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Chairman Cutrona, Vice Chairman Romanchuk, Ranking Member Craig, and Members of the
Committee, my name is Jacob Evans, and | represent the Wholesale Beer and Wine Association of
Ohio. Thank you for the opportunity to speak before you today.

On behalf of Ohio’s independent, family-owned alcohol beverage distributors and their roughly 5,000
employees, we appreciate your time and consideration of Senate Bill 23.

Ohio’s Alcohol Beverage Franchise Act, enacted in 1974 and amended by five General Assemblies
since, was designed to govern the contractual relationship between a wholesale beer distributor and a
beer supplier. The law outlines specific circumstances in which immediate termination is permitted and
leaves other situations—known as “just cause” —to the contracting parties. We believe the law, in its
current form, has served the industry and consumers well. Today, Ohio is home to roughly 425 craft
brewers, a number that has grown nearly tenfold since 2012.

The Alcohol Beverage Franchise Law is a major reason craft brewers are able to work successfully with
distributors. It allows distributors to make independent business decisions without fear of retaliation
from suppliers, including termination for choosing to work with another brewer. Craft beer is on our
members’ trucks because wholesalers can add new brands without fear of reprisal.

It is important to understand that this is not a typical service contract. A wholesaler purchases the beer
outright and is responsible for selling it—along with covering the additional costs of warehousing,
refrigeration, trucks, sales staff, marketing, and more. By contrast, service contracts for Wi-Fi,
accounting, or maintenance do not require the provider to purchase anything from the craft brewer.
Likewise, a malt supplier does not pay the brewer to provide ingredients. This is not “just a service
contract,” and it requires a different approach. Ohio also allows self-distribution, meaning a craft
brewer is not required to contract with a distributor at all.

As written, Senate Bill 23 would exempt all craft brewers from the franchise law. In Ohio, 100% of craft
brewers holding an Alc permit produce under 250,000 barrels. Nationally, 99.3% of brewers fall under
that threshold. The bill would also exempt all wineries. In effect, nearly every wholesaler in the state
would be placed at risk, and only about 25 alcohol manufacturers worldwide would remain subject to
Ohio’s franchise law.As a point of reference, 250,000 barrels means 7.75 MILLION gallons of beer or 3.4
MILLION cases of beer (24 12 oz cans or bottles).



We believe a practical understanding of the marketplace and the negative impact Senate Bill 23 will
have on the market is critical.

1. Distributors don’t merely provide a service; they buy the beer and take the risk — At the
beginning of the relationship, the agreement overwhelmingly favors the craft brewer, as the
distributor incurs most of the initial costs. These include sales teams, trucks, and often the
initial marketing investment needed to bring a new brand to market. Allowing a brewer to leave
a contract at any time prevents the distributor from recouping its investment, let alone earning
a return.

One side cannot reasonably be expected to make the investment while the other side can
walk away at any time. And just as importantly: If there’s no path to return on investment,
there will be no investment.

2. This doesn’t help small brewers—it makes distributors less willing to take a chance on them —
it would make distributors less willing to take a chance on them. If a brewer can terminate a
contract at any time, distributors will hesitate to take on new brands or make the initial
investments required to grow them. They will also be less likely to invest in brands that are
unpredictable or not committed to a long-term partnership. Ultimately, distributors will curtail
or eliminate investments in brands that are not franchise-protected, limiting opportunities for
new and emerging brewers.

No stability means no investment—and no investment means fewer opportunities for craft
brewers. If distributors can’t count on staying in the relationship, they simply won’t make the
investment—especially in small and emerging brands.

3. Contracts only work if both sides are bound by them — statements such as “we just want fair,
enforceable contracts” overlook the fact that these contracts already are fair and enforceable.
Craft brewers often present the contract themselves; in other cases, the distributor does. Either
way, both parties negotiate terms for just-cause termination, and the agreements are
enforceable by either side. Senate Bill 23 would allow a craft brewer to walk away from a legally
binding contract without providing any legal justification.

What is being requested is not fairness—it is the ability to walk away from a contract without
consequence.

4. There is no incentive to harm a product you’ve already paid for — There is no incentive for a
distributor to harm a product it has already purchased. The suggestion that a distributor would
“tank” a brand during a legal dispute ignores basic economics. A distributor would be
simultaneously funding a lawsuit, buying beer, not selling it, and almost certainly losing the case
—an irrational business decision

No business funds a lawsuit, buys inventory, and then chooses not to sell it.



5. Predictability is what keeps borrowing costs low—this bill removes that predictability —
Predictability keeps borrowing costs low. All alcohol products in a distributor’s warehouse are
paid for in cash, often through revolving lines of credit with interest rates tied to business
stability. Allowing part of a distributor’s business to walk away at any time undermines that
predictability and could increase borrowing costs significantly.

6. “Just Cause” is flexible — and it works — Parties are free to negotiate what constitutes just
cause, including sales goals, key account placements, or marketing commitments. Courts have
consistently evaluated just cause based on reasonable business decisions, not solely on
contract language. In Excello Wine Co. v. Monsieur Henri Wines, the court found just cause
based on late payments, antagonistic behavior, and conflicting business philosophies—none of
which were explicitly negotiated terms.

What courts have not allowed or would not allow is termination without a legitimate
business reason.

7. The marketplace is already working — without rewriting the law — over the last 12 years, at
least 127 craft breweries have terminated their distributor relationships without going to court.
Many have done so multiple times.

Since 2012, the number of craft breweries in OHIO alone has grown almost tenfold (from @42
to around 425 today). However, the rate of alcohol consumption has NOT increased. Thus, you
now have an additional 400 craft breweries fighting for roughly the same “share of throat.” The
pie remains the same size but you have ten times as many breweries fighting for that share.
Ohio craft beer sales outperform the national average in terms of dollars, share of market and
continue to be over-indexed in terms of shelf space in retail accounts.

This bill does not solve that reality—it simply shifts the risk onto one side of the industry.

8. For some distributors, this puts their entire business at risk overnight: This proposed change is
a foundational shift in the brewer / distributor relationship. Distributors without large national
brands such as Anheuser-Busch or MillerCoors could see their entire supplier base exempted
from the franchise law. Even for larger distributors, craft beer may represent a significant
portion of their business—nearly 30% for at least one major Ohio distributor.

Conclusion - SB 23 doesn’t create fairness—it removes accountability

The Alcohol Beverage Franchise Law is a major reason craft brewers, and wineries, can partner
successfully with distributors. It protects distributors from retaliation for independent business
decisions and ensures stable, long-term relationships that benefit both sides. The proposed changes
would dramatically and unfairly alter these relationships. Ohio’s Alcohol Beverage Franchise law is a
fundamental underpinning of our regulatory system and has proven to be helpful in bringing choice to
consumers and opportunities to small businesses.

On behalf of the members of the Wholesale Beer and Wine Association of Ohio, thank you for listening
to our concerns. | would be more than happy to try to answer any questions you may have at this time.



