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MINUTES OF THE SENATE FEDERAL AND STATE AFFAIRS COMMITTEE

The meeting was called to order by Chairman Pete Brungardt at 10:30 a.m. on March 3, 2004 in Room
231-N of the Capitol.

All members were present except:
Senator James Barnett- excused

Committee staff present:
Russell Mills, Legislative Research
Dennis Hodgins, Legislative Research
Theresa Kiernan, Revisor of Statutes” Office
John Beverlin, Committee Secretary

Conferees appearing before the committee:
Philip Bradley, Kansas Licensed Beverage Association
Neal Whitaker, Kansas Beer Wholesalers Association
Amy Campbell, Kansas Association of Beverage Retailers
Tom Groneman, Alcoholic Beverage Control, Department of Revenue
Norm Jennings, Kansas Grape Growers and Wine Makers Association
Patty Clark, Department of Commerce

Others attending:
See Attached List.

Chairperson called the meeting to order. He then opened the confirmation hearing for Tom Groneman,
Executive Director of the Alcoholic Beverage Control. He welcomed Mr. Groneman to the podium.

Mr. Groneman provided a brief biographical overview, an overview of the ABC, and his role as the Director
of the ABC.

Chairperson Brungardt asked the committee for questions.
Senator Clark asked Mr. Groneman about his son-in-law’s affiliation with Schatz Distributor.

Mr. Groneman answered that his son-in-law was a truck driver for Schatz, but that the ABC regulates the
distribution.

Senator Clark asked Mr. Groneman about his son’s affiliation with a bar and grill.

Mr. Groneman explained that it was a job his son had held since he was college. He further explained that
his son worked at the bar and grill one night a week.

Senator Gilstrap made a motion to recommend the confirmation of Tom Groneman as Executive Director of
- the Alcoholic Beverage Control. The motion was seconded by Senator Clark. Tom Groneman was
recommended for confirmation.

Chairperson Brungardt asked the committee to consider action on SB 400, Law enforcement; training of
part time law enforcement officers. He asked Senator Huelskamp to the podium to provide an overview.

Senator Huelskamp provided written testimony from one of his constituents, Dwight Watson (Attachment 1).

Chairperson Brungardt asked the committee for questions. None were asked. He then asked the committee
to take action on the bill.

Senator Clark made a motion to recommend SB 400 favorable for passage. The motion was seconded by
Senator Teichman. SB 400 was recommended favorable for passage.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
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CONTINUATION SHEET

MINUTES OF THE SENATE FEDERAL AND STATE AFFAIRS COMMITTEE at 10:30 a.m. on
March 3, 2004 in Room 231-N of the Capitol.

Chairperson Brungardt continued the hearing for SB 402, Farm wineries; rights of licensees; fees;
ownership restrictions. He welcomed Philip Bradley to the podium.

Mr. Bradley presented testimony against SB 402 (Attachment 2).

Chairperson Brungardt thanked Mr. Bradley and welcomed Neal Whitaker to the podium.
Mr. Whitaker presented testimony against SB 402 (Attachment 3).
Chairperson Brungardt thanked Mr. Whitaker and welcomed Amy Campbell to the podium.

Ms. Campbell presented testimony against SB 402 (Attachment 4).

Chairperson Brungardt thanked Ms. Campbell and welcomed Mr. Groneman to the podium.

Mr. Groneman presented the Alcoholic Beverage Control’s testimony on SB 402 (Attachment 5).

Chairperson Brungardt asked Mr. Groneman for the price of a temporary permit.
Mr. Groneman answered that a temporary permit would cost an individual 25 dollars.

Chairperson Brungardt asked Mr. Groneman if a person who owns a farm winery, according to the bill, could
be involved in another tier of the three tier system.

Mr. Groneman answered that Chairperson Brungardt was correct.

Chairperson Brungardt asked the committee for questions. None were asked. He then explained to the
audience the true intention of SB 402. He further explained the idea of increasing agri-business and the farm
winery industry in the state of Kansas. He asked for suggestions from the audience.

Mr. Whitaker explained the availability for farm wineries to expand their exposure at festivals through a
temporary permit. He stated his belief that the mechanism was already available for them to expand their
exposure. Mr. Whitaker explained to the committee what would happen if the bill was passed as the farm
wineries wanted.

Senator Teichman explained the idea of the bill supporting Kansas products. She emphasized the need to
support Kansas products.

Ms. Campbell explained to the committee that she had a number of liquor store owners who would love to
provide Kansas wine from their store for sampling at festivals. She further explained that current law
prohibits them from doing so, but if the legislature provides that particular method of exposure to farm
wineries, her liquor store owners would like that method too. She explained that her association also has
problems with shipping reciprocity and its possible effects on retailers, tax, and regulation.

Chairperson Brungardt stated there may be problems with the amount of juice from Kansas in wines that farm
wineries label as Kansas wines.

Norm Jennings stated that his association asks for one of two things. Either to leave the language the way it
is, concerning Kansas juice in Kansas wines. Or add in language to have the Grape and Winery Council to
work with the Director of the Alcoholic Beverage Control, to handle situations when it is appropriate to
deviate from the 60 percent Kansas juice requirement.

Chairperson Brungardt asked Mr. Jennings about the 125 dollar fee for a farm winery to serve wine for
consumption on premise versus the 1000 dollar fee for an establishment to serve other alcohol for
consumption on premise.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to

the individuals appearing before the committee for editing or corrections. Page 2



CONTINUATION SHEET

MINUTES OF THE SENATE FEDERAL AND STATE AFFAIRS COMMITTEE at 10:30 a.m. on
March 3, 2004 in Room 231-N of the Capitol.

Mr. Jennings explained that the farm wineries would not receive a substantial part of their income from this
kind of establishment. Versus other establishments who receive all of their income from the consumption of
alcoholic beverages on premise. Mr. Jennings explained that it was not the intention of the association to go
behind the back of the ABC Director. He further explained that the establishment should be regulated in the
same manner as every other establishment that serves alcoholic beverages for consumption on premise.

Mr. Bradley explained that the opportunity to open a class of restaurants that serve Kansas wines exclusively
already exists. He further explained, that the difference now, is that they want to lower the fee from 1000
dollars to 125 dollars. He also explained that a problem exist with regards to bond requirements.

Mr. Jennings stated that there is a bond requirement for farm wineries.

Mr. Bradley explained that a bond is on the manufacture, not on the drink tax.

Mr. Whitaker explained that the regulations on temporary permits are up in the air. He suggested a summer
interim study of the issues.

Chairperson Brungardt thanked all who were in attendance and those who participated in the discussion.

The meeting was adjourned at 11:40 a.m. The next meeting is scheduled for March 4, 2004, at 10:30 a.m.
in room 231-N.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
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TESI' IMeST — DWWl WiATSer

To whom it may concertt: '
As you may be aware, there has been considerable dialog betweent the KLETC, and the

City of Montezuma concerning the difficulties of obtaining training for a part time police
officer for our city. Perhaps a more acourate description would be dialog concerning the
definition of a “part time officer”. It would seem obvious that a “full time police officer”
would be one that spends at least a majority of his work period doing police related Work. /
It would seem just as obvious that a “part fime officer” would be ope that would spend a '
minor part of the work period doing police work. As a matter of fact, the statutes state
that a part time police officer can work no more than 1000 hrs. per year doing police
work. That seems like a reasonable description of a “part time police officer”. It seems
that at one point an Attorney General for Kansas opined that where that part time officer
worked the balance of his work period, outside of his police duties, would impact on
whether or not that person is classified as a “part time officer”, or a “full time officer”.

Tn a small city such as Montezuma that employs 4 or 5 employees, the employees do
many different job fanctions. If the same criteria were applied to the other employees as
is applied to police officers, then the employee that changes the oil on his pick-up would
be considered a full time mechanic, or the employee that cleans the shop when it needs it,
even if his main job is being an electrical lineman, would be classified as a full time
custodian, Of course both of these employees are full time employess, but to say that one
is a full time mechanic, and the other a full time custodian would be ludicrous.

In my opinion, what might seem to be a complicated matter is in all reality a very simple
matter. What it boils down to is that a small city has few choices under the current
wording in the statutes for providing police protection for its citizens.

A city may hire a full time officer and send that officer for 560 hrs of training at the
KLETC. During that period, the employee is prohibited, by statuts, from working for the
City. The city will bear the burden of not only the salary, but also the fringe benefits for
over 3 months while that officer receives the training. The reality of the situation is that
tmost emall cities do not need, and cannot afford to hire a full time police officer.

A city may simply rely on the Sheriff's Office to provide law enforcement. 1believe
that if you have been following the news congerning some smaller towns in Kansas you
have seen that this is at best a matter of some concern for the citizens and governing
bodies of these towns. Apparently many Shetiffs feel that enforcing traffic laws, etc. in
small towrs in their county is not conducive to gefting re-elected.

A city may hire a part time officer and send him to 2 weeks of training at KLETC. This
may not sound like a diffcult solution, but it does, in fact, create many problems. If the
person is employed by a ptivate sector employer, that employee must take 2 weeks off
their primary job to obtain the KLETC training. Very few citizens with ptivate sector full
time employment have the latitude on their jobs to be effectively available for the duties
involved in part time policing.

Many small towns in the past have hired older retired citizens to be part time police
officers. With the 1000 hr. limitation on part time officers, these retired citizens ate mary
times the only persons available to fill the position. Finding a retired senior citizen able or
even willing to complete the 40 hr. training is difficult at best. There are many ways that
older retired citizens are a great assetto a community. Due to the physical requirements
of police work, utilizing them 1o fill this position would seem to put them and the citizens
they are protecting at some risk. Anyone that grew up in small town Kansas can fondly
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recall the aging “night marshal” patrolling the town in his personal ve}}icle wi'th ared
light affixed to it in some manner. He could even at times be seen dozing behind the
wheel at the end of Main Street on a slow night. Unfortunately those days ar¢ gone, along
with the days of leaving the keys in the ignition of your car at night, and leaving the
housge unlocked just in case someone dropped by to visit while you were out.

The current interpretation of the statutes does provide us with another option. We can ’
utilize volunteers to fill the position of reserve officers. These reserve officers are ‘
allowed to do all the duties of a police officer without any formal training at all. Many
smaller cities have done this for many years.

The bottom line is, if a small city can’t afford or doesn’t need a full time officer, and the
Sheriff isn’t willing or doesn’t have the staff to provide the service, and a qualified retired
person isn’t available, then most small towns use the last option which is a completely
untrained volunteer to enforce our ordinances and traffic laws.

There appears to be one option that would address most, if not all of these problems. By
allowitig small communities to employ a part time officer that would work less than 1000
hrs. per year on law enforcement duties, and also utilize that employee in another
completely separate department, the intent of the current statute would be satisfied, That
employee would then be able to work the remainder of the time on other useful functions
for the City. The employee would be able to make a livable income, have access to health
insurance and other full time employee benefits, while the City would have the benefit of
a trained qualified officer any time one is needed. Auditing the hrs, worked by this
employee to ensure the 1000 hr. threshold for law enforcment duties is not exceeded
would be a very simple matter, I believe if any intelligent, reasonable citizen was asked
which was the better option, an untrained volunteer or a trained part time officer that by
some stretch of the imagination might exceed the 1000 hr. limitation, the answer would
e obvious. The worst that would happen with the trained officer is that he might exceed
the 1000 hr. limitation, and then steps could be taken to correct that situation. But the
larger issue is what could happen with a completely untrained volunteer? That is just a
disaster waiting to happen. The result of such a disaster would obviously not be so ¢asy
to correct.

In the current environment when we all talk about homeland security and police
presence, the utilization of untrained voluntesrs doing work as important as law
enforcement is, at best, a band-aid fix, and at worst, & ridiculous option, Many peopie
¢laim what happened on 9-11 taught us some lessons. Until the officials that are able to
change these regulations see that changes need to be made, and made today, not
tomorrow or next year or after another disaster, then we truly haven't leamned anything.

In the AG's opinions there are several references to the intent of the legislation. I
believe it is clear that the intent is to provide training for full time officers at one level,
provide training for part time officers at a reduced level, and authorize the use of reserve
officers to supplement the police presence. While the issue is bogged down in a long
bureauctatic debate concerning the wording of the statutes and legal opinions, these smail
towns are utilizing the few remaining options available. As long as this situation is
allowed to continue we are doing a huge disservice to the citizens of this state and
inviting more disasters that we all pay lip service to trying to prevent. Common sense
must prevail if we are going to provide the protection that our citizens have the right to
expect, and we as their government have the responsibility to provide.
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AMERICAN BEVERAGE LICENBEES

Testimony on SB-402, February 24, 2004
Senate Federal and State Affairs Committee

Chairman, and Senators of the Committee,

I am Philip Bradley representing the Kansas Licensed Beverage Assn., a
group of men and women, in the hospitality industry, who own and
manage bars, clubs, caterers, restaurants and hotels where beverage
alcohol are served. Thank you for the opportunity to speak today.

We oppose SB-402.

Although we support the farm wineries concept, we believe that they need
to adhere to the same rules as other family businesses in Kansas. There is
a procedure, carefully crafied by the Legislature over many years and
tested by the Department of Revenue, Alcohol Beverage Control, local
law enforcement & thousands of businesses to assure accountability,
compliance, tax collection, protection of the states’ interests and the
safety of the public. This bill would legalize circumventing of all those
procedures.

This bill will;
e Allow a defacto Drinking Establishment
o w/o the current licensing procedures
o w/o the current bonding
o create a new fee structure
o create a new access point for retail beverage alcohol

The farm wineries and microbreweries procedures were created together,
to help foster starting opportunities and businesses. Most microbreweries
are now operating restaurants in addition to producing beer. They do this
with the current licenses structure and within the current laws and
regulations and have been for years.

Additionally, if the gifts to charities, etc. section is appropriate then it
should be applicable to all retailers of beverage alcohol.

We urge you not to pass SB-402.

Executive Director

Senate Federal and State Affairs Com.
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Additional Comments on SB 402/HB 2723, Kansas Beer Wholesalers Association
February 25, 2004, Senate Federal and State Affairs Committee.

We do not know what subsection (c), page 2 of HB 2723 means.
It could mean that..."In spite of” the availability of adequate quantities of fruit of the...”

e Making it appear that a farm winery could use imported juice whether or not they have a
sufficient grape harvest.

e Also, the elimination of the requirement that the label state that the “Kansas” wine is
grown from “Kansas” grapes might be a violation of consumer protection laws. If
something is labeled “Kansas” beef but it is actually California beef that has been
packaged here, is that misleading? Passage of this could be a legislative endorsement of
consumer fraud.

e There appears to be a typo and the word “varietal” should be substituted for “varital” in
line 13 of page 2 HB 2723.

“Without forfeiting any rights or privileges” subsection (d) page 2 line 21 provides farm
wineries an opportunity to exempt themselves from the attached statutes at will.

Finally the expansion to allow more outlets to sell off-premise on Sunday creates more legal
problems. If the legislature and the courts prohibit the sale on Sunday for retailers, this will be
a significant “exception”. Coupled with the microbreweries, there will be lots of outlets selling
off-premise. Everyone will be selling EXCEPT retailers and CMB

41-701. Certain sales by distributors or manufacturers prohibited.
(a) Except as provided in subsection (d), no spirits distributor
shall sell or attempt to sell any spirits within this state except to:
(1) A licensed manufacturer, licensed nonbeverage user or licensed
spirits distributorg or
(2) a licensed retailer, as authorized by K.S.A. 41-306 and
amendments thereto.
(b) Except as provided in subsection (d), no wine distributor shall
sell or attempt to sell any wine within this state except to:
(1) A licensed manufacturer, licensed nonbeverage user or licensed
wine distributor;
(2) a licensed caterer; or
{3) a retailer, club or drinking establishment, licensed in this
state, as authorized by K.S.A. 41-306a.
(c) Except as provided by subsection (d), no beer distributor shall
sell or attempt to sell any beer or cereal malt beverage within this
state except to:

Senate Federal and State Affairs Com.
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(1) A licensed manufacturer, licensed nonbeverage user or licensed
beer distributor;

(2) a licensed caterer; or

(3) a retailer licensed under the Kansas liquor control act or
under K.S.A. 41-2702 and amendments thereto or a club or drinking
establishment, licensed in this state, as authorized by 41-307 and
amendments thereto.

(d) (1) If any spirits distributor refuses to sell spirits which
such distributor is authorized to sell or refuses to provide any
service in connection therewith to any licensed retailer as authorized
by K.S.A. 41-306 and amendments thereto, it shall be lawful for any
gther licensed spirits distributor to sell such spirits te such
retailer.

(2) If any wine distributor refuses to sell wine which such
distributor is authorized to sell or refuses to furnish service in
connection therewith to any licensed retailer, as authorized by
K.S.A. 41-306a, it shall be lawful for any other licensed wine
distributor to sell such wine to such retailer.

(3) If any beer distributor refuses to sell beer or cereal malt
beverage which such distributor is authorized to sell or provide
service in connection therewith to any retailer licensed under this
act or under K.S.A. 41-2702 and amendments thereto, as authorized by
K.S.A. 41-307 and amendments thereto, 1t shall be lawful for any
other licensed beer distributor to sell such beer or cereal malt
beverage to such retailer.

(e) Nc manufacturer of alcoholic liquor or cereal malt beverage
shall sell or attempt to sell any alcoholic liquor or cereal malt
beverage within this state except to a licensed manufacturer, licensed
distributor or licensed nonbeverage user.

(f) No supplier, wholesaler, distributor, manufacturer or importer
shall by oral or written contract or agreement, expressly or impliedly
fix, maintain, coerce or control the resale price of alcoholic liquor,
beer or cereal malt beverage to be resold by such wholesaler,
distributor, manufacturer or importer.

(g) Any supplier, wholesaler, distributor or manufacturer violating
the provisions of this section shall be guilty of a misdemeanor and
upon conviction thereof shall be punished by a fine of not less than
$500 and not more than $1,000, to which may be added not to exceed six
months’ imprisonment. In addition, any supplier, wholesaler,
distributor, manufacturer or importer violating the provisions of this
section relating to fixing, maintaining or controlling the resale
price of alcoholic 1liquor, beer or cereal malt beverage shall be
liable in a civil action to treble the amount of any damages awarded

plus reasonable attorney fees for the damaged party.
History: L. 1949, ch. 242, § 64; L. 1974, ch. 195, § 3; L. 1979, ch. 153, § 4; L. 1987, ch.
182, § 45; L. 1987, ch. 182, § 46; Jan. 1, 1988.

41-702. Gifts and credit from manufacturer or distributor prohibited.



(a) Except to the extent permitted pursuant to K.S.A. 41-703 and
amendments thereto, no licensed retailer, club, drinking establishment
or caterer, or any officer, associate, member, representative or agent
thereof, shall accept, receive or borrow money or anything else of
value, or accept or receive credit, directly or indirectly, from:

(1) Any manufacturer or distributor;

(2) any person connected with, in any way representing or a member
of the family of a manufacturer or distributor;

(3) any stockholders in a manufacturer or distributor; or

(4) any officer, manager, agent or representative of a
manufacturer or distributor.

(b) Except to the extent permitted pursuant to K.S.A. 41-703 and
amendments thereto, no manufacturer or distributor shall give or lend
money or anything of wvalue or otherwise loan or extend credit,
directly or indirectly, to any retailer 1licensed under this act or
under K.S.A. 41-2702 and amendments thereto, or to any licensed club,
drinking establishment or caterer, or tc the manager, representative,
agent, officer or director thereof.

(c) If any licensed retailer, distributor, manufacturer, club,
drinking establishment or caterer violates any provision of this
section, the license of such retailer, distributor, manufacturer,
club, drinking establishment or caterer shall be suspended or revoked
by the director in the manner provided by law for revocation or

suspension for other violations of this act.
History: L. 1949, ch. 242, § 65; L. 1987, ch. 182, § 47; July 1.

41-703. Gifts, loans and interest in customer's business by
manufacturer or distributor prohibited, exceptions.

(a) Except as provided by subsection (d), no manufacturer or
distributor shall directly or indirectly:

(1) Sell, supply, furnish, give, pay for, loan or lease any
furnishing, fixture or equipment on the premises of a place of
business of a licensee under the club and drinking establishment act
or a retailer licensed under the Kansas liquor control act or under
K.S.A. 41-2702 and amendments thereto;

(2) pay for any such licensee's or retailer's license, or advance,
furnish, lend or give money for payment of such license;

(3) purchase or become the owner of any note, mortgage or other
evidence of indebtedness of any such licensee or retailer or any
form of security therefor;

(4) be interested in the ownership, conduct or operation of the
business of any such licensee or retailer; or

(5) be interested, directly or indirectly, or as owner, part
owner, lessee or lessor thereof, in the licensed premises of any
such licensee or retailer.

(b) Except as provided by subsection (d), no manufacturer or
distributor shall, directly or indirectly, or through a subsidiary or



affiliate or by any officer, director or firm of such manufacturer or
distributor, furnish, give, lend or rent any interior decorations or
any signs, for inside or outside use, for use in or about or in
connection with the licensed premises of a licensee under the club and
drinking establishment act, or a retailer licensed under the Kansas
liquor control act or under K.S.A. 41-2702 and amendments thereto
products of the manufacturer or distributor are sold.

(c) No manufacturer or distributor shall directly or indirectly pay
for or advance, furnish or lend money for the payment of any license
of another under the club and drinking establishment act, the Kansas
liguor control act or K.S.A. 41-2702 and amendments thereto.

(d) (1) A manufacturer or distributor may furnish things of wvalue to
a licensee under the club and drinking establishment act or to a
retailer licensed under the Kansas liquor control act or under K.S.A.
41-2702 and amendments thereto to the extent permitted by rules and
regulations adopted by the secretary pursuant to subsection (e).

(2) Notwithstanding any other provision of law to the contrary, an
owner, officer, stockholder or director of a distributor may have an
interest in the licensed premises of a club, a drinking
establishment or a retailer licensed under the Kansas liquor control
act or under K.S.A. 41-2702 and amendments thereto, if such premises
are located outside the geographic territory of the distributor's
franchise.

(e) The secretary shall adopt rules and regulations permitting
manufacturers and distributors to furnish equipment, signs, supplies
or similar things of wvalue to licensees under the club and drinking
establishment act or to a retailer licensed under the Kansas liquor
control act or under K.S.A. 41-2702 and amendments thereto. Such rules
and regulations shall limit the furnishing of such things of value so
that they are not conditioned on or an inducement to the purchase of
any alcoholic liquor or cereal malt beverage. In adopting such rules
and regulations, the secretary shall consider and, to the extent the
secretary determines suitable, base such rules and regulations on the
standards of the bureau of alcohol, tobacco and firearms of the United

States treasury.
History: L. 1949, ch. 242, § 66; L. 1987, ch. 182, § 48; L. 1991, ch. 141, § 2; July 1.

41-704. Manufacturers; interest in business of distributor
prohibited.

No manufacturer of alcoholic liquors holding a manufacturer's
license under this act and no manufacturer of alcoholic liquors
outside of this state manufacturing alcoholic liquors for distribution
and sale within this state shall, directly or indirectly, as owner or
part owner, or through a subsidiary or affiliate, or by any officer,
director or employee thereof, or by stock ownership, interlocking
directors, trusteeship, loan, mortgage or lien on any personal or real
property, as guarantor, endorser or surety, be interested 1in the



ownership, conduct, operation or management of any alcoholic liguor
distributor holding an alcoholic liquor distributor's license under
this act; nor shall any manufacturer of alecoholic liquors holding a
manufacturer's license under this act nor any manufacturer of
alcoholic ligquors outside of this state manufacturing alcoholic
liquors for distribution and sale within this state, be interested
directly or indirectly, as lessor or lessee, as owner or part owner,
or through a subsidiary or affiliate, or by any officer, director or
emplcyee thereof, or by stock ownership, interlocking directors or
trusteeship in the premises upon which the place of business of an
alcoheolic liquor distributor holding an alcoholic liquor distributor's
license under this act is located, established, conducted or operated

in whole or in part.
History: L. 1949, ch. 242, § 67; March 9.

41-705. Violation of 41-703 or 41-704; effect.

Any licensee who shall permit or assent, or be a party in any way to
any violation or infringement of the provisions of K.S.A. 41-703 or
41-704 shall be deemed guilty of a wviolation of this act, and any
money loaned contrary to a provision of this act shall not be
recovered Dback, or any note, mortgage or other evidence of
indebtedness, or security, or any lease or contract obtained or made

contrary to this act shall be unenforceable and void.
History: L. 1949, ch. 242, § 68; March 9.

41-709. Authorized sale or delivery by manufacturer or distributor;
withdrawal of samples from warehouse; license revocation for
violations.

(a) No manufacturer or distributor shall sell or deliver any package
containing alcoholic ligquor manufactured or distributed by such
manufacturer or distributor for resale, unless the person to whom such
package is sold or delivered 1is authorized to receive such package in
accordance with the provisions of this act.

(b) Notwithstanding any other provision of the Kansas liquor control
act, a distributor may withdraw from the distributor's inventory
alcoholic liguor or cereal malt beverage for use as samples in the
course of the business of the distributor or at industry seminars.
The withdrawal of such alcoholic liquor or cereal malt beverage shall
be in accordance with rules and regulations adopted by the secretary
in accordance with K.S.A. 41-210 and amendments thereto and shall be
subject to the tax imposed by K.S.A. 79-4101 et seg. and amendments
thereto based on the applicable current posted bottle or case price.

(c} The director shall revoke the license of any manufacturer or

distributor who violates the provisions of this section.
History: L. 1949, ch. 242, § 72; L. 1987, ch. 182, § 49; L. 1996, ch. 154, § 6; July 1.
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RE: PROPOSAL W0, 28 — FARM WiNERIES®

Proposal Ko, 28 directed the Specinl Committes on
Fedarg] mnd Siate Affairs to review the leensure and raguls-
tign of farm winérics under the Liquor Comtral Aet, constder
any needed ehanges in these stotutes, recommend any desir-
ahle incentives to faster the develapment of ferm winerfes in
. Kansas, gand review the emendmenis enncted in 3385 H.B.
. 2z2aDh.

Background

The 1983 HKenses Legislature engoted legislstion fo au-
‘ rhsrize emd regulate ferm wineries In Kansss. Sub, for H.D.

9881 gmended the Eanses Liguor Controf Act (K84, 1101
© et 52q.) to provide for the licensure of farm wingries, "Farm
winery" mesns a winery Heemsed to manufacture, store, and
s¢ll domestic table wine, which is wire made from agrieutturat
. produets grown in Kansas, centaininz net more than 14 percent
_ sleokol by volume. Farm wineries are gllowed to manufaciure
" eng sell domestic toble wines fo consumers for off-premise
. copsumption and to licensed liguat distributors. The wins
manufsetured by a farm winery is subject to & 15 eent per
" gallon mallonage tax, and eales to consumars are subject to the
f perecnt YHquer enforcement tex, as are other retail liguer

sales, The Bi1l set the annual fee for g farm winery license at
T3, 100, :

. The 1984 Legislature enncted a teehnieal bill (H.3. 3110)
't elarify thet the 8 pereent Tiquor enforcement tax will spply
- to seles by farm wineries.

3 The 1985 Legfsiature eneeied Iegislation which mads
©: mevete]l amendments e the fmem winery slatutes. H.B. 2230
. made severzl changes in the statutes cancerning ferm
" winertes, ineling reducing the annuel leense fee frot $2.100

8.0. 409 accompenies this report.
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to £230, reduens the residency r&quirement for a.pp}icu{xa 10
twa years in The county and four years in the stata, redueing
the required psrformance bond from $25,000 to $2,000. allow-—
ing farm winsries 10 be loested in ereas goned for agricullural
purposes, requiring only £ peraent of the grapes and products
used in mekdng the wine to be Eensas produets, 2nd gutheriz—
ing & farm winety o sell to 4 Keensed retailer.

There are no Leensed farm wineries apersting in Kansas
&t present.

Commities Aetivity

Ths Commitiee received a staff driefing on the Kunsas
law relsling to favm wineries and heprd’ testimony of in-
terested conferces.

Dr. R. G. Rizzs, Villarizza Vineyards, Halsteagi, sug-
gasied several amendments to the farm winery laer, which are
summarized below:

1. H.S.A 41-308a requires thut domeslic table
wine containers carry & lsbel clearly setting
forth Lhe stetement that the wine war mano-
factured Irom esricutturel produels grewn in
Kansas. Dr. Rizze stated that Lhis prayision
requires & separats lanel spelling oul that the
wine 5 o Kanses produet, with the specifie
propordony of the products grown in Eshsss,
He suggested ihat this information could be
ineluded on the [ront and back label, end that
the =pecific proportien reguirement be
deleted.

. K.5.A. 41-310(e) sels €250 es the aanual
license fee for = farm winery. Dr. Rizza
suggested thet this fee may bs 00 _‘nigim and
algp expressed Lhe econcern Chet this statute
allows cities £nd townships 1o assess ndditional
occeupational end leense f{axes on ferm
wineriss.
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3. K.S.A. 41-311{f} requires thet an spplicent for
# farm Wikery kEcense must have been g
resident of Kunses for four yesrs end of the
connly for twe yerrs. Dr. Rizzs feit that this
time period &= excessive and could meke it
difficult to seli & furm winerv in the future.
He suggested that the section be ametided to
require only Kanses residency.

This seetion alwo requires that sl shareholders
of a furm winery corpoeation meet the same
eligthility reguirements as the Heensee. Dr.
Rizze suggested that this be chenged fo &
requiremnent that the majority of the stoelt of
the eorporation be owned by Kanses residents.

4. Under current Imw ond the Kehsss Constitu-
tion, the on—premise consumption of wine ut a
farm winery is prohibited. Dr. Rizma stated
that the potentizsl success of Kensas Tarm
wineries will revolve on the guestion of wine
tasting at the winery.

5. Dr. Rizzs cxpressed concern thet any in-
ereased property taxes on ferm winerles may
ctifle the niew Indusiry.

4. Dr. Rizza recommended fhat a "(Governar's
Advisory Couneil on Grape and Wine Produce—
tion In Kansas™ be sppointed by the Covermor
to review the status, needs, and ineentives to
promote grape growing, wine making, and
other grape utilizations in the state.

dohn Lamb, the Ddrector of the Division of Alecholie
Beverage Contirol, stated that ABC had no requests for amend-
ments to the farm winety laws.

A represenlitive of the Wine Institute reviewad for the
. Committee o 1984 United Stetes Supreme Court esase in which

2=7



&4

g ligquor excise fax in Hawsei wes heid to be unconstitutionsl:
{Bacchus mports, Lid. ot al. v, Dies, Dirgetor of Taxation of .
Aeveafi, 104 S, Gt $049, June 78, 1984) The representativ
noted that Bawall imposes 2 20 percent excise mx on Sales of
Lguor sl wholosele, but exempts from the tax both a native
braody and fruit wine {pitieapple) manufactured in the state.
Heseail liquer distriutors {iled legal aetion seeling & pefuné of
taxes peid under pratest énd siieging {hai the tex is unconsti-
titionul because it violales the Commeres Clause. The
[ewail Supreme Court rejeeled this constitutionni claim and-
uoheld the diseciminstory tax. Hawever, the United Stares
Supreme Court reversed the Hawel eourt sad helds

1, the ta¥ exemption for native hrandy and feuit
wine viplates the Commerce Cieuse, becallse
it s both the purpose nhd effect of diserimi-
neting in favor of iocsl products;

2 it i Ireelevant thul the Legislatyres motlva-
tion was the desire fo gid the mekets of the
locaily produced Deversges rtather than to
harm oui~of-state producers: ané

3. the tsx exemption it pot ssved by the 2Ist
Amendment beenuse the central purpose of
the amendment was not 0 empowet $tales ta
faver the loesl igunor industry by erecting
barrices 10 eolpetition.

Tt was noted that the Kensas legislation on farm wineries .

{£.5.A. £1-501) &lso conteine o diseriminutery tex in that
domestie table winey are subjeet to o galionige tax of $.15_per
gallon, while all other tuhle wines are taxed at 3,30 par gailon.

The repressitative of the Wine Institute stated ihot, on the,

basie of the Baechus case, the eatire lguor pulionage {ax may
be in jeoparcy shouid Htigation be filed regurding the tex

gifferentisl on domestie wins, 1t wns suggesied thut the..

gatlonage tax Fate ab table wines be mede uniform in Kanses
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Cotelusions and Recommendations

The Committee concludes that the current Kapsa: lsw
regerding farm wineries ix, in genersal. adequste pnd requires

4¢ mejor amenpdments. But the Committee agrees with seversl

changes suggested by conferees anG recommends legislation
to:

1, medify the current resideney reguirement foc
form winery anpiiesnts {four yeurs In sinte,
two vears in comnty) fo a requirement thet the
upplicant must have been & Hanses resident
for Iwa years a1 some time preceding the date
of spplieation;

2. clarify that domestic wine containers nesd not
ABPrY 4 separate Isbet indieating that the wine

is & Kensas produet; and

%.  require thal only a majerity of stockholders of
a farm winery corporation must meet the
sieme qualifieations ps the licensee {under cur-
ront law, all stockholders must teel the ssme
qualifications as the licensee).

. The Commitiee &lso recommends, in light of the Bucchus
cese summearized carlier in this repart, that K.S.A. 41-501 be
sisended o provide for a uniform gellonage tax on alk table

" wines at $.30 per galion by delsting the diseriminatory lux

structure whieh currentiy texes domestie table wine at a lower

rale. Sueh an amendment weuld serve to proiest the re-

meinder of the Liquor CGallgnpge Tex from ltiggtion. This
change will resuit in no revenue loss s no tax revenues have

. Been colleated 10 date on winhe produced in Kansas.

With regard bto fhe property tax issue raised by one
oonferas, the Committee recommends that the Lepislature be
vety oculllions of the isve of luxution of farm wineries in
arder that Lhis fledgling industry may develop in Eansns, The
Committea recommends that the slanding Assessment and
Taxetion Commitiees review the ourrent tax status of farm

e
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wineries, in perticular taxetion based on use value of vine-
vards.

Finally, the Committee reeommends thet the Special
Commission on a Publie Agenda for Kanses review the issue of
deyelaping farm wineries in Kansas and the fssue of givecaifi-
aution of spricultursl products in Kansas, and consider ihe

crestion of u "Governor's Advizary Couneil on Grape znd Wine
Production in Kanses,®

Respectiully subinitted,

Nevember 25, 1985 Rep. Robert Yarerum, Chairperson 3

Special Committes on Federal
end State Affairs

Sert. Ben Vidricksen, Rep. Clinton Acheson
Viee-Chairperson Lep. Clarence Love
fen. Aupust Boging Bep. Gayle Mollenkamp
fen. Norme Bsniels Fep, Kerry Petriok
Ben. Roy M. Ehrlich Rep. Jim Pattersan
Sen. Phil Mertin Rep. Eatheyn Sughrue

Rep. John Sutter

SB 409
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SENATE BILL Na. 408
By Specinl Commitlee on Fedesl znd State Allairs
e Propasat Mo, 38
12-19

@117 AN ACT relating o [arm wincrdes; conearming regulation of < uch
Q1% wineries and faxation of their prodacts; amending K.5.A. 1985
anzo Supp. £)-308a, 435311 and 41-501 and repenling the axisting
[eabIy} seclinng, 5

pozi Do it enveted by the Legislature of the State of Eanges:

W  Seetiom 1, K.5.A. TG Supp. 41-308a is hereby mnendad Lo
onas resd as follaws: 11-308a, {5) A funn winery Heense shall llow the
ni4 muswelicture, storage and sule of domiestic table wine. The li-
iz cemse shall allow sales: (1) On the licensed prentises” of the
angs wineny, i the original wiopened container, by conswmecd far
0027 consumphion off the licensed premises; 12) ta jirensed disuitm-
e Facs; () Lo licensed reteiless; and (41 la Heensed nonbevernwe
28 users.

o il Mot less dhan GU% of the prodacts utilized in the man-
st afackore ol domestie table wine by a fivol wineny shall be grown
Q03g im Kunsas exceppt wWhen # mreater proportion s authorized by the
ans8 Birector besed upon findings Ut such proaducts sre nof available
Q3s in this slate. S =eleory shel aiflz to Fach conlziner of domestic
mas table wine fo he offered Tor sele & separe label clands: selthag
o Sarth by o fanm tinesy sholl hese on is lobel @ clegr statement
9037 of i proportian of ther products utidized fu the munufachzre of
ol Hio wine wiiell way from agrieabucel pmdoets geown in Hansas.
ooss () A Twm winesy having acapurily of 50,000 gallons per yoas
M0 arosore which sells wie ta oy dictribtee shall be regniced to
a1 ewaply witk sll provisions of asticle £ ol chapter 41 of the Eansas
U642 Stahates Aungiated and of K5.A 41701 throvgh 41-705 and
ey 41709, end amendnmeats theseto, in the same manner aud sel-
o34 joct to the sane poaalfies a5 o menufeetymec

39



The Kansas Association of Beveraye Retailers

P.O. Box 3842 Phone 785-266-3963
Topeka, KS 66604-6842 Fax 785-234-9718
www.kabr.org kabr @amycampbell.com

Martin Platt, President Amy A. Campbell, Executive Director

TESTIMONY PRESENTED TO THE

SENATE COMMITTEE ON FEDERAL AND STATE AFFAIRS
re: SB 402
FEBRUARY 24, 2004
BY AMY A. CAMPBELL, EXECUTIVE DIRECTOR

Thank you, Chairman and members of the Committee. My name is Amy Campbell and I appear before
you today on behalf of the Kansas Association of Beverage Retailers to oppose SB 402. The Kansas
Association of Beverage Retailers represents the State licensed owners of retail liquor stores. Currently,
there are approximately 700 stores in the state of Kansas.

KABR has appeared before you in the past to support some of the initiatives proposed by farm wineries
and continues to support the sale of locally grown and manufactured wines. Our members sell these
products in our stores and hope to continue to do so.

However, SB 402 clearly seeks to bypass the primary principles of the three tier distribution system and
create exceptions for a few licensees. This threatens the businesses of retail liquor store licensees by:

L. creating loopholes in Kansas liquor law which make the state vulnerable to questions of fair
competition under the Commerce clause of the United States Constitution;

2. expanding the number of retail outlets for farm wineries from two to five while liquor store owners
may hold one retail license; and

3. blurring the lines of separation between manufacturer, distributor, and retailer - to the point of

reducing potential tax receipts to the State.

If these measures are passed, what is to stop Beringer from seeking to open its own chain of sampling and
retail outlets in Kansas shopping centers? If these exceptions are provided to the wineries, will the
microbreweries be next?

As members of the Federal and State Affairs Committee, you are more aware than most policymakers of
the complexities of Kansas liquor laws. Certainly, it may be true that elements of the law could be altered
without drastic consequences. Perhaps a few of the proposals would be helpful. However, we would
respectfully ask that there be a comprehensive review of the potential impacts of such changes with the
participation of relevant interest groups at the table before such attempts are pursued in the Legislature.

The recodification of Kansas liquor laws was pursued by a dedicated group of volunteers which spent
weeks and months analyzing the significance of the laws which are in effect today. Yet, even that effort
which was designed simply to streamline the Act rather than effect policy change was delayed. KABR
requests the Committee require extensive evaluation and input to the policy imitiatives in this bill.

Thank you, Mr. Chairman, for allowing us to testify regarding our concerns regSenate Federal and State Affairs Com.
Date: M 2, Zm"'
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Testimony on Senate Bill No. 402

Concerning intoxicating liquors;
Relating to farm wineries
To
The Senate Federal and State Affairs Committee
By
Tom Groneman, Director
Alcoholic Beverage Control Division

February 24, 2004

Mr. Chairman, members of the committee, thank you for allowing me to
appear before you today regarding Senate Bill 402.

Senate Bill 402, as written, would allow for numerous changes to the liquor
control act that are currently prohibited and would constitute a significant
departure from treatment of holders of other liquor license types.

Section 1, 41-308a (a) (6) [page 1, lines 31-32] would allow farm wineries to
donate product to nonprofit, charitable and government sponsored
fundraising events. Currently, all liquor license holders are prohibited from
selling product at below cost or giving it away. Licensees are allowed to
make a monetary donation to a charitable entity, which in turn can purchase
the licensees product from a licensed retailer. This ensures the enforcement
tax is paid on the product.

The language in Section 1, 41-308a (a) (7) [page 1, lines 33-37] allows farm
wineries to serve and sell products at festivals, trade shows and charitable
events. This would make farm winery licenses “portable” and the state
would not be able to track or regulate the events where farm winery
licensees are serving samples or selling their products. Currently, obtaining
a temporary permit is the only way for alcoholic beverages to be sold on
unlicensed premises. Application for a temporary permit must be submitted
for approval to the Director of ABC 14 days in advance of a scheduled
event. This enables the state to monitor activity at such events to ensure

compliance with all liquor laws. We request that if farm wineries are
senate Federal and State Affairs Com.

Date: Macfl 21 Zeod
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allowed to serve samples and sell their product in a variety of unlicensed
locations that they be required to obtain a temporary permit.

Section 1, 41-308a (a)(8) [page 1, lines 38-41] creates a new license type.
Currently, a farm winery licensee may hold a drinking establishment license,
enabling them to sell their wines by the drink for consumption on the
licensed premises. This bill would allow farm wineries to obtain a “farm
winery restaurant license” with an annual fee of $125.00 (Section 2, 41-310
(e) [page 4, line 4] instead of a drinking establishment license (the fee for
which is $1,000.00) and they would not be subject to the same rules as
drinking establishment licensees. For instance, drinking establishment
licensees are required to permit immediate entry to any law enforcement
officer for inspection of the licensed premises, whereas, farm winery
restaurant licensees would not. If this new license type enables a farm
winery restaurant licensee to operate virtually like a drinking establishment,
Eey should be subject to all the same rules and regulationﬂ

Kansas has always followed a very well defined three-tier system. Striking
the current language of Section 1, 41-308a (d) [page 2, lines 17-22] would
exempt farm winery licensees from the prohibition of holding other license
types under the liquor control act.

Striking “microbrewery or farm winery” from Section 3, 41-312 (a) [page 5,
line 13] again would be contrary to the three-tier system. It would allow
microbreweries and farm wineries to be involved in and hold ownership
interests in multiple tiers. They would be able to hold a manufacturer,
distributor and/or retailer license, in addition to the microbrewery or farm

winery license they already hold.

I will be glad to try and answer any questions.



