lowa ALcoHOLIC BEVERAGES COMMISSION

September 9, 2009
Templeton Rye Distillery
209 East 3" Street
Templeton, A

Members Present in the Council Chambers:

Jim Clayton
Rick Hunsaker
Greg Nashleanas
Mary Hunter

Guests Present: Keith Kerkhoff — Templeton Rye Distillery
LeRoy Dammann — Western Iowa Tourism Region Board
Freda Dammann — Western Iowa Tourism Region Board
Kevin Boersma — Templeton Rye Spirits, LLC
David Coy — Raccoon River Brewing
Jeff Quint — Cedar Ridge Vineyards
Scott Bush — Templeton Rye Distillery
Eric Sorensen — Rock Bottom Restaurant & Brewery
Jim Gossett — Carroll Area Development Corporation
Shirley Phillips — STED, WITR, TFI, WIAD
Michele Walker — Travel Federation of lowa
Rod Roberts — State Representative
Jason Wolsmith — Templeton Rye Distillery
Carolyn Frazier — Cedar Ridge Vineyards
Luke French — Cedar Ridge Vineyards
Eugene Meiners — TADC
Larry Sporrer — TADC
Bill Piebeck — Templeton Area Development Corporation
Joe Behrens — Region XII / T.C.B.A
Meryl Kerkhoff — Templeton Rye Distillery

Staff Present: Lynn Walding
Judy Seib
Tonya Dusold
John Lundquist
Shannon Hagge




Call to Order.

Chairperson Rick Hunsaker called the meeting to order at 2:20 PM, with a quorum present.

Minutes of Previous Meeting (Available on the website).
Minutes from the August 27, 2009, Commission Meeting were approved unanimously.
Introduction of Commission/Attendees

Administrator Lynn Walding asked commission members and attendees to introduce themselves.
Staff members attending from the Iowa Alcoholic Beverages Division were also identified.

Old Business
None at this time.
Commencement of Forums

Scott Bush, an owner of Templeton Rye, began the meeting with a tour of the facility and an
explanation of the distilling process. The meeting was called to order at 2:20 P.M. by
Commissioner Hunsaker in the storage room of the facility.

Administrator Lynn Walding provided an historical overview of Iowa’s alcoholic beverages industry.
Iowa’s alcoholic beverages laws, which date back to prohibition, have served the State well. Mr.
Walding pointed out that the meeting was the second in a series of four scheduled forums. The next
meeting will take place at either the Cedar Ridge Distillery in Cedar Rapids or at the Distillery’s

newly constructed site, if completed.

Commissioner Rick Hunsaker summarized the purpose of the forums. Administrator Walding then
provided a brief synopsis of the statute governing craft distilleries in the state of Washington. Mr.
Walding emphasized that liquor distilled by a craft distiller in Washington, is trafficked through the

State’s three-tier distribution system.

Attorney General John Lundquist pointed that, due to the Granholm Decision, certain provisions of
Iowa Code Chapter 123 are likely unconstitutional. Mr. Lundquist cited the native wine statute as
an example. Administrator Walding responded that the Division does not want to implement more
unconstitutional statutes; the wine laws were implemented before the Granholm case was decided.

Mr. Walding suggested that liquor produced by Iowa distilleries be distributed though the Division’s
warchouse. The distilleries would sell the product to the Division and then buy it back for onsite
sales and samples. Administrator Walding stressed that the product needs to come though the
Ankeny facility, so that refund and sample stickers can be propetly affixed to the liquor bottles and
the 50 percent mark-up applied. Once that process is completed, the liquor would then be delivered
back to the distillery. Mr. Walding further explained that, the Washington statute does not provide

tax advantages to craft distillers; the same tax is levied for in-state and out-of-state sales.




Jeff Quint, owner Cedar Ridge Vineyards, stated that it would not be difficult to bring the product

to Ankeny and ship it back to the distillery; however, it is not environmentally sound to do so.

Scott Bush expressed concern that the Washington statute considers gallons produced by the
distillery. Mr. Bush stated that Templeton Rye should be defined and classified as a craft distiller
despite the number of gallons produced at the distillery. Mr. Bush proposed that the Iowa
distilleries pay a smaller tax than out-of-state distillers. Commissioner Hunsaker stated that the
Washington model is just one of the possibilities being considered at this time.

Commissioner Nashleanas asked Mr. Bush what constitutes a tax break and why the need for a tax

differential. Mr. Bush responded that Templeton Rye would like to have a regular staff on hand to
accommodate tours. The tax savings would provide necessary funds to pay for additional staffing.

Eugene Meiners and Larry Sporrer from the TADC explained that the land, on which Templeton
Rye Distilery is located, was purchased in [

) that

PM,




