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SUBJECT: Brewpub-restaurant licenses: exchange for bona fide public eating
place license

DIGEST: This bill authorizes any personthat has a brewpub-restaurant license
to exchange that license for a bona fide public eating place license subject to the
approval of the Department of Alcoholic Beverage Control (ABC).

ANALYSIS:
Existing law:

1) Establishes the Department of ABC and grants it exclusive authority to
administer the provisions of the ABC Act in accordance with laws enacted by
the Legislature. This involves licensing individuals and businesses associated
with the manufacture, importation, and sale of alcoholic beverages in this state
and the collection of license fees.

2) Authorizes the issuance of a brewpub-restaurant license, also known as a Type
75 license, as a form of an on-sale retail license, to persons or entities who
manufacture no less than 100 barrels and not more than 5,000 barrels of beer
annually onthe licensed premises, subject to specific conditions.

3) Authorizes the issuance of an on-sale general eating-place license, or Type 47
license, which authorizes the consumption of beer, wine, and distilled spirits for
consumption on the licensed premise. The licensee is required to operate and
maintain the license premises as a bona fide eating place, which must include
suitable kitchen facilities.

4) Authorizes a personwho has an on-sale license issued for a bona fide public
eating place, typically a restaurant, to exchange their license fora public
premises license, typically a bar. Any personwho has a license issued for a
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public premise is similarly allowed to exchange their license for a license for an
on-sale bona fide public eating place license.

5) Authorizes a personwho has any on-sale general license to exchange his or her
license for a special on-sale general license and any person who has a special
on-sale general license to exchange his or her license for an on-sale general
license.

6) Requires a brewpub-restaurant licensee to offer for sale beer brewed by the
licensee to consumers for consumption on the premise or off-premises in a bona
fide manner.

7) Defines a “bona fide public eating place” to mean a place which is regularly
and in a bona fide manner used and kept open for the serving of meals and
which has suitable kitchen facilities connected therewith. The facility must
contain conveniences for cooking and assortment of foods, which may be
required for ordinary meals, the kitchen of which must be kept in sanitary
condition with the properamount of refrigeration for the keeping of food on
said premise and must comply with all the regulations of the local department
of health.

This bill:

1) Authorizes any person that has a brewpub-restaurant license to exchange that
license for a bona fide public eating place license subject to the approval of the
Department of ABC.

2) Provides that the exchange may be made at any time upon the approval of the
department.

3) Establishes an exchange fee of $100. The fee may be adjusted by the
department pursuant to current law.

Background

Purpose of the bill. According to the author’s office, “over the years, the brewpub-
restaurant license has resulted in confusion and frustration among many in the
alcohol industry because of the belief that some owners of the license are simply
brewing the minimum amount of beer in order to obtain an alcohol restaurant
license. As a result, in 2018 Governor Brown signed SB 1283 which ensured that
moving forward a holder of a brewpub-restaurant license would not be used to
simply openup a restaurant without having an interest in brewing beer.



SB 298 (Dodd) Page 3 0f 6

Unfortunately, there’s still a number of brewpub-restaurant licensees that obtained
their license prior to the changes made by SB 1283 that have no interest in brewing
beer.”

The author’s office further states that, “having these licensees operate under a
brewpub-restaurant license rather than an alcohol restaurant makes little sense. Not
only are these business owners required to waste valuable time and resources but
the Department of ABC is also wasting limited resources ensuring that these
licensees remain complaint. SB 298 allows the holder of a brewpub-restaurant
license the opportunity to exchange their license for an alcohol restaurant license.
This would allow these businesses, who have invested heavily in our communities,
the ability to finally operate under the appropriate license and continue to provide
jobs during these tough economic times.”

Brewpub-restaurant license. The brewpub-restaurant license, also known as a
Type 75 license, authorizes the sale of beer, wine, and distilled spirits for
consumption at a bona fide eating-place, in essence requiring the facility to be a
restaurant. The licensee is required to produce no less than 100 barrels (a barrel
contains 31gallons) of beer, but is restricted to a maximum of 5,000 barrels of beer
per year.

In 2018, SB 1283 (Bradford, Chapter 736, Statutes of 2018) made several changes
to the brewpub-restaurant license after concerns were raised by some in the alcohol
industry as well as regulators that some Type 75 licensees were using loopholes in
the license to, in essence, obtain privileges of a Type 47 license, without fulfilling
the intended requirements of a Type 75 license.

As such, SB 1283 made a number of changes to the Type 75 license to provide the
Department of ABC with the adequate tools needed to enforce state law and ensure
that the license was not being used simply for the privilege of operating a
restaurant. Specifically, SB 1283 specified that the current limitations that limit
the number of licensed premises to one per 2,000 residents shall apply to a
brewpub-restaurant license. This meant that moving forward, brewpub-restaurant
licenses would not be used as a loophole to circumvent state law.

Additionally, the bill required that the beer produced by the licensee be offered to
consumers in a bona fide manner after concerns were raised that some licensees
were simply throwing their productdown the drain. There are currently 151
brewpub-restaurant licenses in California. This includes 22 in Napa County, 21 in
the County of San Francisco and 19 in Sonoma County.

Type 47 alcohol license. An on-sale general eating-place license, or Type 47
license, authorizes the consumption of beer, wine, and distilled spirits for
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consumption on the licensed premise. The licensee is required to operate and
maintain the licensed premises as a bona fide eating place, which must include
suitable kitchen facilities. The licensee must make actual and substantial sales of
meals for consumption on the premises. Generally, this means that the business
must generate at least 51% of all gross sales from food. As such, a Type 47 license
is one of the most common types of liquor licenses for restaurants in California.

Existing law provides for a limitation on the number of new on-sale general
licenses that may be issued in a given year by the Department of ABC based on the
population growth of the county in which the licensed premises are located. The
ratio is one on-sale general license for each 2,000 residents. Forexample, if a
county grows by 10,000 people in a given year, the Department ABC will issue
five new licenses in that county.

If the Department of ABC receives more applications than there are licenses
available, a public drawing is held. To participate in such a drawing, an applicant
must have been a resident of California for at least 90 days prior to the date of the
scheduled drawing. Successfuldrawing participants are notified that they have 90
days to complete a formal application for their specific premises. The costof these
licenses is currently $15,835.

Individuals seeking to open a full-service restaurant with a bar or cocktail menu
who fail to obtain a liquor license through this process typically must locate an
existing licensed owner willing to sell their license. Usually, that is done by
contacting a liquor license broker. The costof obtaining a license on the secondary
market is driven by supply and demand and can reach upwards of $400,000 in
certain counties.

Author amendments. The author has agreed to take the following amendments in
committee to, among other things, require licensees to pay the same price as any
applicant applying for a Type 47 license. Additionally, the amendments would
prohibit licensees from selling their newly acquired Type 47 licenses for an
amount greater than the original purchase price.

1) Specify that only those licensees who had a brewpub-restaurant license as of
December 31, 2019 are eligible to exchange that license for a Type 47
license.

2) Require brewpub-restaurant licensees to pay the same fee as a new
permanent license for an on-sale general eating place license. The current
application fee is $15,835.

3) Specify that a license issued under this bill shall not be sold or transferred
for a price greater than the original fee paid by the seller or transferor.
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4) Authorize the department to designate licenses issued pursuant to this
section as on-sale general for special use.

5) Provides that on-sale general licenses for special use issued pursuant to this
section shall be excluded from the count of on-sale general licenses in
determining the availability of additional on-sale general licenses.

6) Provides that this authorization expires on December 31, 2023.

Prior/Related Legislation

SB 21 (Dodd, Chapter 362, Statutes of 2019) lowered the required minimum
brewing productionof a brewpub-restaurant licensee from 200 barrels per year to
100 barrels per year.

AB 2459 (Bigelow, Chapter 53, Statutes of 2020 ) authorized the Department of
ABC to issue up to 10 additional new original on-sale general licenses in Mariposa
County and up to 10 additional new original on-sale general licenses per year in
Napa County for a period of five years.

SB 352 (Dodd, 2019) would have authorized the Department of ABC, in counties
that have reached its limit of on-sale general licenses, to issue up to 10 additional
new original on-sale general licenses for bona fide eating places following the year
the limit is reached. (Held in the Assembly Appropriations Committee Suspense
File)

SB 1283 (Bradford, Chapter 736, Statutes of 2018) authorized a brewpub-
restaurant licensee to label, bottle package, or refill any container with beer
produced on their licensed premises and to sell that beer for consumption off the

premises. Additionally, the bill increased the minimum brewing production from
100 barrels of beer annually to 200 barrels of beer annually.

FISCALEFFECT: Appropriation: No Fiscal Com.. Yes Local: No

SUPPORT:
None received
OPPOSITION:

Alcohol Justice
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ARGUMENTS IN OPPOSITION: According to Alcohol Justice, “when
brewpub licenses were created the regulatory bar was lowered and the result as
reported by ABC was flagrant violation by a majority of the Type 75 licensees
investigated. They were not making the beer they were required to make yet
profited by having the equivalent of a full-service liquor license for a fraction of
the normal costs. This bill does nothing but make that illegal operation legal by
removing the requirement to producebeer for a simple $100 dollar fee.”



