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1. Clinton Bar Remains Open Pending Appeal
By Steven Martens – Quad-City Times
October 26, 2005

CLINTON, Iowa — The Cancun Lounge remains open for business while the owner appeals the city’s decision to deny the bar’s liquor license renewal.

A hearing has been scheduled Dec. 12 with the state Alcoholic Beverages Division to hear evidence of alleged violations, including selling alcohol to minors, running a bar tab and indecent exposure, Clinton City Attorney Bruce Johansen said. 

He said the state also may add to the agenda the appeal of a 30-day suspension of the bar’s liquor license, which was imposed by the city, and the city’s subsequent denial of a renewal of the liquor license, which expired Oct. 14.

However, minors are not allowed in the bar because the city’s Regulation and Enforcement Committee denied the bar an exemption to allow minors on the premises. Johansen said that decision cannot be appealed to the state. Tonight’s City Council agenda includes a resolution to uphold the committee’s decision.

Shawn Stickell, the Cancun Lounge’s owner, said Monday that the alleged problems cited by the city also occur at other Clinton taverns and he believes he has been singled out for discipline.
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2. Herky’s Struggles to Make it After Liquor License Denied
By Peter Rugg -Muscatine Journal 

October 22, 2005

MUSCATINE, Iowa -- The liquor bottles that used to stand on the shelves behind the bar at Herky’s are gone now, replaced with motorcycle statues and Betty Boop memorabilia. There’s no more beer in the cooler.
It has been this way since midnight Sept. 8, when the former tavern’s liquor license ran out. Since then, owner Teresa Blanchard has been trying to make it as a restaurant.

In November 2004, the Muscatine City Council voted 3-2 not to renew Blanchard's liquor license after an Aug. 21, 2004, party in and around Herky’s resulted in three criminal complaints against her. She has since appealed that decision to both an administrative law judge and the administrator of the Iowa Alcoholic Beverages Division n each appeal was turned down.

She could’ve kept going to district court, but, Blanchard says, there just wasn’t any money left to pay for the legal costs. No money left for advertising the new restaurant either; Blanchard is putting up menu flyers wherever she can and relying on word of mouth.
Once open as a bar until 2 a.m., the restaurant is now operating from 6 a.m.-2 p.m. Monday-Friday and from midnight-2 p.m. Saturday.

Blanchard is serving breakfast and lunch customers, offering food deliveries and keeping open in the late hours on the weekend to serve the Southend’s third-shift workers and, hopefully, a few truckers.
She serves eggs, sandwiches and appetizers. So far, money hasn’t been as good as when the operation was a tavern, and Blanchard is openly concerned about the business’ future.
“It’s been very, very slow. We probably would’ve had to close if my husband (Paul) hadn’t been working,” she said. Paul Blanchard recently found work in the New Orleans clean-up post Hurricane Katrina, working on restoring power lines.
“I just want a fair chance to show people how well we can run a business,” she added.
Blanchard bought Herky’s in fall of 2001; the bar had been in its same location at 1415 Grandview Ave. for 25 years as Herky’s, and as several other names for years before that.

But now it’s uncertain just how long the restaurant will last if business doesn’t pick up. And there’s still a question ahead of who will own the land and the building, which has been up for sale for five months at an asking price of $145,000. Blanchard is renting the building.
“There’s been a lot of worry,” Blanchard said, sitting behind her bar one recent morning. “Our daughter (Tena) took a summer off from college in Chicago to help us out with expenses and work here, but I don’t want her to have to worry about us. She’s got to be able to get on with her own life.”
Unfair treatment?
Blanchard is trying to make the best of what’s left of the business, but says she still can’t shake the feeling that she was treated unfairly when the liquor license renewal was denied.

“We’ve tried so hard to clean up the image it used to have” as a rough biker joint, Blanchard said. “I didn’t want to run a business where anyone didn’t feel safe. We want to take care of all our customers and make it more of a family place.”
The party that led to Herky’s troubles was a fund-raiser veterans and veterans organizations run by the Vietnam Veterans Motorcycle Club, an annual event held on the four acres surrounding Herky’s for almost 20 years. None of the prior celebrations had resulted in any criminal complaints despite similar activities, Blanchard claims, and officers had been present at events in the past.
The Muscatine Police Department has declined any comment on the fund-raiser at Herky’s, or on any recommendations from the department not to renew the bar’s liquor license.

According to police narratives in the Muscatine County Courthouse records of the case, on the night of the incident, a Muscatine police officer patrolling along Grandview Avenue noticed that Herky’s was holding “some type of bike rally.” The officer went into the adjoining lot of Plamor Lanes, and “thought he saw a nude woman” through a fence that had been erected around Herky’s for the party. Blanchard claimed the fence was roughly 10 feet high, and put up to keep the event contained.
The narratives further stated that the officer used his squad car’s camera to zoom in through the fence, and observed naked women dancing on a stage. After calling another officer, three officers entered Herky’s and contacted Blanchard. While they were there, police saw several hundred people, many of whom were drinking beer.
While no one had called to complain about the event, according to the narrative, one unidentified person in the Plamor Lanes parking lot did tell an officer, “it’s about time you got here.”
After the party, Blanchard was charged with miscellaneous prohibition, bootlegging - for the sale of alcohol outside permitted grounds - and allowing public indecent exposure under state guidelines. Under a plea agreement, Blanchard paid $300 in fines for miscellaneous prohibition and bootlegging, while the indecent exposure complaint was dismissed. Despite its dismissal, the nude dancing was part of the Muscatine Police Department’s memo to the city regarding denial of the license renewal.
Steve Ramsden, of the Vietnam Veterans Motorcycle Club, said the fund-raiser rally will not be held this year. He estimated roughly 300 people attended the last rally, based on ticket sales.
This was, according to Blanchard, the second liquor law violation the bar had been cited for in the past five years. It would be, in August 2004, the basis of the Muscatine Police Department’s request to the City Council not to renew Blanchard’s liquor license, according to city administrator A.J. Johnson.

Comparison made
Blanchard felt this treatment was unfair in comparison to the number of liquor law violations incurred by other Muscatine bars. According to police records presented by Blanchard and her then-attorney John Wunder, several other bars have incurred far more violations with no suspension or denial of liquor licenses.
Most notably, Bootleggers, now Tailgaters and under new ownership, was cited for 16 liquor law violations between 2000 and 2005, with the highest number being six in 2002. According to police records, the violations stemmed from such incidents as serving minors or serving alcohol after closing time. Another bar, the Missipi Brewing Co., had seven violations over the same five years for reasons including sales to minors.
Shortly after putting Bootleggers on the market in April, co-owner Lee Gundrum said he had never had a suspension or a problem renewing the liquor license.
In August, Johnson said he had not been aware of the number of violations incurred by other Muscatine bars.
City Council member Scott Day, who had voted against a license renewal for Herky’s, said he was not aware of the number of violations other bars had incurred, but said the information would not have affected his decision.
“We often don’t do things with other bars because there’s a concern we’re going to be overruled at the state level,” Day said, adding that in this case, the gravity of the incident in question was enough to warrant action.
“In this case, with naked women dancing in public, I felt we had to address it.”
City Council member Anne Lesnet, who had voted in favor of renewing Herky’s license, said she was also unaware of any comparisons to other local bar’s liquor law violations.
“If we had known that, I think the decision of the Council might have been different,” she said.
Lesnet said she could not speculate on how the Council would react if Blanchard ever applied for a liquor license again.
Blanchard does admit that the activity at the 2004 rally was against the law, but claimed she was ignorant of the event’s potential legal problems prior to her license problems.
“I talked to the former owner, I talked to my insurance agent, and they said I didn’t have anything to worry about,” she said. “Ignorance is no excuse, I realize that, but I just didn’t know who to talk to before the party to make sure everything was in compliance.”
According to the written decision on the matter from Lynn Walding, administrator of the Iowa Alcoholic Beverages Division, Blanchard should have contacted a government authority with questions before the event.
“In the case at hand, it was the responsibility of the licensee to ensure that criminal activity does not occur on the licensed premises,” Walding’s decision states.
Although Walding’s decision does note that community entities such as a city council may use their assessment of a license holder’s “good moral character” when considering license applications and renewals, there is no mention of how community standards are determined for liquor license holders to retain their permits.
In an interview, Walding said that any comparison to other Muscatine bar’s liquor license violation was not presented to him during the appeal process, and did not see past charges brought by local agencies. His division did review whether there was any abuse of discretion by Muscatine city officials in their enforcement. None was found.
Blanchard said she is undecided as to whether she will apply for a new liquor license at any point. For now, she’s just hoping for customers to walk through the door.
“I just want to be able to make a living,” she said.
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3. Japanese Sake Gains Popularity Among Young Americans           

Beverage World Online
October 24, 2005

 

SAN FRANCISCO, CA --  Forget about strawberry margaritas. How about a Sneaky Ninja? A mix of raspberry sake and lemon juice, the mysterious-sounding drink is just one sign of the Japanese national alcohol's growing appeal to hip young adults in the United States.

 

"Sake is cool. It's a new alcohol for many Americans and we like it," said Scott Smith, 34, who was attending a recent sake event in San Francisco.

 

In Japan, the slightly sweet rice wine typically is a drink for older men. Sales are declining, due to a lack of interest among younger Japanese. Japan's weak economy hasn't helped either.

 

But since Americans don't grow up in an atmosphere where fathers and uncles drink sake, "the fresh approach of sake has caught the attention of young people", said Chris Pearce, a board director of the International Sake Association.

 

The Joy of Sake, the largest sake-tasting event outside Japan, drew nearly 3,000 people in Honolulu, San Francisco and New York in September. Pearce, whose group organized the tastings, said many visitors were Americans in their 20s and early 30s.

 

In Japan, sake consumption dropped nearly 40 per cent in the 10 years ending 1993, the Japan Sake Brewers Association says. Sales in the U.S., meanwhile, have doubled in seven years to roughly 100 million dollars.

 

The U.S. sake market has grown 13 per cent each year, Pearce said, helped along by Americans who have been to Japan and developed a taste for the drink.

 

Sake used to be served primarily at Japanese restaurants and sushi bars in the U.S.. But recently, many French and American style restaurants and bars have been adding sake drinks to their beverage lists.

 

The Dining Room at the Ritz-Carlton in San Francisco, for example, offers six kinds of sake, says celebrity chef Ron Siegel.

 

Sake cocktails, such as the Sneaky Ninjas, the Shogun Mint and the Blue Tsunami, have become popular among bar patrons as new twists to old favorites, such as margaritas, martinis and bloody marys.

 

And while beer and wine generally don't mix well with other alcohols, sake goes well with other spirits, such as vodka and whiskey - which has encouraged bars to offer the sake cocktails.

 

Beau Timken, president of the True Sake store in San Francisco, told Deutsche Presse-Agentur dpa that sake appeals to people looking for something different.

 

One reason for its U.S. popularity, Timken said, is that sake is seen as a healthy alternative to other alcoholic drinks. Sake contains no artificial additives, is lower in alcohol content and calories than other spirits and has less than half of the acidity than grape or fruit wines.

 

Broader awareness of sake in the U.S. is still a very recent phenomenon. However, sake was first introduced into the country more than 100 years ago by Japanese immigrants to Hawaii and California, who imported the drink from back home.

 

Tajiro Sumida, a first-generation Japanese-American, established the first sake brewery in Hawaii in 1908. He developed techniques that allowed year-round production in hot climates, such as Hawaii and California.

 

Sumida is also credited with inventing ways to make sake out of California-grown Japanese rice, used today by several U.S.- and Japanese-owned breweries in the United States.

 

According to the International Sake Association, imports comprise only about 15 per cent of the U.S. sake market, with West Coast sakes making up the remainder. There are seven breweries in the United States, including the best-known Japanese sake brands of Gekkeikan, Ozeki and Takara. Five are in California, one in Colorado and one in Oregon.

 

Still, the U.S. is the largest import market, followed by Taiwan, Canada and Germany, and Japanese sake exports to the U.S. almost doubled in the decade that ended last year.
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4. US: Constellation Uncorks Consumer Insights

Source: just-drinks.com editorial team
October 24, 2005
Constellation Wines believes it may have fresh insight into the drinking and buying habits of premium wine consumers in the US. The world’s leading wine company made the claim after conducting what it called one of the largest consumer research projects ever conducted by the wine industry.
Constellation said that data from Project Genome, as the study has been called, indicates that there is no typical wine consumer; rather, consumers tend to fall into six unique segments, each with its own set of attributes, motivations, preferences and shopping behaviors.
According to the study, conducted by Copernicus Marketing Consulting and Research, Inc, premium wine consumers surveyed fell into six segments: Enthusiast, Image Seeker, Savvy Shopper, Traditionalist, Satisfied Sipper and Overwhelmed. 
Enthusiasts are consumers who are passionate about the entire wine experience from researching what they buy to sharing their discoveries with friends and family. 
Image Seekers feel sophisticated on one hand and adventurous and trendy on the other hand – they are just as likely to choose wine with sophisticated labels as wine with fun, image-driven labels. 
Savvy Shoppers seek great wines at a great value; they enjoy drinking and shopping for wine and believe that good wines need not cost a lot of money. 
Traditionalists want to feel that their wine is made by a well-known winery that’s been around for a long time, while Satisfied Sippers look for a sensible choice they can feel comfortable serving to friends and family. 
Overwhelmed consumers, who make up the largest group, 23%, find shopping for wine complex and worry about making a mistake. Good shelf descriptions and staff recommendations play a key role in their purchase decisions.
“These findings give us a dramatic, new level of understanding into consumers’ wine preferences and needs – and represent bold new opportunities for the US wine industry to be more relevant to our consumers,” said José Fernandez, president and CEO of Constellation Wines US.
“Everybody wins with this sort of research,” said Fernandez. “Our retail and on-premise partners will now have even better insights into their customers and that can only lead to increased sales and more satisfied consumers.”
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5. Binging Down Slightly
By Laura Thompson - The Daily Iowan
October 25, 2005 
New statistics from the Harvard School of Public Health indicate a slight drop in the binge-drinking average at the UI, but the level of excessive drinking still ranks 21 percent higher than the national average.
Of the 500 UI students surveyed in the College Alcohol Study released last week, 67 percent identified themselves as occasional or frequent binge drinkers, a 2 percent drop from the 2003 study.
The national binge-drinking average is 46 percent.
Binge drinking is defined as having a blood-alcohol content of 0.08 or above, which equals five drinks for men and four for women in approximately two hours, according to the National Institute for Alcoholism and Alcohol Abuse.
"When you look at the 67 percent compared with the national average, we've got some work to do," said Angela Reams, the director of the Stepping Up Project.
The Harvard School of Public Health first conducted the survey, now administered to more than 14,000 students at 120 four-year colleges, in 1993 and discovered the binge-drinking average at the UI was 69 percent.
"It's been steadily increasing, and then it dropped 2 percent," Reams said. "This looks good, but we have to look at the whole picture."
The number of students who identified themselves as occasional binge drinkers dropped from roughly 36 percent in 1993 to 27 percent this year, according to the study. But the number of students identified as frequent binge drinkers increased during the same time period.
In 1993, only 28 percent of UI students said they binged frequently, compared with roughly 40 percent in 2005.
"In general, greater access means more consumption," said Ron Berg, the vice president of operations at the Mid-Eastern Council on Chemical Abuse. "I think Iowa City has many points of access."
The survey also indicated increases in some problems related to alcohol consumption, such as class absences or injuries, for students who drank.
More than 20 percent of students said they had been pushed, hit, or assaulted by someone who had been drinking.
Approximately one-third of students reported engaging in an unplanned sexual activity. Unprotected sex also increased slightly, with just over 14 percent of students indicating they did not use protection when having sex, the study reported
Roughly 9 percent of UI students abstain from drinking, which is up more than 3 percentage points from 1993.
"The school system has taken a more awareness approach to alcohol," Reams said, adding that some students may abstain from drinking, if they consider their future aspirations. "They're finding out an alcohol violation can derail these plans."
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6. U.S.-EU Wine Agreement Subject of Debate 
By Michelle Locke - Associated Press Writer
October 24, 2005
Some European Union lawmakers are fuming over a new U.S. wine trade agreement, saying they're being force-fed such New World innovations as subbing wood chips for barrel aging or even, quelle horreur, adding water.

U.S. winemakers contend that their practices are legitimate — and point out the Old World has wine wiles of its own.

At issue is a clash between the tradition-bound, heavily regulated European wine industry and a much younger American wine industry that came of age during a technological revolution.

"The difference in the New World — and it's not just California and the United States, it's Australia and New Zealand as well — is: Is there a more efficient way to do something with technology?" said Roger Boulton, enology professor at the University of California, Davis. "The question is when is it modifying and manipulating it and when is it a traditional practice just done in a more effective way. That's really the debate."

Underlying the winemaking quarrel are market realities.

Although the EU continues to export far more wine than the U.S., Australian and U.S. wines — along with imports from Chile and other countries — have been making gains in the European market.

According to the San Francisco-based Wine Institute, a trade association, the United States exported $736 million worth of wine in 2004, an increase of nearly 30 percent over 2003, with nearly $500 million of that going to the European Community. Major European wine producers exported $2.3 billion worth of wine in 2004 to the United States, down slightly from 2003 largely due to French exports dropping 7.6 percent to a little less than half that total.

Meanwhile, Australian wine exports have also been booming. In the highly competitive market of the United Kingdom, sales of Australian wine more than doubled from 126.8 million liters in 1999 to 254.8 million liters in 2004, according to wine industry consultant Jon Fredrikson of Woodside-based Gomberg, Fredrikson & Associates.

"What I think really is happening is that the marketplace is voting for California wine in a resounding landslide," said Eric P. Wente, CEO of Wente Vineyards and Wine Institute chairman. "What they're (critics) seeking to do is use legislation to combat their inability to change winemaking styles, their wine quality and their approach to the marketplace."

Under the accord, reached by negotiators in Washington in September, the United States and the European Union agreed to recognize each other's winemaking practices. Meanwhile, the U.S. administration agreed to ask Congress to stop U.S. producers from using names such as sherry, port and Champagne that derive from European wine-growing regions.

A spokeswoman for the Trade Representative's office said they will work with Congress on finding the best way to introduce the legislation once the agreement is signed, possibly later this fall.

In a compromise, the deal grandfathers in established brands, irking European producers.

The agreement has to be approved by the 25 EU member states, and some EU parliamentarians have been loud in their disdain — "I don't want a McDonald's type chardonnay," said Anne Laperrouze, a representative from France.
However, officials with the Office of the U.S. Trade Representative said they are hopeful the agreement will be approved later this fall.

U.S. producers note that some of the differences in how wine is made in Europe and the United States are climate-driven.

In the sunny Napa Valley, for instance, where grapes are often picked very ripe with high sugar levels that lead to high alcohol content, it's legal to add water to the grape juice in limited amounts. Meanwhile, in the Burgundy region of France, where rainy, cold weather can result in low-sugar grapes, winemakers are sometimes allowed to add sugar.

Then there's the issue of technology such as spinning cones that can remove alcohol and machines that expose wine to small amounts of oxygen to save the cost of "racking" — moving wine from one barrel or tank to another.

Wine tech is often used to make inexpensive but drinkable wines, said Karen MacNeil, chair of the wine department of the Culinary Institute of America's California branch. 

And not just in the United States. 

"Big wine companies who make cheap wine the world over have the same machines hiding in the same warehouses," said MacNeil. 

The oak chip issue, also a sore point, doesn't involve machinery so much as a shortcut. Floating oak chips or larger pieces of wood in wine can give similar flavors to those obtained through storing it in the much more expensive barrels. 

Boulton's not crazy about all of the technological innovations available today — "We're one step away from adding Acme Instant Oak Flavor," he said dryly. 

But he doesn't think oak chips come under that category. If they're banned, he said, it would be only logical to ban using barrels for flavor. 

Amid all the hubbub, Wente points out that both Europe and the United States have regulatory processes and since neither can really police the other, "it's kind of pointless not to accept each other's practices." 

Ultimately, the market decides, he said. "If your wine quality is good, they vote for you. If your wine quality is not, they don't."
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7. Reclaiming the Great Outdoors From the Smokers
By Susanna Rodell, Charleston Gazette writer- Des Moines Register
October 25, 2005

It probably seemed like a good idea, years ago.  As workplaces started to outlaw smoking, smokers were banished to the great outdoors.  Now I’m not so sure.
Across the street from my office is a junior college.  The people who attend its classes aren’t allowed to smoke in the building.  So they gather in clots outside during breaks, blocking the sidewalk and creating their own little malodorous weather system.  On my way to my favorite lunch spot I have to hold my breath and veer out into the traffic to get around them.

When the smoking bans were first enacted, I remember, some workplaces designated smoking rooms, nasty little nooks with acrid air and metal chairs.  In retrospect, I long for those little ghettos.  It’s where the nicotine fiends belong.  I’ve lost my sympathy.

Here’s why.  Having been banished from the office and from most public indoor spaces, smokers have now taken over the outdoors.  This has come home to me in a number of ways in recent months.  One occasion was late in the summer when I went with one of my kids to her college orientation.  The building where we met had imperfect AC and I fled outdoors to be (so I thought) refreshed.  A nice terrace beckoned, with tables and chairs.

But guess what?  Every other chair was inhabited by a smoker. I couldn’t smell the breeze – I couldn’t even breathe.  A sneezing fit sent me running back indoors.

Later that summer I went to the beach.  Ah. . .pure sunshine and salt air, right?  Nope.  The smokers infested the place.  The sand was full of butts.  I couldn’t even escape by going into the water, as loyal tobacco fiends stood in the surf, holding the precious ciggy aloft to avoid getting it doused.

Smokers sometimes come to my house and I should be grateful, I suppose, when they retreat to the front porch to inhale their poison.  I don’t feel so grateful, though, when I find butts all over my garden.

The last straw has appeared just in the past two weeks.  On my way to lunch I’ve encountered a new phenomenon.  Not content merely to stand in clumps outside the building, some of the local addicts have decided to fashion their own personal outdoor living room.  They now SIT in the middle of the sidewalk, utterly unapologetic as pedestrians have to navigate out into traffic or squeeze up against the side of the building.  Some have even gone so far as to set up little laptop offices right there on the pavement, with their clipboards, cell phones, drinks, snacks and ciggies neatly arranged in front of them.  They look very much at home.

I like to think I’m a tolerant person at heart.  I used to be addicted myself.  I know what the craving is like.  But you know, it’s been well over a decade since workplaces started banning smoking.  A lot of smart people took that opportunity to kick the habit and relieve themselves of the necessity to slink outside to indulge in it.

Because smokers are used to it, they often don’t realize how gross it is to have to inhale their exhalations.  It can throw a person with asthma into an attack or send a pregnant woman over the edge of nausea.

By now I think they’ve had enough warnings about what it does to their own health.  It’s time to stop coddling them.  If they have to lock themselves in their own stinky vehicles or sneak down alleys to indulge, so be it.  I’m tired of being nice about it.

I want the beach back, and the stairwells of our parking garage, and the terraces outside public buildings.  And the sidewalk.  Now that we’ve gotten them out of the workplace, I’m ready to take back the outside.

Times change and public perceptions about acceptable behavior change.  Yes, I have dear friends who smoke.  They’re not bad people.  But they don’t have the right to monopolize the great outdoors, either.  They just need to quit.
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8. UPS to Stop Deliveries Of Web Cigarette Sales
Associated Press, Page A16
October 25, 2005
The world's largest shipping carrier, United Parcel Service Inc., will stop delivering cigarettes to individuals in the United States under an agreement announced Monday with state Attorney General Eliot Spitzer.

The agreement is the latest in federal and state efforts to combat the sale of under-taxed cigarettes and to fight underage smoking. Most under-taxed or untaxed cigarettes are sold by Indian tribes, where the taxation of sales to non-Indians is disputed.

Monday's agreement leaves only the U.S. Postal Service among major carriers to continue to deliver cigarettes to individuals, Mr. Spitzer said. He called that practice "an embarrassment."

Despite a new policy adopted by the Postal Service in September to refuse delivery of illegal products, the federal service allows employees to accept packages suspected of containing under-taxed cigarettes, Mr. Spitzer said.

"Internet cigarette traffickers are increasingly using the federal mail system to distribute their wares," Mr. Spitzer said. He said the Postal Service "clearly" has the authority to refuse to deliver cigarettes to individual smokers. "It is an embarrassment that major private companies have stopped carrying contraband cigarettes, but the federal government continues to accept them," said Mr. Spitzer, a Democrat running for governor. "Congress needs to step in and stop this practice immediately."

A Postal Service spokesman didn't immediately respond to a request for comment.

Earlier this year, DHL, a unit of Deutsche Post AG, banned cigarette deliveries to individuals nationwide and the nation's largest credit card companies stopped processing payments for cigarette sales.

Mr. Spitzer said Internet and mail-order cigarette retailers violate federal, state and local laws governing taxes and underage smoking. Sales to minors also violate federal wire fraud and mail fraud laws, he said.

The agreement with Mr. Spitzer matches a nationwide policy at UPS aimed at avoiding the difficulty of complying with a "patchwork" of different state laws enacted in 28 states since 2003, said Steve Holmes, spokesman for the company based in Atlanta. He said he had no estimate of how much business would be lost.

"Regardless of that issue, we believe it's a prudent business decision and we want to do what's right, of course, by the laws, but we want to do right by our customers and we want to do right by our communities as well," he said.

States lose more than $1 billion a year in tax revenue from Internet tobacco sales, according to the U.S. Bureau of Alcohol, Tobacco and Firearms. Enforcement, however, has been difficult, even though in many states, including New York, the Internet sale of tobacco products is illegal.
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9. Iowa to Get $144 Million Tobacco Settlement Windfall

By Associated Press 

October 25, 2005

The state will get a $144 million windfall next month when officials refinance bonds purchases with tobacco settlement money, state officials said Tuesday.
‘‘At this time of the year, when we’re putting the budget together, it gives us some really strong options,’’ said Matt Paul, a spokesman for Gov. Tom Vilsack.
Top state managers have been working on the details of refinancing the settlement. It’s been clear the state could see a profit, but how much that would be remained unknown until Tuesday.
Iowa, like all other states, received a settlement from the tobacco industry as part of a lawsuit seeking to collect damages for the cost of treating smoking-related illnesses. The state invested the money in bonds. Now, officials are moving to refinance those bonds in light of a brightening market.

The deal is complex and the numbers could change depending on market conditions when the transaction is closed next month.
Department of Management head Michael Tramontina said $50 million of the proceeds will come free of any restrictions on how it can be used, while $94 million will have restrictions.


‘‘Those proceeds will have to be spent on infrastructure, on capital projects,’’ Tramontina said.


Vilsack has proposed splitting the windfall between water quality improvement programs, economic development and capital construction.
‘‘We’ll have to try to do that,’’ Tramontina said.
The news brightens the financial picture for lawmakers, who will convene in January. It gives them a substantial injection of extra money to spend without being forced to raise taxes.


State tax collections have been running ahead of projections, fueled by an improving economy. That means fewer budget problems lawmakers will have to face when the next legislative session starts.
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10. Winegrowers Marvel at Big Harvest With Good Quality
By Jim Wasserman - Sacramento Bee
October 26, 2005
California's 2005 wine harvest is shaping up as a home run for both consumers' pocketbooks and palates, as wine experts say the unexpectedly large crop will also prove a winner for quality. 

"From the consumer point of view it's a perfect vintage," says Bill Turrentine, president of Turrentine Wine Brokerage in San Anselmo. 

Some predict a California wine grape harvest of 3.15 million tons, 10 percent to 20 percent larger than average and far more than the past two years. The state accounts for 90 percent of the nation's wine production and 10 percent of the wine produced globally. 

"Consumers will have more choices and better pricing," says wine broker Glenn Proctor of San Rafael-based Joseph W. Ciatti Co. "The crop in California is bigger than any of us thought." 

Mechanical harvesters and farm workers are picking the state's biggest wine grape crop since 2000. Most think the harvest on 453,000 acres will continue into November. 

Winemakers such as Ryan Leeman of Lodi's Van Ruiten Family Winery, which markets wine under its own label, are marveling over "spectacular" colors and flavors after an unusually cool, rainy spring, month-long summer heat wave and cool autumn. 

California's grape picking comes on the heels of big harvests in the Southern Hemisphere and throughout Europe, stirring fears of oversupply among growers in the state. 

"This is going to have an impact. It looks like we're going to have excess again," says Robert H. Smiley, director of wine industry programs at UC Davis. 

Wine industry observers say excess could eventually lower prices for those who grow cabernet sauvignon and for the Central Valley farmers who grow for wines priced below $7. These so-called "value" wines account for 68 percent of wine cases sold nationally, according to the Wine Institute in San Francisco. 

Contracted prices to growers are slightly higher than last year, but spot prices are slipping as the harvest comes in. Lodi-area contract prices range from $350 a ton for cabernet sauvignon to $750 per ton for pinot grigio, while foothills wineries are paying $800 to $2,200 per ton depending on varieties. Napa and Sonoma County prices are typically more than triple the prices paid in the Central Valley. 

Brokers like Turrentine say it's hard to gauge how the harvest will affect next year's prices. 

"We've got strong growth in sales, and the large harvest could be a one-time phenomenon," he said. 

The $15.2 billion California wine industry is just now recovering from wine grape surpluses that began in 2000 and eventually launched the phenomenon of $1.99 California wines. It prompted growers to tear out 100,000 acres of wine grapes, mostly in the San Joaquin Valley south of Lodi. 

Smiley and others predict a glut from this season would not be as long-lasting. 

California wine consultant John Gillespie says the 2005 harvest could be soaked up more quickly because of favorable wine prices, rising exports and growing U.S. demand for wine from baby boomers and a new wine-drinking generation in its 20s. Together, they've driven wine consumption in the United States to a historic high of 688 million gallons annually. That's slightly more than 3 gallons for every American adult, according to the Adams Wine Handbook, and up from 2.5 gallons a decade ago. 

In addition, tons of grapes might be left on the vines this year as near-simultaneous ripening in the state's 45 wine grape growing counties exceeds the wineries' abilities to crush them all. 

While California would rank fourth worldwide in production if it were a nation _ behind France, Italy and Spain _ industry research shows U.S. consumers are becoming less loyal to California wine. 

Pressed by wines from Australia, Chile, Argentina, South Africa and Spain, California's share of U.S. consumption has fallen from 75 percent to 67 percent in the last decade, says Barbara Insel, managing director at MKF Research LLC in St. Helena. 

"It's primarily in the under $8 wine," she says. "The Australians have big mechanized vineyards that we don't have. Spain, too, has a huge capacity to produce wine and at much lower prices." 

The competition has made winners of American wine buyers, says Ciatti wine broker Greg Livengood, who specializes in Southern Hemisphere wines. 

"It's very good for the consumer in the U.S. This is the market where everybody wants to be now," he says. "All the world's wine-producing regions want to be in the U.S. It's a growing market." 

California winemakers feel, however, this year's vintage may give them an edge. 

"The flavors are great. The evenness and color is just spectacular this year," says Paul Bush, owner of Madrona Vineyards near Camino in El Dorado County. 

Some reports, however, said the same was true earlier this year in Australia, South Africa, Chile and Argentina. 

"The proof will be in the bottles," says Karen Ross, president of the California Association of Winegrape Growers. 

[image: image11.emf]
11. Got Beer? A-B Plots Health Pitch
By James B. Arndorfer
October 19, 2005 
Brewer looks to buoy struggling suds sales with category-wide push 
Beer, it does a body good. 

Anheuser-Busch is orchestrating a marketing push that aims to boost not just its own suds but the image of the entire sagging beer category, which has suffered as more consumers pick up wine and spirits. 

One possible, and potentially controversial, message: Beer is good for you. 

The No. 1 brewer plans to work with third-party experts to push this line, A-B marketing vet Bob Lachky said at an industry trade group meeting last month. 

"There is a prevailing fallacy that wine is somehow healthy and beer is not," said presentation materials for Lachky, who now is executive vice president-global industry development for A-B. "This is wrong. … We can’t tell the story directly, but we will work hard to give the platform to independent third-party experts who confirm that moderate drinking of any alcohol can be better than abstinence for most adults." 

Federal regulations limit health claims in alcoholic beverage marketing and labeling. In 2003, the alcohol regulation arm of the U.S. Treasury Department said labels and ads can’t contain "any health claim that is untrue in any particular or tends to create a misleading perception." While some studies have shown benefits of moderate consumption, "it is also clear that alcohol can have devastating effects on some individuals and any individual who regularly consumes in large amounts." 

A-B’s effort to get the message out through other means is sure to draw close scrutiny. 

"It’s the new wonder drug," said Amon Rappaport, a spokesman for the Marin Institute, an alcohol-industry watchdog. "It’s contradictory for a company like Anheuser-Busch, whose primary interest is to sell more beer, to say it’s now interested in people drinking less." 

A publication of the Center for Science in the Public Interest, citing previous remarks by Lachky, last month said: "We will continue to monitor (A-B) activity in this area and insist that (regulators) crack down on unsubstantiated and misleading claims suggesting that beer drinking is healthy." 

A spokesman for the Alcohol and Tobacco Tax and Trade Bureau, the arm of Treasury that regulates the industry, said the agency doesn’t have jurisdiction over what third parties say — so long as comments don’t amount to an ad that violates regulations. 

A-B didn’t return calls. But Lachky’s presentation materials specifically cited the work of Meir Stampfer, chairman of the epidemiology department at the Harvard School of Public Health. Stampfer’s research says that moderate consumption of wine, beer or spirits is associated with a variety of health benefits, including lowered risk for heart disease — and can be better for many people than total abstinence. 

No ‘pretense’ 

Stampfer said the brewer informed him of its plans. In August, he spoke at an A-B sponsored media luncheon in New York where he described his research. 

He said he said he is not working as a consultant for A-B or receiving compensation (A-B did cover his travel costs to the luncheon). Nor is A-B trying to influence his message, he said. 

"Anything in the alcohol field that promotes moderation is going to be beneficial," he said. 

A-B’s category sell will go beyond a health pitch. DDB Worldwide, Chicago, is working on advertising. 

In communications, A-B plans to position beer as a social drink that doesn’t have the "pretense" of wine or spirits, according to the presentation materials. It also plans to "romance" beer, playing up its natural ingredients and the art of brewing. 

Building the beer category is crucial for A-B. With nearly 50 percent share, expansion is needed to raise sales. Miller Brewing Co. and Coors Brewing Co., both much smaller, can grow by trying to take sales away from A-B. 

Beer needs a boost. It’s lost share in recent years to wine and spirits. A recent Gallup poll found more consumers picked wine as their drink of choice over beer, 39 percent to 36 percent (within the margin of error). 
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12. Price Discounts Drain Anheuser Profits
By Jeremy Grant in Washington 

October 26 2005 

Anheuser-Busch, maker of Budweiser and Michelob beers, on Wednesday delivered a third straight quarter of lower profits as the largest US brewer continued to use pricing discounts to maintain market share.

The St Louis-based group, which over the summer sparked a price war in the US beer industry, warned that its full-year earnings would be 10 to 11 per cent lower than last year. It said net income fell by 24 per cent to $518m, or 66 cents a share, from $684, or 85 cents a share.

Patrick Stokes, chief executive, said: "We are disappointed in our sales and earnings results but are encouraged by improvement in our market share performance at the consumer level".

The three largest US brewers - Anheuser, SABMiller and Molson Coors - are engaged in a battle for market share, exacerbated by an aggressive discounting scheme kicked off by Anheuser in the summer.

This has lowered overall beer pricing, forcing Anheuser’s rivals to follow suit with discounts of their own in some of the mostly hotly contested markets such as Florida and Chicago. Anheuser’s actions helped improve its domestic market share to 49 per cent in the first nine months of the year from 48.8 per cent in the first six.

Sales to wholesalers in the quarter fell by 1.4 per cent, compared with a 3.7 per cent fall in the previous quarter.

Yet the actions came at a heavy cost to Anheuser’s operating earnings. Deutsche Bank estimated that operating income fell 17.2 per cent to $866m, about 10 per cent below its analysts’ expectations.

John Faucher, JP Morgan analyst, said: "Despite the negative sentiment that has been building for quite some time, we are surprised to see a such a miss [in Anheuser’s earnings] in the domestic beer segment given all of the reported price decreases."

Anheuser said it now expected full-year earnings per share of $2.42-$2.45, excluding one-time items, compared with $2.73 last year.

Randy Baker, chief financial officer, said the brewer had seen evidence of less use in Florida of coupon promotion schemes, as well as the implementation of price increases by some competitors. "We believe that the pricing outlook is now more favourable," he said.

He said the company was confident of raising prices next year because beer was still viewed as relatively affordable.

However, analysts are worried that even if pricing returns to pre-summer levels, the industry will suffer as drinkers continue to defect to wine and spirits. 

Banc of America analyst Bryan Spillane said: "Ongoing demand weakness continues to be an unanswered problem."

Miller’s flagship Miller Lite beer has traditionally sold at a slight discount to its Anheuser rival Bud Light, but Anheuser’s pricing actions had narrowed that gap, posing a challenge to Miller, beer industry analysts said.

Harry Schuhmacher, editor of Beer Business Daily, an industry newsletter, said: "The question in everybody’s mind is how long Miller will withstand volume losses before they drop prices even further."

Anheuser depends on the US for more than 80 per cent of its earnings, in contrast to SABMiller, which bought Miller Brewing from tobacco group Philip Morris in 2002. SABMiller derives about 16 per cent of its earnings from the US.
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