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Issue 

The current Alberta Gaming and Liquor Commission (AGLC), Markup Rate regime provides access 
for  craft breweries to the Connect Logistics Services alcohol distribution system at a 
reduced Wineries/Meaderies are not extended this support, 
putting small scale industry at a competitive disadvantage. 

Background 

The craft distillery business represents an exciting area of growth throughout North America. The 
lure of diversifying local economies has led many jurisdictions to create distillery friendly 
regulations and tax relief to attract entrepreneurs. This has led to the establishment of over 700 
new North American craft distilleries in the past decade, including 60 in Canada.246 Alberta is home 
to nearly 30 producers. The past fifteen years has also seen rise to a cottage fruit wine and mead 
industry that is ready to expand its horizons. 

remain intertwined with our incredible agricultural sector. As a world class provider of wheat, 
barley 
ingredients for spirits and fruit wines. With 
agricultural base, the craft liquor industry is on a path to success. 

Unfortunately, there remain regulatory obstacles hindering this success. AGLC operates the 
provincial alcohol warehousing and distribution system through a company called Connect 
Logistics Services Ltd. This centralised system is a monopoly on alcohol distribution, and charges 
all manufactures a markup rate per litre on its products. The rates vary according to the category 
of alcohol. Currently, the categories are: 

1. Spirits 

2. Refreshment Beverages 

3. Wine and Sake 

4. Fruit Wine and Mead  

5. Beer 

Within each category there are varying levels of markup, roughly in relation to the percentage of 
alcohol, or in relation to the distribution method. This is where the inequitable playing field for craft 
distillers, wineries, and meaderies are revealed. 

Craft spirit distillers, wine and mead producers must pay the full markup rate for their products. 
This markup adds from $10.36 to $18.33 per litre sold for distillers and from $3.91 to $6.56 for 

 
246 Alberta Craft Distillers Association White Paper 2015 https://d6235f42-8bbb-49c4-82b7- 
db9d8ea51ed6.filesusr.com/ugd/32504c_7f7781c099ca495185ee6c9fce5a5620.pdf 
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fruit wineries.247 This is a standard rate applied to all spirits and wines, whether produced by major 
international corporations or by small local small businesses. Craft distillers, wine and mead 
producers can access a lower rate, but only if the product is sold from their manufacturing site or 
at artisan markets. 

Clearly, no business can grow if it essentially excludes itself from the distribution system, but it is 
just as clear that small business cannot compete against the powerful and wealthy global alcohol 
companies. The high per liter fees represent a minor inconvenience to multibillion-dollar 
corporations, who dominate advertising and retail space. For small scale businesses, adding such 
costs to their products cuts straight to their bottom line. 

Considering the potential employment and economic activity that craft distilleries, wineries, and 
meaderies represent to local economies and as a market for Alberta agricultural products, the 
province has a keen interest in seeing this industry grow. Fortunately, rectifying the distribution 
cost difficulties for Albertan producers is as simple as providing a level playing field for all Alberta 
entrepreneurs. 

The Markup Rate fees are based upon alcohol percentage and distribution method. For craft 
distillers, wineries, and meaderies, the only relief is by attempting to sell their products without 
distributing through the Connect Logistics Services Ltd. But Alberta craft beer brewers have a path 
to the store shelves. Craft breweries can qualify for a significantly reduced markup rate within the 
Connect distribution system provided the  total sales do not exceed a predefined limit 
(400 000 hectolitres). This clause has allowed Alberta to become home to several successful craft 
brewing companies. 

Some craft alcohol producers manufacture and distribute their products in the same facility with 
production facilities and a retail space within the same building. They are in essence acting as both 
a manufacturer and a licensee. When moving product, either on paper or physically, from 
production to retail a craft distiller is considered a licensee that is buying their own product and is 
required to send payment to AGLC for the whole sale price. This payment is capital that is then 
unavailable to the manufacturer. When the AGLC receives this payment, they will then deduct a 
deposit fee, recycling fee, markup and GST.248 Once they have collected these deductions the 
difference is then sent back to the manufacturer, which can take weeks. The solution for this is 
simple. Allow producers who both manufacture and sell their product in the same building to 
calculate the deductions required by AGLC and remit only this portion instead of the entire 
wholesale price. This is especially important for craft distillers who are in the start-up phase of 
their business where access to capital and having cash flow available is imperative. It will also 
enable them to move their product more freely from production floor to retail space, allowing them 
to meet the demand for their product without impeding their cash flow. 

Craft alcohol is an industry in its infancy with incredible potential. But the North American and 
European industry is pushing ahead of Alberta, assisted by regulatory and tax revisions. As 
jurisdictions nurture their craft industry, Alberta risks being outcompeted by brands with a decade 
of growth. Reducing markups for small scale producers can give small businesses a chance to 
compete. This support in accessing the market will strengthen the businesses and positively affect 
provincial revenues, as new well-paying jobs are added to economy. As with any new industry, 

 
247 https://aglc.ca/liquor/about-liquor-alberta/liquor-markup-rate-schedule 
248 AGLC Liquor Manufacturer Handbook, section 5.4, Self-Distribution (Non-consignment) Payment 
https://aglc.ca/sites/aglc.ca/files/2020-04/20-03-27_LM_Handbook.pdf 
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craft alcohol faces many hurdles in 
them. A fair and equal rate for small producers, regardless of type of alcohol, is overdue. To give 
our distillers, wineries and meaderies a chance to compete in the corporate dominated alcohol 
industry, Alberta must give them the competitive support they need by extending the small volume 
reduced rates to spirit distillers, wineries and meaderies. 

The Alberta Chambers of Commerce recommends the Government of Alberta: 

1. AGLC and Connect Logistics implement a markup rate per litre reduction for small scale 
distilleries, wineries, and meaderies; 

2. AGLC and the Alberta Craft Distillers Association, and the Alberta Cottage Wineries and 
Meaderies Association open a dialogue to establish the appropriate definition of a small-
scale producer; 

3. AGLC and the Alberta Craft Distillers Association, and the Alberta Cottage Wineries and 
Meaderies Association open a dialogue to establish the appropriate markup rate for small 
scale producers; and 

4. Allow liquor manufacturers who produce and sell product from the same facility to 
calculate AGLC deductions including deposit fee (if applicable), recycling fee (if applicable), 
markup, and GST and only remit this portion from the wholesale price. 

 

  


