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Checklist

In alcohol, small operational changes can create significant tax consequences. Excise tax is
jurisdiction-specific, classification-driven, and formula-driven. When tax is reported late, or not
at all, the financial impact shows up in margin erosion, audit exposure, shipment delays, and
reputational risk.

This checklist outlines operational triggers where tax involvement is required to protect
profitability, prevent penalties, and support growth.

1. Product & Formula Changes

Executive Risk: Margin loss, accrued interest and penalties, increased scrutiny.
In alcohol, even minor formula changes can shift a product into a different excise tax
class at the federal or state level. That shift can materially alter tax rates and regulatory

obligations.

Tax must be notified before changes to:

Alcohol by Volume (ABV)
Carbonation levels
Fermentation source (malt, wine base, spirits base)

Flavorings or added ingredients

Sweeteners or blending components
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Why this matters:

A shift from under to over a tax threshold (e.g., ABV tier changes) can increase federal or
state excise rates. If caught in an audit, adjustments are retroactive, with penalties and
interest.

2. New Product Launches & Label Updates

Executive Risk: Mispricing, relabeling costs, and launch delays.

Product attributes drive tax treatment. Label decisions often lock in compliance
obligations before tax has reviewed the impact.

Tax should be included in:

Pricing strategy discussions (to ensure tax is fully modeled into margins)

Final ABV and volume confirmation before label submission
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E Packaging size changes

I Product line extensions (ready to drink (RTD), flavored malt beverages, wine-based
cocktails)

Why this matters:
In alcohol, the label is not just for marketing, but also for compliance. Incorrect assumptions
can trigger rework, delayed distribution, or excise recalculations that erode profit on day one.

3. Sales, Shipping & Distribution Changes

Executive Risk: permit/license suspension, excise tax penalties, forced market exits.

Direct-to-consumer (DTC) alcohol sales are not simply an e-commerce expansion. They
create excise tax liability, licensing obligations, reporting requirements, and volume thresholds
in every state you ship into. Unlike traditional wholesale distribution, DTC shifts the compliance
burden directly onto the shipper.

Tax must be involved when:

Entry into any new DTC state

Platform expansions (website, marketplace, wine club, subscription)
Promotional programs that may alter invoice structure

Changes to fulfillment partners or 3PL warehouses

Volume increases that could impact bond sufficiency

Changes in product classification that affect DTC tax rates
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Why this matters:

Changing fulfillment locations, adding new shipping states, or switching 3PL partners can
instantly create new excise registrations, filing requirements, and tax rates. Without tax
review, we risk shipping without proper permits, triggering retroactive liabilities, penalties,
or even suspension of DTC privileges in key markets.

4. Operational & Supply Chain Adjustments

Executive Risk: Hidden excise exposure, bond insufficiency, reporting breakdowns.
Alcohol excise tax is tied to production volumes, removals, and transfers in bond.
Tax should review:

Changes in production volume
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New co-packing or contract manufacturing relationships

Bulk transfers or alternating proprietorship arrangements

Bond increases or facility expansions
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ERP or inventory system changes impacting volume tracking
Why this matters:
Excise tax reporting relies on precise volume reconciliation. Operational shifts can create

discrepancies that surface during Alcohol and Tobacco Tax and Trade Bureau (TTB) or
state audits.

5. Strategic Growth and M&A Activity

Executive Risk: Inherited liabilities, new unfavorable tax exposures.

M&A and expansion carry embedded excise tax risk. Each new state or jurisdiction has its own
rules and regulations; some may be disadvantageous to the business model or margin
structure. Early tax involvement ensures these risks are identified and mitigated before
commitments are made.

Tax must be engaged in:

Market expansion planning

Acquisitions or asset purchases

New production facilities

Brand acquisitions or reformulations

10000

Changes in ownership structure impacting permits

Why this matters:
Excise liabilities follow the business. Early tax diligence prevents acquiring unrecorded
exposure and ensures integration does not disrupt compliance continuity.
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Executive Summary: What We Are Asking For

To protect margin and de-risk growth, we recommend:

Formal inclusion of tax in product development workflows

Required tax review before formula or label submission

Tax sign-off for new state or channel expansion

Quarterly tax-operational alignment meetings

Integration of compliance tracking into operational systems
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The Business Case

When tax is broughtin early:

e We prevent overpayments and underpayments
e We protect contribution margin at launch

We reduce audit exposure

We avoid distribution disruption

We safeguard the company’s reputation

If tax isn't at the table, risk is. Schedule a ComplylQ demo to see how real-time operational
intelligence helps tax leaders stay informed, engaged, and ahead of alcohol compliance risk.

Talk with an expert
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