DEPARTMENT OF REVENUE
Division of Liquor Enforcement
LIQUOR CODE

1 CCR 203-2

Regulation 47-316 . Advertising Practices
A. Consumer Advertising Specialties

1. “Consumer advertising specialties” shall mean those items designed to advertise or promote a
specific alcohol beverage brand or supplier, that have a utilitarian function to the
consumer in addition to product promotion and that are intended and designed to be
carried away by the consumer. Consumer advertising specialties shall include: t-shirts,
caps, visors, bottle or can openers, cork screws, printed recipes, pencils, pens, pins,
buttons, matches, computer flash and jump drives (not to exceed 8 GB), computer mouse
pads, shopping bags, key chains, paper or plastic cups, and similar items of negligible
value, as approved by the Liquor Enforcement Division. For purposes of this regulation,
glassware and plates do not qualify as consumer advertising specialties.

2. Suppliers may provide consumer advertising specialties free of charge to a licensed retaliler,
so long as they contain an advertising message that promotes the supplier or their
products, and do not contain any information, markings, or logos that are specific to a
retailer.

3. Consumer advertising specialties that contain any information, markings, or logos specific to a
licensed retailer may not be provided free of charge, but must be purchased by a retailer
at a minimum of the supplier’s cost.

4. Suppliers must have available for inspection those customary business records that verify
these transactions, in accordance with 12-47-701, C.R.S., and for the time frame
specified in Regulation 47-700.

B. Point-of-Sale Advertising

1. “Point-of-sale advertising” shall mean alcohol beverage brand-specific or supplier-specific
promotional materials, within a retailer’s licensed premises. Such items may also include
a retailer's name and address.

2. Suppliers may provide the following point-of-sale advertising materials to licensed retailers
free of charge for use within retail premises: display decorations of negligible value, table
tents, table tent holders, case cards, serving trays, condiment trays, bar utensil caddies,
stir rods, strainers, presses, check and credit card holders, shakers, pitchers, table mats,
bar mats, alcohol beverage lists or menus, menu cards, menu holders, calendars,
napkins, napkin holders, coasters, stir sticks, and similar items of negligible value, as
approved by the Liquor Enforcement Division.

3. A supplier may advertise, within retail premises, alcohol beverage products, consumer mail-in
rebate offers, consumer giveaways, sweepstakes, contests, and cross promotions with
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non-alcohol beverage products. Suppliers may also provide contest and sweepstakes
information and consumer entry forms.

4. Supplier Rebates for Consumers and Supplier Coupons

Supplier rebates and coupons, as contemplated in this regulation, are a permitted
method of alcohol beverage product promotion if they are intended to reach the
consumer through permitted advertising practices, and to provide the consumer with a
direct financial benefit through the redemption process. Rebates and coupons may not
be used as a means of financial assistance to licensed retailers or as a means to
influence or control a retailer’s product selection.

a. A supplier's “consumer rebate” provides a consumer with cash back after the
consumer has purchased a supplier’s product and has provided proof of product
purchase upon redemption.

i. A supplier may provide consumer rebate certificates to consumers through
point-of-sale advertising, package inserts, or other printed or electronic
media.

ii. A supplier's consumer rebate certificate may not be redeemed through a
licensed retailer.

b. A supplier’s “instant redeemable coupon” provides a consumer with a discount off of
the retailer’s selling price of an alcohol beverage product, at the time it is
redeemed through a licensed retailer.

i. Licensed retailers may redeem suppliers’ instant redeemable coupons only
after they have been made available to consumers through general print
or electronic media directed at the consumer; package inserts; or, a
supplier’s representative or agent, who is not the retailer or their agent,
who is providing coupons to consumers at the retail premises for the
purpose of product promotion.

ii. Licensed retailers are prohibited from accepting and redeeming any supplier-
issued instant redeemable coupons unless redemption included
presentation of the coupon by a consumer with the purchase of the
product advertised therein, or in accordance with other applicable
redemption rules specified by the supplier or their marketing agents.

ii. Suppliers are prohibited from providing their instant redeemable coupons
directly to licensed retailers, except when said coupons are packaged
with, or attached to, each individual product package before such
products are delivered to a licensed retailer.

iv. Suppliers may never reimburse licensed retailers for suppliers’ instant
redeemable coupons. Redemption must be through a third party that is
independent from the supplier and the retailer.

v. Retailers must have available for inspection, applicable business and banking
records that verify these transactions, in accordance with 12-47-701,
C.R.S., and for the time frame specified in Regulation 47-700.
Verification may include the retailer’s reconciliation of coupons redeemed
to related products sold to consumers.
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C. Media Advertising

1. Except as provided in Regulation 47-322(C) for Sponsored Events, no supplier shall directly or
indirectly furnish or pay for any advertising for or with respect to any one or more retalil
licensee by means of a radio or television broadcast, magazines, newspapers,
pamphlets, or similar media, or by means of any sign not located on or in the licensed
premises of the retailer which is advertised.

2. Except as provided in Regulation 47-322(C) for Sponsored Events, suppliers that purchase
radio or television advertising packages from third party advertising agencies:

a. May not authorize the advertising agency to apply any value attributable to the
supplier’s advertising package toward the advertising or promotion of any
licensed retailer or their location.

b. May not authorize the advertising agency to combine supplier-purchased advertising
packages with those purchased by licensed retailers, for the purpose and benefit
of cooperative advertising.

3. For purposes of this paragraph C, a supplier’s internet websites and electronic advertising
messages delivered directly to consumers’ private electronic devices, shall not be
construed as “similar media.”

4. Closed-circuit television advertising networks, or similar advertising networks, that deliver
advertising messages to consumers are permitted in retail licensed premises with the
following conditions:

a. A supplier may not provide a licensed retailer with any electronic equipment
necessary to deliver network advertising.

b. A licensed retailer may not receive revenues, directly or indirectly, from licensed
suppliers who advertise on the network. Revenue from non-alcohol beverage
suppliers who advertise on the same network, which can be clearly distinguished
by the network advertiser from supplier revenues, are permitted provided that the
retailer can document that the source of the revenue is not a licensed supplier.

c. The advertising network and all related advertising receipts and distributions must be
controlled by third party entities who are not licensed pursuant to article 46 or 47
of title 12, and who are wholly independent, in both form and substance, of any
licensed supplier or retailer.

D. Nothing in this regulation shall apply to non-profit, charitable, or other qualifying organizations, when
such organization conducts licensed events pursuant to the requirements contained in article 48
of title 12, and related regulations, and such organization does not otherwise hold a retail license
pursuant to articles 46 or 47 of title 12. However, nothing herein shall authorize any financial

assistance for the purpose of altering or influencing an organization’s product selection for said
events.

E. Except as otherwise provided for in this regulation, no supplier shall directly or indirectly pay to any
retailer, and no retailer shall accept, any value or consideration in connection with or for the right
or privilege of posting or maintaining any advertising message, on or in, or relating to a retailer's
licensed premises.
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Regulation 47-320 . Signs and Interior Displays.

A. For purposes of this regulation, “signs” shall mean any visual message intended for the consumer that
is located within, or on the exterior of, licensed premises for the purpose of displaying advertising
messages or other information related to alcohol beverage suppliers or their products.

B. A supplier’s signs, illuminated or otherwise, that may be provided free of charge to a licensed retailer,
shall be composed of any standard, pre-manufactured material such as paper, plastic, glass
(including mirrored glass), cloth, metal, or programmable electronic components, and shall have
no other utilitarian value.

C. The term “displays within such premises,” hereinafter referred to as “interior displays,” shall mean all
non-refrigerated racks, bins, barrels, casks, shelving, or similar items, the primary function of
which is to hold, shelve, or display alcohol beverages within retail premises.

D. A supplier's standard interior display that may be provided free of charge to a licensed retailer, shall
have no other utilitarian value other than that of being purely for display purposes. Any interior
display containing any property other than that authorized in paragraph C above, may not be
given or loaned to a licensed retailer, but must be sold at a price not less than the supplier’s
actual cost.

E. Advertising statements on signs and interior displays that are permitted to be provided free of charge
to a retailer, shall primarily consist of a supplier's name, brand name, trade name, or trademarks;
words or phrases, such as “on tap,” “on draft,” “in bottles,” “in cans,” “beverages,” “beverage
department,” “ice cold,” “take home,” and similar copy; and words or phrases such as “delicious
with (specifically named food or food products or food generally)” and similar statements relating
alcohol beverages to food and constituting a part of the supplier’s standard advertising. Permitted
language may also include a retailer's name and address, the retailer-established selling price of
alcohol beverages, and retailer-specific promotional announcements, provided that the sign or
interior display, in its totality, primarily advertise the supplier or its products.

F. No supplier shall directly or indirectly pay to any retailer, and no retailer shall accept, any value or
consideration in connection with, or for the right or privilege of, installing or maintaining any sign
or interior display on, or in, or relating to, a retailer’s licensed premises.

G. Nothing in this regulation shall apply to non-profit, charitable, or other qualifying organizations, when
such organization conducts licensed events pursuant to the requirements contained in article 48
of title 12, and related regulations, and such organization does not otherwise hold a retail license
pursuant to articles 46 or 47 of title 12. However, nothing herein shall authorize any financial

assistance for the purpose of altering or influencing an organization’s product selection for said
events.

Regulation 47-322 . Unfair Trade Practices and Competition

Suppliers and their agents or employees may not attempt to control a retail licensee's product purchase
selection by engaging in unfair trade practices or competition. For purposes of this regulation, “supplier”
shall mean a Colorado-licensed wholesaler, manufacturer, limited winery, importer, non-resident
manufacturer, brewpub, or vintner’s restaurant.

Nothing in this regulation shall apply to non-profit, charitable, or other qualifying organizations, when such
organization conducts licensed events pursuant to the requirements contained in article 48 of title 12 and
related regulations, and such organization does not otherwise hold a retail license pursuant to article 46
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or 47 of title 12. However, nothing herein shall authorize any financial assistance for the purpose of
altering or influencing an organization’s product selection for said events.

Retailers may not solicit or accept any prohibited financial assistance as described herein, and suppliers
are prohibited from directly or indirectly engaging in the following unfair practices:

A. Sales of alcohol beverages.

1. No vinous or spirituous liquor may be sold by a vinous or spirituous liquor manufacturer or
wholesaler to a retail licensee below the laid-in cost of said vinous and spirituous liquor
products.

2. No malt liquors or fermented malt beverages may be sold by a malt liquor/beverage
manufacturer or wholesaler to a retail licensee below the laid-in cost of said malt
liquor/beverage products.

3. Product cost per case will be determined utilizing a “Last In/First Out” basis unless a supplier
has adequate records to verify that the actual cost of said products was less than the
most recent shipment received.

4. A wholesaler’s laid-in cost is defined as the actual proportionate invoice price and freight
charge to that wholesaler or distributor, plus applicable state and federal taxes of any
given product. An in-state manufacturer’s laid-in cost is defined as the actual costs of the
manufacturer, plus applicable state and federal taxes.

5. Certain sales of alcohol beverages below cost are not designed or intended to influence or
control a retailer's product selection. The following exceptions to below cost product sales
are therefore permitted:

a. Product lines that will be discontinued by a supplier for a minimum of at least one year
may be sold below cost at market value.

b. Products for use, but not for resale by the drink, by a non-profit organization or similar
group, on a retailer's licensed premises, may be invoiced to a retailer at no cost.
The invoice for said products must detail the products provided and the group for
whose benefit it is provided. At the conclusion of the organization's event any
unused product must be returned to the manufacturer, wholesaler, brewpub, or
vintner’s restaurant, or invoiced at a minimum of cost to the retailer.

6. Suppliers authorized to sell alcohol beverages to licensed retailers pursuant to articles 46 or
47 of title 12, may offer product discounts to licensed retailers that meet the requirements
of paragraph A, and the following additional conditions:

a. “Product Discount” shall mean a price reduction negotiated between supplier and
retailer before the sale and delivery of alcohol beverage products, and where a
description of the products subject to discount, and the dollar amount of the
discount, is finalized and recorded in the supplier's sales records.

b. Discount programs are not subject to time limitations, and any discount program that
will affect more than a single sales transaction and sales invoice are permitted,
provided that no invoice, by itself, reflects a zero cost or below-cost sale.

7. Any rebate, whereby a monetary value is returned by a supplier to a retailer, in cash, account

credit, or free goods, as a reward or compensation for meeting a pre-specified purchase
goal, is prohibited.
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8. Suppliers authorized to sell alcohol beverages to licensed retailers pursuant to articles 46 or
47 of title 12, may offer account credits to licensed retailers under the following
conditions:

a. Any account credit offered on previously issued sales invoices must be in direct
relation to previous product purchases, lawful returns pursuant to Regulation 47-
414(C), or other legitimate commercial transactions as authorized under articles
46 or 47 of title 12, and related regulations.

b. Credits that cannot be connected with authorized business transactions, as described
herein, will be considered unlawful financial assistance, and are therefore
prohibited.

c. Both the seller and retail licensee shall maintain copies of sales invoices and evidence
of payment related to the transactions described in this section, in accordance
with 12-47-701, C.R.S., and for the time frame specified in Regulation 47-700.

B. On-site sales promotions

1. Suppliers may conduct an on-site product sales promotion at a retailer's licensed premises
subject to the following conditions:

a. Free goods of any value may be provided to the public, provided that a supplier’s
representative or authorized agent, who is not the retailer or a retail
employee/agent, is physically present to award free goods to the public.

b. If only consumer advertising specialties, as described in Regulation 47-316(A), are to
be provided at the promotion, neither suppliers or their agents need be present
for their distribution.

(g

. Suppliers are prohibited from providing anything other than the items specified in
Regulation 47-316(A) to retailers or their employees at on-site product sales
promotions.

o

. Suppliers may not directly or indirectly pay for any media announcement of any on-site
product sales promotion by means of radio or television broadcast, magazines,
newspapers, pamphlets, or similar media, or by means of any sign not located on
or in the licensed premises of the retailer that is advertised. For purposes of this
paragraph B, internet websites and related electronic messages delivered
directly to consumers’ private electronic devices, shall not be construed as
“similar media.”

e. Retailers may at their own cost advertise in advance a supplier's product sales
promotion.

-

No supplier may require that a retailer change its product selection as a condition of
conducting a product sales promotion. Retailers may at their option change their
product selection in support of a product sales promotion.

g. Competitors' products may not be excluded during a product sales promotion.
2. Supplier-sponsored consumer sampling of alcohol beverages that is held in establishments

licensed for on-premises consumption for the purpose of product sales promotion, are
permitted under the following conditions:
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a. Product used for sampling must be invoiced by a supplier, who is authorized to sell
alcohol beverages to licensed retailers pursuant to article 46 or 47 of title 12, as if
sold to the retailer.

b. A retailer may not impose any charge to the consumer to enter or participate in the
sampling.

c. If all product listed in the sales invoice is consumed as permitted herein, the supplier
may issue the retailer a credit against the entire amount of the original invoice.

d. Any remaining product must be returned to the wholesaler, or sold to the retailer at a
minimum of the seller’s cost.

e. Supplier representatives or their authorized agents may provide alcohol beverage
samples directly to the consumer, if the product has been delivered to the retalil
premises pursuant to the conditions described herein, and the retailer has so
consented.

C. Sponsored events
Suppliers may sponsor events, individually or through third parties without cost restrictions, as described
in regulation 47-100(e), on a retailer's licensed premises so long as the event is not for, or in conjunction
with, an on-site product sales promotion. During these events, a supplier may pay a retailer up to the
normal market rates for the use of space and provide advertising for a sponsored event. The event, if
advertised, may utilize the retailer's name for location purposes only. The retailer's product selection may
not change as a condition of the event sponsorship. Competitors' products may not be excluded during a
sponsored event.
D. Retailer entertainment
Suppliers may provide tickets to events to a retailer and its employees, under the following conditions:

1. Meals and nominal ground transportation may be provided.

2. Nominal ground transportation may include limousine, taxi, or bus service.

3. Suppliers may not pay for the cost of airline transportation or lodging to attend an event.
E. Warehousing of products for aretailer
A wholesaler, manufacturer, or brewpub, may not provide warehousing of products previously purchased
or ordered by a retailer. All orders of products, regardless of volume, must be delivered by a wholesaler,
manufacturer, or brewpub at the next scheduled delivery. Warehousing does not include any rain-checks
or back-orders of products not currently in stock.
F. Product resets
Resets by a supplier are permitted, but a competitor’s alcohol beverage products may not be disturbed
during the reset process, unless the in-state seller of the competing products has been given 72 hours
written notice, during normal and customary business hours, and is not present at the time designated for
the reset activity. Suppliers may furnish a retailer with a recommended shelf plan or shelf schematic.

G. Equipment rentals

All equipment rentals by a supplier to a retailer must be at fair market value.



H. Other goods

Suppliers may not provide a retailer with any other goods below cost except those items expressly
permitted by the statutes and regulations contained within the Colorado Liquor, Beer or Special Event
Codes.

I. Value of labor

1. Suppliers may provide labor at no -cost as it relates to product delivery, price stamping, rotation and
stocking. The cleaning of beverage dispensing equipment may also be provided at no cost.

2. Cost of labor provided to a retailer for services such as the installation of a dispensing system shall be
at least at a minimum of that employee's hourly wage.
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Regulation 47-432. Colorado Wineries — Alternating Proprietor Licensed Premises.

A. Definitions

1. “"Alternating Proprietor Licensed Premises” shall mean that portion of the host winery’s
licensed premises that is shared by the host winery and alternating proprietors for the
manufacture of vinous liquor, which is readily identified by use of placards showing the
license number of the winery using that area. Such shared premises may include crush
pads, processing tanks, bottling lines, barrel storage, and casking areas.

2. “Alternating Proprietor” or “tenant winery” shall mean a winery licensed pursuant to 12-47-402,
C.R.S. or 12-47-403, C.R.S. who, by way of written agreement, takes possession of a
host winery’s licensed premises for use as an alternating proprietor licensed premises as
defined in 12-47-103(2.5), C.R.S. and this regulation.

3. “Alternating Proprietor Agreement” shall mean a written agreement between a host winery and
an alternating proprietor that, at minimum, conveys possession of specific alternating
proprietor licensed premises within a host winery’s licensed premises to specific
alternating proprietors, establishes the general time frame for possession of alternating
proprietor licensed premises, and the manner in which each alternating proprietor will
maintain control over its manufacturing operations as an independent producer. Such
agreement must be approved by the Liquor Enforcement Division, and any changes,
modifications, or termination of such agreement must also be reported to the division
within the time frame specified within paragraph C of this regulation.

4. “Host Winery” shall mean a winery licensed pursuant to 12-47-402, C.R.S. or 12-47-403,
C.R.S. who, by way of written agreement, makes available a portion of its licensed
premises to other wineries licensed pursuant to those sections, for use as an alternating
proprietor licensed premises as defined in 12-47-103(2.5), C.R.S. and this regulation.

5. “Dedicated Premises” shall mean that portion of a winery’s licensed premises that is not made
available to other wineries for use as an alternating proprietor licensed premises, and
where the winery may exercise all of the privileges described in 12-47-402, C.R.S. or 14-
47-403, C.R.S., including the storage of vinous liquor, the establishment of a retail sales
area, and consumer tasting or consumption.

B. Requirements of Alternating Proprietor Licensed Premises in Colorado Wineries

1. Only wineries licensed pursuant to 12-47-402, C.R.S. or 12-47-403, C.R.S. for the
manufacture of vinous liquor are eligible to engage in alternation of licensed premises, as
described in this regulation, either as a host winery or tenant winery (alternating
proprietor).

2. A host winery that elects to alternate its licensed premises may allow more than one tenant
winery to take possession of alternating proprietor licensed premises, pursuant to the



requirements of this regulation, as long as there is no more than one tenant winery per
alternating proprietor licensed premises at any given time.

3. All wineries licensed pursuant to 12-47-402, C.R.S. and 12-47-403, C.R.S. must maintain
possession of their dedicated premises at all times pursuant to 12-47-301(3)(a), C.R.S.
A host winery that elects to alternate its licensed premises must maintain dedicated
premises that are separate from tenant winery premises. Tenant wineries must ensure
that their manufactured product comes to rest upon their own dedicated premises, where
it is inventoried for state tax purposes prior to sale or shipment pursuant to 12-47-402
and 12-47-403. Nothing herein shall prohibit any host winery or tenant winery from
temporarily transporting its vinous liquor over dedicated premises or alternating proprietor
licensed premises.

4. At all times specified in the alternating proprietor agreement, a tenant winery must maintain
possession, title, and control over raw materials and manufacturing operations, occurring
on its designated alternating proprietor licensed premises. Nothing in this regulation
authorizes joint venture operations, and the operations of each winery must be separate
and distinct. However, nothing herein shall prohibit a host winery or a tenant winery from
utilizing the services of another winery’s staff or employees, as long as such an
arrangement is provided for in the alternating proprietor agreement.

5. Alternating proprietor licensed premises within a host winery must be separated in a manner
that adequately distinguishes each alternating proprietor licensed premises area by use
of placards, partitions, or other physical means.

6. The authorization to alternate any licensed premises may be suspended or denied by the state
licensing authority due to violations of the host or tenant winery.

C. Application for Alternating Proprietor Licensed Premises

1. When a host winery elects to alternate its licensed premises by designating a portion of its
licensed premises as alternating proprietor licensed premises, it shall file notification with
the Liquor Enforcement Division, no later than ten (10) days after alternation has
commenced.

2. Notification shall be filed on forms prepared by the Liquor Enforcement Division, and shall
include all applicable fees, an alternating proprietor agreement, color-coded diagrams
delineating those sections of the licensed premises that are to be operated as alternating
proprietor licensed premises and those sections that are to remain designated premises,
and the manner in which vinous liquor ownership will be identified and segregated.

D. Record Keeping and Excise Tax Reporting Requirements

1. The host winery and the tenant winery shall maintain a record of the movement or transfer of
raw materials or vinous liquor: when introduced to the alternating proprietor licensed
premises, when moved from crush pad to tank, when moved from tank to barrel, when
moved from barrel to bottling, and when removed from the alternating proprietor licensed
premises.

2. Any transfer of vinous liquor to or from the alternating proprietor licensed premises shall be
recorded in the business records of each winery.

3. All wineries engaged in the activities described herein must maintain control over their
separate business records at all times. Whether such records are maintained on the
alternating proprietor licensed premises or the dedicated premises, tenant wineries must



provide access to all records when requested by any enforcement officer, without
authorization of the host winery or other tenant wineries.

4. Before the 20" day of each month, each tenant winery shall file a report of the preceding
month’s alternating proprietor licensed premises operations. Such report shall be filed
with the Monthly Report of Excise Tax, as required by 12-47-503, C.R.S. and related
regulations. A tenant winery may submit said report in a format approved by the
Department of Revenue, Taxpayer Services Division.
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