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Urgency:  No	State Mandated Local Program:  Yes	Reimbursable:  No
SUMMARY:
This bill requires, beginning January 1, 2026, a retailer licensee to pay a wholesaler licensee for the delivery of beer, wine, or distilled spirits via electronic funds transfer (EFT).
Specifically, this bill:
1) Describes how an EFT payment must occur between licensees so a wholesaler licensee maintains control of their ability to receive payment for delivery.  For example, a wholesaler licensee must be solely responsible for selecting the third-party payment processor used to facilitate an EFT and initiate the withdrawal of funds from the retailer licensee’s account.
2) Requires the EFT to occur with 30 days of the date of delivery.
3) Authorizes payment via cash, check, or money order in only these instances: (a) if accepting payment following an EFT of insufficient funds, (b) if the retailer licensee holds an interim operating permit or temporary permit, (c) during temporary service interruption of the third-party payment processor, or (d) during the first 30 days after issuance of the retailer’s license.
4) Revises the requirement for a manufacturer or wholesaler licensee that has not received timely payment in full from a retailer licensee to make subsequent sales in cash or payment in advance of delivery, repealing the reference to cash sales prior to the effective date of the EFT mandate.
FISCAL EFFECT:
Likely minor and absorbable education and enforcement costs to the Department of Alcoholic Beverage Control (ABC), which oversees the activity of licensees under the Alcoholic Beverage Control Act.
However, this committee sees a wide array of bills that propose to modify the scope of alcohol laws.  Generally, the majority of proposals do not generate significant new enforcement workload for ABC, but taken together, these proposals could lead to significant new costs and future budget requests.
COMMENTS:
1) Purpose.  According to the author:
AB 2991 addresses the issues of safety, inefficiency, and financial security by proposing the exclusive use of EFT for payments between alcohol distributors and retailers.  This change eliminates the need for drivers to carry cash, thus reducing safety risks.  It streamlines the delivery process by removing the requirement for physical payment collection at delivery points, which in turn saves time and improves operational efficiency.
This bill is sponsored by the California Family Beer Distributors and supported by the California Teamsters Public Affairs Council.
2) Background.
Tied-house Law.  California’s tied-house law prevents the vertical integration of the alcohol industry by keeping the manufacturer, wholesaler, and retailer separated.  Generally, one type of license holder is not permitted to do business as another type of licensee, and licensees are prohibited from directly or indirectly giving away any “thing of value,” such as free goods, advertising, or credit, in connection with the sale or distribution of an alcoholic beverage.  
Mandating EFT Payments.  The regulatory concern with providing credit stems from pre-Prohibition brewers and distillers using credit and consignment sale techniques to induce saloon owners to carry their brand of beer and spirits over competitors.  Thus, while state law does not outright prohibit credit, a manufacturer or wholesaler may extend credit to a retailer for only 30 days.  Existing regulations allow alcohol transactions to be paid via various methods, including cash or credit, subject to the payment being made within 30 days of delivery.  
This bill requires, beginning January 1, 2026, a retailer licensee to pay a wholesaler licensee via EFT within 30 days of an alcohol delivery.  This bill’s sponsor notes that many of the thousands of retail licensees across the state already utilize EFT payments.  To the extent some retail licensees may not be accustomed to using EFT, this bill delays the EFT requirement for one year to allow time for education efforts and continues to allow payment via other methods if there is an EFT of insufficient funds.  Although it is unusual to mandate a payment method between two private parties in statute, the sponsor notes that the alcohol industry is unique, as evidenced by the history of tied-house law, and that other states are beginning to adopt the model after Michigan recently became the first state to require EFT as the method of payment for beer, wine, and mixed spirit purchases made by a retailer licensee.
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