HOUSE OF REPRESENTATIVES

SB 1030

microbreweries ; multiple licenses; production; sales
Sponsors: Senators Warcl, Al)leser, Barto, et al.
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DP Committee on Commerce
DP Caucus and COW

X As Transmitted to the Governor

OVERVIEW
SB 1030 increases the aggregate cap on the annual production of beer by microbreweries, limits
their allowable number of retail licenses and grandfathers existing microbreweries.

HISTORY

The Arizona Department of Liquor Licenses and Control (DLLC) licenses, investigates and
regulates the production, distribution and sale of alcoholic beverages in the state of Arizona
through the 3-tier alcohol distribution system: producer; wholesaler/distributor; retailer. This
system requires the producer to sell to a distributor who must then sell to the retailer. One
exception is that Arizona permits a microbrewery to act ssmultaneously as both a producer and
retailer, with no requirement to sell to adistributor [azliquor.gov].

DLLC issues 19 different license types, commonly referred to by a series number. A.R.S. § 4-
205.08 outlines the requirements for a microbrewery license (series 03). A microbrewery
licensee produces between 5,000 gallons and 1,240,000 gallons of beer annually and may sell
beer for consumption on or off the premises. A microbrewery may own an unlimited number of
retail licenses and is authorized to sell and deliver up to 93,000 gallons of beer directly to other
licensed retailers annually. If the amount of beer produced or manufactured by a microbrewery
exceeds the annual limit, that microbrewery must apply for and receive a producer’s license.

Statute authorizes multiple liquor licenses to be held at one location (stacking), including for a
microbrewery. A.R.S. § 4-243.09 allows a microbrewery (series 03) and farm winery (series 13)
to be located on the same parcel of land, in separate buildings, with different ownership. The
two licenses are stacked only by proximity, not by ownership or operation at the same location;
however, they may share atasting room.

An in-state producer (series 01) license allows for the production of all spirituous liquor on-
premises, and the producer may sell to Arizona-licensed wholesalers only. The producer may
hold a retail license for sales of produced beer for a location either on or adjacent to its
production facility.

PROVISIONS
1. Increases the alowable annual production limits for a microbrewery from 1,240,000 gallons
per location to 6,200,000 gallons of beer in the aggregate.

2. Directs the microbrewery that exceeds the statutory limits on production of beer, to surrender
its license and all associated control and privileges in order to receive a producer’s license.
Further, requires the licensee to relinquish al remote retail licenses.
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Permits a licensed microbrewery to sell beer produced or manufactured by other
microbrewers for consumption on-premises, limited to 20% of the licensee’s annual sales of
beer at the premises. If the other microbrewery has an established relationship with one or
more wholesalers, the beer must be purchased through the wholesaler.

Allows a microbrewery with retail operations to have and sell to a maximum seven retail
licenses that hold a bar (06), beer and wine bar (07), or restaurant license (12).

States that a microbrewery that annually produces or manufactures more than 1,240,000
galons of beer cannot: a) apply for/receive any retail license for a remote location; b) sell or
deliver beer to retail locations except those on or adjacent to the microbrewery.

Prohibits a microbrewery that is otherwise a distiller, vintner, brewer, blender or other
producer of spirituous liquor in any jurisdiction from holding aremote retail license.

Contains session law that grandfathers the following, unless the license becomes inactive for

more than six months:

a. A microbrewery licensee who also holds or has applied for more than seven allowable
retail licenses before the effective date of thislegislation.

b. A person holding any interest in a microbrewery by the effective date of this legislation
and who also holds interest in any retail licenses.

c. A person holding an interest in a microbrewery and any in-state or out-of-state producer’s
license.

Grandfathers those holding an interest in a microbrewery and also holding an on-sale retail
license for a remote location by January 1, 2016, and subsequently becomes a producer by
January 1, 2019.

Grandfathers those holding a microbrewery license and either an in-state or out-of-state
producer’s license (or controlling interest).

10. Contains a severability clause.
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