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AMENDED IN SENATE JANUARY 10, 1996

AMENDED IN SENATE APRIL 24, 1995

SENATE BILL No. 632

Introduced by Senator Thompson

February 22, 1995

An act to amend Sections 24040 and 25503.28 of ���	��� ���	��
���� ���
�� ���� ���� $�� ���� ���$���#� ����	��� ���� ���
���� $�� the
Business and Professions Code, relating to alcoholic
beverages�� ���� �����"���� $��� %"����)� $��"����� $�� $���� �����$
�������$��).

LEGISLATIVE COUNSEL’S DIGEST

SB 632, as amended, M. Thompson. Alcoholic beverages
licenses:  tied-house restrictions ����$��� �������$)� ��� ����#.
���� ���������� �&�"���� ���$"��� ��$� #�$#� ��"$��  "����%"�#

��"� �  ����$���#� ��"� ���������� ��&�"���� �����#�#� �)� ����$��
 �"$��"#�� #� ���� "�!%�"�#� ����$���  �"$��"#�� #� $�� ����$���� �
"���#$�"� ��� �'��"#�� � ��$�"�#$#� �&�������� ��"� ��# ��$���� �)� $��
�� �"$���$� ��� ���������� �&�"���� ���$"���
���#� ����� '�%��� #�$� ��"$�� #�����"�  "����%"�#� ���

"�!%�"����$#� ��"� ����$��� �������$)� ��� ����#�� �#� # ��������� ���#
����� '�%��� ��#�� �������$�� ��"$���� "�#$"��$���#� % ��� $��� #�� �� ��
�(�#$���� #����$%"�� "�!%�"����$#� ��"� ���������� ��&�"���� �����#�
�  ����$���#� �)� ����$���  �"$��"#�� #�
���� ���������� �&�"���� ���$"��� ��$� ��#�� "�!%�"�#� $��$� ��

�  ����$���� ��"� ��� ���������� ��&�"���� �����#�� �)� �� ����$��
 �"$��"#�� � ���$���� $��� ����#� ��� ���� ��� #������ �)� $��� ����"��
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��������� ���� #� ���� �������� ��������� �"����� ���� ��� ����� ��
���� �������� ��� �������� ��� ���� �������� ������������
����� ���� "� ��� ��� ���� ����� ��� ������������ ���� ��� ���������

�!������ �������� #� �� �������� �������#� ������#� �������� #
���� ������� �������� ���� ������ ��� ���� ������� ���� ��������
���� �� ������� #� ���� ������� ��� ��� � �����$��� ��������� ���
���� "� ��� ��� ���� ����� ��� ������������ #� �� �������� �������#
������#� �������� #� ���� ��� ����� ��������� �������� ���
������ ��� ���� �������� ��� ���������� �������� ���� ��������
�"����� ���� ��� ����� ��� ���� !������ ���������� ��� ���� ������#
���� �� ������� #� ���� �������� ��� ��������� ��� ��� � �����$��
��������
���� ���������� 	�!������ 
������� ���� � �����$��� �� ���������

 ���� ����������� "���� �� ���������� ���� ���� ��� ��������� ��#
���������� �!������ �������� ��� �� ������������ "����� ������� �����
��� �"���� #� ���� ��������� ��� ���� ��� ���� ��� ���
����� ���� "� ��� � �����$�� �� ����������  ���� ����������� "���

���� ����� ���������� ���� ���� ��� ��������� ��#� ���������� �!�����
�������� ��� �� �������� �������#� ������#� "����� ������
���������� ��������� ��� ���� ���������� ��� ���� ��� ���� ��� ���� ����
���� "� ���� � ����� ��� �������� ����������� ���� �������� ����
��!������������ ���� ���������� ��� ���������� ����� ������#� ����� ��
���������� �!������ �������� ��� ������������ "���� ���� �"�������
��� ���� ��� ����� ��� ���� ���������� ���������� ��� �� �������
�������#� ������#� � ����� ��� �������� ���������� ��� ��������
��������� #� ����� ���� ��� ������������ ��� �� ������� ��� �������� "��
���� ���� ����� ���� ��� ����� ��� ���� ���������� ���������� ��� ����
������#� ��� ���� �����  ���� "����� ���� �������� "��� ��� ���
����� ���� "� ��� �������� ����� ��� ��� ��� ����� ������� ����������#

��� ���  �����#� ���� ����
The Alcoholic Beverage Control Act provides that each

license shall be issued to a specific person, and except licenses
authorizing the sale of alcoholic beverages on trains, boats, or
airplanes, for a specific location.

This bill would prohibit any person who holds a beer
manufacturer’s license for a specific location from holding an
on-sale license for the same or contiguous premises, unless the
licenses for the contiguous premises were issued prior to
January 1, 1996, and the licensed contiguous premises have



1
2
3
4
5
6
7

SB 632— 3 —

97

been in continuous operation since the issuance of the
licenses.

Existing provisions of the Alcoholic Beverage Control Act
known as ‘‘tied-house’’ restrictions generally prohibit an
on-sale alcoholic beverage licensee from having an ownership
interest in an alcoholic beverage manufacturer. Existing law
allows as an exception to those provisions a holder of no more
than 6 on-sale licenses to own a microbrewery, as specified.
Existing law limits the licensee to purchasing alcoholic
beverages for sale from a wholesale or winegrower licensee,
except for any alcoholic beverages manufactured by the
licensee at a single location contiguous or adjacent to the
licensee’s premises.

This bill would, instead, limit the on-sale licensee to
purchasing alcoholic beverages from a wholesale or
winegrower licensee, except for licensees who hold on-sale
and beer manufacturer’s licenses for contiguous premises that
were issued prior to January 1, 1996, and the licensed
contiguous premises have been in continuous operation since
the issuance of the licenses. The bill would also prohibit an
on-sale licensee who also has an ownership interest in a
licensed beer manufacturer from operating the on-sale
licensed premises and the beer manufacturing premises as
contiguous premises, unless the licenses for the contiguous
premises were issued prior to January 1, 1996, and the
contiguous premises have been in continuous operation since
the issuance of the licenses.

Vote: majority 	�
. Appropriation: no. Fiscal committee: no
,�'. State-mandated local program: no.

���� %�$%!�� $�� (��� �(�(�� $�� ��! �$&# �� �$� �#��(� �'� �$!!$+'

SECTION 1. Section 24040 of the Business and
�������� ��.���( $#� 	
����
�  '� ������ ($� (��� �)' #�''

�#�� �&$��'' $#'� �$���� ($� &���
	
����
�.���-�#,� ! " (��� ! �� ! (,� �$"%�#,� �$!� #�� �

! ��#'�� )#��&� (� '� � * ' $#� '��!!� "� #(� #� �� &��$&�� $��  ('
"�"��&'� �(� (��� %& #� %�!� $�� ��� $�� (��� �$"%�#,�  #
��! �$&# �� �#�� (��� &��$&�� $��  ('� "�"��&'� '��!!� ��� �*� !��!�
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% � %��� ��!�#%���%� � #� ��$!��%� ��� ���� � �!��*� $����
#�! #%� % � %��� ��!�#%���%� ��� (#�%���� ��*�  �� %��� � �� (���

���+�$$&�����  #� %#��$��#�  �� �����#$��!$� % � ��*� !�#$ �

(��#�� %��� �$$&�����  #� %#��$��#� #�$&�%$� ��� %��� !�#$ �
 (����� ��� !�#���%�  #� � #��  �� %��� ' %���� ��%�#�$%$�  �� %��
� �!��*�
���+��� %��� ����%��� �������%*� � �!��*� �$� �������� �*� �

������#�  #� ������#$�� ��*� ������� ��� %��� ������#�  #
������#$�  �� %��� � �!��*�
�	�+��� ��*�  �����#� ��$� ����� �!! ��%���� ��*� ������� ��

%���  �����#$�  �� %��� � �!��*�
���� #�! #%� $����� ��� ������ (�%�� %��� ��!�#%���%� (�%���� 	�

��*$� ��%�#� %��� �$$&�����  #� %#��$��#�  �� �����#$��!� ' %���
��%�#�$%$��  #� ��*� ������� ��� �����#$�� ������#$��  #
 �����#$�
���+��*� ����%��� �������%*� � �!��*� (�%���� %��� !&#'��(

 �� %��$� $��%� �� %��%� �$� #�"&�#��� &���#� %��� !# '�$� �$�  �� %��
����#��� ��� � �� ������$%#�%� �� ��%�  #� %��� ��%�#���
��'��&�� � ��� % � #�! #%� % � %��� ����#��� � '�#����%� %��
��� #��%� �� #�"&�#��� �*� %��$� $��%� �� ��*� $���� % � %��
��!�#%���%� �� � !*�  �� %��� #�! #%� �%� %��� $���� %���� �$� �%� �$
$��%� % � %��� ����#��� � '�#����%�� ���� %��� � !*�  �� %��
#�! #%� $��%� % � %��� ��!�#%���%� �*� %��� � �!��*� $����� ��
������� $&�������%� � �!������� (�%�� %��� !# '�$� �$�  �� %��$
$��%� ��
���+���� #�! #%���� #�"&�#����%$�  �� $&���'�$� �� ���

$����� � %� �!!�*� % � �� ����%��� �������%*� � �!��*� %��%� �$
#�"&�#��� �*� ��(� % � ����� !�#� ���� #�! #%$� (�%�� %��� ���&#�%��$
���� )������� � ���$$� ��
���+���� !�#$ ��  #� !�#$ �$� (� � �#�� #�"&�#��� % � $���� %��

�!!����%� �� $����� ��#%��*� % � %��� ��!�#%���%�  �� � #�$
!#�$�#����� �*� %��� ��!�#%���%� (��%��#�  #� � %� ��*
�����#�� ������#��  #�  �����#� � ��$� ���  (��#$��!� ��%�#�$%�
��#��%�*�  #� ����#��%�*�� ��� ��*� �����$�� (�%����  #� (�%� &%� %��$
$%�%�� % � ���&���%&#��� ��! #%�� ��$%#��&%��� #��%��*��  #� $���
��� � ���� ��'�#���$�� ���� ��!�#%���%� ��*� ���*� ��*
�!!����%� ��  #� $&$!����  #� #�' ��� ��*� �����$�� &���#� %��$
$��%� �� ��� %��� �'��%� ��*� �����#�� ������#��  #�  �����#
� ��$�  #� ��"&�#�$� ��*� !# ����%���  (��#$��!� ��%�#�$%�
��#��%�*�  #� ����#��%�*�� ��� ��*� �����$��� �&$���$$� ��� '� ��%� �
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%�� )��� )���2�%*(�� &'%+�(�%$(� %�� ���&)�'� �
� ��%##�$��$�
,�)�� ���)�%$� �

����

���0���� ��&�')#�$)� #�.� (*(&�$�� %'� '�+%!�� �$.
"���$(�� %�� �� "�#�)��� "����"�).� �%#&�$.� (*� ��)� )%� )��
&'%+�(�%$(� %�� )��(� (��)�%$� ,��'�� �%$��)�%$(� �-�()� �$
'�"�)�%$� )%� �$.� &�'(%$� �%"��$�� ��� &�'��$)� %'� #%'�� %�� )��
+%)�$�� �$)�'�()(� %�� )��� "�#�)��� "����"�).� �%#&�$.� ,����
,%*"�� �%$()�)*)�� �'%*$�(� �%'� ��(��&"�$�'.� ��)�%$� ����$()
)��� &�'(%$� ��� ��� %'� (��� ,�(� �� "���$(���

���0�$.� �$�� �""� �')��"�(� %�� %'��$�/�)�%$� �$�� %&�'�)�$�
��'��#�$)(� %�� �� "�#�)��� "����"�).� �%#&�$.� %'� ��')�����)�(
%'� �#�$�#�$)(� )��'�)%� (��""� ��� ��"��� ,�)�� )��
��&�')#�$)� �)� )��� )�#�� %�� ��"�$�� )��� �&&"���)�%$� �%'� )��
"���$(��� �$.� �$�� �""� �')��"�(� %�� %'��$�/�)�%$�� %&�'�)�$�
��'��#�$)(�� ��')�����)�(�� %'� �#�$�#�$)(� �-��*)��� ��)�'
)��� �((*�$��� %�� )��� "���$(�� (��""� ��� ��"��� ,�)�� )��
��&�')#�$)� ,�)��$� 	�� ��.(� ��)�'� �-��*)�%$�

����� ��1���)�%$� �	�
�� %�� )��� �*(�$�((� �$�� �'%��((�%$(
�%��� �(� �#�$���� )%� '���

23951. The application shall contain the following:
(a) The name of the applicant.
(b) In the case of a copartnership, the names of the

individual partners; provided, however, that in the case
of a limited partnership required to maintain a register in
California under Section 23405.1 or applying for a license
authorized under Section 23405.2 the application shall
contain ��$�'�"� &�')$�'(��&�� )��� $�#�(� %�� )��� �$��+��*�"
&�')$�'(�� �$� )��� ��(�� %�� �� "�#�)��� &�')$�'(��&� the names
of the general partners and )��� $�#�( of the limited
partners owning 10 percent or more of the capital or
profits of  such� )�� limited partnership.

(c) �$� )��� ��(�� %�� �� "�#�)��� "����"�).� �%#&�$.�� )��
$�#�(� %�� )��� #�#��'(� �$�� %�����'(�� ��� �$.�� �%,�+�'�� ��
)��� "�#�)��� "����"�).� �%#&�$.� ��(� �"��)��� )%� ��� #�$����
�.� �� #�$���'� %'� #�$���'(� &*'(*�$)� )%� ���)�%$� ���
�� %�
)��� �%'&%'�)�%$(� �%���� )��� $�#�(� %�� )��� #�$���'� %'
#�$���'(�� #�#��'(�� �$�� %�����'(�� ��� �$.�� %,$�$�� ��
&�'��$)� %'� #%'�� %�� )��� +%)�$�� '���)(� %�� )��� "�#�)��� "����"�).
�%#&�$.�
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���&In the case of a corporation, the ����!� ��� "��
principal officers and directors.

(d)
���&The location of the premises for which the license

is applied.
���� ��'���"���� ��	��� ��� "��� �#!���!!� ���� � ���!!���!

����� �!� �������� "��  ���

23953. ���&The application shall be signed by the

applicant. In
���&�� the case of a ���� �� partnership� the

application shall be signed by each of the partners, and for
the purposes of this division such "�� partners shall be
deemed the applicant for any such license and the
licensees under any license issued pursuant to such "��"
application; provided, however, that in�

���&�� the case of a limited partnership which is
required by law to file periodic reports with the Securities
and Exchange Commission, the application for any
license other than a retail license shall be signed by each
of the general partners, and for purposes of this division
such general partners shall be deemed to be the applicant
for any such license and the licensees under any license
issued pursuant to said application; and provided, further
that, in�� �� the case of a ��$� �"��  limited partnership
which is applying for a license authorized under Section
23405.2, the application for such "�� license shall be
signed by each of the general partners and by each
limited partner who owns 10 percent or more of the
capital or profits of such� "�� limited partnership. In

���&��� "��� ��!�� ��� �� ����"��� �������"$� ������$� "��"� ��!
����"��� "�� ��� �������� �$� �"!� ����� !�� "��� �������"���
!����� ��� !������ �$� ����� ����� � � � �$� ��� ������ 
�#"�� �%��� �$� "��� � "����!� ��� � ����%�"���� � � "��� ��� �"���
��#�����"� "�� ����� "��� ������$�� ��� "��� ��!�� ��� �� ����"��
�������"$� ������$� "��"� ��!� ����"��� "�� ��� �������� �$� �
������ � � � ������ !�� "��� �������"���� !����� ��� !������ �$
"��� ������ � � � ������ !� � � �$� ��� ������ � �#"�� �%��� �$
"��� � "����!� ��� � ����%�"���� � � "��� ��� �"���� ��#�����"
"�� ����� "��� ������$�
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���&�� the case of a corporation� the application shall be
signed by an officer and under the seal of the corporation.

����� 
�'���"���� �
���� ��� "��� #!���!!� ���� � ���!!���!
����� �!� �������� "��  ����

24071. The license of one spouse may be transferred
to the other spouse when the application for transfer is
made prior to the entry of a final decree of divorce, and
the license of a decedent, minor ward, incompetent
person, conservatee, bankrupt person, person for whose
estate a receiver is appointed, or assignor for the benefit
of creditors may be transferred by or to the surviving
partners of a deceased licensee, the executor,
administrator, conservator or guardian of an estate of a
licensee, the surviving spouse of a deceased licensee in
the event that the deceased licensee leaves no estate to
be administered, the trustee of a bankrupt estate of a
licensee, a receiver of the estate of a licensee, or an
assignee for the benefit of creditors of a licensee with the
consent of the assignor, or a license may be transferred by
or to a receiver appointed for a judgment debtor as
provided by Section 708.630 of the Code of Civil
Procedure, or a license may be transferred to a revocable
living trust when the licensee is also the trustee, or a
license may be transferred between partners where no
new partner is being licensed, or a license may be
transferred between corporations whose outstanding
shares of stock are owned by the same natural persons, or
a licensee may transfer upon compliance with Section
24073 any license to a corporation whose entire stock is
owned by the licensee, or his or her spouse, � � �� �����!��
��%� " ��!�� � #���� ����������� $�"�� ���"���� �
��	� ��%
�����!�� "�� �� ����"��� �������"%� ������%� $��!�� ��"� �
����� !���� ���!�!"!� ��� "��� �����!���� � � ��!� � � �� � !��#!��
or a license may be transferred from a corporation to a
person who owns, or whose spouse owns, the entire stock
of the corporation, and the fee for transfer of each license
is fifty dollars ($50). The regular transfer fee provided in
Section 24072 shall be due and payable upon the
subsequent transfer of 25 percent of the stock in a
corporation to which a license has been transferred by a
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licensee or his or her spouse pursuant to this section,
except if the transfer of stock is from a parent to his or her
child or grandchild, in which case the fee shall be one-half
of the regular transfer fee. In no case shall a fee be
charged for the transfer of an importer’s license. All
money collected from the fees provided for in this section
shall be deposited in the Alcohol Beverage Control Fund
as provided in Section 25761.
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24040. (a) Each license shall be issued to a specific
person and, except in the case of licenses authorizing the
sale of alcoholic beverages on trains or boats, or the
service of alcoholic beverages on airplanes, shall be issued
for a specific location, the principal address of which shall
be indicated on the license. Except as provided in Section
24044, any license issued for a specific location shall be
placed in use at that location within 30 days of the date of
issuance.

(b) Notwithstanding any other provision of this
division, any person who holds a beer manufacturer’s
license for a specific location shall not also hold an on-sale
license for the same or contiguous premises, unless the
licenses for contiguous premises were issued prior to
January 1, 1996, and the licensed contiguous premises
have been in continuous operation since the issuance of
the licenses.

SEC. 2. Section 25503.28 of the Business and
Professions Code, as amended by Section 9 of Chapter
1028 of the Statutes of 1994, is amended to read:

25503.28. (a) Notwithstanding any other provision of
this division, the holder of no more than six on-sale
licenses, or any officer, director, employee, or agent of
that licensee, or the holder of no more than one on-sale
license and one off-sale general license in a county of the
39th class only, or any officer, director, employee, or
agent of that licensee, may own a licensed beer
manufacturer holding a license pursuant to paragraph
(a) of subdivision (1) of Section 23320, and may serve on
the board of directors and as an officer or employee of a
licensed beer manufacturer.

(b) An on-sale licensee specified in subdivision (a)
shall purchase no alcoholic beverages for sale in this state
other than from a wholesale or winegrower licensee,
except for licensees who hold on-sale and beer
manufacturer’s licenses for contiguous premises that
were issued prior to January 1, 1996, and the licensed
contiguous premises have been in continuous operation
since the issuance of the licenses.
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(c) Notwithstanding any other provision of this
division, the holder of an on-sale license who also has an
ownership interest in a licensed beer manufacturer
pursuant to subdivision (a) shall not operate the on-sale
licensed premises and the beer manufacturing premises
as contiguous premises, unless the licenses for the
contiguous premises were issued prior to January 1, 1996,
and the licensed contiguous premises have been in
continuous operation since the issuance of the licenses.

(d) The Legislature finds that it is necessary and
proper to require a separation between manufacturing
interests, wholesale interests, and retail interests in the
production and distribution of alcoholic beverages in
order to prevent suppliers from dominating local markets
through vertical integration and to prevent excessive
sales of alcoholic beverages produced by overly
aggressive marketing techniques. The Legislature
further finds that the exception established by this section
to the general prohibition against tied interests must be
limited to its expressed terms so as not to undermine the
general prohibition, and intends that this section be
construed accordingly.

(e) This section shall remain in effect only until
January 1, 1998, and as of that date is repealed.

SEC. 3. Section 25503.28 of the Business and
Professions Code, as amended by Section 10 of Chapter
1028 of the Statutes of 1994, is amended to read:

25503.28. (a) Notwithstanding any other provision of
this division, the holder of no more than six on-sale
licenses, or any officer, director, employee, or agent of
that licensee, may own a licensed beer manufacturer
holding a license pursuant to paragraph (a) of subdivision
(1) of Section 23320, and may serve on the board of
directors and as an officer or employee of a licensed beer
manufacturer.

(b) An on-sale licensee specified in subdivision (a)
shall purchase no alcoholic beverages for sale in this state
other than from a wholesale or winegrower licensee,
except for licensees who hold on-sale and beer
manufacturer’s licenses for contiguous premises that
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were issued prior to January 1, 1996, and the licensed
contiguous premises have been in continuous operation
since the issuance of the licenses.

(c) Notwithstanding any other provision of this
division, the holder of an on-sale license who has an
ownership interest in a licensed beer manufacturer
pursuant to subdivision (a) shall not operate the on-sale
licensed premises and the beer manufacturing premises
as contiguous premises, unless the licenses for the
contiguous premises were issued prior to January 1, 1996,
and the licensed contiguous premises have been in
continuous operation since the issuance of the licenses.

(d) The Legislature finds that it is necessary and
proper to require a separation between manufacturing
interests, wholesale interests, and retail interests in the
production and distribution of alcoholic beverages in
order to prevent suppliers from dominating local markets
through vertical integration and to prevent excessive
sales of alcoholic beverages produced by overly
aggressive marketing techniques. The Legislature
further finds that the exception established by this section
to the general prohibition against tied interests must be
limited to its expressed terms so as not to undermine the
general prohibition, and intends that this section be
construed accordingly.

(e) This section shall become operative on January 1,
1998. 
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