PRI OR PRI NTER S NO. 1799 PRINTER S NO. 1918

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1420 %%

| NTRODUCED BY RAYMOND, DONATUCCI, BARRAR, BELFANTI, BENN NGHOFF,
BEYER, BI ANCUCCI, BLACKWELL, BRENNAN, BUXTON, CAPPELLI
CARROLL, DENLI NGER, Di G ROLAMO, J. EVANS, EVERETT, FABRI ZI O
GERGELY, HARHAI, HARKI NS, HORNAMAN, JOSEPHS, KAUFFMAN,
M KELLER, W KELLER, KENNEY, KILLIQN, KOTIK, MAHONEY, MANN,
MARSI CO, M O BRIEN, O NEILL, PAYNE, PERZEL, PYLE, QUI GLEY,
REI CHLEY, SANTONI, SAYLOR, SEIP, SONNEY, STERN, J. TAYLOR,
WANSACZ, WATSON, WOINARGCSKI, YOUNGBLOOD, NAILOR AND S| PTROTH,
JUNE 5, 2007

AS REPORTED FROM COWM TTEE ON LI QUOR CONTROL, HOUSE OF
REPRESENTATI VES, AS AMENDED, JUNE 14, 2007

AN ACT

1 Anending the act of April 12, 1951 (P.L.90, No.21), entitled, as
2 reenacted, "An act relating to alcoholic liquors, alcohol and
3 malt and brewed beverages; anending, revising, consolidating
4 and changing the laws relating thereto; regulating and

5 restricting the manufacture, purchase, sale, possession,

6 consunption, inportation, transportation, furnishing, holding
7 in bond, holding in storage, traffic in and use of alcoholic
8 I iquors, alcohol and malt and brewed beverages and the

9 per sons engaged or enployed therein; defining the powers and
10 duties of the Pennsylvania Liquor Control Board; providing

11 for the establishnent and operation of State |iquor stores,
12 for the paynment of certain |license fees to the respective

13 muni ci palities and townshi ps, for the abatenent of certain

14 nui sances and, in certain cases, for search and seizure

15 wi t hout warrant; prescribing penalties and forfeitures;

16 providing for local option, and repealing existing | aws,"

17 further providing for the definition of "distributor”;

18 providing for the definition of "small manufacturer”; and

19 further providing for malt and brewed beverages
20 manuf acturers', distributors' and inporting distributors’

21 licenses, for malt and brewed beverages alternating brewers’
22 licenses, for distributors' and inporting distributors’
23 restrictions on sales, storage, etc., and for breweries.

24 This act shall be construed as an enactnent of the General
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Assenbly's support for the 3-tier systemfor al coholic beverages
production, distribution and sale that, through uniform

St at ewi de regul ation, provides this Conmonweal th regul atory
authority over the production, storage, distribution,
transportation, sale and consunption of al coholic beverages by
and to its citizens, for the benefit of the public health and
wel fare and this Commonweal th's econonmic stability. The General
Assenbly intends that the |iquor |aws shall be enforced in order
to restrict sales to mnors, collect all State and | ocal taxes
due on the commerce in al coholic beverages, establish open,
transparent and accountable distribution systens for al coholic
beverages and the intent to exercise, to the fullest extent
allowed, all the authority granted a state under the Twenty-
first Arendnent.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The definition of "distributor” in section 102 of
the act of April 12, 1951 (P.L.90, No.21), known as the Liquor
Code, reenacted and anended June 29, 1987 (P.L.32, No.14) and
anended May 31, 1996 (P.L.312, No.49), is anended and the
section is anended by addi ng a—defi+nition DEFIN TIONS to read: <—

SECTI ON 102. DEFI NI TI ONS. -- THE FOLLOWN NG WORDS COR PHRASES, <—
UNLESS THE CONTEXT CLEARLY | NDI CATES OTHERW SE, SHALL HAVE THE
MEANI NGS ASCRI BED TO THEM I N THI' S SECTI ON

* x *

"Distributor” shall mean any person |icensed by the board to
engage in the purchase only from [ Pennsylvania] snall
manuf acturers and frominporting distributors and the resal e of
malt or brewed beverages, except to inporting distributors and

distributors, in the original seal ed containers as prepared for
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the market by the manufacturer at the place of manufacture, but
not for consunption on the prem ses where sold, and in
guantities of not | ess than a case or original containers
cont ai ni ng one hundred twenty-ei ght ounces or nore which may be
sol d separately.

* * %

"OUT- OF- STATE SVALL MANUFACTURER' SHALL MEAN A SMALL <—

MANUFACTURER LOCATED OUTSI DE TH S COWONWEALTH W TH A MAXI MUM

PRODUCTI ON OF_ THREE HUNDRED THOUSAND BARRELS OF MALT OR BREWED

BEVERAGES PER YEAR. | N DETERM NI NG THE ANNUAL PRODUCTI ON, THE

OUT- OF- STATE SVALL NMANUFACTURER SHALL | NCLUDE A PORTI ON OF THE

PRODUCTI ON OF_ANY OTHER MANUFACTURER WHO HOLDS, DI RECTLY OR

I NDI RECTLY, AN OMNERSHI P INTEREST INIT ORWTH WHOM I T HAS A

DI STRI BUTI ON AGREEMENT IN THI S COVWONWEALTH. | F ANOTHER

MANUFACTURER HOLDS, DI RECTLY OR | NDI RECTLY, AN OANERSHI P

I NTEREST IN THE OUT- OF- STATE SMALL NMANUFACTURER, THE PERCENTAGE

OF THAT INTEREST SHALL BE APPLI ED TO THE MANUFACTURER S TOTAL

PRODUCTI ON OF MALT OR BREVED BEVERAGE PRODUCTS TO DETERM NE THE

AMOUNT_THAT SHALL BE I NCLUDED IN DETERM NI NG THE NMAXI MUM

PRODUCTI ON FOR THE OUT- OF- STATE SVALL MANUFACTURER. |TF THE OUT-

OF- STATE SVALL MANUFACTURER HAS A DI STRI BUTI ON AGREEMENT W TH A

LARGER MANUFACTURER FOR DI STRIBUTION IN TH' S COVWONWEALTH, THE

DI STRI BUTI NG MANUFACTURER S TOTAL DI STRIBUTION IN TH' S

COMVONVEALTH SHALL BE ADDED TO THE OUT- OF- STATE SNVALL

MANUFACTURER' S PRODUCTI ON TO DETERM NE WHETHER THE THREE HUNDRED

THOUSAND BARREL NMARK HAS BEEN REACHED.

"Smal | manufacturer" shall nean a manufacturer of malt or

brewed beverages that produces no nore than fwepty THREE HUNDRED <—

t housand barrels of malt or brewed beverages per yvear. Only malt

or brewed beverages for which the manufacturer i s responsible

20070H1420B1918 - 3 -
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for paying the nalt beverage tax shall be considered in

calculating the total nunber of barrels produced per year for a

manuf act ur er.

* * %

Section 2. Section 431 of the act, anended Decenber 20, 1996
(P.L.1513, No.196), Decenber 21, 1998 (P.L.1202, No.155) and
Decenber 8, 2004 (P.L.1810, No.239), is anmended to read:

Section 431. Malt and Brewed Beverages Manufacturers',
Distributors’ and Inporting Distributors' Licenses.--(a) The
board shall issue to any person a resident of this Conmmonweal t h
of good repute who applies therefor, and pays the license fee
herei nafter prescribed, a manufacturer's license to produce and
manufacture malt or brewed beverages, and to transport, sell and
deliver malt or brewed beverages fromthe place of manufacture
only in original containers, in quantities of not |less than a
case or original containers containing one hundred twenty-eight
ounces or nore which may be sold separately anywhere within the
Commonweal th. The application for such license shall be in such
formand contain such information as the board shall require.

Al'l such licenses shall be granted for a license period to be
determ ned by the board. Every manufacturer shall keep at his or
its principal place of business, within the Conmonweal th daily
per manent records which shall show, (1) the quantities of raw
materials received and used in the manufacture of malt or brewed
beverages and the quantities of malt or brewed beverages

manuf actured and stored, (2) the sales of nalt or brewed
beverages, (3) the quantities of malt or brewed beverages stored
for hire or transported for hire by or for the Iicensee, and (4)
t he nanes and addresses of the purchasers or other recipients

thereof . Every place |icensed as a manufacturer shall be subject

20070H1420B1918 - 4 -
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to inspection by nenbers of the board or by persons duly

aut hori zed and designated by the board, at any and all tinmes of
the day or night, as they may deem necessary, for the detection
of violations of this act or of the rules and regul ations of the
board, or for the purpose of ascertaining the correctness of the
records required to be kept by |icensees. The books and records
of such licensees shall at all times be open to inspection by
menbers of the board or by persons duly authorized and
designated by the board. Menbers of the board and its duly

aut hori zed agents shall have the right, w thout hindrance, to
enter any place which is subject to inspection hereunder or any
pl ace where such records are kept for the purpose of naking such
i nspections and nmaki ng transcripts thereof. Wenever any checks
i ssued in paynment of filing and/or license fees shall be
returned to the board as dishonored, the board shall charge a
fee of five dollars ($5.00) per hundred dollars or fractional
part thereof, plus all protest fees, to the naker of such check
submtted to the board. Failure to make full paynment or pay the
face anount of the check in full and all charges thereon as
herein required within ten days after denmand has been made by

t he board upon the naker of the check or upon notification to
the board by the Departnent of Revenue or the Departnent of
Labor and Industry of its objection, the Iicense of such person
shall imedi ately becone invalid and shall remain invalid unti
paynent and all charges are received by the board.

(a.1) Any [out of State] manufacturer whose products are
sold and delivered within this Commonweal th shall be authorized:
to rent, |ease or otherw se acquire space froman inporting
di stributor or bailee for hire authorized by this act at no nore

than two | ocations per manufacturer for use of a segregated

20070H1420B1918 - 5 -



1 portion of a warehouse or other storage facility owned or

2 operated by the inmporting distributor or bailee for hire at

3 which the [out of State] manufacturer may store, repackage and

4 sell malt or brewed beverages to any inporting distributor to

5 whomthe [out of State] manufacturer has granted distribution

6 rights pursuant to subsection (b) or to any purchaser outside

7 this Comonwealth for delivery outside this Conmonwealth; or to
8 shiptoits storage facility outside this Conmonweal th. Such

9 nmanufacturer nay conpensate the inporting distributor or bailee
10 for hire for any related storage, repackagi ng or delivery

11 services. The [out of State] manufacturer nust file with the

12 Liquor Control Board the rate of conpensation to be paid. A

13 separate witten application nust be filed to acquire storage

14 licenses, and the board may establish the information that nust
15 be provided on the application. The initial filing nust be made
16 prior to any paynents being nmade, and any subsequent changes in
17 the rate of conpensation nust be filed within thirty days of any
18 such change. Nothing in this act authorizing storage facilities
19 for [out of State] manufacturers is intended to nmake any change
20 in the manner malt or brewed beverages are distributed through
21 the three-tier system
22 (a.2) The board shall issue to [a holder of a manufacturer's
23 license] a snall manufacturer no nore than two storage |icenses
24 per small manufacturer to cover storage facilities separate from
25 the location of the manufacturing facility. A snmall manufacturer
26 may use its storage facilities to receive, store, repackage,
27 sell and distribute malt or brewed beverages in the sane manner
28 as it can at its place of manufacture or it may rent, |ease or
29 otherw se acquire space froman inporting distributor or bailee

30 for hire authorized by this act in the sane manner as [an out of

20070H1420B1918 - 6 -
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State] a manufacturer as set forth in subsection (a.1). A
separate witten application nmust be filed to acquire storage
Iicenses, and the board is enpowered to establish what

i nformati on nmust be provided on that application. Nothing in
this act authorizing off-site storage facilities for
manufacturers is intended to nake any change in the manner malt
or brewed beverages are distributed through the three-tier
system

(A.3) AN APPLI CANT_FOR AN OUT- OF- STATE SVALL MANUFACTURER

LICENSE SHALL FILE A WRI TTEN APPLI CATION W TH THE BOARD | N SUCH

FORM AND CONTAI NI NG SUCH | NFORVATI ON AS THE BOARD SHALL FROM

TIME TO TI ME PRESCRI BE. THE APPLI CATI ON AND LI CENSE FEES AND THE

RESTRI CTI ONS ON WHO MAY APPLY FOR THE LI CENSE SHALL BE THE SAME

AS THE FEES AND RESTRI CTI ONS | MPGSED ON | N- STATE SNVALL

MANUFACTURER APPLI CANTS. I N ADDI TION, THE OUT- OF- STATE SMALL

MANUFACTURER MUST OBTAI N A SALES TAX LI CENSE FROM THE DEPARTIVENT

PRI OR TO SUBM TTI NG THE APPLI CATI ON TO THE BOARD. THE

| NFORVATI ON CONTAI NED IN THE APPLI CATI ON SHALL BE PROVI DED BY

THE BOARD TO THE DEPARTMENT UPON REQUEST. | N ORDER TO CONTI NUE

TO BE ELIG@ BLE TO HOLD AN OUT- OF- STATE SMALL MANUFACTURER

LI CENSE, THE OUT- OF- STATE SVALL MANUFACTURER NMAY NOT PRODUCE | N

EXCESS OF THREE HUNDRED THOUSAND BARRELS OF MALT OR BREWED

BEVERAGES PER YEAR, AS THAT CALCULATION IS DEFINED I'N SECTI ON

102. NO OUT- OF- STATE SVALL MANUFACTURER LI CENSEE OR I TS

OFFI CERS, DI RECTORS, SHAREHOLDERS OR MEMBERS SHALL HOLD ANY

I NTEREST IN ANY OTHER LI CENSE | SSUED BY THE BOARD; NOR SHALL ANY

OUT- OF- STATE MANUFACTURER LI CENSEE OR I TS OFFI CERS, DI RECTORS,

SHAREHOLDERS OR MEMBERS, EITHER DI RECTLY OR | NDI RECTLY, LEND

MONEYS, CREDI T OR EQUI VALENT THERECF, TO ANY OTHER LI CENSEE; NOR

SHALL ANY OUT- OF- STATE MANUFACTURER LI CENSEE OR | T OFFI CERS,

20070H1420B1918 - 7 -

<—



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

DI RECTORS,  SHAREHOLDERS OR MEMBERS GUARANTEE THE PAYMENT OF ANY

BOND, MORTGAGE, NOTE OR OTHER OBLI GATI ONS OF ANY OTHER LI CENSEE;

NOR SHALL ANY OUT- OF- STATE MANUFACTURER LI CENSEE OR I TS

CFFI CERS, DI RECTORS, SHAREHOLDERS OR MEMBERS BE THE OMAER,

PROPRI ETOR OR LESSOR OF ANY PLACE FOR VH CH ANY OTHER LI CENSE

HAS BEEN | SSUED BY THE BOARD. OUT- OF- STATE SVALL MANUFACTURER

LI CENSEES ARE DEEMED TO HAVE SUBM TTED TO THE JURI SDI CTI ON OF

THE BOARD, _ANY OTHER COMMONWEALTH AGENCY AND THE COURTS OF THI S

COMONVEALTH FOR PURPOSES OF ENFORCEMENT OF THI' S SECTI ON AND ANY

RELATED LAWS, RULES OR REGULATI ONS. OUT- OF- STATE SNVALL

MANUFACTURER LI CENSEES ARE SUBJECT TO CI TATI ON BY THE

ENFORCEMENT BUREAU UNDER SECTION 471 AND NONRENEWAL BY THE BOARD

UNDER SECTI ON 470. THE DEPARTMENT MAY PROMULGATE REGULATI ONS

REQUI RING THE FILING OF PERI ODI C REPORTS BY OUT- OF- STATE SMALL

MANUEFACTURERS TO ENSURE COMPLI ANCE WTH THE PROVISIONS OF THI S

SECTI ON. A HOLDER OF AN OUT- OF- STATE SMALL NMANUFACTURER LI CENSE

MAY DELI VER MALT OR BREVED BEVERAGES | T HAS MANUFACTURED TO ANY

HOLDER OF ANY RETAIL LICENSE | SSUED BY THE BOARD. I N DO NG SO,

THE OUT- OF- STATE SMALL MANUFACTURER MUST USE I TS OMN VEHI CLES

AND MAY NOT, IN THE COVMONWEALTH, USE THE SERVI CES CF A

TRANSPORTER- FOR- H RE OR OTHER COMMVERCI AL CARRIER. | F THE OUT- OF-

STATE SMALL NMANUFACTURER CHOOSES TO SELF-DI STRIBUTE IN THI' S

COMVONVEALTH, IT IS NOT_ PERM TTED TO UTI LI ZE STORAGE SERVI CES OR

FACI LI TI ES OTHERW SE AVAI LABLE UNDER SECTI ON 431(A.1).

(b) The board shall issue to any reputabl e person who
applies therefor, and pays the license fee hereinafter
prescribed, a distributor's or inporting distributor's |icense
for the place which such person desires to naintain for the sale
of malt or brewed beverages, not for consunption on the prem ses

where sold, and in quantities of not |ess than a case or

20070H1420B1918 - 8 -
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ori ginal containers containing one hundred twenty-ei ght ounces
or nore which nay be sold separately as prepared for the market
by the manufacturer at the place of manufacture. The board shal
have the discretion to refuse a |license to any person or to any
corporation, partnership or association if such person, or any
of ficer or director of such corporation, or any nenber or
partner of such partnership or association shall have been
convicted or found guilty of a felony within a period of five
years i mredi ately preceding the date of application for the said
|icense: And provided further, That, in the case of any new
license or the transfer of any license to a new | ocation, the
board may, in its discretion, grant or refuse such new |icense
or transfer if such place proposed to be licensed is within
three hundred feet of any church, hospital, charitable
institution, school or public playground, or if such new |license
or transfer is applied for a place which is within two hundred
feet of any other prem ses which is |icensed by the board: And
provi ded further, That the board shall refuse any application
for a new license or the transfer of any |license to a new

| ocation if, in the board' s opinion, such new |license or
transfer would be detrinental to the welfare, health, peace and
norals of the inhabitants of the nei ghborhood within a radius of
five hundred feet of the place proposed to be licensed. The
board shall refuse any application for a new |license or the
transfer of any license to a | ocation where the sale of liquid
fuels or oil is conducted. The board may enter into an agreenent
with the applicant concerning additional restrictions on the
license in question. If the board and the applicant enter into
such an agreenent, such agreenent shall be binding on the

applicant. Failure by the applicant to adhere to the agreenent

20070H1420B1918 - 9 -
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will be sufficient cause to formthe basis for a citation under
section 471 and for the nonrenewal of the l|license under section
470. If the board enters into an agreenent with an applicant
concerning additional restrictions, those restrictions shall be
bi ndi ng on subsequent holders of the license until the |icense
is transferred to a new |l ocation or until the board enters into
a subsequent agreenent renoving those restrictions. If the
application in question involves a |location previously |icensed
by the board, then any restrictions inposed by the board on the
previous |icense at that |ocation shall be binding on the
applicant unless the board enters into a new agreenent
rescinding those restrictions. The board shall require notice to
be posted on the property or prem ses upon which the |icensee or
proposed |icensee will engage in sales of nalt or brewed
beverages. This notice shall be simlar to the notice required
of hotel, restaurant and club liquor |icensees.

Except as hereinafter provided, such |icense shall authorize
the hol der thereof to sell or deliver malt or brewed beverages
in quantities above specified anywhere within the Comopnweal th
of Pennsylvania, which, in the case of distributors, have been
manuf acturers or inporting distributors, and in the case of
i mporting distributors, have been purchased from manufacturers
or persons outside this Cormmonweal th engaged in the | egal sale
of malt or brewed beverages or from manufacturers or inporting
di stributors licensed under this article. In the case of an
i mporting distributor, the holder of such a |icense shall be
authorized to store and repackage malt or brewed beverages owned
by a manufacturer at a segregated portion of a warehouse or

ot her storage facility authorized by section 441(d) and operated

20070H1420B1918 - 10 -
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by the inporting distributor within its appointed territory and
del i ver such beverages to another inporting distributor who has
been granted distribution rights by the manufacturer as provided
herein. The inporting distributor shall be permtted to receive
a fee fromthe manufacturer for any related storage, repackaging
or delivery services. In the case of a bailee for hire hired by
a manufacturer, the holder of such a permt shall be authorized:
to receive, store and repackage nalt or brewed beverages
produced by that manufacturer for sale by that manufacturer to
importing distributors to whom that manufacturer has given
di stribution rights pursuant to this subsection or to purchasers
outside this Commonweal th for delivery outside this
Commonweal th; or to ship to that manufacturer's storage
facilities outside this Commonweal th. The bailee for hire shal
be permtted to receive a fee fromthe manufacturer for any
rel ated storage, repackaging or delivery services. The bail ee
for hire shall, as required in Article V of this act, keep
conpl ete and accurate records of all transactions, inventory,
recei pts and shipnments and nake all records and the |icensed
areas avail able for inspection by the board and for the
Pennsyl vania State Police, Bureau of Liquor Control Enforcenent,
during normal business hours.

Each [out of State] manufacturer of malt or brewed beverages,

excluding snmal | nmanufacturers, whose products are sold and

delivered in this Commonweal th shall give distributing rights
for such products in designated geographical areas to specific

i mporting distributors, and such inporting distributor shall not
sell or deliver malt or brewed beverages manufactured by the
[out of State] manufacturer to any person issued a |icense under

the provisions of this act whose |licensed prenises are not
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| ocated within the geographical area for which he has been given
di stributing rights by such manufacturer. Should a |icensee
accept the delivery of such malt or brewed beverages in
violation of this section, said |icensee shall be subject to a
suspension of his license for at least thirty days: Provided,
That the inporting distributor holding such distributing rights
for such product shall not sell or deliver the same to anot her
importing distributor without first having entered into a
witten agreenent with the said secondary inporting distributor
setting forth the terns and conditions under which such products
are to be resold within the territory granted to the primary
i mporting distributor by the manufacturer.

When a [Pennsylvania] snmall nmanufacturer of malt or brewed
beverages licensed under this article nanes or constitutes a
di stributor or inporting distributor as the primary or original
supplier of his product, he shall also designate the specific
geographical area for which the said distributor or inporting
distributor is given distributing rights, and such distri butor
or inmporting distributor shall not sell or deliver the products
of such manufacturer to any person issued a |icense under the
provi sions of this act whose |icensed prem ses are not | ocated
wi thin the geographical area for which distributing rights have
been given to the distributor and inporting distributor by the
said manufacturer: Provided, That the inporting distributor
hol di ng such distributing rights for such product shall not sel
or deliver the sanme to another inporting distributor w thout
first having entered into a witten agreenent with the said
secondary inporting distributor setting forth the terns and
condi tions under which such products are to be resold within the

territory granted to the primary inporting distributor by the
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manuf act urer. Not hing herein contained shall be construed to
prevent any manufacturer from authorizing the inporting

di stributor holding the distributing rights for a designated
geographical area fromselling the products of such manufacturer
to another inporting distributor also holding distributing
rights fromthe sane manufacturer for another geographical area,
provi di ng such authority be contained in witing and a copy

t hereof be given to each of the inporting distributors so

af f ect ed.

(b.1) (1) Any person in this Commonwealth or el sewhere who
shall purchase or in any manner whatsoever acquire or otherw se
succeed to the business of a manufacturer, assets or rights to
import, market, ship into this Commonweal th or distribute a
brand of beer, or to use and exploit any trademark incorporated
as part of a brand of beer produced by such a manufacturer shal
be obligated to all ternms of the manufacturer's franchise
agreenents in effect on the effective date of the purchase,
acqui sition or succession, or, if earlier, at the tine the
agreenent contenplating the purchase, acquisition or succession
is actually made.

(2) "Purchase" or "acquisition," for purposes of this
section, includes, but is not limted to, a purchase,
acqui sition, |lease, license or assignnment of all or a
controlling interest in the capital stock or operating assets,

i ncludi ng brand trademarks rights; merger; any corporate
reorgani zati on or consolidation; and also, without limtation,
any license, cross-license, joint venture or other agreenent or
arrangenent, directly or indirectly, transferring, substituting
or materially changing the person or persons authorized by the

one owning or controlling a brand or any trademark as part of a
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brand, to produce, inport, ship, nmarket or distribute the brand
of beer into or within this Conmonwealt h.

(3) "Manufacturer,” as used in this subsection, shall nean
any person, including any agent of such person, who (i) is
licensed as a manufacturer of malt or brewed beverages | ocated
wi thin the Commonweal th of Pennsylvania, (ii) holds a
di stributor or inporting distributor license, or (iii)
manuf actures any malt beverage, has title to any malt beverage
products or has the contractual right to distribute any malt
beverage product, whether licensed in this Comonweal th or not,
who enters into an "agreenent” with any inporting distributor
licensed to do business in this Comobnweal t h.

(c) The aforesaid licenses shall be issued only to reputable
i ndi vi dual s, partnerships and associ ati ons who are, or whose
menbers are, citizens of the United States and have for two
years prior to the date of their applications been residents of
t he Commonweal t h of Pennsyl vania or to reputable corporations
organi zed or duly registered under the laws of the Commonweal th
of Pennsylvania. Such licenses shall be issued to corporations
duly organi zed or registered under the laws of the Commonweal th
of Pennsylvania only when it appears that all of the officers
and directors of the corporation are citizens of the United
States and [have been] ARE residents of the Commonweal t h of
Pennsyl vania [for a period of at |east two years prior to the
date of application], and that at |east fifty-one per centum of
the capital stock of such corporation is actually owned by
i ndi viduals who are citizens of the United States and [ have
been] ARE residents of the Commonweal th of Pennsylvania [for a
period of at |east two years prior to the date of application]:

Provi ded, That the provisions of this subsection with respect to
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resi dence requirenments shall not apply to individuals, partners,
of ficers, directors and owners of capital stock, of corporations
licensed or applying for licenses as manufacturers of malt or
brewed beverages, nor shall the provisions of this subsection
with respect to stockhol der requirenents apply to corporations
licensed or applying for licenses as manufacturers of malt or
brewed bever ages.

(d) (1) Al distributing rights as herei nabove required
shall be in witing, shall be equitable in their provisions and
shall be substantially simlar as to terns and conditions with
all other distributing rights agreenents between the
manuf act urer giving such agreenent and its other inporting
di stributors and distributors shall not be nodified, cancelled,
term nated or rescinded by the manufacturer w thout good cause,
and shall contain a provision in substance or effect as foll ows:
"The manufacturer recognizes that the inporting distributor and
distributor are free to manage their business in the manner the
i mporting distributor and distributor deem best and that this
prerogative vests in the inporting distributor and distri butor
the exclusive right to establish a selling price, to select the
brands of malt or brewed beverages they wish to handle and to
determ ne the efforts and resources which the inporting
di stributor and distributor will exert to devel op and pronote
the sane of the manufacturer's products handl ed by the inporting
di stributor and distributor. However, the manufacturer expects
that the inporting distributor and distributor will price
conpetitively the products handl ed by them devote reasonabl e
effort and resources to the sale of such products and maintain a

reasonabl e sales level." "Good cause" shall nean the failure by

any party to an agreenent, w thout reasonabl e excuse or
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justification, to conply substantially with an essenti al,
reasonabl e and commercially acceptabl e requirenment inposed by
the other party under the ternms of an agreenent.

(2) After January 1, 1980, no nmanufacturer shall enter into
any agreenment with nore than one distributor or inporting
di stributor for the purpose of establishing nore than one
agreenent for designated brand or brands of malt or brewed
beverages in any one territory. Each franchise territory which
is granted by a manufacturer shall be geographically contiguous.
Al'l inporting distributors shall maintain sufficient records to
evi dence conpliance of this section. Wth regard to any
territorial distribution authority granted to an inporting
di stributor by a manufacturer of malt or brewed beverages after
January 1, 1996, the records shall establish that each and every
case of a brand of malt or brewed beverages for which the
importing distributor is assigned was sold, resold, stored,
delivered or transported by the inporting distributor, either
froma point or to a point with the assi gned geographically
contiguous territory, to any person or persons, whether such
person or persons are licensed by this act or not licensed by
this act.

(3) Except for discontinuance of a brand or a valid
term nation for good cause, the purchaser of the assets of the
manuf acturer as defined in this act shall becone obligated to
all the territorial and brand designations of the agreenment in
effect on the date of purchase. Purchase of assets as defined
for the purposes of this act shall include, but not be limted
to, the sale of stock, sale of assets, nerger, |ease, transfer
or consolidation.

(4) The court of conmmon pleas of the county wherein the
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1 licensed premi ses of the inporting distributor or distributor

2 are located is hereby vested with jurisdiction and power to

3 enjoin the nodification, rescission, cancellation or termnation
4 of a franchise or agreenent between a nmanufacturer and an

5 inmporting distributor or distributor at the instance of such

6 inporting distributor or distributor who is or m ght be

7 adversely affected by such nodification, rescission,

8 <cancellation or termnation, and in granting an injunction the
9 court shall provide that no manufacturer shall supply the

10 custoners or territory of the inporting distributor or

11 distributor by servicing the territory or custoners through

12 other inporting distributors or distributors or any other neans
13 while the injunction is in effect: Provided, however, That any
14 injunction issued under this subsection shall require the

15 posting of sufficient bond agai nst damages arising from an

16 injunction inprovidently granted and a showi ng that the danger
17 of irrevocable | oss or damage is i medi ate and that during the
18 pendency of such injunction the inporting distributor or

19 distributor shall continue to service the accounts of the
20 manufacturer in good faith.
21 (5) The provisions of this subsection shall not apply to
22 [Pennsylvania] snmall manufacturers [whose principal place of
23 business is located in Pennsylvania] unless they name or
24 constitute a distributor or inporting distributor as a primary
25 or original supplier of their products subsequent to the
26 effective date of this act, or unless such [Pennsylvania] small
27 manufacturers have naned or constituted a distributor or
28 inporting distributor as a primary or original supplier of their
29 products prior to the effective date of this act, and which

30 status is continuing when this act becones effective.
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(e) In addition to the fees under section 614-A of the act
of April 9, 1929 (P.L.177, No.175), known as "The Adm nistrative
Code of 1929," the board shall assess a fee surcharge of ninety-
five dollars ($95.00) for a distributor's license and a fee
surcharge of four hundred seventy dollars ($470.00) for an
inmporting distributor's Iicense and a fee surcharge of seventy-
five dollars ($75.00) for brand registration. Mney collected
under this subsection shall be placed in a restricted account in
The State Stores Fund. The board may use the noney in this
account to inplenent section 216. In the event the provisions of
section 447(a)(2) and/or (c) are held invalid, then this
subsection shall be void and shall not apply.

(f) (1) Any malt or brewed beverage produced outside this
Commonweal th that is repackaged by a bailee for hire or
importing distributor on behalf of an out of State nmanufacturer
must be returned to the out of State manufacturer and cone to
rest out of State before it may reenter this Commonweal th. Such
repackaged nmalt or brewed beverages nmust be distributed through
the three-tier system Any malt or brewed beverage that is
repackaged by a bailee for hire or inporting distributor on
behal f of an in State manufacturer nust be returned to the in
State manufacturer and cone to rest at the in State
manufacturer's licensed facility.

(2) For purposes of this section, "repackage" shall nean any
change or alteration to the containers or container
configuration of a case.

Section 3. Section 431.1(d) of the act, added February 21,
2002 (P.L.103, No.10), is anended to read:

Section 431.1. Malt and Brewed Beverages Alternating

Brewers' Licenses.--* * *
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(d) Mt and brewed beverages nmanufactured under the
authority of an alternating brewer's |license nust be distributed
in this Cormmonweal th only through specific inporting
di stributors who shall first have been given distributor rights
for such products in designated geographical areas through the
di stribution systemrequired for [out-of-State] manufacturers
under section 431(b) as well as all other pertinent sections of
this act. The alternating brewer nust conply with section 444.

* x *

Section 4. Section 441(g) of the act, added Decenber 20,
1996 (P.L.1513, No.196), is anended to read:

Section 441. Distributors' and Inporting D stributors’
Restrictions on Sales, Storage, Etc.--* * *

(g) Al nmalt or brewed beverages purchased by an inporting
di stributor froma [Pennsylvani a] manufacturer of malt or brewed
beverages [or from any person | ocated outside this Conmonweal t h]
for resale shall be invoiced to the inporting distributor, shal
come physically into the possession of such inporting
di stributor and shall be unloaded into and distributed fromthe
| icensed prem ses of such inporting distributor. The board nmay
act to further define and control the storage and distribution
of malt or brewed beverages in conformty with this section and
this act.

Section 5. Section 446 of the act, anended June 30, 1992
(P.L.327, No.66), May 31, 1996 (P.L.312, No.49) and January 6,
2006 (P.L.1, No.1l), is anmended to read:

Section 446. Breweries.--Holders of a brewery |icense may:

(1) Sell malt or brewed beverages produced and owned by the
brewery on the |licensed prem ses under such conditions and

regul ations as the board may enforce, to individuals for
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consunption on the prem ses [and]. Additionally, a snal

manuf acturer may sell nmalt or brewed bever ages produced and

owned by the brewery on the |licensed pren ses under such

condi ti ons and requl ati ons as the board may enforce to hotel,

restaurant, club and public service liquor |icensees.

(2) Operate a restaurant or brewery pub on the |licensed
prem ses under such conditions and regul ations as the board may
enforce: Provided, however, That sal es on Sunday nmay be nade
irrespective of the volunme of food sales if the |licensed
prem ses are at a public venue |ocation. The hol der of a brewery
license may sell at its brewery pub prem ses Pennsyl vania w nes
it has purchased fromeither the holder of a Pennsyl vania
l[imted winery license or fromthe board: Provided, however,
That said wi nes nmust be consunmed at the |licensed brewery pub
prem ses.

(3) Use brewery storage and distribution facilities for the
pur pose of receiving, storing and distributing malt or brewed
beverages manufactured outside this Comonwealth if the
beverages are distributed in this Comonweal th only through
specific inporting distributors who shall have first been given
distributing rights for such products in designated geographi cal
areas through the distribution systemrequired for [out-of-
State] manufacturers under section 431(b) as well as all other
pertinent sections of this act. The manufacturer of the
beverages nmust conply with section 444.

(4) Apply for and hold a hotel liquor |license, a restaurant
liquor license or a nmalt and brewed beverages retail license to
sell for consunption at the restaurant or brewery pub on the
licensed brewery prem ses, liquor, wine and nalt or brewed

beverages regardl ess of the place of manufacture, under the sane
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conditions and regul ati ons as any other hotel liquor Iicense,
restaurant liquor |license or malt and brewed beverages retai
license, but nmust brew at | east two hundred fifty barrels per
year. Each hol der of a brewery license who receives a hotel
liquor license, a restaurant |iquor license or a malt or brewed
beverages retail license to operate a brew pub shall not sel
directly to any person |licensed by this act, except if any malt
or brewed beverage is to be distributed in this Comonweal th it
shall be only through specific inporting distributors who shal
have first been given distributing rights for such products in
desi gnat ed geographi cal areas through the distribution system
required for [out-of-State] manufacturers under section 431(b)
as well as all other pertinent sections of this act.

Section 6. The provisions of this act are severable. If any
provision of this act or its application to any person or
circunstance is held invalid, the invalidity shall not affect
ot her provisions or applications of this act which can be given
effect without the invalid provision or application.

Section 7. This act shall take effect Decenber 31, 2007.
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