<< 0041202 >>

EARL SM TH
DI STRI BUTI NG COVPANY
1730 DOVE STREET « P.O BOX 610265 « PORT HURON, M 48061-0265

Sept ember 3, 2003

Attn: TTB Notice No. 4

Chi ef, Regul ations and Procedures Division
Al cohol and Tobacco Tax and Trade Bureau
PO Box 50221

Washi ngt on, D C 20091-0221

Dear Sir or Madam

Earl Smith Distributing Conpany supports the proposed rule issued in March
2003 by the Tax and Trade Bureau (TTB) that outlines the al cohol content
requi rements in order for flavored malt beverages (FMB) to be classified as
beer. Specifically, the TTB proposes that for an FMB to be classified as beer
its alcohol content fromdistilled al cohol cannot exceed 0.5%

This proposal supports and further strengthens the integrity of beer as a
product made through the brew ng process. Beer is a malt-based product,

easily differentiated from ot her al cohol beverages not made by brew ng, but by
the distillation process, like spirits or fortified wine. The TTB proposal is
consistent with regul ati ons adopted by nost state |egislators, al cohol beverage
regul ators and the Internal Revenue Service (IRS) for how malt beverages are
defined for the purposes of taxation and distribution.

Most states, |like Mchigan foll ow federal regulatory guidelines despite having the
power to regul ate al cohol. This proposal provides for consistent policy to be
applied by all states for the licensing, taxation and distribution of beer. To do
ot herwi se woul d cause disruption in the marketplace and be danagi ng to beer

whol esal ers.

Beer and beverages that derive a majority of their alcohol fromdistilled spirits
are distinctly different. The differences have a direct inpact on the policies
that state and federal regulators use for the control and taxation of alcoho
bever ages.

To allow a blurring of the lines of difference now Wuld serve to wel cone ot her
manuf act urers of al cohol beverages to categorize their products as beer.
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Beer is not distilled spirits. Beer is not fortified wine. Beer is not a product
through the distillation process. Beer is nmade through the brew ng process and
the 0.5% standard will ensure that the integrity of beer remains.

Earl Smith Distributing Conpany encourages the Tax and Trade Bureau to
give final approval to the proposed 0.5% standard on FMBs.

Si ncerely,

ORobert E. SmthOR chard M D onne
OPresidentd 0OVice President

0Bc: NBWA
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