Open your own craft brewery!

FabJob Guide to

Become a
Brewery
Owner

BRENNA PEARCE

Visit www.FabJob.com



FabJob Guide to Become a Brewery Owner

Contents

About the AUthOT ..., 9
L. INErOAUCHION ...ttt sesesesesesesesesesssesesesesesssssssesnes 10
1.1 A Growth INdustry......ccccccevveiiiininiiiiicccccee 11

1.2 Owning a Brewery ... 12
1.2.1 Home Brewing vs. Commercial Brewing....................... 12

1.2.2 Types of Breweries...........cocoovvvvveeininieineninieec, 13

1.3 Benefits of Being a Brewery Owner ..........cccccccvvvcinininicncnnne. 14

1.4 Inside This Guide .......cccoviriiiiiiiniiiiiiicce 16

2. Getting Ready......ccovvieereninnnreerininnnncenninseseenssssssesssesessssssesssens 18
2.1 Learning about Commercial Brewing...........ccccovuiuiiininnnnnne. 19
2.1.1 Beer Basics ......ccceveiviiiiiiiiiiiciic 19

2.1.2 The Brewing Process........cccccecuviviiuiuiinininiiiiniiiicccines 23

2.1.3 The Product......ccooeiiiiiiiiiiiiiiiccccce 32

2.2 Skills and Knowledge You Will Need ..........cccccouviiiiiininnnnnee. 35
2.2.1 Basic SKills ....c.cooiiiiiiiiiiiiiiic 35

2.2.2 Interpersonal SKills..........ccccoeoiviviiiiiinininiiiiiniiiciiines 38

2.2.3 Business SKills.........cccooviiiiiiniiiiiiiicce 39

2.3 Learning by DOINg ........ccccccuviviiiiiiniiiiiiiiiccciiccccee 43
2.3.1 Workin a Brewery ... 43

2.3.2 Get Volunteer Experience...........ccccocovviivinricininnnnennn. 44

2.4 Learn From Other Brewery Owners..........ccococvvnencccunnnnee. 44
2.4.1 Take Brewery TourIsS......cccoeiiviiiiiiiininiiiciiiccciae 44

2.4.2 Talk to Brewery OWNers..........cccooveveivivinininininieinien 45

2.4.3 Join an ASSOCIAtION ......cccveevvieecieeeieeecree et eiee e e e 51

Copyright © 2009 FabJob Inc. . www.fabjob.com . 4


http://www.fabjob.com

FabJob Guide to Become a Brewery Owner

2.5 Educational Programs ...........ccccovveeinnnccninnneccnecene. 54
2.5.1 Business COUTSES ........ccorvimuiiiniiiiniiinicinicccececnees 54
2.5.2 Brewing COUTISES........cccvuiiriiuiniiiiiiiiiiicincciceceenes 55

2.6 Resources for Self-Study........ccccovvvivivninininiiniie, 58
2.6.1 BOOKS ...oviiiiiiiiiciic s 58
2.6.2 WeDSItes ......ccceiviiiiiiiiiiic 59
2.6.3 MagGazZINeS........ccccurmiriiiiiiiiiiiiiic s 61
2.6.4 Conferences and Festivals..........cccooviiinnniiinnnnnnn 62

3. Starting Your Brewery ......cvvcnncnncnenncnennienniesnescsnscsnescnens 64

3.1 Choosing Your Microbrewery’s Niche ........cccccccoeevriiininnnen. 65
3.1.1 Specialty Craft BreWery ........cccceoeueeeeieeieeeeieeeeeee 66
3.1.2 Brew Pub......ccoiiii 67
3.1.3 Contract Brewery ..o, 68
3.1.4 Brew-on-Premises..........ocoeevieiieiininiciiieiieceen 69
3.1.5 Organic Beer Brewery ..., 70

3.2 Options for Starting a Brewery..........cccccoecvvviiiinniicinnnnen. 71
3.2.1 Buying an Established Brewery.......c.cccocoeniiiiinnnnn, 71
3.2.2 Opening a New Brewery ........cccccevevvviviniiniininccnnnn, 79

3.3 Choosing a Brewery Name ..., 79

3.4 Your Business Plan ... 81
3.4.1 What To Include In a Business Plan...........ccccceeurennnn. 82
3.4.2 Start-Up Financial Planning..........cccccccevviicinniiccncnns 88
3.4.3 A Sample Business Plan..........ccocooeeciiiinnniiinn, 98
3.4.4 Business Plan Resources..........cccccooeviviviiiicininiincccnnnns 111

3.5 Start-Up Financing ..o 112
3.5.1 Getting Prepared..........ccccoeiiininiiiinniiiiiiniicciee 112

Copyright © 2009 FabJob Inc. . www.fabjob.com . 5


http://www.fabjob.com

FabJob Guide to Become a Brewery Owner

3.5.2 Equity vs. Debt Financing ..........ccccecevviiviinicnncnnne. 114
3.5.3 Borrowing Money..........ccccoevniiiicnncincinccccecne 115
3.5.4 Finding INVeStOrs.........cccccvvirueiininieeiinirecccreecene 118
3.5.,5 Government Programs ...........ccccocoeeiiininiiciiiniieecnn, 121

3.6 Legal Matters........ccccoeiiiiiiiiiiiiiiiiiiicccce 122
3.6.1 Your Business Legal Structure...........ccccoueveveeieieienennnnn, 122
3.0.2 TaXES ..uouiiiiiiciiieietete 128
3.6.3 INSUTANCE.....ccoiiiiiiiitiiitiitccc s 131
3.6.4 Business LiCenses.........ccccoovveiieieinieinieiniiiieicecenn, 134
3.6.5 Licenses to Manufacture and Sell Alcohol.................... 135

3.7 Laws Affecting Breweries...........cccccovveiinnniiiinncccen 137
3.7.1 Brewery Compliance Laws .......ccccceoeueeueieeieenicicienenne, 137
3.7.2 Shipping LaWs ..o 140
3.7.3 Dry County Laws ..o, 143

4. Setting up Your Brewery .......evienriennnennncseniesscsessiessesenes 145
4.1 Finding a Location.........ccccoviiiviniiiiiininiiiiiiicccceccecies 145
4.1.1 Possible Locations...........cccccevviiiiriiiiniiiiiininiiiiiicnnne, 145
4.1.2 Points to Consider .........ccoevviiniiiiniciccc 147
4.1.3 Signing Your Lease..........cccoceeveieeienieineieieeeeeeees 154

4.2 Brewery Equipment and Supplies.........cccoviiiininiiinnnnnns 163
4.2.1 Special Equipment and Supplies You'll Need............... 163
422 Brewery SUPPLers .......ccccoviiivininiicincccne 167
4.2.3 General Business Equipment and Supplies.................. 169

4.3 Brewery SOftware ..o 172
4.4 Buying from Wholesale Suppliers .........ccccocoevvviiiiiicccnnnee. 173
4.5 Prices and Terms.........ccccocoviviviiviinininininiiicccces 175

Copyright © 2009 FabJob Inc. . www.fabjob.com . 6


http://www.fabjob.com

FabJob Guide to Become a Brewery Owner

5. Running YOUr Brewery .......eeenniereeneninncneennnnsscseesnsnssesenes 177
5.1 Brewing Operations........ccccccoeiviiniiinininiiiicnccccenes 177
5.1.1 Primary Fermentation..........cccocooiviiiininiiiiiiiinnnne 178
5.1.2 Secondary Fermentation...........cccceevurviivininiinciininnnnnns 179
5.1.3 Sugar Content.........cccccoeueiiiiiiiiiiininiiince 180
514 AcCIdity ... 181
5.1.5 Other Brew Process Considerations ..........c.cccccevuruencne 183

5.2 Bottling and Labels...........cccccoereiinninii 184
521 BOHlNG...coviviiiiiiii 184
52.2 Your Label.......ccccoeviiiiiiiiiiiiciecee 186
5.2.3 Storing and Shipping Bottled Beer.............ccceueucurncnc. 189

5.3 Health & Safety for Breweries ...........cccocovenniieiinnnnnn 190
5.3.1 Plant and Grounds .........ccccceeuruiiiiininciciiiiccccce, 190
5.3.2 Brewery Equipment and Utensils .........c.ccccoeeereurrnnnnnes 193
5.3.3 Brewery Personnel Hygiene...........ccccouveiininnicnnnnne 194

5.4 Financial Management ............cccocoeveeinieinincinceeeee 195
5.4.1 BOOKKEEPING......ccocvviruiiiiiiiiiiiiiiiiicciicccecceen 195
5.4.2 Financial Statements and Reports.........cccccoeerreinnnnnnes 197
5.4.3 Building Wealth .........ccccooviiiiiiniiiiiiiiiiicccie 205

5.5 EMPIOYEES ......cvoveieiiiiic s 209
5.5.1 When to Hire Help ......cccovuiiiiiniiiiiiiiiiiiiiccie 211
5.5.2 Recruiting Staff ..., 213
5.5.3 The Hiring Process ........ccccceoeeiviviiuiicinininiiininiiccinnns 214
5.5.4 New Employees.......cccooviiiiiiccnccccccccccciine, 218

Copyright © 2009 FabJob Inc. . www.fabjob.com . 7


http://www.fabjob.com

FabJob Guide to Become a Brewery Owner

6. Selling YOUur Beer ........iciciiiiiiiiiiisinsssesssesesssesssssssesenenes 222
6.1 Pricing Your Beer ..o, 222
6.1.1 General Pricing Guidelines..........c.ccccccceenveicinnvccnnne 222
6.1.2 Pricing Formulas..........cccoooeirieeniiiiiceeeeee, 223
6.1.3 Profit Margin vs. Percentage Markup..........cccccouvueueuence 224

6.2 Getting Paid........ccoovveiiiiiii 226
6.2.1 Accepting Debit Cards.........cccccceevreiinnnicinineecenne 227
6.2.2 Accepting Credit Cards........cccoeveerieeeieicccccc, 227
6.2.3 Accepting Payment Online ...........cccccccovrviiiininicinnne 228
6.2.4 Accepting Checks .........cccoeueueirieieieiciiieicceceeeee 229

6.3 Marketing Your Beer.........ccccoviiiinniiiininiiccccce 229
6.3.1 AdVertisSing.........cccceeeereecicceccccee e 230
6.3.2 Free PUDLCItY.....cccooiiiiiiiiiiiiiiiicccccccce 234
6.3.3 Promotional ToOls.........cccccceceuriininiiiiiniiiiiiicccns 237
6.3.4 Your Website..........ccccoeuriiiiiniiiiciccccca 240
6.3.5 Networking and Referrals..........ccccoovrrriiiniinnnnn, 245
6.3.6 Your Grand Opening...........ccceuvevueeininnecciiiniiccinnnes 247
6.3.7 Beer Tastings........ccccoooeiiniiiiiiiiiii, 250

6.4 Host Brewery Tours ... 253
6.5 Working with Distributors............cccoceeeeeieinice 254
6.6 Selling Beer Online...........ccccccevvviiuiinininiiininicciccccens 257
CONCIUSION ..ottt sssssssssssesenes 259

Copyright © 2009 FabJob Inc. . www.fabjob.com . 8


http://www.fabjob.com

FabJob Guide to Become a Brewery Owner

1. Introduction

Congratulations on taking the first step toward starting up your own
brewery. If you are like many successful brewery owners, you not only
have an appreciation for good beer, you're probably also a hobbyist. If
you have been brewing in small batches at home, you've probably had
lots of positive feedback from everyone who has tried your beer. You've
perfected your recipes, and you're ready to launch your beer on the
beer drinking world, but you're not quite sure how to get it all together
and get your brewery up and running.

This guide was written for people just like you. We recognize that there
are lots of books about how to brew beer out on the market, but not for
the sole purpose of helping you put together all the necessary elements
and do the pre-planning for the ideal brewery you have in mind. You
will find everything you need to get started with your brewery concept
right here in this guide.

In this chapter, we’ll look briefly at the industry and give you a brief
overview of how running a commercial brewery is different from brew-
ing beer at home for a limited audience. This chapter also covers the
benefits of running your own brewery and outlines the steps needed to
get started.
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1.1 A Growth Industry

According to a Beer Institute/National Beer Wholesale Association re-
port, the brewing industry accounted for more than $35 billion dollars
in sales during 2008. Compare that to sales in 2002 of around $18 billion
reported by the U.S. Economic Census, and that’s an increase in sales of
nearly 94% in just six years. Of course, these figures include the major
breweries, but a significant portion of the sales numbers belonged to
craft brewers and other small scale beer producers.

The Brewers Association reports that in 2008, the craft brewing indus-
try generated $6.3 billion. This represents a market share of 4% of beer
production. In addition, U.S. craft brewers generated an impressive 6%
of all beer sales in 2008.

There are other indications that the brewing industry is a vibrant one.
For example, in the U.S. Economic Census in 2002, there were 379 brew-
eries represented. Compare that with 1,525 breweries represented in
the industry as of July 31, 2009, and you can see the number of brewer-
ies has more than quadrupled. Of course, these figures include the ma-
jor breweries, but a significant portion of the sales numbers belonged
to small scale beer producers or microbreweries (also known as craft
breweries).

Beer as an Economic Indicator

You've probably read a few discouraging stories in the news this year
that beer sales are declining. Many media outlets have reported that
sales have been hit hard by the recession. For example, one major news
outlet reported in January that beer sales in the U.S. had increased in
2008 by only about half a percent over the previous year. However, by
mid-year this year, most of the publicly-traded major breweries had
reported increased revenues from last year.

Another factor in your favor as a new brewery owner is that domestic
beers are becoming more and more appreciated as the economy has
weakened. At the same time, or perhaps as a direct result, beer imports
have been on the decline. The Brewers Association cites that sales of
imported beers had declined by nearly 10% in the first half of 2009.
That’s good news for you! There has never been a better time to open
your own brewery.
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Industry Trends

According to Paul Gatza, Director of the Brewers Association, which
represents craft brewers, there are some trends to be aware of as a start-
up brewery. Here are some of the trends the Brewers Association is
noticing:

» A growth in hoppier beers like India Pale Ale
» Experimentation in seasonal releases
» More Belgian inspired sour beers and barrel aged beers

« A shift from contract brewing and brewpubs to microbreweries
and regional craft brewers

» Savvier distributors who “understand the value proposition of
craft brewed beers and the types of establishments that should
focus on the beers and brands and customers”

¢ Greater understanding in the culinary world of good pairing with
craft beers, as well as greater use and appreciation among culi-
nary types in preparing meals with beer

We'll look at types of breweries, distributors and how to find customers
for your beer later in the guide.

1.2 Owning a Brewery

1.2.1 Home Brewing vs. Commercial Brewing

There are many similarities between home brewing and commercial
brewing. For example, the brewing process mainly consists of turning
a wort into a beer by adding yeast to it, fermenting and removing waste
products of fermentation, and then bottling the finished product. How-
ever, there are some very distinct differences.

You're probably coming into this industry having already produced
some very nice home brewed beers and ales. You've likely experiment-
ed with flavors a little (or a lot). Maybe you invested in a bottling appa-
ratus or two, and found some fancy bottles to put your brew into. You
might even have gone so far as to produce your own label to let every-
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one know that this is “your” beer. All of these activities have prepared
you for opening your own brewery.

But there are differences when brewing at the commercial level. For
example:

* You'll need to produce beers and ales in mass quantities now.

* You’'ll need to be able to reproduce those flavors you came up
with or invent new ones.

 You'll need to keep those flavors consistent batch after batch.

 You'll need to insure that every step of the process is sanitary and
safe in order to meet health and safety requirements demanded
by regulatory agencies.

* You'll need to insure that the alcohol content of your beers and
ales meets levels prescribed by those same agencies.

* You'll need to have your own bottling line and keg filling equip-
ment.

* Your bottles will need professionally designed labels with a unique
logo, theme, colors, text, etc., and you’ll need to make sure that all
the information required by regulatory agencies such as where the
beer is produced, ingredients it contains, and alcohol content are
printed on the label.

« Finally, you'll need a marketing plan to get your beer known to
wholesalers, agents, restaurants, bars, and the general public.

We’ll look at all these points in detail later in the book.

1.2.2 Types of Breweries

You probably have a picture in your head of the type of brewery you
want to run. It’s likely based on other regional craft breweries or on
brewpubs you have visited. In fact, there are a number of different types
of breweries that you can think about opening. We'll look at these differ-
ent niche or specialty breweries more in depth later on in this guide.
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Specialty Craft Brewery

A specialty craft brewery generally starts out with a few (as few as one)
styles or types of beer. This is probably the most common brewery for
new start-ups, because the specific processes that go into the beer are
already familiar to the brewer. Later, many brewers branch out into
more experimental brews.

Brew Pub

Brew pubs are another popular choice among start-up brewers. Some-
times the owner of an existing restaurant or bar wants to add a unique
feature to its business. A brew pub lets the owner create its signature
flavors of beer and even build a menu around them. If this type of
brewery appeals to you, you'll find plenty of information in this guide
to help you get started.

Contract Brewery

A contract brewery might be considered a “virtual” brewery. That
doesn’t mean that it exists online on the Internet, but that it doesn’t actu-
ally own the brewing facilities with which its beers are brewed. Instead,
the brewery owner contracts its production out to an existing brewery.
To start this type of brewery all you need is a space in a building with
room enough for your office. You could even start this type of brewery
right from your home.

These are just a few of the different niche breweries you might consider
starting. We’ll look at them more in-depth later in the guide, and in-
troduce you to a couple of other niche breweries. No matter what type
of brewery you wish to start, you'll find many helpful tips and useful
information in this guide.

1.3 Benefits of Being a Brewery Owner

If you've been looking for a career that offers excitement, freedom, and
financial independence, then this is the one for you. If bringing pleasure
to others, personal freedom, or building a legacy through your own
personal beer label appeal to you, then you’ve found the right business.
Being a brewery owner offers these opportunities and more.
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Here’s how Ken and Bennett Johnston, owners of Fearless Brewing
Company, characterize the benefits of owning their own brewery:

“Our primary objective was to create a lifestyle. We live on a river
in the country, we report to no one, we make enough money to live
comfortably, and we get to use business and creative skills we have
developed over the years. Plus, our product brings joy to many, and,
even better, we enjoy the heck out of it. What could be better?”

Bring Pleasure to People

As a brewery owner you’ll bring pleasure to countless thousands of
people now and into the future. Imagine your label being available at
restaurants far and wide, toasted at celebrations of all kinds, talked
about and reviewed and desired by everyone who comes in contact
with it. You'll be part of people’s daily lives, bringing pleasure to them
in ways you can’t even begin to imagine.

Freedom

Owning your own business will give you freedom in numerous ways.
If you're coming into this industry from a full-time day job, think of the
independence you will have by being your own boss. No more nine-to-
five, and you can come and go as you please.

Once you're up and running and successfully producing your beer,
you will experience the thrill of financial freedom. You’ll also have the
freedom to experiment with new beer styles, develop something truly
unique, and express your creativity.

Benefit Your Community

As a brewery owner you may also benefit your local community. Many
breweries become popular tourist destinations because of the brewery
tours they offer or that are offered through local or regional tourism
companies. As a result, you will help to bring in extra income for other
people in your area who are also involved in the local tourism indus-
try. Restaurants, hotels and motels, bed and breakfasts and many other
businesses that cater to tourists will all benefit from the presence of
your brewery.
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Many other businesses will also benefit as a result of your decision to
become a brewery owner. You will do business with trucking compa-
nies, bottling companies, and distributors. As a result of all this activity
centered on your brewery, you will contribute to the local job market
and become a major part of the local economy.

Build a Legacy

Many people are enchanted by the romantic notion of owning their
own brewery. As you'll discover while reading this guide, starting and
operating a brewery is a lot of work. But just imagine that you will have
the opportunity to create a lasting legacy. Some breweries have been
operating for a couple of generations. You will have the opportunity to
make your brewery a lasting, respected part of the local community.

Income and Growth Potential

And of course, we can’t forget the potential for earning a great income.
Many small craft brewers have gone on to become regional brewer-
ies. Some of them have gone on to sell their breweries to major brew-
ing companies for millions of dollars. For example, Sleeman Brewery
started out this way and was eventually purchased for $400 million by
brewing giant Sapporo Breweries.

1.4 Inside This Guide

The FabJob Guide to Become a Brewery Owner is organized to help take
you step-by-step through the basics you will need to open and operate
your own store. The chapters are organized as follows:

Chapter 2 (“Getting Ready”) explains how to learn the skills you will
need as a brewery owner. It covers the basics of brewing in a commer-
cial brewery then covers ways of learning from experts and through
observation. You will also discover how to “learn by doing” . You’ll also
find resources for learning more on your own.

Chapter 3 (“Starting Your Brewery”) will help you decide what kind of
brewery you should open. This chapter discusses different types of
breweries to consider opening. It will also help you decide whether
to buy an existing brewery or open a new one. It also explains what
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you need to get started, including your business plan, start-up financ-
ing, brewery name, and other important matters. In this chapter you'll
also find the information you need about legal and tax issues specific to
breweries.

Chapter 4 (“Setting Up Your Brewery”) offers the information you need
to actually set up your brewery. It gives advice on how to choose a loca-
tion, brewery software you can use to manage your brewery, and more.
You will also discover what equipment and supplies you will need and
who sells it.

Chapter 5 (“"Running Your Brewery”) takes you into the day-to-day chal-
lenge of running your brewery once it’s open. It explains the brewing
process and testing, bottling and labeling, health and safety consider-
ations for breweries, and also covers financial management, and work-
ing with staff and customers.

Chapter 6 (“Selling Your Beer”) will show you how to price your beers.
We'll also introduce you to ways you can market your beer to potential
customers. We’ll look at ways you can make people more aware of your
brand and offer some ideas about special events you can hold at your
brewery to get people interested. Finally, we’ll offer some advice about
working with distributors and how to sell your beer online.

By following the steps in this guide, you will be well on your way to liv-
ing your dream — opening your own successful commercial brewery.
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