule 23) IN TO OFFICE:
Judiciary Committee considered SENATE BILL NO. 138

"An Act relating to regulation of alcoholic beverages; relating to alcoholic beverage licenses and to
regulation of alcoholic beverage licensees; relating to liability of a person who provides alcoholic
beverages; and providing for an effective date.”
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M.same title
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7
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AMENDMENT
OFFERED IN THE SENATE M |
A
TO: SB 138

Page 6, following line 30:
Insert new bill sections to read:
"* Sec. 15. AS 04.16.170(b) is amended to read:
(b) A person transporting alcoholic beverages into the state may not sell those

alcoholic beverages [TO A PERSON NOT LICENSED UNDER THIS TTiLE,] unless
the alcoholic beverages are sold to a person licensed under AS 04.11.160 or are
used for religious, industrial, pharmaceutical, or medical purposes.

* Sec. 16. AS 04.16.170 is amended by adding new subsections to read:

(c) If the director determines that a person has violated (b) of this section, the
director shall by certified mail order the person to cease and desist further violations.
If a person receiving the notice to cease and desist does not, within 30 days after
receiving the notice, produce evidence that the applicable acholic beverage tax
imposed under AS 43.60 has been paid, it shall be presumed that the person has
violated (b) of this section. This subsection does not apply to a person who holds a
permit issued by the Federal Bureau of Alcohol, Tobacco and Firearms authorizing
interstate shipment of alcoholic beverages.

(d) If the director determines that a person holding a permit issued by the
Federal Bureau of Alcohol, Tobacco and Firearms authorizing interstate shipment of
alcoholic beverages has violated (b) of this section, the director shall notify the

Federal Bureau of Alcohol, Tobacco and Firearms of the violation by certified mail

and request the bureau to take appropriate action."
Renumber the following bill sections accordingly.

Page 7, line 12



0-LS0773VE.3
Delete "sec. 17"

Insert "'sec. 19"
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4/24/98
AMENDMENT
OFFERED IN THE SENATE
TO: SB 138
Page 3, following line 9:
Insert a new bill section to read:
"* Sec. 4. AS 04.11.100(g) is amended to read:
(9) A restaurant or eating place licensee
Q) operating under a license issued under (O of this section shall offe

a full-service menu of food items available to the public during all times that beer or

wine is served or consumed; the menu must be approved by the board;

(2) may only provide entertainment on the licensed premises between
the hours of 6:00 p.m. [3:00 P.M.] and 9:00 p.m. [11:00 p.m. UNLESS APPROVED
BY THE DIRECTOR AFTER WRITTEN REQUEST BY THE LICENSEE FOR A
SPECIFIC OCCASION]; in this paragraph, "entertainment™ includes dancing, karaoke,

live performances, or similar activities, but does not include recorded or broadcast

performances without live participation.”
Renumber the following bill sections accordingly.

Page 3, line 12, following "license™
Insert if the restaurant or eating place license was issued before October 1,

1996."

Page 5, following line 22:
Insert a new bill section to read:
"* Sec. 10. AS 04.11.340 is amended by adding a new paragraph to read:
(10) the license was issued under AS 04.11.135 to a holder of a

restaurant or eating place license."



Renumber the following bill sections accordingly.

Page 7, line 11
Delete "'Section 12"

Insert "'Section 14"

Page 7, line 12:
Delete "'sec. 17"

Insert, "'sec. 19"
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AMENDMENT jg,

OFFERED IN THE 1I0HSE IN\NICO
TO: SB 138

Page6, following line 4:
"* Sec. 11. AS04.11.400(d) is amended lo read:

(d) The board may approve the issuance or transfer of ownership of a
beverage dispensary or restaurant or eating place license without regard to (a) of this
section if it appears that the issuance or transfer will encourage the tourist trade by
encouraging tho construction or improvement of

(1) a hotel, motel, resort, or similar business relating to the tourist
trade with a dining facility or having kitchen facilities in a majority of its rental rooms
and at least a minimum number of rental rooms required according to the population
of or number of existing beverage dispensary or club licenses in the established
village, incorporated city, unified municipality, or population area established under
(@) of this section in which the facility will be located, as follows:

(A) 10 rental rooms if the population is less than 1,501,

(B) 20 rental rooms if the population is 1,501 - 2,500;

(C) 25 rental rooms if the population is 2,501 «5,000;

(D) 30 rental rooms if the population is 5,001 - 15,000;

(B) 35 rental rooms if the population is 15,001 - 25,000;

(F) 40 rental rooms if the population is 25,001 - 50,000; and

(G) 50 rental rooms if the population is greater than 50,000;
and

fH) 35 rental rooms if the total numher of existing beverage
dispensary or cluh licenses in the established village, incorporated city,
unified municipality, or population area is greater than four times the
number of beverage dispensary licenses that.is allowed under (a) of this

section: or

02
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1 (2) an airport terminal.”

2 Renumocr the following bill section?, accordingly.

Page 7, line 11
4 Delete "Section 12"
5 Insert "'Section 13"

Page 7, line 12:
Delete "sec. 17"
H Insert "'sec. 18"

0-LSO0773VE.5
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# 4 )

OFFERED IN THE HOUSE
TO: SB 138

Page 6, lines 17-22:
Delete "[THE PROHIBITION AGAINST ISSUANCE OF A RESTAURANT OR

EATING PLACE LICENSE IMPOSED UNDER THIS SUBSECTION DOES NOT APPLY
TO A RESTAURANT OR EATING PLACE LICENSE ISSUED ON OR BEFORE
OCTOBER Ir 199 OR A RESTAURANT OR FATTING PLACE LICENSE ISSUED
UNDER AN APPLICATION FOR A RESTAURANT OR EATING PLACE LICENSE
APPROVED ON OR BEFORE OCTOBER 1, 1996]"

Insert *"The prohibition against issuance of a restaurant or caiing place license imposed
under this subsection does not apply to a restaurant or eating place license issued on or before
October 1, 1996, or a reslaurant or eating place license issued under an application for a

restaurant or eating place license approved on or before October 1. 1996."

50 - O<cutrs\) "CTfo,j 1) -



STATE OF ALASKA
1998 LEGISLATIVE SESSION

Revision' Dale: April 28,1998

FISCAL NOTE

Title: Regulation ol Alcohol

(S AN
(S JUD

Sponsor:
Requestor:

Expenditures/Revenues:
OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAMS
MSCELLANEQUS
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES ()

FUND SOURCE
1002 Federal Receipts
1008 GF Metch
1004 GF
1001 CBRF
1048 University of AK receipts
Other
TOTAL

Estimate of any current year cost S
POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

FY 99 FY00

0.0

0.0

00

ANALYSIS: (Attach a separato page If necessary)

Dept. Affected: Revenue
BRU: Alcohalic Beverage Control Board
Component: Alcohalic Beverage Control Board

BILL NC:

COMPONENT SERIAL NO, 100

(Thousands ol Dallars)

Fy oL Fy 02 Fy 03

00 00

(Thousands of Ddllars)

00 00

This legislation represents priority changes recommended by lhe Alcoholic Beverage Control Board (ABC).

There is no fiscal impact on ABC’s program operating budget.

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution infomation call tho Governor's Legislative Office

St) 1301In xlIs

00

00

Pago tof |

SB 138

0.0

0.0



STATE OF ALASKA ...

DEPARTMENT OF REVENUE 550 W. 7TH AVENUE, STE. 350

ALCOHOLIC BEVERAGE CONTROL BOARD Anchorage, Alaska 9550M 498
Phone 907-277*8538
FAX: 907%272%9412

March 18, 1997

Senator Honorable Robin Taylor
Chairman, Senate Judiciary Committee
State Capitol

Juneau, Alaska 99801-1182

RE: SB 138

Dear Senator Taylor:

The Senate Finance Committee introduced SB 138 at the request of the Alcoholic Beverage Control Board
and its initial referral is to the Senate Judiciary Committee. This letter briefly explains the need for the bill.

This legislation amends Title 4 of Alaska Statutes to accomplish four different purposes: (1) to clarify that
"bootleggers"” have no civil liability immunity; (2) to clarify what is required of a limited liability company that
applies for or holds a liquor license; (3) to modify the brewpub provision and other provisions of the statute to
allow restaurant or eating place liquor licensees as well as beverage dispensary licensees to operate 2« brewpubs;
and (4) to modify the package store license statutes to allow package stores to make deliveries for weddings and
other types of social gatherings and to allow package stores to deliver wine or champagne with a floral arrangement

gift basket to a hotel or cruise ship guest.

First, this bill clarifies that while social hosts continue to have immunity for civil liability for serving
alcoholic be verages, those who illegally traffic in alcoholic beverages will not be afforded that immunity. A case
decided by me Alaska Supreme Court in 1996, Chokwok v. Worley, 912 P.2d 1248 (Alaska 1996), upheld civil
immunity for social hosts even when serving minors. Section 15 of this bill makes it clear that "bootleggers”
would not have the same civil liability immunity as the social host. This bill would amend the social host
immunity provision at AS 04.21.02. to specifically hold "bootleggers™ liable for injuries resulting from the
intoxication of someone to whom they illegally sell or provide alcoholic beverages. Representative Ivan and other
representatives introduced a similar provision this session as HB 22. House Bill 22, in amended form, has passed

the House and was recently heard by your committee.

Second, this bill clarifies (in Sections 1,2,3,8,10,11,13, and 16)what is required of a limited liability
company (LLC) applying or holding a liquor license in Alaska. Although a new chapter to Title 10 (AS 10.50.010-
-10.50.995) was enacted in 1994 to establish limited liability companies in Alaska, the new law did not address
liquor license application procedures or reporting requirements under Title 4 merely because the entity is an LLC.
This bill would impose the same requirements on LLC's as are now set out for corporations under Title 4. There is
nothing in the legislative history of AS 10.50 that would suggest that there was any intent to allow an LLC to
escape the responsibilities and obligations imposed on a liquor licensee in Alaska under Title 4. Hence, that is

stated in this bill in Section 16.

Third, this proposed legislation amends the brewpub statute to allow for growth in Alaska of businesses
wishing to manufacture beer and ale as part of a bona fide restaurant operation. There is a national trend of growth



in smaJl batch craft breweries and often they are associated with a restaurant. In Alaska, a restaurant selling beer
and wine could only be licensed to engage in this type of business if it also became licensed as a brewery. In 1996,
with the passage of HB 372, the Legislature prohibited the restaurant/brewery combination and directed the
Alcoholic Beverage Control Board to hold public hearings to determine if and how brewpubs should be licensed
and regulated in Alaska. The ABC Board held a series of public meetings that were well attended. And many
people in the hospitality industry testified on how brewpubs should be addressed under Alaska's beverage alcohol
laws. The brewpub portion found in Sections 4,5,9,12,14, and 17 of this bill represents the product of this public

process.

This bill continues the prohibition of co-owning a restaurant and brewery and instead allows a restaurant
licensee to obtain a brewpub permit under AS 04.11.135. Presently, only beverage dispensary licensees may have
a brewpub license. The bill attempts to preserve to the greatest extent possible the proven three tier for
manufacture, wholesale distribution, and retail sales of alcoholic beverages. It does this by taking restaurants out
of the brewery business, limiting brewpub production to 75,000 gallons a year (unless a waiver is granted by the
ABC Board), requiring brewpub beer not sold on premises to be distributed through wholesalers, and prohibiting
the sale of up to five gallons of beer per person per day from brewpubs for off premise consumption. The bill
eliminates the "grandfathered” restaurant/brewery businesses and provides additional time for them to "convert”
their licenses to the more appropriate restaurant/brewpub license. The ABC Board believes that this proposal
strikes the right balance between flexibility for this new manufacturing industry and a clear and orderly regulatory

framework to protect the public.

Fourth, this bill would allow package stores to make deliveries of a certain type in a very controlled
manner. Package stores would be allowed to deliver a bottle or two of wine as part of gift basket to tour ships and
hotels. During normal business hours the package store could deliver alcohol that has already been paid for to the
site of weddings, wedding receptions, or other special occasions. Again, the ABC Board has attempted to allow
this benefit to businesses and the consumer to be tempered with conditions and requirements that will protect the
public safety and welfare from abuse or inappropriate use of alcoholic beverages.

I hope that the Legislature will give this important proposal its full consideration. | will be happy to
answer any questions you have on this proposal.

Sincerely,/

Jouglas B. Griffin
Director

cC. Governors Office, Legislative Liaison
Senate Finance Committee
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AMENDMENT

OFFERED IN THE SENATE
TO: SB 138

Page 3, following line 9:
Insert a new bill section to read:
"* Sec. 4. AS 04.11.100(g) is amended to read:

(g) A restaurant or eating place licensee
(1) operating under a license issued under (f) of this section shall offer

a full-service menu of food items available to the public during all times that beer or

wine is served or consumed; the menu must be approved by the board,;
(2) may only provide entertainment on the licensed premises between

the hours of 6:00 p.m. [3:00 P.M.] and 9:00 p.m. [11:00 p.m. UNLESS APPROVED
BY THE DIRECTOR AFTER WRITTEN REQUEST BY THE LICENSEE FOR A
SPECIFIC OCCASION]; in this paragraph, "entertainment” includes dancing, karaoke,

live performances, or similar activities, but does not include recorded or broadcast

performances without live participation.”
Renumber the following bill sections accordingly.

Page 3, line 12, following "license":
Insert if the restaurant or eating place license was issued before October 1.

1996,"

Page 5, following line 22:
Insert a new bill section to read:
"* Sec. 10. AS 04.11.340 is amended by adding a new paragraph to read:
(10) the license was issued under AS 04.11.135 to a holder of a

restaurant or eating place license."



Renumber the following bill sections accordingly.

Page 7, line 11:
Delete "Section 12"

Insert '"Section 14"

Page 7, line 12:
Delete "'sec. 17"

Insert "'sec. 19"

0-LSO773\E.4



STATE OF ALASKA ...

DEPARTMENT OF REVENUE 550 W. 7TH AVENUE, STE. 350

ALCOHOLIC BEVERAGE CONTROL BOARD Anchorage, Alaska 99501-6698
Phone 907-277-8638
FAX: 907-272-9412

March 18, 1997

Senator Honorable Robin Taylor
Chairman, Senate Judiciary Committee
State Capitol

Juneau, Alaska 99801-1182

RE: SB 138

Dear Senator Taylor:

The Senate Finance Committee introduced SB 138 at the request of the Alcoholic Beverage Control Board
and its initial referral is to the Senate Judiciary Committee. This letter briefly explains the need for the bill.

This legislation amends Title 4 of Alaska Statutes to accomplish four different purposes: (1) to clarify that
"bootleggers” have no civil liability immunity; (2) to clarify what is required of a limited liability company that
applies for or holds a liquor license; (3) to modify the brewpub provision and other provisions of the statute to
allow restaurant or eating place liquor licensees as well as beverage dispensary licensees to operate as brewpubs;
and (4) to modify the package store license statutes to allow package stores to make deliveries for weddings and
other types of social gathering.; and to allow package stores to deliver wine or champagne with a floral arrangement

gift basket to a hotel or cruise ship guest.

First, this bill clarifies that while social hosts continue to have immunity for civil liability for serving
alcoholic beverages, those who illegally traffic in alcoholic beverages will not be afforded that immunity. A case
decided by the Alaska Supreme Court in 1996, Chokwok v. Worley, 912 P.2d 1248 (Alaska 1996), upheld civil
immunity for social hosts even when serving minors. Section 15 of this bill makes it clear that "bootleggers"
would not have the same civil liability immunity as the social host. This bill would amend the social host
immunity provision at AS 04.21.02. to specifically hold "bootleggers™ liable for injuries resulting from the
intoxication of someone to whom they illegally sell or provide alcoholic beverages, Representative Ivan and other
representatives introduced a similar provision this session as HB 22. House Bill 22, in amended form, has passed

the House and was recently heard by your committee.

Second, this | i clarifies (in Sections 1,2,3,8,10,11,13, and 16)what is required of a limited liability
company (LLC) ap~" | or holding a liquor license in Alaska. Although a new chapter to Title 10 (AS 10.50.010-
-10.50.995) was enacted in 1994 to establish limited liability companies in Alaska, the new law did not address
liquor license application procedures or reporting requirements under Title 4 merely because the entity is an LLC.
This bill would impose the same requirements on LLC's as are now set out for corporations under Title 4. There is
nothing in the legislative history of AS 10.50 that would suggest that there was any intent to allow an LLC to
escape the responsibilities and obligations imposed on a liquor licensee in Alaska under Title 4. Hence, that is

stated in this bill in Section 16.

Third, this proposed legislation amends the brewpub statute to allow for growth in Alaska of businesses
wishing to manufacture beer and ale as part of a bona fide restaurant operation. There is a national trend of growth
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Aladolic Baverage Gontrol Board tohold public hearings todetermine ifand how brewpubs should be Ticasd
ad regulated nAlaska. The ABC Board held asaes of plblic meetings tretwere vell attated. And many
pecple N te Fogoitality indLstry testified on how brewpubs shaulld be addressed under Aleda™s beverage alad ol
lavs. The brewpub portian found inSectias4,5,9,12,14, and 17 of this kil rqoresants the product of thispublic
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ansier any guestias you have on thisprgoosall.

Sincerely,  a

(fy M r

Douwglas B. Gffin
Director

a: CGovermors Offie, Lagislatine Liaism
Serate Finance Comintee



Americans for Responsible Alcohol Access

Twenty-One States Prohibit Direct Shipping

Arizona, Arkansas, Delaware, Hlorida, Ceorgia, Indiama, Kansas, Kentucky, Maine, Maryland,
Mississippi, Montana, New Hampshire, New York, North Carolina, North Dakota, South Dakota,
Tennessee, Texas, Utah arid Virginia

Source: National Conference of State Legislators, October/November 1997



Americans for Reseonsmle Aloohol Access

818 Connecticut Ave., NW /Z™Floor /Washington, DC 20006 /Toll-free (888) 660-ARAA /DC (202) 216-9300/araa@his;

Americans for Responsible Alcohol Access

Members and Supporters
December 1997

Members

Honorary National Chairman
Ainey Geta, e of Now 01
SADD (Students Against Destructive Decisions
American Trauma Society
Emergency Nurses Association
National Association of Governors' Highway Safety Representatives (NAGHSR)
American Coalition for Traffic Safety
National Licensed Beverage Association
Emergency Nurses CARE (ENCARE)
National Association of Beverage Retailers
National Beer Wholesalers Association
National Association of Alcoholism & Drug Abuse Counselors
Virginia Alcoholic Beverage Control Board
Wine & Spirits Wholesalers of America
American Association of Motor Vehicle Administrators
Campaign for Alcohol Free Kids, Inc.
Coalitions for America

Supporters

National Highway Traffic Safety Administration (NHTSA)
Mothers Against Drunk Driving (MADD)



Dennis C. VacCO State of New York
Anomey General Office of the attorney General

December 12, 1997

Hon. James E. Doyle
National Association of Attorneys General, President

Attorney General of Wisconsin
State Capitol

P.0. Box 7857, Suite 114 East
Madison, Wisconsin 53707-7857

Dear Attorney General Doyle:

I am writing to ask you to join me in a common sense effort
to promote public safety by stopping the practice of direct
shipping of beer, wine and liquor because this practice makes it
easier for those under age to obtain these beverages.

what started many years ago as a cottage industry to provide
connoisseurs with small quantities of microf?rew beer and wines
from small vintners, has burgeoned into a Dillion dollar-a-year
enterprise that is marketing beer, wine and liquor over the
Internet and through toll-free telephone ordering services.

These direct-marketers cleverly play on the American love of
convenience to argue for the free trade in alcohol beverages.
But what they fail to mention is that direct shipping enables
them to reap larger profits because they bypass the wholesale and
retail control system and, in many cases, escape state taxation

as well.

What"s really at issue is something very fundamental -- the
responsible, lawful control of and access to alcohol beverages.
How far are we going to go to allow technology and expediency to
usurp safeguards against underage access and state revenues?

In New York, we are going to take a very firm stand against
this i1llegal activity because it is wrong on a number of fronts,
not the least of which that it puts young people at greater risk.

At a time when alcohol abuse 1is rampant on college campuses,
and alcohol-related traffic fatalities Involving teenagers are up
5 percent, bucking the downward trend for the general population,
the last thing state leaders should do is make it easier for
young people to acquire alcohol.

The Cipliol. Abany, N.Y. 12224-0341 . (5I8L 474-733%0



Recently 1 wan asked to serve as honorary national chairman
of Americans for Responsible Alcohol Access (ARAA), an
organization comprised of a number of prominent national safety
organizations that are concerned about how direct shipping
facilitates underage access to alcohol beverages.

Today, 1 am participating in a national news conference to
document for the first time just how easy it is for the underage
to acquire alcoholic beverages via the Internet and toll-free

direct ordering.

Direct alcohol shippers like to argue chat the underage
access issue is a "red herring.* | disagree. As part of ongoing
efforts to discourage direct shipping of alcohol into New York,
my office has conducted a series of sting operations, each of
which documented receipt of the alcohol shipment by someone under

age 21, no questions asked.

At the news conference, | showed videotape of one such sting
and announced enforcement action against those involved.

I also released the results of a new national survey
conducted for ARAA by Wirthlin Worldwide, a well-known and
respected polling firm, that found that the American people
overwhelmingly oppose the direct, uncontrolled shipping of
alcohol beverages outside the licensed system.

Fully 85 percent agree that the sale of alcohol beverages
over the Internet or through the mail should not be allowed
because it would give minors easier access and could result in
more abuse. They do not object to the Internet or toll-free
phones as a means of placing an order, but they want the
merchandise to be delivered through the licensed system, not to
the doorstep. Sixty-four percent were concerned about the issue
of revenue lost to states by direct shipping and recognized that
revenue lost would need to be made up in other taxes for in-state

residents.

I urge you to review your state laws and policies on this
issue in the interest of ensuring that they are consistent with
ensuring that young people do not access alcohol, a product that
many years ago all states decided wisely to control and track 1in
the interest of public health and safety.

Sincerely,

oo (IN

DENNIS C. VACCO
ATTORNEY GENERAL
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Online Beer, Wine Ads

Gain Teens’

A ttention

Critics CallDirect-to-Home Sales Too Easy
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Online Direct-to-Home Sales of Alcohol Targeted by Teens

ADS, FromFI1

alcoholic bevera?_le delivered right to
their doorstep.” He added that teen-
agers arc among the niodt prolific
Internet users and are likely to be
home alone in the afternoon when
deliveries are made.

At the [)ress conference, Vacco
showed footage of a recent sting oper-
ation conducted by his_office, which
uncovered 12 wing and liquor distribu-
tors that delivered alcohol to minors,
Vacco said, with ‘ no questions asked,
no ID checked." Vacco said he is
seeking civil charges against the com-
panies as well as three delivery com-
panies, United Parcel Service, FedEx
and Airborne Express.

However, operators of beer and
wine of the month clubs, many of
which take orders over the Internet,
dispute the characterizations. They
say they police their sales, asking
customers if they're 21 when they
place the order and requiring them to
show identification when the products
are delivered. Most of the dozens of
Web sites operating include warnings
that underage drinkers cannot place
or receive orders.

Furthermore, they say teenagers
aren't likely to be among their cus-
tomers, “No kid is going to want to
bur a $50 bottle of wine out of Napa
Valley," said Todd Holmes, coowner

MUCKSIBRKIBICACIATLD

A videotape ofthe sting by New York Attomoy General Dennis Vacco shows a
19-year-old opening an alcohol ordor placed overthe Internet.

of Beer Across America and Interna-
tional Wine Cellars, a company target-
ed by Vacco.

Another deterrent for teens,
Holmes said, is that “there's no im-
mediate gratification at all. What kid
in their right mind would ever wait a
month for a 12-pack of expensive
beers to be delivered, to their parents'
home? It's ajoke."

The clubs said their target custom-
er is usually older than 35 and has an
annual income of at least $50,000.

UnderIYmg this debate, though, is
the complex relationship between di-
rect shippers, such as the beer and
wine clubs, and alcohol wholesalers.
~ The U.S. alcohol industry operates
in what's known as a "three-tier sys-
tem" including producers, wholesal-

ers and retailers. In most states, only
licensed wholesalers are permitted to
distribute alcohol, and only to Ii-
censed retailers and restaurants.
Through tliis system, states collect
sales and excise taxes and enforce the
qural drinking age. _

he wine and beer clubs, which
usually are licensed retailers in the
states where they're located, say the
wholesalers are using the underage
drinking issue a9 an excuse to protect
theirown interests—and profits. They
say the wholesalers don’t want a wine
club in California to ship their prod-
ucts to a customer who lives in say,
Vermont, thereby leaving the whole-
flaler in that state out of the transac-
ion.

"They're concerned about us for
one reason and one reason only—it
bmasses them," said Jim Lowe, owner
ofHog's Head Beer Cellars, a Greens-
boro, N.C., beer club. “They can't go
to the state and say, 'We're not getting
our cut,’ so they say, ‘Look how easy It
is for minors to getit.” _

Indeed, Americans for Responsible
Alcohol Access acknowledges that it
is funded by the Wine & Spirits
Wholesalers ‘of Aiperica. a national
trade group. The coalition also in-
cludes the National Beer Wholesalers
Association, as well as several safety
groups such as Students Against De-

structive Decisions and the Emcrgei
cy Nurses Association.

“The wholesalers say they oppos
direct selling of alcohol because
threatens the three-tier system, whic
was set up after Prohibition to ensur
that states got their taxes and unde
age drinking laws were followed. The
said up to $100 million in state taxc
are lost every year because of th
direct sales.

Even alcohol awareness grout
agree that direct shippers jeopardu
the controls imposed by ‘stale an
federal policies. _ _

“This undoes the entire fabric <
our social policy on alcohol control
said David L Rosenbloom, director s
Join Together, a Boston-based orgar
zation that helps community groui
flghtdrug and alcohol abuse.

He and other opgonent_s said the
don't believe the clubs’ claims of poli
ing. “The notion that they're checkir
for ID is self-serving nonsense," 1
said. “Itjust doesn't happen; the deli
eries are left at front doors."

FOR MORE INFORMATION *i°®

Fora listofthe liquor distributors
facing civil chargesfrom the New
York State Attorney General's Offic.
click on the above symbol on thcfroi
page of The Post's Website at
http://www.washingtonpost.com
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March 18, 1997

Serator Honorablle Robin Taylor
Chairmen, Serate Judiciary Comittee
State Gprtol

Juresu, Alaska 99801-1182

RE: SB 13
Dear Saator Taylar:

The Saate Finance Cammirttee introclosd SB 138 at the reguest of tre Aladollic Beverage Gonitroll Board
ad is nitel refarad st tte Saate Jdiciary Comittee. This etiarbrieflyegplains tre need fortre il

This legslation anends Titke 4 of Alaska Statutes 1o acoarplish four differat puposss: () odanify et
" oootegpers ' have no anill Tty immunity; Q) todiarifywhat isrequiired ofa Iimited Tigailiitycompany tret
gplies fararholds a lig.or hicaes; @) omodirfy tre brewpub provision ad otter provisias of tre Saitie O
allow resteurant or eatirg place lig.or licassss asvelll as beverage digesary licassss togerate as brenpuos;
and @ omodify the package stare licase statutes to alllow package stares tomake celinaries farweddings ad
otter types of soaal gatterings and toal lov pad<age stares to cel nvarwine or champagne with a fladl arrangenent
gftbedet toahotel arauiseshipgest.

Airt, thashall darhes tratvhile sooal hosts aotanee ohave imuninty faraul ety forssnamg
aladolichaerages, thoeewho illeplly triafiic naladolicbeverages will rot be affordd et imunity. A e
decidd by tre Alaska Supreme Gourt in 1996, Chokwok v. Worley, 912 P.d 1248 (Alad@a 19%65), upreld avl
munity farsoaial hosts even when ssrvigminors.. Sectian 15 oftts kil mekes itdlear tret " oootlegpr s
would ot have tte same avill Tty immunirty as tte soosal host. Thiss il would amend the soosall host
Inmunity provisioan aAS 04.21.(Q2. togeafically hold " ootdepers ' lisble for ipunies resubtarg fran e
intoacataan of someone towhom they illeplly sl or provice aladollic beverages.  Rgoresentatinve henand otter
rgaesstatines Introclcsd a smilarprosision thissessiinas HB 2. House Bill 2, mamended fom, hes pessd
the House ad was recantly heard by your comminttee.

Secord, thishilll derifies (nSectias 1,2,3,8,10,11,13, and 16)whatt s recpired of a limited Tty
company (LLC) gplyirg orholding a lig.or liceee nAlada.  Although anew dgpter o Titde 10 (AS 10.50.010-
-10.50.996) wes erected N 194 o esteblish Inited Teaility compenies nAleda, the new law did ot address
lig.or licrse gl ication procedures or rgortang requirerants under Titde4 merelly because tteataty san LLC.
This il would Inpose tre same recuiramants on LLC™s as are now setaut forcorporatias uder Titke 4. There B
nothing ntte lkeosslatne histary of AS  10.50 tretwoulld sugpest tet tterewes ay nattoallovan LLC ©
exge tre resorstilintes and doligatias inposed on a ligor liceee nAlada uder Titke4. Hanee, tek B
stated ntishll nSection 16.

Third, thesprgoosed legesiation anends tte brenpub statute o alllov fa-gronth nAlaska ofbusinessss
wishing tomarufacture beer and alle as part of a bonma fick restaurant geeratian. There sarataiaal trad ofgronth



nsall batch aaftbreneries and often they are associated with arestaurait. InAled@a, a resteurant sellirg beer
and wine aoulld onlly be licasd toengage nthis type of usiress iftalsobecane liesd asabrenary. I 195,
with the pessage oF HB 372, the Legisiature prchibited the restaurant/orenery aonbinattion and directed tte
Aladolic Baverage Gontrol Board tohold publlic hearings todetermine ifand how brewpubos should e licasd
ad regulated nAleda. The ABC Board held a sanes of publlic meetings tretvere vell attedsd. And many
paople ntre osortality industry testafied on how brewpubs should be addressad under Alaed@™s beverage aladol
lars. The brewpub portian found NnSectias4,5,9,12,14, ad 17 of tis kil rqoresants tre product of s plbllic
Jroo=ss.

This [l cotarnues tre prchibraan of co-oaning a restaurantand brevery and irsteed allons a restaurant
licasse todotain a brewpub permit under AS 04.11.13%5.  Rresantly, only beverage diseersary licasassmay have
abresypub licase. The hill attenpts o presene O e grestest edant possible ttre proven tree i far
merufecture, Wolesale distriioution, and retail sales of aladolic beverages.  ltdoes thisby tEdang restaurants aut
oftre brenery busiress, Timrtarg brewpub production ©© 75,000 callas ayear (Inlessavaiver sgranted by tre
ABC Board), recuiring brewpub beer ot solld on pramisss o be distributad through wollesallers, and prchibitairg
the sale of up to five calllas of beer par person per day from brewpubs Taroffpremise cosnption. The Ll
elimiratss tre ' gradfathered* restaurant/orenery businesses and provices acbirtacral tine farthem ©"anert”
tar licass 1 ttemore gargoniate restaurant/orenplb licrse. The ABC Board eliees tret thisprgoosal
strikes tre ngtbalance between fledality fa-this new manufecturing indlstry and adearand acerly regullatory
Tframenork to protect tre plbllic.

Fourth, thiskall would allov padkege stares tomake cElinaries ofacartain tye navery antroliled
maer. Pad<age stareswould be alloned todelvera lottle or two ofwine as art of gift kedet totor ships ad
hotels. During normal business hours the padkage stare aoulld celinaraladol trethes alreedy been paid fTarto tte
steofweddings, wedding recgptias, or otrer geecial aassias. Again, tte ABC Board hes attenpted toallow
thskeefit tolhusinesssss ad the consumer tobe tanpered with cadrtias ad recuirerants tetwilll protect e
publlic safety and welare fram aouse or inggargoriate use of aladollic beverages.

1 hope trettre Lagisiature willl give this inportant prgoosal is Tl aosicerataan. Iwalll e heppy ©
ansier any gestias you have on this prgoosal.

Sinerely,
JoglasB. Giffin
Director

ax Govermnors Offiae, Lagislative Liaisn
Sarate Finance Camittee



Fact Sheet: Underage Access Resulting From
DIRECT SHIPPING OF ALCOHOLIC BEVERAGES

A Pandora®s Box to Underage Access

Most Americans agree that direct shipping is a Pandora's Box to underage access. It's no secret
that today's teenagers are savvy when it comes to acqumn% alcohol. And direct shipment of alcohol
to customers is an open invitation for youngsters to log on to the Internet, download “cyberliquor"
or order via toll-free calls that don't show up on their parents' phone bill. A recent poll Confirmed
that most Americans believe this is a bad idea—85 percent believe "the sale of alcohol over the
Internet or through the mail should not be allowed because it would give minors easier access to

alcohol and could result in more abuse."1

Alcohol-Related Teen Highway Fatalities On the Rise

At a time when alcohol-related teen _hiqhwa fatalities are on the rise, we should not be making it
easier for teens to buy alcohol. Ironically, direct shipping advocates say that concern about
underage access to alcohol isa "red herring." Stings conducted b)( state officials from Colorado to
New York prove that teens can readily obtain alcohol through the Internet and other direct shipping
schemes. The facts point not to a "red herring," but should be a red flag for the public:

+ Youth (ages 15-20) alcohol-related traffic fatalities increased by almost 5 percent in 1996.
This is the first increase since 1990.2

» This increase bucks the alcohol trends: Alcohol-related traffic fatalities have been declining for
many years among the general population and even among teens (down 50% over the past
decade). There can be only one reason why alcohol-related teen traffic fatalities were up in
1996—more teens are getting access to alcohol and driving.

»  Almost two out of five youth highway fatalities in 1996 involved alcohol. Young drivers were
twice as likely as adult drivers to be involved in a fatal crash in 1996.

* In future years, demographics will place more teens at risk: By 2005, the youth population is
expected to increase by 14 percent.

» More than half of high school seniors drank alcohol in 1996. Nearly a third were binge dnnv.*-s
(five or more drinks ina row during the past two weeks)3

1Source: Wirthlin Worldwide / November 1997
» Source: National Highway Traffic Safety Administration



Direct Shipping Removes Safeguards to Underage Access

With direct shipping, teens don't have to worry about risks associated with Rurchasmg from local
outlets. No longer do they have to forge fake ID's and chance getting caught and arrested for
buying alcohol at a store monitored by the police. All they have to do is dial a toll-free number or
log on the Internet and mouse-dick "Yes" to the %uesnon of whether they are of age. They can pay
by credit card or even the new checking account debit cards which function much the same as a
credit card. Indeed, most students go off to college these days with a credit card, yet most are not
of IeEaI drinking age until their junior year. Delivery truck drivers are not in the business of
checking ID's - and in an?]/ case many direct shippers don't label their packages or intentionally list

contents deceptively, such as “olive oil."

Direct Shipping Creates a Coast-to-Coast Blood Border for Underage Drinking

Every state has set age 21 as the legal drinking age. This unity was intended to save lives by
e||m|nat|ng1 the former situation in the U.S. in which states had differing legal drinking ages. "This
created "blood horders" across which u.ndera%_e'drmkers would drive to get access to alcohol.
Passage of "21" laws in all states effectively eliminated the "blood borders." But Internet and toll-
free direct shipment creates a new, technological blood horder that touches every state.

Why Make ItEasier for Young People to Acquire Alcoholic Beverages?

The Internet was supposed to be an information superhi%_hway...not a bootleggers bypass to easier
alcohol access that detours around state and local regulations that encourage responsible control
and usage of alcohol. Direct shippers saY that kids cannot order alcohol on the Internet, but that's
what was said about pprr_\ogra;?hy. The truth is, you can get whatever you want on the _
Internet...without restriction. The Internet cannot verify age...and delivery truck drivers are not in

the business of “carding” the recipients of packages they deliver.
America®s View: Alcohol Is Different

Most Americans don't regard beer, wine, and liquor in the same manner as other consumer products
and don't think it should be sold in the same way. But those lobbying to legalize direct alcohol
shipment to customers argue that ordering wine, beer, and I|(1_uor should be no different than
ordering a garment from a clothing catalogue. A recent Wirthlin survey confirmed that they're out
of step with most of America: Four out of five respondents believe “the sale and shipment of beer,
wine, or liquor over the Internet or through the mail directly to consumers should not be allowed."
Largie majorities support the current licensed distribution system because, while not perfect, it does
a relatively effective job of responsibly regulating alcohol and discouraging access to minors.

*Source: National Institute on Drug Abuse



Direct Shippers Deliberately Confuse the Issue With False Arguments

Supporters of direct shipping to consumers argue that kids aren't going to be ordering $60 bottles of
Chardonnay. That's true, but it's a false argument. Obviously, teenaﬁers aren't going to order fine
wine. Nor do they have to—thualb( anything is available. Instead, they order lower-priced beer,
wine, and liquor which also are available by direct shipment. Whether & $60 bottle or $4 bottle it's
all ordered the same way and delivered the same way-right to the doorstep, often during after-
school hours when parents are workino. No wonder 85 percent of the American people oppose
direct shipment because they know it makes it easier for underage access and abuse.

Wine Aficionados or Adolescents? ™Reforms' Can"t Tell the Difference

"Reform" and "compromise” proposals pushed by the direct shipping lobby are fundamentally flawed
because they reIY on an honor system which cannot prevent shipments to minors and "dry" counties
around the country. State agencies have neither the resources nor the authority to ensure that all
shipped packages that might contain alcoholic beverages are not delivered to minors. The bottom
line IS that there is no way to devise a system of direct shipment to customer homes that effectively

differentiates between connoisseurs and kids.

There isNo Need for Direct Shipping

Consumers in most states already are able to legally obtain brands not regularly available at their
local outlets. Small producers have marketing and distribution vehicles such as Cellar Masters to get
their brands to consumers through the existing licensed srstem. Also, wholesalers and retailers are
willing to represent any of the brands of small producers that are being shipped illegally to
consumers.  But many direct-shippers are deliberately not cooperating because their goal is to

dismantle the licensed alcohol control system.

For additional information contact: Americans for ReA%?onsible Alcohol Access
Toll-free (888) 660-ARAA / DC line (202) 216-9300 / FAX (202) 289-1327 / araa@his.com
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