MICHIGAN LIQUOR CONTROL CODE OF 1998
Act 58 of 1998

AN ACT to create a commission for the control of the acoholic beverage traffic within this state, and to
prescribe its powers, duties, and limitations; to provide for powers and duties for certain state departments and
agencies, to impose certain taxes for certain purposes; to provide for the control of the alcoholic liquor traffic
within this state and to provide for the power to establish state liquor stores; to prohibit the use of certain
devices for the dispensing of acoholic vapor; to provide for the care and treatment of alcoholics; to provide
for the incorporation of farmer cooperative wineries and the granting of certain rights and privileges to those
cooperatives,; to provide for the licensing and taxation of activities regulated under this act and the disposition
of the money received under this act; to prescribe liability for retail licensees under certain circumstances and
to require security for that liability; to provide procedures, defenses, and remedies regarding violations of this
act; to provide for the enforcement and to prescribe penalties for violations of this act; to provide for
alocation of certain funds for certain purposes; to provide for the confiscation and disposition of property
seized under this act; to provide referenda under certain circumstances; and to repeal acts and parts of acts.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;00 Am. 2005, Act 320, Imd. Eff. Dec. 27, 2005.

The People of the State of Michigan enact:

CHAPTER 1

436.1101 Short title.
Sec. 101. This act shall be known and may be cited as the "Michigan liquor control code of 1998".
History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

436.1103 Meanings of words and phrases.

Sec. 103. For the purposes of this act, the words and phrases defined in this chapter have the meanings
ascribed to them in this chapter, unless the context requires otherwise.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

436.1105 Definitions; A, B.

Sec. 105. (1) "Alcohol" means the product of distillation of fermented liquid, whether or not rectified or
diluted with water, but does not mean ethyl or industrial alcohol, diluted or not, that has been denatured or
otherwise rendered unfit for beverage purposes.

(2) "Alcohol vapor device" means any device that provides for the use of air or oxygen bubbled through
alcohalic liquor to produce a vapor or mist that allows the user to inhale this acoholic vapor through the
mouth or nose.

(3) "Alcoholic liquor" means any spirituous, vinous, malt, or fermented liquor, powder, liquids, and
compounds, whether or not medicated, proprietary, patented, and by whatever name called, containing 1/2 of
1% or more of alcohol by volume that are fit for use for food purposes or beverage purposes as defined and
classified by the commission according to alcoholic content as belonging to 1 of the varieties defined in this
chapter.

(4) "Alternating proprietorship” means 1 of the following:

(a) An arrangement in which 2 or more wine makers or small wine makers take turns using the same space
and equipment to manufacture wine under section 603(9)(a) and in accordance with 27 CFR 24.136.

(b) An arrangement in which 2 or more brewers or micro brewers take turns using the same space and
equipment to manufacture beer under section 603(9)(b) and in accordance with 27 CFR 25.52.

(5) "Approved tasting room" means a tasting room that is approved by the commission. A licensee with an
approved tasting room is not a retail licensee as that term is used in this act and the rules promulgated under
this act except for sections 701, 801, 803, 815, 905, and 906.

(6) "Authorized distribution agent” means a person approved by the commission to do 1 or more of the
following:

(a) To store spirits owned by a supplier of spirits or the commission.

(b) To deliver spirits sold by the commission to retail licensees.

(c) To perform any function needed to store spirits owned by a supplier of spirits or by the commission or
to deliver spirits sold by the commission to retail licensees.

(7) "Bar" means a barrier or counter at which alcoholic liquor is sold to, served to, or consumed by
customers.
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(8) "Beer" means a beverage obtained by alcoholic fermentation of an infusion or decoction of barley,
malt, hops, sugar, or other cereal in potable water.

(9) "Bottle" or "bottling" means a process, separate from manufacturing, using owned or leased equipment
to fill and seal a container, including a keg, with acoholic liquor for sale at wholesale or retail in accordance
with this act. Bottle or bottling does not include filling a growler for sale at retail.

(10) "Brand" means any word, name, group of letters, symbol, trademark, or combination thereof adopted
and used by a supplier to identify a specific beer, malt beverage, wine, mixed wine drink, or mixed spirit
drink product and to distinguish that product from another beer, malt beverage, wine, mixed wine drink, or
mixed spirit drink product that is produced or marketed by that or another supplier. As used in this subsection,
"supplier" means a brewer, micro brewer, an outstate seller of beer, a wine maker, a small wine maker, an
outstate seller of wine, a manufacturer of mixed wine drink, an outstate seller of a mixed wine drink, a mixed
spirit drink manufacturer, or an outstate seller of mixed spirit drink.

(11) "Brand extension" means any brand that incorporates all or a substantial part of the unique features of
a preexisting brand, regardless of whether the extension is beer, wine, mixed wine drink, or mixed spirit
drink.

(12) "Brandy" means an alcoholic liquor as defined in 27 CFR 5.22(d).

(13) "Brandy manufacturer" means a wine maker or a small wine maker licensed under this act to
manufacture brandy. A wine maker or small wine maker authorized to manufacture brandy shall not
manufacture any other spirits. The commission may approve a brandy manufacturer to sell brandy that it
manufactures at retail in accordance with section 537.

(14) "Brewer" means a person located in this state that is licensed to manufacture beer and sell at retail in
accordance with section 537 and to licensed wholesalers beer manufactured by the person.

(15) "Brewpub" means alicense issued in conjunction with a class C, tavern, class A hotel, or class B hotel
license that authorizes the person licensed with the class C, tavern, class A hotel, or class B hotel to
manufacture and brew not more than 18,000 barrels of beer per caendar year in this state and sell at its
licensed premises the beer produced for consumption on or off the licensed brewery premises in the manner
provided for in sections 405, 407, and 537.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;00 Am. 2005, Act 320, Imd. Eff. Dec. 27, 2005;0 Am. 2014, Act 353, Imd. Eff. Oct.
17, 2014;00 Am. 2018, Act 414, Imd. Eff. Dec. 19, 2018;00 Am. 2021, Act 19, Eff. Aug. 23, 2021;0 Am. 2022, Act 226, Imd. Eff. Oct.
14, 2022.

Compiler'snote: Enacting section 1 of Act 226 of 2022 provides:
"Enacting section 1. R 436.1625 and R 436.1726 of the Michigan Administrative Code are rescinded".

436.1107 Definitions; C to L.

Sec. 107. (1) "Cash" means money in hand, bank notes, demand deposits at a bank, or lega tender, that a
creditor must accept according to law. Cash does not include call loans, postdated checks, or promissory
notes.

(2) "Class C license" means a place licensed to sell at retail beer, wine, mixed spirit drink, and spirits for
consumption on the premises.

(3) "Class G-1 license" means a place licensed to sell at retail beer, wine, mixed spirit drink, and spirits for
consumption on the premises at a golf course having at least 18 holes that measure at least 5,000 yards and
which license is issued only to a facility that permits member access by means of payments that include
annual paid membership fees.

(4) "Class G-2 license" means a place licensed to sell at retail beer, wine, and mixed spirit drink for
consumption on the premises at a golf course having at least 18 holes that measure at least 5,000 yards and
which license is issued only to a facility that permits member access by means of payments that include
annual paid membership fees.

(5) "Club" means a nonprofit association, whether incorporated or unincorporated, organized for the
promotion of some common purpose, the object of which is owning, hiring, or leasing a building, or spacein
a building, of an extent and character as in the judgment of the commission may be suitable and adequate for
the reasonable and comfortable use and accommodation of its members and their guests, but does not include
an association organized for acommercial or business purpose.

(6) "Commission" means the liquor control commission created in section 209.

(7) "Church" means an entire house or structure set apart primarily for use for purposes of public worship,
and that is tax exempt under the laws of this state, and in which religious services are held and with which a
clergyman is associated, and the entire structure of which is kept for that use and not put to any other use
inconsistent with that use.

(8) "Distiller" means a person licensed to manufacture and sell spirits or alcohol, or both, of any kind.
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(9) "Hotel" means a building or group of buildings located on the same or adjoining pieces of rea
property, that provide lodging to travelers and temporary residents and that may also provide food service and
other goods and services to registered guests and to the public.

(10) "Class A hotel" means a hotel licensed by the commission to sell beer, wine, and mixed spirit drink
for consumption on the premises only, that provides for the rental of, and maintains the availability for rental
of, not less than 25 bedrooms if located in alocal governmental unit with a population of less than 175,000 or
not less than 50 bedrooms if located in alocal governmental unit with a population of 175,000 or more.

(11) "Class B hotel" means a hotel licensed by the commission to sell beer, wine, mixed spirit drink, and
spirits for consumption on the premises only, that provides for the rental of, and maintains the availability for
rental of, not less than 25 bedrooms if located in a local governmental unit with a population of less than
175,000 or not less than 50 bedrooms if located in alocal governmental unit with a population of 175,000 or
more.

(12) "Financia records' means any document or summary of information contained in a document,
including electronic documents, that contains information about the financial activities or position of a person
including, but not limited to, information about the assets, balance sheets, budgets, cash flow, earnings,
revenue, expenditures, income, investments, losses, liabilities, payroll, profits, retained earnings, or taxes.

(13) "License" means a contract between the commission and the licensee granting authority to that
licensee to manufacture and sell, sell, or warehouse alcoholic liquor in the manner provided by this act.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;01 Am. 2001, Act 223, Eff. Mar. 22, 2002;01 Am. 2019, Act 126, Imd. Eff. Nov. 21,
2019;0 Am. 2021, Act 19, Eff. Aug. 23, 2021.

436.1109 Definitions; M to O.

Sec. 109. (1) "Manufacture" means to distill, rectify, ferment, brew, make, produce, filter, mix, concoct,
process, or blend an acoholic liquor or to complete a portion of 1 or more of these activities. Manufacture
does not include bottling or the mixing or other preparation of drinks for serving by those persons authorized
under this act to serve acoholic liquor for consumption on the licensed premises. In addition, manufacture
does not include attaching a label to a shiner. All containers or packages of acohalic liquor must state clearly
the name, city, and state of the bottler.

(2) "Manufacturer" means, except as provided in section 603, a person that manufactures alcoholic liquor,
whether located in or out of this state, including, but not limited to, a distiller, a small distiller, a rectifier, a
mixed spirit drink manufacturer, a mixed wine drink manufacturer, a wine maker, a small wine maker, a
brewer, and a micro brewer.

(3) "Manufacturing premises’ means the licensed premises of a manufacturer where the manufacturer
manufactures alcoholic liquor or, for a small wine maker only, bottles wine.

(4) "Master distributor" means, except as provided in section 307, a wholesaler that acts in the same or
similar capacity as a brewer, wine maker, mixed spirit drink manufacturer, outstate seller of wine, outstate
seller of beer, or outstate seller of mixed spirit drink for a brand or brands of beer, wine, or mixed spirit drink
to other wholesalers on aregular basis in the normal course of business.

(5) "Micro brewer" means a brewer that manufactures in total less than 60,000 barrels of beer per year and
that may sell the beer manufactured to consumers at the licensed brewery premises for consumption on or off
the licensed brewery premises and to retailers as provided in section 203a. In determining the 60,000-barrel
threshold, all brands and labels of a brewer, whether manufactured in this state or outside this state, must be
combined and all facilities for the manufacturing of beer that are owned or controlled by the same person
must be treated as a single facility.

(6) "Minor" means an individual lessthan 21 years of age.

(7) "Mixed spirit drink" means a drink manufactured and packaged or sold by a mixed spirit drink
manufacturer or sold by an outstate seller of mixed spirit drink to a wholesaler that meets either of the
following conditions:

(a) Contains 10% or less acohol by volume consisting of spirits mixed with nonalcoholic beverages or
flavoring or coloring materials and that may also contain 1 or more of the following:

(i) Water.

(i) Fruit juices.

(i) Fruit adjuncts.

(iv) Sugar.

(v) Carbon dioxide.

(vi) Preservatives.

(b) Meets both of the following conditions:

(i) Contains more than 10% and not more than 13.5% alcohol by volume consisting of spirits mixed with
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nonal coholic beverages and flavoring or coloring materials and that may also contain 1 or more ingredients
listed in subdivision (a).

(ii) Isfilled in ameta container that meets all of the following conditions:

(A) The container has the general shape and design of a can that has aliquid capacity that does not exceed
24 ounces.

(B) The container has a closure that is an integral part of the container.

(C) The container cannot be readily closed after opening.

(8) "Mixed spirit drink manufacturer" means a person licensed under this act to manufacture mixed spirit
drink in this state and to sell mixed spirit drink at retail in accordance with section 537, or to a wholesaler, or
to aretailer as provided in section 203b. For purposes of rules promulgated by the commission, a mixed spirit
drink manufacturer is treated as a wine manufacturer but is subject to the rules applicable to spirits for
manufacturing and labeling.

(9) "Mixed wine drink" means a drink or similar product marketed as a wine cooler that contains less than
7% alcohol by volume, consists of wine and plain, sparkling, or carbonated water, and contains any 1 or more
of the following:

(a) Nonalcoholic beverages.

(b) Flavoring.

(c) Coloring materials.

(d) Fruit juices.

(e) Fruit adjuncts.

(f) Sugar.

(g) Carbon dioxide.

(h) Preservatives.

(10) "Outstate self-distributor" means a person located in another state that is the substantial equivalent of
a micro brewer, smal distiller, mixed spirit drink manufacturer, or small wine maker licensed by the
commission to sell alcoholic liquor that the person manufactured outside this state directly to a retailer under
sections 203(20), 203a, and 203b in accordance with rules promulgated by the commission. An applicant for
an outstate self-distributor license must submit a copy of its federal basic permit or brewer's notice and its
manufacturing license from the state of issuance.

(11) "Outstate seller of beer" means a person licensed by the commission to sell beer that has not been
manufactured in this state, or beer that the person purchased from a limited production manufacturer, to a
wholesaler in this state in accordance with rules promulgated by the commission. As used in this subsection,
"limited production manufacturer" means a person licensed under section 504.

(12) "Outstate seller of mixed spirit drink” means a person licensed by the commission to sell mixed spirit
drink that has not been manufactured in this state to a wholesader in this state in accordance with rules
promulgated by the commission. For purposes of rules promulgated by the commission, an outstate seller of
mixed spirit drink is treated as an outstate seller of wine but is subject to the rules applicable to spirits for
manufacturing and labeling.

(13) "Outstate seller of wine" means a person licensed by the commission to sell wine that has not been
manufactured in this state to a wholesaler in this state in accordance with rules promulgated by the
commission and to sell sacramental wine as provided in section 301.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;01 Am. 2010, Act 213, Imd. Eff. Nov. 17, 2010;0 Am. 2014, Act 42, Imd. Eff. Mar.
25, 2014;00 Am. 2018, Act 409, Imd. Eff. Dec. 19, 2018;01 Am. 2020, Act 80, Imd. Eff. Apr. 2, 2020;0] Am. 2020, Act 120, Imd. Eff.
July 1, 2020;00 Am. 2021, Act 19, Eff. Aug. 23, 2021.

Congtitutionality: In Granholm v Heald, 544 US 460 (2005), the United States Supreme Court held that Michigan laws regulating
direct shipment of alcohol to in-state consumers discriminated against interstate commerce in violation of clause 3 of section 8 of article 1

of the United States Constitution, and that the powers granted to states under the 21st Amendment to the United States Constitution do
not authorize violation of other constitutional provisions.

436.1111 Definitions; P to S.

Sec. 111. (1) "Person" means an individual, firm, partnership, limited partnership, association, limited
liability company, or corporation.

(2) "Primary source of supply" means, for domestic spirits, the distiller, producer, owner of the commaodity
at the time it becomes a marketable product, or bottler, or the exclusive agent of the distiller, producer, owner
of the commodity at the time it becomes a marketable product, or bottler, and, for spirits imported into the
United States, either the foreign distiller, producer, owner, or bottler, or the prime importer for, or the
exclusive agent in the United States of, the foreign digtiller, producer, owner, or bottler.

(3) "Professional account” means an account established for a person by a class C licensee or tavern
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licensee whose major business is the sale of food, by which the licensee extends credit to the person for not
more than 30 days.

(4) "Residence" means the premisesin which a person resides permanently.

(5) "Restaurant” means a food service establishment defined and licensed under the food law, 2000 PA 92,
MCL 289.1101 to 289.8111. A restaurant that does not hold a license issued by the commission under this act
shall not manufacture, market, deliver, or sell alcoholic liquor in this state.

(6) "Retailer" means a person licensed by the commission that sells to the consumer in accordance with
rules promulgated by the commission. Retailer includes a brewpub but does not include a manufacturer or
supplier, as defined in section 603, that is allowed as a condition of its license to sell to consumers in this
state.

(7) "Sacramental wine" means wine containing not more than 24% of alcohol by volume that is used for
sacramental purposes.

(8) "Sale" includes the exchange, barter, traffic, furnishing, delivery, or giving away of acoholic liquor.
For a sale in which a shipment or delivery of alcoholic liquor is made by a common or other carrier, the sale
of the alcohalic liquor is considered to be made in the county within which the delivery of the acohalic liquor
is made by that carrier to the consignee or his or her agent or employee, and venue for the prosecution for that
sale may be in the county or city where the seller resides or from which the shipment is made or at the place
of delivery.

(9) "School" includes buildings used for school purposes to provide instruction to children in grades
kindergarten through 12, if that instruction is provided by a public, private, denominational, or parochial
school, except those buildings used primarily for adult education or college extension courses. School does
not include a proprietary trade or occupational school.

(20) "Shiner" means an unlabeled, sealed container of wine, including a keg, that is sold by a wine maker,
small wine maker, or out-of-state entity that is the substantial equivalent of awine maker or small wine maker
to another wine maker, small wine maker, or out-of-state entity that is the substantial eguivaent of a wine
maker or small wine maker. The purchasing wine maker or small wine maker must attach a label to the
container using egquipment owned or leased by the purchasing wine maker or small wine maker, register the
wine label with the commission, and sell it as provided for in this act.

(12) "Small distiller" means a manufacturer of spirits annually manufacturing in this state not more than
60,000 gallons of spirits, of al brands combined.

(12) "Small wine maker" means a wine maker manufacturing or bottling not more than 50,000 gallons of
winein 1 calendar year. A small wine maker is not required to bottle wine it manufactures.

(13) "Specid license" means a contract between the commission and the special licensee granting authority
to that licensee to sell beer, wine, mixed spirit drink, or spirits. The license must be granted only to the
persons and the organization and for the period of time that the commission determines if the person or
organization is able to demonstrate an existence separate from an affiliated umbrella organization. If such an
existence is demonstrated, the commission shall not deny a special license solely by the applicant's affiliation
with an organization that is also eligible for a special license.

(14) "Specially designated distributor" means, subject to section 534, a person engaged in an established
business licensed by the commission to distribute spirits in the original package for the commission for
consumption off the premises.

(15) "Specialy designated merchant” means a person to whom the commission grants a license to sell
beer, wine, or mixed spirit drink at retail for consumption off the licensed premises.

(16) "Spirits" means a beverage that contains alcohol obtained by distillation, mixed with potable water or
other substances, or both, in solution, and includes wine containing an alcoholic content of more than 21% by
volume, except sacramental wine and mixed spirit drink.

(17) "State liquor store" means a store established by the commission under this act for the sale of spiritsin
the original package for consumption off the premises.

(18) "Successor to a supplier that continues in business' means a supplier that acquires a brand or brands
from another supplier and remains in business after it acquires that brand or brands. As used in this
subsection, "supplier" means any of the following:

(a) Brewer.

(b) Outstate seller of beer.

(c) Master distributor.

(d) Wine maker.

(e) Outstate seller of wine.

(19) "Supplier of spirits’ means a vendor of spirits, a manufacturer of spirits, or a primary source of
supply.
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History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;00 Am. 2008, Act 218, Imd. Eff. July 16, 2008;0 Am. 2010, Act 213, Imd. Eff. Nov.
17, 2010;0 Am. 2018, Act 415, Imd. Eff. Dec. 19, 2018;0 Am. 2020, Act 115, Imd. Eff. July 1, 2020;0 Am. 2021, Act 19, Eff. Aug. 23,
2021.

**%xx% 436.1113 THISSECTION ISREPEALED BY ACT 269 OF 2005 EFFECTIVE WHEN CONDITIONS
APPLIED BY ENACTING SECTION 2(1) OF ACT 269 OF 2005 ARE MET: See compiler's note following
Ssection **x**

436.1113 Definitions; T to W.

Sec. 113. (1) "Tasting room" means any of the following locations:

(a) A location on the manufacturing premises of a brewer or micro brewer where the brewer or micro
brewer may provide samples of or sell at retail for consumption on or off the premises, or both, beer it
manufactures.

(b) A location on or off the manufacturing premises of a wine maker or small wine maker where the wine
maker or small wine maker may provide samples of or sell at retail for consumption on or off the premises, or
both, shiners, wine it manufactured, or, for a small wine maker only, wine it bottled.

(c) A location on or off the manufacturing premises of a distiller or small distiller where the distiller or
small distiller may provide samples of or sell at retail for consumption on or off the premises, or both, spirits
it manufactured.

(d) A location on the manufacturing premises of a mixed spirit drink manufacturer where the mixed spirit
drink manufacturer may provide samples of or sell at retail for consumption on or off the premises, or both,
mixed spirit drinks it manufactured.

(e) A location on or off the manufacturing premises of a brandy manufacturer where the brandy
manufacturer may provide samples of or sell at retail for consumption on or off the premises, or both, brandy
it manufactured.

(2) "Tavern" means any place licensed to sell at retail beer, wine, or mixed spirit drink for consumption on
the premises only.

(3) "Vehicle" means any means of transportation by land, by water, or by air.

(4) "Vendor" means a person licensed by the commission to sell alcohalic liquor.

(5) "Vendor of spirits’ means a person selling spirits to the commission.

(6) "Warehouse" means a premises or place primarily constructed, used, or provided with facilities for the
storage in transit or other temporary storage of perishable goods or for the conduct of a warehousing business,
or for both.

(7) "Warehouser" means a licensee authorized by the commission to store alcoholic beverages, but
prohibited from making sales or deliveries to retailers unless the licensee is also the holder of awholesaler or
manufacturer license issued by the commission.

(8) "Wholesaler" means a person that is licensed by the commission and sells beer, wine, or mixed spirit
drink only to retailers or other licensees, and that sells sacramental wine as provided in section 301. A
wholesaler includes a person that may also act as a master distributor unless prohibited from doing so by its
supplier or manufacturer in a written agreement required by either section 305(3)(i) or 403(3)(i) and, by
mutual agreement with an outstate seller of beer, wine, or mixed spirit drink, can be authorized by the outstate
seller of beer, wine, or mixed spirit drink to do, in the manner prescribed by the commission, either or both of
the following:

(a) Register with this state the labels of the outstate seller of beer, wine, or mixed spirit drink.

(b) On behalf of the outstate seller of beer, wine, or mixed spirit drink collect excise taxes levied by this
state and remit the taxes to the commission.

(9) "Wine" means a product manufactured by the normal acoholic fermentation of the juice of sound, ripe
grapes, or any other fruit with the usual cellar treatment, and containing not more than 21% of alcohol by
volume, including cider made from apples or pears, or both, that contains at least 1/2 of 1% of alcohol by
volume, or mead or honey wine made from honey, fermented fruit juices other than grapes, and mixed wine
drinks.

(10) "Wine maker" means a person licensed by the commission to manufacture wine and to sell that wine
to awholesaler, to a consumer by direct shipment, at retail on the licensed winery premises, to sall that wine
to aretailer, and as provided for in section 537.

History: 1998, Act 58, Imd. Eff. Apr. 14, 199801 Am. 2005, Act 269, Imd. Eff. Dec. 16, 2005;0 Am. 2010, Act 213, Imd. Eff. Nov.
17, 2010;01 Am. 2018, Act 405, Imd. Eff. Dec. 19, 2018;01 Am. 2021, Act 19, Eff. Aug. 23, 2021.

Constitutionality: In Granholm v Heald, 544 US 460 (2005), the United States Supreme Court held that Michigan laws regulating
direct shipment of alcohol to in-state consumers discriminated against interstate commerce in violation of clause 3 of section 8 of article 1

of the United States Constitution, and that the powers granted to states under the 21st Amendment to the United States Constitution do
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not authorize violation of other constitutional provisions.

Compiler'snote: Enacting sections 2 and 3 of Act 269 of 2005 provide:

"Enacting section 2. (1) If any provision of section 113 of the Michigan liquor control code of 1998, 1998 PA 58, MCL 436.1113, as
amended by this amendatory act, is held to be unconstitutional by a court of competent jurisdiction and the allowable time for filing an
appeal has expired or the appellant has exhausted all of his or her avenues of appeal, section 113 of the Michigan liquor control code of
1998, 1998 PA 58, MCL 436.1113, isrepealed.

"(2) Section 113a of the Michigan liquor control code of 1998, 1998 PA 58, as added by this amendatory act, shall not take effect
unless section 113 of the Michigan liquor control code of 1998, 1998 PA 58, MCL 436.1113, is held unconstitutional or repealed
pursuant to subsection (1).

"Enacting section 3. If an appellate court declares this amendatory act unconstitutional, then it is the intent of the legislature that a
good faith effort be made to amend section 305 of the Michigan liquor control code of 1998, 1998 PA 58, MCL 436.1305, to make it less
burdensome for a small winery to terminate an agreement with awholesaler.”

*xx%% 436.1113a.added THISADDED SECTION ISEFFECTIVE WHEN CONDITIONS APPLIED BY
ENACTING SECTION 2(2) OF ACT 269 OF 2005 ARE MET: See compiler's note following section *****

436.1113a.added Additional definitions.

Sec. 113a. (1) "Tasting room" means any of the following locations:

(8 A location on the manufacturing premises of a brewer or micro brewer where the brewer or micro
brewer may provide samples of or sell at retail for consumption on or off the premises, or both, beer it
manufactures.

(b) A location on or off the manufacturing premises of a wine maker or small wine maker where the wine
maker or small wine maker may provide samples of or sell at retail for consumption on or off the premises, or
both, shiners, wine it manufactured, or, for a small wine maker only, wine it bottled.

(c) A location on or off the manufacturing premises of a distiller or small distiller where the distiller or
small distiller may provide samples of or sell at retail for consumption on or off the premises, or both, spirits
it manufactured.

(d) A location on the manufacturing premises of a mixed spirit drink manufacturer where the mixed spirit
drink manufacturer may provide samples of or sell at retail for consumption on or off the premises, or both,
mixed spirit drinks it manufactured.

(e) A location on or off the manufacturing premises of a brandy manufacturer where the brandy
manufacturer may provide samples of or sell at retail for consumption on or off the premises, or both, brandy
it manufactured.

(2) "Tavern" means any place licensed to sell at retail beer, wine, or mixed spirit drink for consumption on
the premises only.

(3) "Vehicle" means any means of transportation by land, by water, or by air.

(4) "Vendor" means a person licensed by the commission to sell alcoholic liquor.

(5) "Vendor of spirits’ means a person selling spirits to the commission.

(6) "Warehouse" means a premises or place primarily constructed, used, or provided with facilities for the
storagein transit or other temporary storage of perishable goods or for the conduct of a warehousing business,
or for both.

(7) "Warehouser" means a licensee authorized by the commission to store alcohalic liquor, but prohibited
from making sales or deliveriesto retailers unless the licensee is also the holder of a wholesaler license issued
by the commission.

(8) "Wholesaler" means a person that is licensed by the commission and sells beer, wine, or mixed spirit
drink only to retailers or other licensees, and that sells sacramental wine as provided in section 301. A
wholesaler includes a person that may also act as a master distributor unless prohibited from doing so by its
supplier or manufacturer in a written agreement required by either section 305(3)(i) or 403(3)(i) and, by
mutual agreement with an outstate seller of beer, wine, or mixed spirit drink can be authorized by the outstate
seller of beer, wine, or mixed spirit drink to do, in the manner provided by the commission, either or both of
the following:

(a) Register with this state the labels of the outstate seller of beer, wine, or mixed spirit drink.

(b) On behalf of the outstate seller of beer, wine, or mixed spirit drink, collect excise taxes levied by this
state and remit the taxes to the commission.

(9) "Wine" means a product made by the normal alcoholic fermentation of the juice of sound, ripe grapes,
or any other fruit with the usual cellar treatment, and containing not more than 21% of alcohol by volume,
including cider made from apples or pears, or both, that contains at least 1/2 of 1% alcohol by volume, or
mead or honey wine made from honey, fermented fruit juices other than grapes, and mixed wine drinks.

(10) "Wine maker" means a person licensed by the commission to manufacture wine, to sell that wine to a
wholesaler, to sall that wine by direct shipment to a consumer, at retail on the licensed winery premises, and
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as provided for in section 537 but not to sell wineto aretailer.

History: Add. 2005, Act 269, Eff. (pending);0 Am. 2010, Act 213, Imd. Eff. Nov. 17, 2010;00 Am. 2018, Act 416, Imd. Eff. Dec. 19,
2018;0 Am. 2021, Act 19, Eff. Aug. 23, 2021.

Compiler's note: Enacting sections 2 and 3 of Act 269 of 2005 provide:

"Enacting section 2. (1) If any provision of section 113 of the Michigan liquor control code of 1998, 1998 PA 58, MCL 436.1113, as
amended by this amendatory act, is held to be unconstitutional by a court of competent jurisdiction and the allowable time for filing an
appeal has expired or the appellant has exhausted all of his or her avenues of appeal, section 113 of the Michigan liquor control code of
1998, 1998 PA 58, MCL 436.1113, isrepealed.

"(2) Section 113a of the Michigan liquor control code of 1998, 1998 PA 58, as added by this amendatory act, shall not take effect
unless section 113 of the Michigan liquor control code of 1998, 1998 PA 58, MCL 436.1113, is held unconstitutional or repealed
pursuant to subsection (1).

"Enacting section 3. If an appellate court declares this amendatory act unconstitutional, then it is the intent of the legislature that a
good faith effort be made to amend section 305 of the Michigan liquor control code of 1998, 1998 PA 58, MCL 436.1305, to make it less
burdensome for a small winery to terminate an agreement with awholesaler.”

CHAPTER 2

436.1201 Alcoholic liquor; manufacture, sale, possession, or transportation lawful; terms,
conditions, limitations, and restrictions; right, power, and duty of commission to control
alcoholic beverage traffic and traffic in other alcoholic liqguor; unreasonable discrimination
against Michigan manufacturers prohibited; enforcement of act and rules; willful neglect
or refusal of officer to perform duties as misdemeanor; penalty.

Sec. 201. (1) On and after December 15, 1933, it shall be lawful to manufacture for sale, sell, offer for sale,
keep for sale, possess, or transport any acoholic liquor, as defined in this act, including acoholic liquor used
for medicinal, mechanical, chemical, or scientific purposes and wine used for sacramental purposes, subject to
the terms, conditions, limitations, and restrictions contained in this act, and only as provided for in this act.

(2) Except as otherwise provided in this act, the commission shall have the sole right, power, and duty to
control the alcoholic beverage traffic and traffic in other alcoholic liquor within this state, including the
manufacture, importation, possession, transportation and sale thereof.

(3) A rule, regulation, or order made by the commission shall not unreasonably discriminate against
Michigan manufacturers of alcoholic liquor.

(4) A peace officer or law enforcement officer of this state or a county, township, city, village, state
university, or community college or an inspector of the commission is authorized, and it is the duty of each of
them, to enforce the provisions of this act and the rules promulgated by the commission within his or her
respective jurisdiction. It is the special duty of an officer described in this section to use his or her utmost
efforts to repress and prevent crime and the violation of any of the provisions of this act. An officer described
in this section who willfully neglects or refuses to perform the duties imposed upon him or her by this section
is guilty of a misdemeanor and upon conviction shall be fined not more than $500.00 or imprisoned in the
county jail not more than 90 days, or both.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

436.1203 Sale, delivery, or importation of alcoholic liquor or wine; duties of direct shipper of
wine; common carrier; verification that individual accepting delivery is 21 years of age or
older; original purchase and importation into state of spirits for sale, use, storage, or
distribution; requirements; exceptions; direct shipper license required; application; fee;
violation; delivery of beer and wine to home or designated location of consumer; holder of
specially designated merchant license; sale or delivery of spirits by qualified small distiller
requirements; delivery or sale of beer, wine, mixed spirit drink, or spirits by third party
facilitator; reports; retention of books, records, and documents; disclosure; definitions.
Sec. 203. (1) Except as provided in this section and section 301, a person shall not sell, deliver, or import

alcohalic liquor, including alcoholic liquor for persona use, in this state unless the sade, delivery, or

importation is made by the commission, the commission's authorized agent or distributor, an authorized
distribution agent approved by order of the commission, a person licensed by the commission, or by prior
written order of the commission.

(2) Notwithstanding R 436.1011(7)(b) and R 436.1527 of the Michigan Administrative Code and except as
provided in subsections (3), (12), (13), (14), (15), and (16), a retailer shall not deliver alcoholic liquor to a
consumer in this state at the home or business of the consumer or at any location away from the licensed
premises of the retailer. The purpose of this subsection is to exercise this state's authority under section 2 of
Amendment XXI of the Constitution of the United States, to maintain the inherent police powers to regulate
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the transportation and delivery of alcohalic liquor, and to promote a transparent system for the transportation
and delivery of alcoholic liquor. The regulation described in this subsection is considered necessary for both
of the following reasons:

(a) To promote the public health, safety, and welfare.

(b) To maintain strong, stable, and effective regulation by having beer and wine sold by retailers to
consumers in this state by passing through the 3-tier distribution system established under this act.

(3) For purposes of subsection (1), a qualified retailer that holds a specially designated merchant license
located in this state may use a common carrier to deliver beer, wine, and mixed spirit drink to a consumer in
this state. A qualified retailer that holds a specially designated distributor license located in this state may use
a common carrier to deliver spirits to a consumer in this state. A qualified retailer that uses a common carrier
to deliver beer, wine, mixed spirit drink, or spirits to a consumer under this subsection shall comply with all
of the following:

(a) Pay any applicable taxes to the commission and pay any applicable taxes to the department of treasury
as directed by the department of treasury. On the request of the department of treasury, a qualified retailer
shall furnish an affidavit to verify payment.

(b) Comply with all laws of this state, including, but not limited to, the prohibition on salesto minors.

(c) Verify the age of the individual placing the order by obtaining from him or her a copy of a photo
identification issued by this state, another state, or the federal government or by using an identification
verification service. The person receiving and accepting the order on behalf of the qualified retailer shall
record the name, address, date of birth, and telephone number of the individual placing the order on the order
form or other verifiable record of atype and generated in a manner approved by the commission and provide
aduplicate to the commission.

(d) On request of the commission, make available to the commission any document used to verify the age
of the individua ordering or receiving the beer, wine, mixed spirit drink, or spirits from the qualified retailer.

(e) Stamp, print, or label on the outside of the shipping container that the package "Contains Alcohol. Must
be delivered to a person 21 years of age or older.". The recipient at the time of the delivery shall provide
identification verifying his or her age and sign for the delivery.

(f) Place a label on the top panel of the shipping container containing the name and address of the
individual placing the order and the name of the designated recipient if different from the name of the
individual placing the order.

(g) For a qualified retailer that has been issued licenses at 2 or more locations, the shipment of the beer,
wine, mixed spirit drink, or spirits must be fulfilled from the location nearest to the consumer unless that
location does not have the beer, wine, mixed spirit drink, or spirits ordered in stock.

(4) For purposes of subsection (1), a direct shipper may sell, deliver, or import wine to consumers in this
state by means of any mail order, internet, telephone, computer, device, or other electronic means, or sell
directly to a consumer on the winery premises. A direct shipper that sells, delivers, or imports wine to a
consumer under this subsection shall comply with all of the following:

(a) Hold adirect shipper license.

(b) Pay any applicable taxes to the commission and pay any applicable taxes to the department of treasury
as directed by the department of treasury. On the request of the department of treasury, a direct shipper shall
furnish an affidavit to verify payment.

(c) Comply with all laws of this state, including, but not limited to, the prohibition on sales to minors.

(d) Verify the age of the individua placing the order by obtaining from him or her a copy of a photo
identification issued by this state, another state, or the federal government or by using an identification
verification service. The person receiving and accepting the order on behalf of the direct shipper shall record
the name, address, date of birth, and telephone number of the individual placing the order on the order form or
other verifiable record of a type and generated in a manner approved by the commission and provide a
duplicate to the commission.

(e) On request of the commission, make available to the commission any document used to verify the age
of the individua ordering or receiving the wine from the direct shipper.

(f) Stamp, print, or label on the outside of the shipping container that the package "Contains Alcohol. Must
be delivered to a person 21 years of age or older.". The recipient at the time of the delivery shall provide
photo identification verifying his or her age and sign for the delivery.

(g) Place a label on the top panel of the shipping container containing the name and address of the
individual placing the order and the name of the designated recipient if different from the name of the
individual placing the order. The direct shipper must have received aregistration number of approval from the
commission for any wine imported into this state. However, the registration number of approva from the
commission is not required to be on the invoice or on the label of the wine that the direct shipper sdlls,
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delivers, or imports to aconsumer in this state.

(h) Direct ship not more than 1,500 9-liter cases, or 13,500 liters in total, of wine in a calendar year to
consumers in this state. If adirect shipper, whether located in this state or outside this state, owns, in whole or
in part, or commonly manages 1 or more direct shippers, it shall not in combination ship to consumersin this
state more than 13,500 liters of wine in the aggregate.

(i) Pay wine taxes quarterly and report to the commission quarterly the total amount of wine, by type,
brand, and price, shipped to consumers in this state during the preceding calendar quarter, and the order
numbers.

() Authorize and allow the commission and the department of treasury to conduct an audit of the direct
shipper's records.

(k) Consent and submit to the jurisdiction of the commission, the department of treasury, and the courts of
this state concerning enforcement of this section and any related laws, rules, and regulations.

() For a direct shipper that is a wine manufacturer as described in subsection (10)(b), direct ship only the
wine that the wine manufacturer has manufactured and registered with the commission, wine purchased from
another wine manufacturer and further manufactured or bottled and registered with the commission, or
labeled shiners purchased from another manufacturer in compliance with section 204a and registered with the
commission.

(5) For a delivery of beer, wine, mixed spirit drink, or spirits through the use of a common carrier under
subsection (3), a person taking the order on behalf of the qualified retailer shall comply with subsection (3)(b)
to (f). For a sae, delivery, or importation of wine occurring by any means described in subsection (4), a
person taking the order on behalf of the direct shipper shall comply with subsection (4)(c) to (g).

(6) A person that delivers the wine for a direct shipper under this section shall verify that the individual
accepting delivery is 21 years of age or older and is the individual who placed the order or the designated
recipient, is an individual 21 years of age or older currently occupying or present at the address, or is an
individual otherwise authorized through a rule promulgated under this act by the commission to receive
alcoholic liquor under this section. If the delivery person, after a diligent inquiry, determines that the
purchaser or designated recipient is not 21 years of age or older, the delivery person shall return the wine to
the direct shipper. A delivery person who returns wine to the direct shipper because the purchaser or
designated recipient is not 21 years of age or older is not liable for any damages suffered by the purchaser or
direct shipper.

(7) All spirits for sale, use, storage, or distribution in this state must originaly be purchased by and
imported into the state by the commission, or by prior written authority of the commission.

(8) This section does not apply to alcohalic liquor brought into this state for persona or household use in
an amount permitted by federal law by an individual 21 years of age or older at the time of reentry into this
state from outside the territorial limits of the United States if the individual has been outside the territoria
limits of the United States for more than 48 hours and has not brought alcoholic liquor into the United States
during the preceding 30 days.

(9) Anindividual 21 years of age or older may do either of the following in relation to alcoholic liquor that
contains less than 21% a cohol by volume:

(8) Personally transport from another state, once in a 24-hour period, not more than 312 ounces of
alcoholic liquor for that individual's personal use, notwithstanding subsection (1).

(b) Ship or import from another state alcoholic liquor for that individual's persona use if that personal
importation is done in compliance with subsection (1).

(10) A direct shipper shall not sell, deliver, or import wine to a consumer unless it applies for and is
granted a direct shipper license from the commission. This subsection does not prohibit wine tasting or the
selling at retail by a wine maker of wines he or she produced and bottled or wine manufactured for that wine
maker by another wine manufacturer, if done in compliance with this act. Only the following persons qualify
for the issuance of adirect shipper license:

(a) A wine maker.

(b) A wine manufacturer that is located inside this country but outside of this state and that holds both a
federal basic permit issued by the Alcohol and Tobacco Tax and Trade Bureau of the United States
Department of Treasury and alicense to manufacture wine in its state of domicile.

(12) An applicant for a direct shipper license shall submit an application to the commission in a written or
electronic format provided by the commission and accompanied by an application and initial license fee of
$100.00. The initial application must be accompanied by a copy or other verifiable evidence of the existing
federal basic permit or license, or both, held by the applicant. The direct shipper may renew its license
annually by submission of a license renewa fee of $100.00 and a completed renewal application. The
commission shall use the fees collected under this section to conduct investigations and audits of direct
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shippers. The failure to renew, or the revocation or suspension of, the applicant's existing Michigan license,
federal basic permit, or license to manufacture wine in its state of domicile is grounds for revocation or denial
of adirect shipper license. If adirect shipper is found guilty of violating this act or arule promulgated by the
commission, the commission shall notify both the alcoholic liquor control agency in the direct shipper's state
of domicile and the Alcohol and Tobacco Tax and Trade Bureau of the United States Department of Treasury
of theviolation.

(12) A retailer that holds a specially designated merchant license, a brewpub, a micro brewer, or an
out-of-state entity that is the substantial equivalent of a brewpub or micro brewer may deliver beer, wine, or
mixed spirit drink, as allowed by the license the retailer holds, to the home or other designated location of a
consumer in this state if all of the following conditions are met:

(&) The beer, wine, or mixed spirit drink is delivered by the retailer's, brewpub's, or micro brewer's
employee.

(b) The retailer, brewpub, or micro brewer or its employee who delivers the beer or wine, or both, verifies
that the individual accepting delivery is at least 21 years of age.

(c) If the retailer, brewpub, or micro brewer or its employee intends to provide service to consumers, the
retailer, brewpub, or micro brewer or its employee providing the service has successfully completed a server
training program as provided for in section 906.

(13) A retailer that holds a specialy designated merchant license may use a third party that provides
delivery service to municipalities in this state that are surrounded by water and inaccessible by motor vehicle
to deliver beer, wine, and mixed spirit drink to the home or other designated location of that consumer if the
delivery service is approved by the commission and agrees to verify that the individual accepting delivery of
the beer, wine, and mixed spirit drink is at least 21 years of age.

(14) A retailer that holds a specially designated distributor license may deliver spirits to the home or other
designated location of a consumer in this state if all of the following conditions are met:

(a) The spirits are delivered by the retailer's employee.

(b) The retailer or its employee who delivers the spirits verifies that the individual accepting delivery is at
least 21 years of age.

(c) If the retailer or its employee intends to provide service to consumers, the retailer or its employee
providing the service has successfully completed a server training program as provided for in section 906.

(15) A qualified retailer that holds a specially designated merchant license located in this state may use a
third party facilitator service by means of the internet or mobile application to facilitate the sale of beer, wine,
or mixed spirit drink to be delivered to the home or designated location of a consumer as provided in
subsection (12), this subsection, or subsection (3), and a third party facilitator service may deliver beer, wine,
or mixed spirit drink to a consumer on behalf of a qualified retailer that holds a specially designated merchant
license located in this state, if al of the following conditions are met:

(a) If the third party facilitator service delivers beer, wine, or mixed spirit drink under this subsection, the
third party facilitator service verifies that the individual accepting the delivery of the beer, wine, or mixed
spirit drink is at least 21 years of age.

(b) A manufacturer, warehouser, wholesaler, outstate seller of beer, outstate seller of wine, supplier of
spirits, or outstate seller of mixed spirit drink does not have a direct or indirect interest in the third party
facilitator service.

(c) A manufacturer, warehouser, wholesaler, outstate seller of beer, outstate seller of wine, supplier of
spirits, or outstate seller of mixed spirit drink does not aid or assist the third party facilitator service by gift,
loan of money or property of any description, or other valuable thing as defined in section 609, and the third
party facilitator service does not accept the same.

(d) The qualified retailer or consumer pays the fees associated with deliveries provided for under this
subsection.

(e) Thethird party facilitator service offers services for all brands available at the retail location.

(16) A qualified retailer that holds a specially designated distributor license located in this state may use a
third party facilitator service by means of the internet or maobile application to facilitate the sale of spiritsto be
delivered to the home or designated location of a consumer as provided in subsection (14) or this subsection,
and a third party facilitator service may deliver spirits to a consumer on behalf of a retailer that holds a
specially designated distributor license located in this state, if al of the following conditions are met:

(a) If the third party facilitator service delivers spirits under this subsection, the third party facilitator
service verifies that the individual accepting the delivery of the spiritsis at least 21 years of age.

(b) A manufacturer, warehouser, wholesaler, outstate seller of beer, outstate seller of wine, supplier of
spirits, or outstate seller of mixed spirit drink does not have a direct or indirect interest in the third party
facilitator service.
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(c) A manufacturer, warehouser, wholesaler, outstate seller of beer, outstate seller of wine, or supplier of
spirits, or outstate seller of mixed spirit drink does not aid or assist athird party facilitator service by gift, loan
of money or property of any description, or other valuable thing as defined in section 609, and a third party
facilitator service does not accept the same.

(d) The qualified retailer or consumer pays the fees associated with deliveries provided for under this
subsection.

(e) Thethird party facilitator service offers services for all brands available at the retail location.

(17) A third party facilitator service shall not deliver beer, wine, mixed spirit drink, or spirits to a consumer
under subsection (15) or (16), as applicable, and shall not facilitate the sale of beer, wine, mixed spirit drink,
or spirits under subsection (15) or (16), as applicable, unless it applies for and is granted a third party
facilitator service license by the commission. The commission may charge a reasonable application fee, initial
license fee, and annual license renewal fee. The commission shall establish a fee under this subsection by
written order.

(18) If a third party facilitator service used by a retailer that holds a specially designated merchant or
specially designated distributor license under subsection (15) or (16), as applicable, violates this section, the
commission shall not treat the third party facilitator service's violation as a violation by the retailer.

(19) A common carrier that carries or transports alcohaolic liquor into this state to a person in this state shall
submit quarterly reports to the commission. A report required under this subsection must include all of the
following about each delivery to a consumer in this state during the preceding calendar quarter:

(a) The name and business address of the person that ships the alcoholic liquor.

(b) The name and address of the recipient of the alcoholic liquor.

(c) The weight of the alcoholic liquor delivered to a consignee.

(d) The date of the delivery.

(20) For purposes of subsection (1), aqualified small distiller or an out-of-state entity that is the substantial
equivalent of aqualified small distiller may sell and deliver spirits that it manufactured to aretailer licensed to
purchase and sell spiritsin this stateif al of the following conditions are met:

(a) The spirits are sold and delivered by an employee of the qualified small distiller or an out-of-state entity
that is the substantial equivalent of a qualified small distiller, not an agent, and are transported and delivered
using a vehicle owned by the qualified small distiller or the out-of-state entity that is the substantial equivalent
of aquadlified small distiller.

(b) The qualified small digtiller or an out-of-state entity that is the substantial equivalent of a qualified
small distiller complies with all applicable state and federal law and applicable regulatory provisions of this
act and rules adopted by the commission under this act including, but not limited to, those requirements
related to each of the following:

(i) Employees that sell and deliver spiritsto retailers.

(i) Vehicles used to deliver spiritsto retailers.

(iii) Uniform pricing established by the commission under section 233.

(iv) Labeling and registration of spirits under R 436.1829 of the Michigan Administrative Code.

(v) Payment of taxes.

(c) The spirits are not listed in the state of Michigan price book.

(21) A common carrier described in subsection (19) shall maintain the books, records, and documents
supporting a report submitted under subsection (19) for 3 years unless the commission notifies the common
carrier in writing that the books, records, and supporting documents may be destroyed. Within 30 days after
the commission's request, the common carrier shall make the books, records, and documents available for
inspection during normal business hours. Within 30 days after a local law enforcement agency's or local
governmental unit's request, the common carrier shall also make the books, records, and documents available
for inspection to alocal law enforcement agency or local governmental unit where the carrier resides or does
business.

(22) A third party facilitator service that delivers beer, wine, mixed spirit drink, or spirits to a consumer
under subsection (15) or (16), as applicable, shall submit quarterly reports to the commission. A report
required under this subsection must include all of the following about each delivery to a consumer in this state
during the preceding calendar quarter:

(a) The name and business address of the person that ships beer, wine, mixed spirit drink, or spirits.

(b) The name and address of the recipient of beer, wine, mixed spirit drink, or spirits.

(c) The weight of beer, wine, mixed spirit drink, or spirits delivered to a consignee.

(d) The date of the delivery.

(23) A third party facilitator service shall maintain the books, records, and documents supporting a report
submitted under subsection (22) for 3 years unless the commission notifies the third party facilitator servicein
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writing that the books, records, and supporting documents may be destroyed. Within 30 days after the
commission's request, the third party facilitator service shall make the books, records, and documents
available for inspection during normal business hours. Within 30 days after alocal law enforcement agency's
or local governmental unit's request, the third party facilitator service shall also make the books, records, and
documents available for inspection to a local law enforcement agency or local governmental unit where the
third party facilitator service resides or does business.

(24) A report submitted under subsection (19) or (22) is subject to disclosure under the freedom of
information act, 1976 PA 442, MCL 15.231 to 15.246.

(25) Asused in this section:

(a) "Common carrier" means a company that transports goods, on reasonable regquest, on regular routes and
at set rates.

(b) "Computer" means any connected, directly interoperable or interactive device, equipment, or facility
that uses a computer program or other instructions to perform specific operations including logical,
arithmetic, or memory functions with or on computer data or a computer program and that can store, retrieve,
ater, or communicate the results of the operations to a person, computer program, computer, computer
system, or computer network.

(c) "Computer network" means the interconnection of hardwire or wireless communication lines with a
computer through remote terminals, or a complex consisting of 2 or more interconnected computers.

(d) "Computer program” means a series of internal or externa instructions communicated in a form
acceptable to a computer that directs the functioning of a computer, computer system, or computer network in
a manner designed to provide or produce products or results from the computer, computer system, or
computer network.

(e) "Computer system" means a set of related, connected or unconnected, computer equipment, devices,
software, or hardware.

(f) "Consumer" means an individual who purchases beer, wine, mixed spirit drink, or spirits for personal
consumption and not for resale.

(g) "Device" includes, but is not limited to, an electronic, magnetic, electrochemical, biochemical,
hydraulic, optical, or organic object that performs input, output, or storage functions by the manipulation of
electronic, magnetic, or other impulses.

(h) "Diligent inquiry" means a diligent good faith effort to determine the age of an individual, that includes
at least an examination of an official Michigan operator's or chauffeur's license, an official Michigan persona
identification card, or any other bona fide picture identification that establishes the identity and age of the
individual.

(i) "Direct shipper" means either of the following:

(i) A wine manufacturer that sells, delivers, or imports wine it has manufactured, bottled, and registered
with the commission, to consumers in this state or that is transacted or caused to be transacted through the use
of any mail order, internet, telephone, computer, device, or other electronic means, or sells directly to
consumers on the winery premises.

(if) A wine manufacturer that purchases wine from another wine manufacturer and further manufactures or
bottles the wine or purchases shiners of wine from another wine manufacturer in compliance with section
2043, registers the wine with the commission and sells the wine to consumers in this state that is transacted or
caused to be transacted through the use of any mail order, internet, telephone, computer, device, or other
electronic means, or sells directly to consumers on the winery premises.

() "Facilitate” means, subject to subdivision (k), advertising on behalf of a retailer, by means of the
internet or mobile application, and pursuant to a written or oral agreement, the brands and prices of beer,
wine, or spirits products sold by aretailer and 1 or more of the following:

(i) Assisting the retailer, in any manner, in the arrangement of delivery as allowed in this section.

(i) Assisting the retailer, in any manner, in the processing of payment by the consumer for the beer, wine,
or spirits.

(iii) Transmitting customer information to the retailer.

(iv) Assisting the retailer by providing customer service.

(v) If the retailer maintains supervision and control over the day-to-day operation of its business, providing
other normal and customary operational services.

(k) "Facilitate" does not include web designing, operating an internet search engine, or publishing an
internet version of a newspaper.

(1) "ldentification verification service" means an internet-based service approved by the commission
specializing in age and identity verification.

(m) "Mobile application” means a specialized software program downloaded onto a wireless
Rendered Tuesday, April 9, 2024 Page 13 Michigan Compiled Laws Complete Through PA 28 of 2024

O Courtesy of www.legislature.mi.gov



communication device.

(n) "Qualified retailer" means a retailer licensed to sell alcoholic liquor for consumption off the premises
that complies with all of the following:

(i) The retailer maintains physical licensed premises that are open to the general public for face-to-face
sales transactions of acoholic liquor, packaged food, and other products to consumers.

(i) At least 25% of the retailer's annual gross sales of acoholic liquor must be from face-to-face sales
transactions with consumers on the premises described in subparagraph (i) unless the retailer's physical
licensed premisesis less than 15,000 square feet in total.

(iii) Theretailer holds and maintains either of the following for the premises described in subparagraph (i):

(A) A retail food establishment license issued under the food law, 2000 PA 92, MCL 289.1101 to
289.8111. Asused in this sub-subparagraph, "retail food establishment" means that term as defined in section
1111 of the food law, 2000 PA 92, MCL 289.1111.

(B) An extended retail food establishment license issued under the food law, 2000 PA 92, MCL 289.1101
to 289.8111. As used in this sub-subparagraph, "extended retail food establishment” means that term as
defined in section 1107 of the food law, 2000 PA 92, MCL 289.1107.

(o) "Qualified small digtiller" means a small distiller, or an out-of-state entity that is the substantial
equivalent of a small distiller, that sells under 3,000 gallons of spirits per calendar year directly to retailers
located in this state or out-of-state entities that are the substantial equivalent of retailers. If a small distiller or
an out-of-state entity that is the substantial equivalent of a qualified small distiller manufactures spirits at
more than 1 location, the total number of gallons of spirits sold to retailers or out-of-state entities that are the
substantial equivalent of retailers from al locations must be combined to determine the 3,000-gallon
threshold.

(p) "Third party facilitator service" means a person licensed by the commission to do any of the following:

(i) Facilitate the sale of beer, wine, and mixed spirit drink to a consumer as provided in subsection (15) on
behalf of aqualified retailer that holds a specially designated merchant license located in this state.

(i) Facilitate the sale of spirits to a consumer as provided in subsection (16) on behalf of a qualified
retailer that holds a specially designated distributor license located in this state.

(iii) Deliver beer, wine, and mixed spirit drink to a consumer as provided in subsection (15) on behalf of a
qualified retailer that holds a specially designated merchant license located in this state.

(iv) Deliver spirits to a consumer as provided in subsection (16) on behalf of a qualified retailer that holds
a specialy designated distributor license located in this state.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;0 Am. 2000, Act 289, Imd. Eff. July 10, 2000;C0 Am. 2005, Act 268, Imd. Eff. Dec.
16, 2005;00 Am. 2008, Act 474, Eff. Mar. 31, 2009;00 Am. 2014, Act 50, Imd. Eff. Mar. 25, 2014;0 Am. 2016, Act 520, Eff. Mar. 29,
2017;0 Am. 2020, Act 106, Imd. Eff. July 1, 2020;0 Am. 2021, Act 16, Eff. Aug. 23, 2021.

Compiler'snote: Enacting section 2 of Act 268 of 2005 provides:

"Enacting section 2. If an appellate court declares this amendatory act unconstitutional, then it is the intent of the legislature that a

good faith effort be made to amend section 305 of the Michigan liquor control code of 1998, 1998 PA 58, MCL 436.1305, to make it less
burdensome for a small winery to terminate an agreement with awholesaler.”

436.1203a Sale and delivery of beer in this state by micro brewer or substantially-equivalent
out-of state entity; requirements.

Sec. 203a. (1) The legidature finds that the 3-tier system is necessary to protect public health and safety of
Michigan residents and to promote competition and access to market for all alcoholic beverage suppliers.

(2) The legidlature further finds that vertical integration of the alcoholic beverage industry is contrary to
this state's interest in protecting public health and safety of Michigan residents and leads to anti-competitive
behavior by beverage alcohol suppliers.

(3) The legidature further finds that the 3-tier system and the prohibitions under section 603 achieve the
following public policy goals:

(a) Promote consumer choice and product variety by providing a platform that provides all suppliers access
to Michigan's beverage al cohol market.

(b) Encourage wholesalers to invest in their businesses and all the brands they distribute, free from undue
interference from the suppliers of the brands they distribute.

(c) Create a transparent and accountable alcohol distribution system that allows the commission to prevent
the manufacture, distribution, or sale of counterfeit, adulterated, unregistered, recalled, or prohibited alcoholic
beverages.

(4) This state has an interest in creating market access for al sizes of suppliers and finds that micro
brewers create competition and variety in Michigan's beer market.

(5) For the purposes of creating access to Michigan's beer market while also preserving the 3-tier system
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and limiting vertical integration, a micro brewer or an out-of-state entity that is the substantial equivalent of a
micro brewer may sell and deliver beer to aretailer in this state only if all of the following conditions are met:

(a) Theretailer is not located in a sales territory for which the micro brewer or out-of-state entity that is the
substantial equivalent of a micro brewer has granted exclusive sales rights to a wholesaler under sections 401
and 403 for the sale of any brand or brands of beer produced by the micro brewer or out-of-state entity that is
the substantial equivalent of amicro brewer.

(b) The beer is sold and delivered by an employee of the micro brewer or out-of-state entity that is the
substantial equivalent of a micro brewer, not an agent, and is transported and delivered using a vehicle owned
by the micro brewer or out-of-state entity that is the substantial equivalent of amicro brewer.

(c) The micro brewer or out-of-state entity that is the substantia equivalent of a micro brewer is in
compliance with applicable state and federal law and applicable regulatory provisions of this act and rules
promulgated by the commission under this act, including, but not limited to, those requirements related to
each of the following:

(i) Employeesthat sell and deliver beer to retailers.

(ii) Vehicles used to deliver beer to retailers.

(iii) Price schedules and temporary price reductions.

(iv) 1976 IL 1, MCL 445.571 to 445.576.

(d) The micro brewer or out-of-state entity that is the substantial equivalent of a micro brewer sells not
more than 2,000 barrels of beer total per year. In determining the 2,000-barrel threshold under this
subdivision, all brands and labels of a micro brewer or out-of-state equivalent of a micro brewer, whether sold
to awholesaler or aretailer in this state or outside of this state, must be combined. Sales to consumers on the
licensed premises of the micro brewer or out-of-state entity that is the substantial equivalent of a micro brewer
are not included in determining the 2,000-barrel threshold under this subdivision.

History: Add. 2020, Act 107, Imd. Eff. July 1, 2020.

436.1203b Sale and delivery of mixed spirit drink by mixed spirt drink manufacturer or
substantially-equivalent out-of-state entity to retailer; requirements.

Sec. 203b. Notwithstanding anything in this act to the contrary, a mixed spirit drink manufacturer or an
out-of-state entity that is the substantial equivalent of a mixed spirit drink manufacturer may sell and deliver
mixed spirit drink that it manufacturesto aretailer in this state only if al of the following conditions are met:

(@) The retailer is not located in a sales territory for which the mixed spirit drink manufacturer or
out-of-state entity that is the substantial equivalent of a mixed spirit drink manufacturer has granted exclusive
sales rights to a wholesaler under section 307 for the sale of any brand or brands of mixed spirit drink
produced by the mixed spirit drink manufacturer or out-of-state entity that is the substantial equivalent of a
mixed spirit drink manufacturer.

(b) The mixed spirit drink is sold and delivered by an employee of the mixed spirit drink manufacturer or
out-of-state entity that is the substantial equivalent of a mixed spirit drink manufacturer, not an agent, and is
transported and delivered using a vehicle owned by the mixed spirit drink manufacturer or out-of-state entity
that isthe substantial equivalent of a mixed spirit drink manufacturer.

(c) The mixed spirit drink manufacturer or out-of-state entity that is the substantial equivalent of a mixed
spirit drink manufacturer is in compliance with applicable state and federal law and applicable regulatory
provisions of this act and rules promulgated by the commission under this act related to each of the following:

(i) Employeesthat sell and deliver mixed spirit drink to retailers.

(ii) Vehicles used to deliver mixed spirit drink to retailers.

(ii1) Price schedules and temporary price reductions.

(iv) 1976 IL 1, MCL 445.571 to 445.576.

(v) Labeling and registration of mixed spirit drink.

(vi) Payment of taxes.

(d) The mixed spirit drink manufacturer or out-of-state entity that is the substantial equivalent of a mixed
spirit drink manufacturer sells not more than 31,000 gallons of mixed spirit drink total per year. In
determining the 31,000-gallon threshold under this subdivision, all brands and labels of a mixed spirit drink
manufacturer or out-of-state entity that is the substantial equivalent of a mixed spirit drink manufacturer,
whether sold to a wholesaler or a retailer in this state or outside of this state, must be combined. Sales to
consumers on the licensed premises of the mixed spirit drink manufacturer or out-of-state entity that is the
substantial equivalent of a mixed spirit drink manufacturer are not included in determining the 31,000-gallon
threshold under this subdivision.

History: Add. 2021, Act 17, Eff. Aug. 23, 2021.
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436.1204 Importation of liquor into this state; requirements; exceptions; inspection by the
commission.

Sec. 204. (1) Except for an individual who brings, transports, ships, or imports alcoholic liquor into this
state under section 203(8) or (9), as applicable, for aretailer, or for sacramental wines imported under section
301, a person shall not sell, deliver, or import beer, wine, or mixed spirit drink in this state unless the person
is 1 of the following:

(a) A supplier asthat term is defined in section 603.

(b) A licensed direct shipper described in section 203(10).

(c) A wholesdler.

(2) Except for an individual who brings, transports, ships, or imports acoholic liquor into this state under
section 203(8) or (9), as applicable, for a retailer, or for sacramental wines imported under section 301, a
person described in subsection (1) may only sell, deliver, or import beer, wine, or mixed spirit drink in this
state in 1 of the following ways:

(a) A licensed direct shipper may sell to aconsumer under section 203.

(b) An outstate seller of beer, outstate seller of wine, or outstate seller of mixed spirit drink, may deliver
the beer, wine, or mixed spirit drink to the licensed premises of the wholesalers designated to sell and deliver
the beer, wine, or mixed spirit drink to the individual licensed location of the retailer in the wholesaler's sales
territory under section 305 or 403, as applicable.

(c) A wholesaler that picks up the beer, wine, or mixed spirit drink from the premises of an outstate seller
of beer, outstate seller of wine, or outstate seller of mixed spirit drink, may deliver the beer, wine, or mixed
spirit drink to the licensed premises of the wholesaler designated to sell and deliver the beer, wine, or mixed
spirit drink to the individual licensed location of the retailer in the wholesaler's sales territory under section
305 or 403, as applicable.

(d) An outstate seller of beer, outstate seller of wine, or outstate seller of mixed spirit drink may deliver the
beer, wine, or mixed spirit drink to its licensed premises in this state. However, the beer, wine, or mixed spirit
drink must be delivered to the licensed premises of the wholesaler designated to sell and deliver the beer,
wine, or mixed spirit drink to the individual licensed location of the retailer in the wholesaler's sales territory
under section 305 or 403, as applicable.

(e) A brewer, wine maker, or mixed spirit drink manufacturer that has a manufacturing plant located
outside of this state may deliver the beer, wine, or mixed spirit drink manufactured in the manufacturing plant
to its licensed premises in this state. However, the beer, wine, or mixed spirit drink must be delivered to the
licensed premises of the wholesaler designated to sell and deliver the beer, wine, or mixed spirit drink to the
individual licensed location of the retailer in the wholesaler's sales territory under section 305 or 403, as
applicable.

(f) Except as otherwise provided in this act, a brewer, wine maker, or mixed spirit drink manufacturer may
deliver the beer, wine, or mixed spirit drink to the licensed premises of the wholesaler designated to sell and
deliver the beer, wine, or mixed spirit drink to the individual licensed location of the retailer in the
wholesaler's sales territory under section 305 or 403, as applicable.

(3) Except as otherwise provided in subsection (4), both of the following apply to beer, wine, or mixed
spirit drink that is delivered to awholesaler under this act:

(@) The wholesaler shall maintain the beer, wine, or mixed spirit drink on the wholesaler's licensed
premises.

(b) The wholesaler shall make the beer, wine, or mixed spirit drink maintained on the wholesaler's licensed
premises as required under subdivision (@) available for inspection by the commission for at least 24 hours
before the wholesaler delivers the beer, wine, or mixed spirit drink to aretailer.

(4) For beer, wine, or mixed spirit drink that has been delivered to a wholesaler under this act, subsection
(3) does not apply and the wholesaler may deliver beer, wine, or mixed spirit drink to a retailer if al of the
following apply:

(a) Either of the following applies:

(i) The wholesaler cannot fulfill the retailer's order for the beer, wine, or mixed spirit drink from the
inventory currently available on the wholesaler's licensed premises.

(if) The wholesaler intends to deliver the beer, wine, or mixed spirit drink to a special licensee, including
as provided under section 526, before the 24-hour period under subsection (3)(b) has expired.

(b) Either of the following applies:

(i) The beer, wine, or mixed spirit drink has been delivered to the address of the wholesaler's licensed
premises.

(i) The wholesaler picked up the beer, wine, or mixed spirit drink from the licensed premises of any of the
Rendered Tuesday, April 9, 2024 Page 16 Michigan Compiled Laws Complete Through PA 28 of 2024

O Courtesy of www.legislature.mi.gov



following:

(A) A brewer.

(B) A wine maker.

(C) A mixed spirit manufacturer.

(D) An outstate seller of beer.

(E) An outstate seller of wine.

(F) An outstate seller of mixed spirit drink.

(G) A wholesder.

(c) The wholesaler maintains the invoice of the delivery and attaches documentation to the invoice that
details each product and the amount of each product that was not placed on the wholesaler's floor.

(5) This section does not prohibit a brewer, micro brewer, wine maker, small wine maker, or retailer from
selling alcohalic liquor or nonal coholic beverages as provided in this act.

History: Add. 2018, Act 178, Imd. Eff. June 11, 2018.

436.1204a Prohibition of the sale or transfer of alcoholic liqguor in this state; exceptions;
applicability of section to nonalcoholic ingredients.

Sec. 204a. (1) A manufacturer shall not sell or transfer alcoholic liquor to a licensed manufacturer in this
state except as provided in subsections (2) and (3).

(2) Notwithstanding any provision in this act to the contrary, a manufacturer may sell or transfer wine or
spirits to a licensed manufacturer, and a licensed manufacturer may purchase or receive wine or spirits, under
any of the following conditions;

(a) For asale or transfer of wine:

(i) The salling or transferring manufacturer is a wine maker, small wine maker, or out-of-state entity that is
the substantial equivalent of a wine maker or small wine maker and is selling or transferring the wine to a
wine maker, small wine maker, or out-of-state entity that is the substantial equivalent of a wine maker or
small wine maker.

(i) The purchasing or receiving wine maker or small wine maker manufactures wine at its licensed
premises or the purchasing or receiving small wine maker bottles wine at its licensed premises.

(b) For asale or transfer of spirits:

(i) The sdlling or transferring manufacturer is a distiller, small distiller, or out-of-state entity that is the
substantial equivalent of adistiller or small distiller and is selling or transferring the spiritsto a distiller, small
digtiller, or out-of-state entity that is the substantial equivalent of adistiller or small distiller.

(i) The purchasing or receiving distiller or small distiller manufactures spirits at their licensed premises.

(3) A wine maker, small wine maker, distiller, or small distiller may not sell alcoholic liquor purchased or
received under this section unless 1 of the following conditionsis met:

(8) The purchasing or receiving manufacturer modifies the purchased or received acoholic liquor by
performing a portion of the manufacturing process as described in section 109(1).

(b) The purchasing or receiving small wine maker bottles the purchased or received wine.

(c) The purchasing or receiving wine maker or small wine maker is selling a shiner on which the wine
maker or small wine maker has placed alabel under section 111(10).

(4) This section does not prevent a manufacturer from selling, purchasing, or receiving nonalcoholic
ingredients to or from another manufacturer.

History: Add. 2018, Act 404, Imd. Eff. Dec. 19, 2018.

436.1205 Warehousing and delivery of spirits; authorized distribution agent; report.

Sec. 205. (1) The commission shall, as provided in section 203(1), by order appoint authorized distribution
agents to warehouse and deliver spiritsin this state to ensure that all retail licensees are properly serviced with
spirits. An authorized distribution agent is subject to uniform requirements, including business operating
procedures, that the commission may prescribe by rule, subject to this section.

(2) A person is eligible for appointment by the commission as an authorized distribution agent if all of the
following circumstances exist:

(@ The person satisfies all applicable commission rules prescribing qualifications for licensure
promulgated under section 215.

(b) The person has entered into a written agreement or contract with a supplier of spirits to warehouse and
deliver abrand or brands of spirits of that supplier of spirits.

(c) The person has an adequate warehousing facility located in this state to store spirits from which all
delivery of spiritsto retail licensees must be made.

(3) An authorized distribution agent shall not have adirect or indirect interest in a supplier of spiritsor in a
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retailer. A supplier of spirits or a retailer shall not have a direct or indirect interest in an authorized
distribution agent. An authorized distribution agent shall not hold title to spirits.

(4) An authorized distribution agent shall deliver to each retailer located in its assigned distribution area on
at least a weekly basis if the order meets the minimum requirements. Except that in a week that accompanies
a state holiday, the commission may order a modified delivery schedule if aretailer will not wait longer than
9 days between deliveries because of the modified delivery schedule. The commission shall provide for an
integrated online ordering system for spirits and shall require the continuance of any ordering system in
existence on the activation date of the system established under section 206. The commission shall set
minimum requirements that must be a sufficient number of bottles to comprise not more than 2 cases. A
retailer may pick up the product at the authorized distribution agent's warehouse. To avoid occasional
emergency outages of spirits, a retail licensee may make up to 12 special emergency orders to an authorized
distribution agent in each calendar year. An authorized distribution agent shall make a special emergency
order available to the retail licensee within 18 hours of the placing of the order. An authorized distribution
agent shall make a special emergency order placed on Saturday or Sunday available to the retail licensee
before noon on the following Monday. An authorized distribution agent may impose a fee of up to $20.00 to
deliver a special emergency order to aretail licensee.

(5) In locations inaccessible to a motor vehicle as that term is defined by section 33 of the Michigan
vehicle code, 1949 PA 300, MCL 257.33, an authorized distribution agent shall arrange that a delivery of
spirits to aretailer bein compliance with the following procedures:

(a) After processing an order from a retailer, an authorized distribution agent shall contact a retailer to
confirm the quantity of cases or bottles, or both, and the exact dollar total of the order.

(b) The authorized distribution agent shall coordinate with the retailer the date and time a driver is
scheduled to deliver the order to a ferry transport dock, shall arrange any ferry, drayage, or other appropriate
service, and shall pick up the retailer's payment at that time.

(c) The ferry transport company or company representing any other form of conveyance shall take the
retailer's payment to the mainland dock and give that payment to the authorized distribution agent's driver.

(d) The ferry transport company or company representing any other form of conveyance shall transport the
order to the drayage or other appropriate company at the island dock for immediate delivery to the retailer.

(e) The drayage or other appropriate company shall deliver the order to the retailer.

(6) An authorized distribution agent is responsible for the payment of all transportation and delivery
charges imposed by the ferry, drayage, or other conveyance company and is responsible for al breakage and
any shortages, whether attributable to the ferry, drayage, or other conveyance company or any combination of
those companies, until the order is delivered to the retailer's establishment. This subsection does not prevent
the authorized distribution agent from seeking reimbursement or damages from any company conveying the
authorized distribution agent's product.

(7) Except as otherwise provided in subsection (4), an authorized distribution agent shall not charge a
delivery fee or asplit-case fee for delivery of spirits sold by the commission to aretailer.

(8) An authorized distribution agent or prospective authorized distribution agent shall maintain and make
available to the commission or its representatives, on notice, any contract or written agreement it has with a
supplier of spirits or other authorized distribution agent for the warehousing and delivering of spirits in this
state.

(9) For aviolation of this act, a rule promulgated under this act, or the terms of an order appointing an
authorized distribution agent, an authorized distribution agent is subject to the suspension, revocation,
forfeiture, and penalty provisions of sections 903(1) and 907 in the same manner in which alicensee would be
subject to those provisions. An authorized distribution agent aggrieved by a penaty imposed by the
commission may invoke the hearing and appeal procedures of section 903(2) and rules promulgated under
section 903.

(10) A specially designated distributor may sell to an on-premises retailer up to 120 liters of spirits during
any calendar year and an on-premises retailer may purchase, collectively from specialy designated
distributors, up to 120 liters of spirits during any calendar year. Notwithstanding any other provision of this
act or rule promulgated under this act, a specially designated distributor is only liable for knowingly violating
this section. An on-premises retailer shall maintain and make available to the commission on request records
verifying the purchases described in this subsection. For each month in which an on-premises retailer
purchases spirits under this subsection, the on-premises retailer shall submit a report to the commission
indicating the purchases the on-premises retailer made under this subsection during that month. By July 1,
2020, the commission shall establish the method and form for the electronic reporting of purchases made
under this subsection by on-premises retailers. The commission shall not require an on-premises retailer to
submit a report under this subsection in less than monthly intervals and shall not require a report from an
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on-premises retailer in a month in which the on-premises retailer did not purchase spirits under this
subsection.

(12) In addition to paying a vendor of spirits the acquisition price for purchasing spirits, the commission
may pay a vendor of spirits an additional amount of not less than $8.25 and not more than $12.50 for each
case of spirits purchased as an offset to the costs being incurred by that vendor of spiritsin contracting with
an authorized distribution agent for warehousing and delivering spirits to retailers. The payment described in
this subsection may not be included in the cost of purchasing spirits by the commission and is not subject to
the commission’'s markup, special taxes, or state sales tax. The per-case offset established by this subsection
may be increased by the state administrative board each January to reflect reasonable increases in the
authorized distribution agent's cost of warehousing and delivering. As used in this subsection, "case" means a
container holding twelve 750 ml bottles of spirits or other containers containing spirits that are standard to the
industry.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;0] Am. 1998, Act 416, Imd. Eff. Dec. 21, 1998;0 Am. 2001, Act 274, Imd. Eff. Jan.
11, 2002;,0 Am. 2010, Act 175, Imd. Eff. Sept. 30, 2010;0 Am. 2010, Act 213, Imd. Eff. Nov. 17, 2010;0 Am. 2015, Act 246, Eff. Mar.
21, 2016;0 Am. 2020, Act 126, Imd. Eff. July 1, 2020;00 Am. 2022, Act 142, Imd. Eff. July 11, 2022.

436.1206 Integrated on-line ordering system.

Sec. 206. (1) Not later than January 1, 2003, the commission shall provide for an integrated on-line
ordering system for retail licensees to place orders for spirits from authorized distribution agents. The system
shall alow retail licensees to order all brands and types of spirits from the commission and provide the order
to the appropriate authorized distribution agents.

(2) The commission may enter into any agreements with or contract with private or other public entities as
provided for or allowed by law to establish the integrated on-line ordering system described in subsection (1).
A licensee of the commission or an authorized distribution agent shall not have a direct or indirect interest in
the person with whom the commission contracts or enters into an agreement to establish the integrated on-line
ordering system described in subsection (1). Ownership of the integrated on-line ordering system remains
with the commission. The commission may, through issuance of an order, alow banner advertising in
conjunction with the on-line ordering system as a means of defraying the costs of operation or maintenance,
or both, of the system.

History: Add. 2001, Act 274, Imd. Eff. Jan. 11, 2002.

436.1207 Exceptions to act.

Sec. 207. This act does not apply to any of the following:

(a) The manufacture of cider from fruit for the purpose of making vinegar and non-intoxicating cider and
fruit juice for use and sale, and cider and fruit juiceif used or sold, or both, within 30 days after manufacture.

(b) Beer, wine, mead, honey-based beer, or cider of any acoholic content made on the premises by the
owner or lessee of those premises if those premises are used and occupied by the owner or lessee as a
dwelling and the beer, wine, mead, honey-based beer, or cider is made for family use and home consumption.

(c) The gift to an individua for noncommercial use or consumption of up to 20 gallons of beer, wine,
mead, honey-based beer, or cider produced under the circumstances described in subdivision (b). This
subdivision does not allow a person less than 21 years of age to possess, receive as a gift, or give beer, wine,
mead, honey-based beer, or cider produced under the circumstances described in subdivision (b).

(d) The sale, gift, or keeping and storing for sale by druggists and genera merchants and others of
medicinal preparations manufactured in accordance with the formulas prescribed by the United States
pharmacopoeia and national formulary, patent or proprietary preparations, and other bona fide medicinal and
technical preparations, that contain no more alcohol than is necessary to extract the medicinal properties of
the drugs contained in those preparations and no more alcohol than is necessary to hold the medicinal agents
in solution and to preserve them, that are manufactured and sold as medicine and not as beverages, that are
unfit for use for beverage purposes, and the sale of which does not require the payment of a United States
liquor dealer's tax.

(e) The manufacture and sale of tinctures or of toilet, medicinal, and antiseptic preparations and solutions
that are not intended for internal human use or that are not intended to be sold as beverages, that are unfit for
beverage purposes, and on the outside of each bottle, box, or package of which is conspicuously and legibly
printed in English the quantity by volume of alcohol in those preparations.

(f) The manufacture and keeping for sale of the food product known as flavoring extracts that are
manufactured and sold for cooking, culinary, or flavoring purposes and are unfit for use as a beverage or for
beverage purposes, except that a person shall not manufacture or sell any toilet, medicinal, or antiseptic
preparations or solutions, or any flavoring extracts or patent or proprietary medicines or preparations, if the
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manufacture and sale of those items require the payment of a United States liquor dealer's tax except as
provided in this act.

(9) The manufacture or sale, or both, of ethyl, mechanical, or industrial acohol, not used for or made unfit
for beverage purposes.

(h) The purchase of alcoholic liquor for use in the manufacture of toilet, medicinal, or antiseptic
preparations or solutions, or any flavoring extract or patent or proprietary medicines or preparations, by a
manufacturer using acoholic liquor exclusively for the manufacturing purposes and licensed by the
commission for that use. A license issued for that use is predicated on the payment of an annual fee of $10.00.
The license expires on May 1 following the date of itsissuance.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;00 Am. 2019, Act 131, Imd. Eff. Nov. 21, 2019.

436.1209 Liquor control commission; creation; appointment, duties, and terms of members;
designation and duties of hearing commissioners and administrative commissioners;
appeal board; duties; terms; oath; removal; vacancies; quorum; salary and expenses;
work station; designation by chairperson.

Sec. 209. (1) A commission to be known as the liquor control commission is created.

(2) The commission shall consist of 5 members, not more than 3 of whom shall be members of the same
political party, to be appointed by the governor with the advice and consent of the senate. Two of these
members, 1 from each political party, shall be designated by the chairperson as hearing commissionersto hear
violation cases and to perform such other functions and duties as are assigned to them by the chairperson. The
remaining 3 commissioners shall be designated as administrative commissioners and shall have the
responsibility for administering the provisions of this act relating to licensing, purchasing, enforcement,
merchandising, and distribution. The administrative commissioners shall also act as an appeal board to the
decisions rendered by the hearing commissioners.

(3) The responsibilities of the 5-member commission shall be the administration of the provisions of this
act that have not been specifically delegated to either the hearing commissioners or the administrative
commissioners in this section.

(4) Each member of the commission shall devote that member's entire time to the performance of the
duties of that office.

(5) The terms of the commissioners shall be 4 years each. Each member of the commission shall qualify by
taking and filing the constitutional oath of office and shall hold office until the appointment and qualification
of a successor. The members of the commission shall not be removed from office by the governor except for
malfeasance, misfeasance, or neglect in office.

(6) In the event of a vacancy or vacancies in the membership of the commission the governor shall appoint
in like manner a successor or successorsto fill the unexpired term.

(7) A quorum for the transaction of business of the administrative commissioners shall consist of 2
administrative commissioners. A quorum for the transaction of business of the 5-member commission shall be
3 members.

(8) Each member of the commission shall receive an annual salary as appropriated by the legislature, shall
be entitled to actual and necessary expenses while on the business of the commission, and shall have a work
station designated by the chairperson. If an administrative commissioner's permanent or temporary residence
is within 100 miles of an office in which the commission regularly conducts business, the chairperson shall
designate an office as the member's work station.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

436.1211 Liquor control business manager; selection; duty and responsibility.

Sec. 211. (1) The powers of the commission, enumerated in this act, which are not specifically and
exclusively reserved to the commission by the act, shall be vested in, and exercised and administered by a
liquor control business manager, who shall be selected by and responsible to the commission, and whose
position shall be in the state classified civil service. The powers of the commission enumerated in, and
provided for by this act, shall be exercised in conformity with the provisions of the act pertaining to the duties
of the liquor control manager, except that the commission shall exclusively exercise the power to make rules
and regulations under the act to regulate the control of the alcoholic beverage traffic within the state; to hear
and decide all cases of violation of the provisions of the act and regulations thereunder; to employ a liquor
control business manager as provided for by the act; and to hear and decide all public appeals from the
administrative decisions of the liquor control business manager.

(2) The liquor control business manager shall be and shall serve as the business manager of the
commission, and, as such, it shall be his or her duty and responsibility to manage the business affairs of the
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commission relative to purchasing, merchandising, warehousing, rationing, distributing, inspecting,
investigating, licensing, and accounting, in accordance with policies established by the commission and in
compliance with the provisions of this act and with the rules and regulations adopted thereunder. In addition
to the foregoing, the business manager shall be exclusively responsible for the assigning, training, and
supervision of all commission classified employees.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

436.1213 Liquor control commission; employment of assistants and employees;
compensation; expenses.

Sec. 213. The commission may employ assistants, clerks, stenographers, employees, and experts as it
considers necessary, and fix their compensation, and incur such other expenses as are necessary to carry out
the provisions of this act, subject to appropriations provided by the legisature. Assistants and employees of
the commission are entitled to actual and necessary travel and other expenses while on the business of the
commission, if those expenses are authorized and approved by the commission.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

436.1215 Liquor control commission; rules and regulations; public hearings; record.

Sec. 215. (1) The commission shall adopt rules and regulations governing the carrying out of this act and
the duties and responsibilities of licensees in the proper conduct and management of their licensed places.
Rules shall be promulgated under the administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to
24.328.

(2) The commission shall hold public hearings twice each calendar year for the purpose of hearing
complaints and receiving the views of the public with respect to the administration of this act.

(3) The hearings shall be kept and transcribed as a part of the records of the commission.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

Administrativerules: R 436.571 et seq.; R 436.1001 et seq.; R 436.1101 et seq.; R 436.1301 et seq.; R 436.1401 et seq.; R 436.1501
et seq.; R 436.1601 et seq.; R 436.1701 et seq.; R 436.1801 et seq.; R 436.1851 et seq.; R 436.1951 et seq.; R 436.1963; and R 436.2001
et seq. of the Michigan Administrative Code.

436.1217 Liquor control commission; investigations; inspection and search of licensed
premises; seizure and use of evidence of violation; examining or copying books, records,
and papers; issuance of subpoena; oath or affirmation; court order; contempt; fees of
witnesses; service of subpoena; seal; certified copies as evidence.

Sec. 217. (1) The commission may make investigations that it considers proper in the administration of this
act and the rules promulgated under this act concerning alcoholic liquor, or the manufacture, distribution, or
sale of alcohalic liquor, or the collection of taxes on alcohalic liquor.

(2) A licensee shall make the licensed premises available for inspection and search by a commission
investigator or law enforcement officer empowered to enforce the commission's rules and this act during
regular business hours or when the licensed premises are occupied by the licensee or a clerk, servant, agent, or
employee of the licensee. Evidence of a violation of this act or rules promulgated under this act discovered
under this subsection may be seized and used in an administrative or court proceeding.

(3) The commission or a duly authorized agent of the commission may examine or copy the books,
records, or papers of a person relative to a requirement pertaining to this act, access to which has been
obtained pursuant to this section.

(4) A member of the commission or a duly authorized agent of the commission may issue a subpoena
requiring a person to appear before the commission or its duly authorized agent at any reasonable time and
place, to be examined with reference to any matter within the scope of the inquiry or investigation being
conducted by the commission, and to produce any books, records, or papers pertaining to the question
involved.

(5) A member of the commission or a duly authorized agent of the commission may administer an oath or
affirmation to awitnessin any matter before the commission, certify to official acts, and take depositions.

(6) In case of disobedience of a subpoena, the commission or its duly authorized agent may invoke the aid
of any circuit court of the state to compel the attendance and testimony of witnesses and the production of
books, records, and papers pertaining to the question involved. A circuit court of this state within the
jurisdiction of which the inquiry is conducted may, in case of contumacy or refusal to obey a subpoena, issue
an order requiring the person to appear before the commission or its duly authorized agent, to produce books,
records, and papers if so ordered, and to give evidence regarding the matter in question. Failure to obey the
order of the court may be punished by the court as a contempt of court.
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(7) The fees of witnesses required to appear before the commission shall be the same as those alowed to
witnesses in the circuit courts and shall be paid by the commission.

(8) A sheriff's department or police department shall, upon request of the commission, cause to be served a
subpoena that is directed to a person located within the jurisdiction of the sheriff's department or police
department. A fee shall not be charged for this service by the sheriff's department or police department.
Subpoenas may also be served by an investigator of the commission.

(9) The commission shall adopt a suitable seal, of which all courts of the state shall take judicia notice,
and all proceedings, orders, licenses, and official acts of the commission shall be authenticated by that seal.
Certified copies of the orders and records of the commission shall be prima facie evidence of the acts of the
commission in any court of this state.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

436.1219 Liquor control commission; branch offices.
Sec. 219. The commission shall be authorized to establish throughout the state of Michigan 4 branch
offices. The expense of the branch offices shall be paid by the commission in the manner provided in this act.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

436.1221 Liquor control commission; revolving fund; use; report; interest earnings;
disposition of money received; "revolving fund" defined.

Sec. 221. (1) The commission shall maintain a revolving fund derived from the money deposited to the
credit of the commission with the state treasurer. Money from the revolving fund shall be periodically
transferred to the general fund in accordance with the management and budget act, 1984 PA 431, MCL
18.1101 to 18.1594. The revolving fund must be used for replenishing, maintaining, warehousing, and
distributing liquor stock throughout this state and for administration of this act. The commission shall prepare
and submit a monthly report containing an accounting of the revolving fund to the state treasurer and to the
budget director. The monthly report must include an itemized account of al money received and all
expenditures made by the commission during the month covered in the report.

(2) Interest earnings on common cash attributable to the revolving fund must be credited to the revolving
fund and must be available to the commission for administration of this act.

(3) All money received by the commission under this act must be turned over to the state treasurer
according to department of treasury procedures.

(4) All money deposited by the commission with the state treasurer must be credited to the revolving fund
for expenditures or transfers authorized under subsection (1).

(5) Asused in this section, "revolving fund" means the revolving fund established under subsection (1).

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;0 Am. 2018, Act 155, Eff. Oct. 1, 2018;0 Am. 2018, Act 346, Imd. Eff. Oct. 16,
2018.

436.1223 Liquor control commission; interest of members or employees.

Sec. 223. A member or employee of the commission shall not be pecuniarily interested, directly or
indirectly, in the manufacture, warehousing, sale, distribution or transportation, or selling or furnishing of any
equipment, furnishings, or refrigeration used in the manufacture or sale of alcoholic liquor within this state.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

436.1225 Liquor control commission; civil liability of commission or members.

Sec. 225. The commission or a member of the commission shall not be personally liable for any action at
law for damages sustained by a person because of an action performed or done by the commission or a
member of the commission in the performance of their respective duties in the administration and
implementation of this act.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

436.1227 Liquor control commission; establishment of state liquor stores; basis.

Sec. 227. The commission may establish state liquor stores throughout this state. In counties with a
population of less than 40,000 according to the most recent federal census, there shall not be more than 1 store
in that county, and in counties with a population of 40,000 or more according to the most recent federal
census, there shall not be more than 1 store located in that county for each 40,000 population or major fraction
thereof according to the most recent federal census. However, the commission may in its discretion establish a
state liquor store in any village or city with a population of 3,000 or more according to the most recent federal
census.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.
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436.1229 Licensing hotel or merchant to sell spirits for consumption off premises; sale of
alcoholic liquor; price; rules; definitions.

Sec. 229. (1) The commission may license a hotel or merchant, in places that the commission may
designate, to sell spirits for consumption off the premises, notwithstanding section 233(1). Except as
otherwise provided in this section, if acoholic liquor is sold by a specialy designated distributor under a
license issued under this section, it shall not be sold at less than the minimum retail selling price fixed by the
commission and under rules promulgated by the commission.

(2) The commission may, by rule or order, allow a specially designated distributor to sell alcoholic liquor
at less than the minimum retail selling price in order to dispose of inventory at a price and under conditions
and procedures established through that rule or order.

(3) Asused in this section and in sections 1201, 1203, and 1207, "retail selling price" means the price the
commission pays for spirits plus the gross profit established in section 233.

(4) As used in this section, "minimum retail selling price” means retail selling price plus the specific taxes
imposed in sections 1201, 1203, and 1207.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;(0 Am. 2004, Act 407, Imd. Eff. Nov. 29, 2004;00 Am. 2005, Act 288, Imd. Eff. Dec.
19, 2005;01 Am. 2011, Act 166, Eff. Oct. 1, 2012.

436.1231 Liquor control commission; handling of alcoholic liquor; gross profit; leasing and
purchasing power.

Sec. 231. The commission may buy, possess, and sell in its own name all alcoholic liquor for distribution
as provided in sections 227 and 229. The commission shall supply such types of alcoholic liquor as are
demanded by the public. However, if abrand so demanded is not manufactured within the United States or is
not readily obtainable within the United States, then an order for that brand shall be filled by the commission
at the entire expense of the person placing that order subject to any gross profit or discounts, or both, provided
for in section 233. The commission may lease or occupy any building or land required for its operation, and
may purchase any warehouse required for its operation, subject to the approval of the state administrative
board.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

436.1233 Uniform prices for sale of alcoholic liquor; gross profit; prices for sale of alcoholic
liquor to hospitals, charitable institutions, and military establishments; discount for
certain sales of alcoholic liquor; application and certification of qualified small distiller by
department of agriculture and rural development; annual report; expiration of certificate;
record retention; definitions.

Sec. 233. (1) The commission shall establish uniform prices for the sale of alcohalic liquor by specially
designated distributors. Except as otherwise provided in this section, the prices must return a gross profit to
the commission of not less than 51% and not greater than 65%. If alcoholic liquor purchased by the
commission has not met sales standards established by the commission for 6 months, the commission may sell
the alcoholic liquor at a price to be approved by the state administrative board.

(2) Notwithstanding subsection (1), the commission may establish by rule prices for the sale of acoholic
liquor to hospitals, charitable institutions, and military establishments located in this state.

(3) Except as otherwise provided in this subsection, specially designated distributors and on-premises
licensees are entitled to a 17% discount from the uniform prices described in subsection (1) on alcoholic
liquor purchased from this state. Beginning July 1, 2020 until July 1, 2021, on-premises licensees are entitled
to a 23% discount from the uniform prices described in subsection (1) on alcoholic liquor purchased from this
state.

(4) Beginning on the effective date of the amendatory act that added this subsection, and July 1 of each
year after that date, a small distiller or an out-of-state entity that is the substantial equivalent of a small
distiller may file an application with the department of agriculture and rural development to be certified as a
qualified small distiller. An application under this subsection must be on a form prescribed and furnished by
the department of agriculture and rural development. The department of agriculture and rural development
may charge a reasonable certification fee. The certification fee received by the department of agriculture and
rural development under this subsection must be deposited in the Michigan craft beverage council fund
created under section 303a.

(5) Beginning January 1, 2023, the price for each bottle of qualified distilled spirits manufactured by a
qualified small distiller must return a gross profit to the commission of 32.5%.

(6) The department of agriculture and rural development shall certify that an applicant under subsection (4)
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is aqualified small distiller if the department of agriculture and rural development determines that the base
digtillate of the small distiller or the out-of-state entity that is the substantial equivalent of asmall distiller is at
least 40% distilled from qualified grain grown and harvested in this state.

(7) Not later than November 1, 2022, and each November 1 thereafter, the department of agriculture and
rural development shall submit a report to the commission. A report under this subsection must include the
name of each qualified small distiller certified under subsection (6).

(8) A qualified small distiller certificate expires on July 1 following the date of issuance.

(9) A small distiller or an out-of-state entity that is the substantial equivalent of a small distiller that
knowingly supplies false information to the department of agriculture and rura development or the
commission under this section is guilty of a misdemeanor punishable by imprisonment for not more than 1
year or a fine of not more than $3,000.00, or both. A small distiller or an out-of-state entity that is the
substantial equivalent of a small digtiller that knowingly supplies false information as described in this
subsection shall pay the commission the difference between the gross profit the commission would have
received under subsection (1) if the small distiller or the out-of-state entity that is the substantial equivalent of
asmall distiller was not aquaified small distiller, as determined by the commission.

(10) A qualified small distiller shall keep a complete and accurate set of records and accounts of all
transactions pertaining to the operation of its distillery, including, but not limited to, records and accounts of
all qualified grain received in or withdrawn from the digtillery, all acknowledgment forms and Michigan
certification of origination statements in the qualified small distiller's possession, copies of al contracts, and
acknowledgment forms returned to and settled by the qualified small distiller. The department of agriculture
and rural development and the commission may examine the records and accounts pertaining to the qualified
small distiller's qualified grain handling business at any time during normal business hours.

(11) Asused in this section:

(a) "Acknowledgment form" means a scale weight ticket, a load dlip, or any other evidence of deposit
issued by a small distiller, an out-of-state entity that is the substantial equivalent of a small distiller, or the
authorized representative of a small distiller or out-of-state entity that is the substantial equivalent of a small
distiller to a depositor that identifies the qualified grain being transferred from possession of the depositor to
the possession of the small digtiller or the out-of-state entity that is the substantial equivalent of a small
distiller.

(b) "Depositor" means either of the following:

(i) A person that delivers qualified grain to a small distiller or an out-of-state entity that is the substantial
equivalent of asmall distiller for storage, processing, shipment, or sale and that has title to qualified grain at
the time of delivery.

(if) A person that owns or that is the legal holder of an acknowledgment form issued by a depositor for
qualified grain.

(c) "Michigan certification of origination statement” means a signed statement from a depositor or
producer on an acknowledgement form that deposited qualified grain was grown and harvested in this state.

(d) "Qudlified distilled spirits' means distilled spirits manufactured by a qualified small distiller of which
at least 40% of the base digtillate is distilled from qualified grain grown and harvested in this state.

(e) "Qualified grain" means any of the following:

(i) Dry barley.

(i) Malted barley.

(iii) Oats.

(iv) A small grain.

(V) A ceredl grain.

(vi) Potato.

(vii) Corn.

(viii) Fruit.

(iX) Sugar beets.

(x) Honey.

(f) "Qualified small ditiller" means a small ditiller or an out-of-state entity that is the substantial
equivalent of a small distiller certified by the department of agriculture and rural development under this
section as having at least 40% of the base distillate used to manufacture spirits that are distilled from qualified
grain grown and harvested in this state. The base distillates may be distilled by the small distiller or the
out-of-state entity that is the substantial equivalent of a small distiller or may be distillates purchased or
received and further manufactured in compliance with section 204a.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;00 Am. 2020, Act 126, Imd. Eff. July 1, 2020;0 Am. 2022, Act 135, Eff. Oct. 5, 2022.
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436.1235 Search warrant; seizure of property.

Sec. 235. A search warrant may be issued in accordance with the code of criminal procedure, 1927 PA
175, MCL 760.1 to 776.21. Under such a search warrant the officer may seize any acohalic liquor,
containers, implements, or conveyances used in connection with the violation of this act or any rule
promulgated under this act. A property right does not exist in any alcohalic liquor had, kept, transported, or
possessed contrary to law or in any receptacle or container of any kind in which the alcoholic liquor is found,
and all such are hereby declared contraband and forfeited to the state and shall be seized. All alcohalic liquor,
containers, implements, or conveyances seized under any such search warrant shall be turned over to the
commission by direction of the court or magistrate and shall be disposed of in accordance with the rules
promulgated under this act, which shall guarantee the return of such property, or payment of money received
for the sale of that property, to the owner unless the owner is charged and convicted of the alleged offense or
offenses in connection with which the search and seizure was made.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998.

CHAPTER 3

436.1301 Wine tax; levy and collection; rate; sacramental wines; tax on mixed spirit drink;
payment; incorporation of farm mutual cooperative wineries; licensing; fee; certification of
stockholders or members; payment of tax by wholesaler; rules.

Sec. 301. (1) The commission shall levy and collect on all wine containing 16% or less of acohol by
volume sold in this state a tax at the rate of 13.5 cents per liter if sold in bulk and in alike ratio if sold in
smaller quantities.

(2) The commission shall levy and collect on all wine containing more than 16% of alcohol by volume sold
in this state atax at the rate of 20 cents per liter if sold in bulk and in alikeratio if sold in smaller quantities.

(3) Sacramental wine is nontaxable when used by churches. A person may import sacramental wines. The
commission shall not impose restrictions on importations of wine for sacramental purposes but may
promulgate rules to prevent any abuses that result from the importations. A wholesaler or an outstate seller of
wine may sell sacramental wine directly to a church for sacramental purposes.

(4) The commission shall levy and collect on al mixed spirit drink sold in this state a tax at the rate of 30
cents per liter if sold in bulk or alike ratio if sold in smaller quantities.

(5) After January 31, 2015, if the wine is manufactured in this state the tax must be paid by the wine maker
who manufactured the wine or if the wine is manufactured outside this state the tax must be paid by the
wholesaler assigned to distribute that wine.

(6) After January 31, 2015, if the mixed spirit drink is manufactured in this state the tax must be paid by
the manufacturer of the mixed spirit drink or if the mixed spirit drink is manufactured outside this state the tax
must be paid by the wholesaler assigned to distribute that mixed spirit drink.

(7) On approva by the commission, the department of licensing and regulatory affairs shall incorporate a
limited number of farm mutual cooperative wineries as the commission determines to be beneficia to the
Michigan grape and fruit industry. These wineries must be licensed under this act and the payment of 1
license fee annually by the corporation authorizes wine making on the premises of the corporation and also on
the premises of the grape and fruit growing farmers who are members of or stockholders in the corporation.
Upon incorporation of a farmers cooperative corporation as provided for in this section, the members of or
the stockholders in the corporation are certified to be Michigan grape and fruit growing farmers. Wine making
by cooperative corporations on farm premises is allowed, but al sales of the wine must be made by the
corporation and from the corporation premises.

(8) A wine maker or manufacturer of a mixed spirit drink may designate a wholesaler to pay the tax on
behalf of the wine maker or manufacturer, respectively. If a wine maker or manufacturer designates a
wholesaler to pay the tax on its behalf, that wine maker or manufacturer shall notify the commission of the
designation and provide the commission with a copy of its report of wine premises operationsthat it filed with
the Alcohol and Tobacco Tax and Trade Bureau of the United States Department of Treasury for each
caendar year. A wholesder that is responsible for the payment of the tax under this section or that is
designated to pay the tax under this section on behalf of the wine maker or manufacturer of the mixed spirit
drink is only required to pay the tax on the number of liters actually sold by the wholesaler to licensed
retailers.

(9) The commission shall establish by rule a method for the collection of the tax levied in this section and
reporting requirements for wholesalers, wine makers, outstate sellers of mixed spirit drink, and outstate sellers
of wine to verify the remission of taxes to this state. Except as otherwise provided in this subsection, the
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commission shall not require that the tax be paid in less than monthly intervals. Beginning March 15, 2020,
the commission shall not require that the tax be paid in less than quarterly intervals. The rules under this
subsection must be promulgated pursuant to the administrative procedures act of 1969, 1969 PA 306, MCL
24.201 to 24.328.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;00 Am. 2014, Act 49, Imd. Eff. Mar. 25, 2014;,0 Am. 2020, Act 110, Imd. Eff. July 1,
2020;0 Am. 2021, Act 19, Eff. Aug. 23, 2021.

Administrativerules: R 436.1001 et seq.; R 436.1701 et seq.; and R 436.1801 et seq. of the Michigan Administrative Code.

436.1303 Grape and wine industry council; creation; to be known as Michigan craft beverage
council; appointment, qualifications, and terms of members; chairperson; personnel;
expenses; liability on contracts; compensation; books and records; disposition of money
received; award and administration of grants; duties and powers of council; rules;
lobbying prohibited; exception; establishment of commodity committee; definitions.

Sec. 303. (1) The grape and wine industry council created under Executive Reorganization Order No.
2014-2, MCL 333.26253, shall be housed within the department of agriculture and rura development.
Beginning on the effective date of the 2018 amendatory act that amended this section, the council shall be
known as the Michigan craft beverage council and shall consist of the following members:

(a) As a nonvoting member, the director of the department of agriculture and rural development or his or
her designee.

(b) Subject to subsection (2), the following voting members, appointed by the governor:

(i) A representative of retail food establishments that hold a specially designated merchant license and sell
Michigan wines or beer.

(ii) A representative of restaurants that hold a class C license and serve Michigan wines, beer, or spirits.

(i) Two representatives of wine makers.

(iv) A representative of wine makers that primarily manufacture cider.

(v) A representative of large brewers.

(vi) One of the following:

(A) A representative of micro brewers.

(B) A representative of brewpub license holders.

(vii) A representative of small digtillers.

(viii) A representative of distillers that manufacture more than 60,000 gallons of spirits per year.

(2) Thefollowing apply to a member of the council appointed under subsection (1)(b):

(a) The member's principal place of business must be located in this state.

(b) The member must not be a lobbyist or a lobbyist agent as those terms are defined in section 5 of 1978
PA 472, MCL 4.415.

(3) Voting members of the council appointed by the governor under subsection (1) shall serve for terms of
3 years or until a successor is appointed, whichever is later, except that of the voting members first appointed,
3 shall serve for 1 year, 3 shal serve for 2 years, and 3 shall serve for 3 years. A voting member shall not
serve more than 2 consecutive terms. A vacancy on the board shall be filled in the same manner as the
original appointment. The director of the department of agriculture and rural development is the chairperson
of the council.

(4) The council may employ personnel and incur expenses that are necessary to carry out the
responsibilities of the council under this act. A member of the council or an employee or agent of the council
is not personally liable on the contracts of the council.

(5) A nongovernmental member of the council may receive $50.00 per day for each day spent in actual
attendance at meetings of the council and traveling expenses while on council business in accordance with
standard travel regulations of the department of technol ogy, management, and budget.

(6) The council shall maintain accurate books and records, and al money received by the council shall be
used to implement and enforce this section. The council may accept money from any source for the purpose
of carrying out this section. All money received by the council shall be forwarded to the state treasurer for
deposit into the Michigan craft beverage council fund created in section 303a.

(7) Subject to an appropriation, the council shall direct the department of agriculture and rural development
to award grants for the following:

(a) Research into both of the following:

(i) Fruits used in winemaking and wines, including, but not limited to, methods of planting, growing,
controlling insects and diseases, charting microclimates and locations for growing desirable varieties of fruits
used in winemaking and wines, marketing, processing, distribution, advertising, sales production, and product
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development.

(if) Hops, barley, beer, and spirits, including, but not limited to, methods of planting, growing, controlling
insects and diseases, marketing, processing, distribution, advertising, sales production, and product
development.

(b) Projects that do 1 or more of the following:

(i) Provide the wine industry, including growers, wineries, distributors, and retailers, with information
relative to proper methods of handling and selling fruits used in winemaking and wines.

(if) Provide the brewing and distilling industries, including growers, brewers, distillers, distributors, and
retailers, with information relative to proper methods of handling and selling hops, barley, beer, spirits, and
mixed spirit drinks.

(iii) Provide for market surveys and analyses for purposes of expanding existing markets and creating new
and larger markets for Michigan agricultural products such as fruits, hops, and barley, that are used in the
production of wine, cider, beer, spirits, and mixed spirit drinks.

(iv) Provide for the promotion of the sale of Michigan agricultural products such as fruits, hops, and barley,
that are used in the production of wine, cider, beer, spirits, and mixed spirit drinks for the purpose of
maintaining or expanding present markets and creating new and larger domestic and foreign markets.

(v) Develop and administer financial aid programs to growers of fruits used in winemaking to encourage
the increased planting in this state of desirable fruit varieties in microclimates determined to provide the best
conditions for producing quality wines.

(vi) Develop and administer financial aid programs to hops growers to encourage increased planting in this
state of desirable hops varieties in microclimates determined to provide the best conditions for producing
quality beer.

(vii) Develop and administer financial aid programs to barley growers to encourage increased planting in
this state of desirable barley varieties in microclimates determined to provide the best conditions for
producing quality beer.

(viii) Establish educational partnerships to benefit the beer, wine, cider, spirits, and mixed spirit drink
industries.

(8) The department of agriculture and rural development shall administer the grants awarded under
subsection (7).

(9) The council shall do all of the following:

(a) Apply for and accept grants or contributions from the federal government or any of its agencies, the
state, or other public or private agencies to be used for any of the purposes of this section and to do any and
all things within its express or implied powers necessary or desirable to secure that financia or other aid or
cooperation in the carrying out of any of the purposes of this section.

(b) Invite the chief executive officer of the Michigan economic development corporation or his or her
designee to attend at least 1 council meeting annually to inform the council about partnership activities and
opportunities related to the marketing and promotion of Michigan agricultural products such as fruits, hops,
and barley, that are used in the production of wine, cider, beer, spirits, and mixed spirit drinks.

(c) Invite the director of the department of licensing and regulatory affairs to attend at least 1 council
meeting annually to inform the council about funding activities affecting the council.

(d) Prepare and adopt an annual budget.

(10) Based on the information provided to the council under subsection (9)(b) and (c), the council may do
either or both of the following:

(a) Take actions that will enhance the marketing and promotion of Michigan agricultural products, such as
fruits, hops, and barley, that are used in the production of wine, cider, beer, spirits, and mixed spirit drinks.

(b) Annually review and adopt strategies for marketing and promotion of Michigan agricultural products,
such as fruits, hops, and barley, that are used in the production of wine, cider, beer, spirits, and mixed spirit
drinks.

(11) The council may promulgate rules pursuant to the administrative procedures act of 1969, 1969 PA
306, MCL 24.201 to 24.328, for the purposes of implementing and enforcing this section. However, the
council shall not promulgate a rule that conflicts with a rule promulgated by the commission under section
215.

(12) Except as otherwise provided in this subsection, the council shall not engage in lobbying. This
subsection does not prohibit the council or a council member or council employee from providing technical
information to the legislature or to the department of agriculture and rural development, regardless of whether
the council, council member, or council employee is appearing before an officially convened legislative
committee or department of agriculture and rural development hearing panel, if the technical information is
related to the council's duties under this section.
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(13) This section does not prevent the council from establishing a commodity committee under the
agriculture commaodities marketing act, 1965 PA 232, MCL 290.651 to 290.674.

(14) Asused in this section:

(a) "Cider" means an acoholic beverage made from the fermentation of juice from primarily apples or
pears, or both, which contains not less than 1/2 of 1% and not more than 8.5% of acohol by volume. Cider
may be still or carbonated and may contain other fruits, spices, botanicals, or other flavors.

(b) "Council" means the Michigan craft beverage council described in subsection (1).

(c) "Large brewer" means a brewer that produces in total at least 60,000 barrels of beer and not more than
1,000,000 barrels of beer per year. In determining the barrel threshold under this subdivision, al brands and
labels of a brewer, whether brewed in this state or outside this state, must be combined and all facilities for
the production of beer that are owned or controlled by the same person are treated as a single facility.

(d) "Lobbying" means that term as defined in section 5 of 1978 PA 472, MCL 4.415.

(e) "Technical information" means that term as defined in section 5 of 1978 PA 472, MCL 4.415.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;0 Am. 2018, Act 154, Eff. Oct. 1, 2018.

Compiler's note: For transfer of powers and duties of the grape and wine industry council to the new grape and wine industry
council, and abolishment of grape and wine industry council, see E.R.O. No. 2014-2, compiled at MCL 333.26253.

436.1303a Michigan craft beverage council fund; creation; receipt of money or other assets;
deposit; investment; interest and earnings; money remaining at close of fiscal year;
expenditure; "Michigan craft beverage council" defined.

Sec. 303a. (1) The Michigan craft beverage council fund is created within the state treasury.

(2) The state treasurer may receive money or other assets from any source for deposit into the Michigan
craft beverage council fund. The state treasurer shall direct the investment of the Michigan craft beverage
council fund. The state treasurer shall credit to the Michigan craft beverage council fund interest and earnings
from fund investments.

(3) Money in the Michigan craft beverage council fund at the close of the fiscal year must remain in the
fund and must not lapse to the general fund. However, for the fiscal year ending September 30, 2020,
$476,500.00 of the money in the Michigan craft beverage council fund is transferred to and must be deposited
into the general fund.

(4) Subject to subsection (5), money from the Michigan craft beverage council fund must be expended
annually, on appropriation, for the following:

(& Not more than $80,000.00 may be used by the department of agriculture and rural development to
administer the grants program under section 303.

(b) Not less than 50% of the money that is expended after the expenditure under subdivision (a) may be
used for grants under section 303(7)(a).

(c) For grants under section 303(7)(b).

(d) For the Michigan craft beverage council to carry out its responsibilities under this act.

(5) Notwithstanding subsection (4), if the Michigan craft beverage council receives money under section
303(9)(a), the money may be expended for the purposes and subject to the conditions for which it was
received.

(6) As used in this section, "Michigan craft beverage council” means the Michigan craft beverage council
created in section 303.

History: Add. 2018, Act 155, Eff. Oct. 1, 2018;00 Am. 2020, Act 200, Imd. Eff. Oct. 15, 2020.

436.1305 Wine and mixed spirit drink industry; purpose of section; reasons for regulation;
definitions; prohibited conduct; servicing impacted sales territory; termination,
cancellation, nonrenewal, or discontinuance of agreement; burden; notice; test marketing;
sales and distribution; transfer of wholesaler's business; compensation for diminished
value of wholesaler's business; arbitration; costs; default; waiver; good faith dispute
settlement; agreement binding on successor to supplier; agreements to which section
applicable; civil action for actual damages; liability; action for declaratory judgment;
exemplary damages; injunctive relief; procedure for resolving violations.

Sec. 305. (1) The purpose of this section is to provide a structure for the business relations between a
wholesaler of wine or mixed spirit drink and a supplier of wine of mixed spirit drink. Regulation in thisareais
considered necessary for the following reasons:

(a) To maintain stability and healthy competition in the wine and mixed spirit drink industry in this state.

(b) To promote and maintain a sound, stable, and viable 3-tier distribution system of wine and mixed spirit
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drink to the public.

(c) To recognize the marketing distinctions between beer, wine, and mixed spirit drink.

(d) To promote the public health, safety, and welfare.

(2) Asused in this section, unless the context requires otherwise:

(a) "Agreement” means any agreement between a wholesaler and a supplier, whether oral or written,
whereby awholesaler is granted the right to offer and sell a brand or brands of wine or mixed spirit drink sold
by a supplier.

(b) "Ancillary business’ means a business owned by a wholesaler, a stockholder of a wholesaler, or a
partner of a wholesaler the primary purpose of which is directly related to the transporting, storing, or
marketing of the brand or brands of wine or mixed spirit drink of a supplier with whom the wholesaler has an
agreement; or a business owned by a wholesaler, a stockholder of a wholesaler, or a partner of a wholesaler
that recycles empty returnable beverage containers.

(c) "Designated member" means the spouse, child, grandchild, parent, brother, or sister of a deceased
individual who owned an interest in a wholesaler, who is entitled to inherit the deceased individual's
ownership interest in the wholesaler under the terms of the deceased individual's will, or who has otherwise
been designated in writing by the deceased individual to succeed the deceased individual in the wholesaler's
business, or is entitled to inherit that ownership interest under the laws of intestate succession of this state.
With respect to an incapacitated individual owning an ownership interest in a wholesaler, the term means the
person appointed by a court as the conservator of that individual's property. The term also includes the
appointed and qualified personal representative and the testamentary trustee of a deceased individual owning
an ownership interest in awholesaler.

(d) "Good faith" means honesty in fact and the observance of reasonable commercial standards of fair
dealing in the trade, as defined and interpreted under section 1201 of the uniform commercial code, 1962 PA
174, MCL 440.1201.

(e) "Master distributor" means a wholesaler that acts in the same or similar capacity as a wine maker,
mixed spirit drink manufacturer, an outstate seller of wine, or an outstate seller of mixed spirit drink for a
brand or brands of wine or mixed spirit drink to other wholesalers on a regular basis in the normal course of
business.

(f) "Reasonable qualifications' means the average standard of the criteria used by the respective supplier
for wholesalers that entered into or renewed an agreement with the suppliers during a period of 24 months
before the proposed transfer of the wholesaler's business.

(g) "Retaliatory action" means action that includes, but is not limited to, the refusal to continue an
agreement, or a material reduction in the quality of service or quantity of products available to a wholesaler
under an agreement, which refusal or reduction is not made in good faith.

(h) "Sales territory" means an area of sales responsibility for the brand or brands of wine or mixed spirit
drink sold by a supplier as designated by an agreement.

(i) "Successor" means a supplier that obtains, in any manner from any person, including a person that is not
a supplier, the distribution rights of 1 or more brands of wine or mixed spirit drink that a licensed Michigan
wholesaler has distributed in this state under an agreement with another supplier, that previously had the
distribution rights for the brand or brands.

() "Supplier" means a wine maker, mixed spirit drink manufacturer, an outstate seller of wine, an outstate
seller of mixed spirit drink, or amaster distributor.

(k) "Transfer of a wholesaler's business' means the voluntary sale, assignment, or other transfer of the
business or control of the business of the wholesaler, including the sale or other transfer of stock or assets by
merger, consolidation, or dissolution.

(3) A supplier shal not do any of the following:

(a) Coerce, or attempt to coerce, a wholesaler to accept delivery of any wine, mixed spirit drink, or other
commodity that has not been ordered by the wholesaler. However, a supplier may impose reasonable
inventory requirements on a wholesaler if the requirements are made in good faith and are generally applied
to other wholesalers having an agreement with the supplier.

(b) Coerce, or attempt to coerce, a wholesaler to accept delivery of any wine, mixed spirit drink, or other
commodity ordered by a wholesaler if the order was properly canceled by the wholesaler in accordance with
the procedures agreed on by the supplier and wholesaler.

(c) Coerce, or attempt to coerce, a wholesaler to do any illegal act by threatening to amend, cancel,
terminate, or refuse to renew any agreement existing between the supplier and wholesaler.

(d) Require awholesaler to assent to any condition, stipulation, or provision limiting the wholesaler's right
to sell the brand or brands of wine or mixed spirit drink of any other supplier anywhere in this state unless the
acquisition of the brand or brands of another supplier would materially impair the quality of service of the
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brand or brands of the supplier presently being sold by the wholesaler.

(e) Require a wholesaler to purchase 1 or more brands of wine or mixed spirit drink in order for the
wholesaler to purchase another brand or brands of wine or mixed spirit drink for any reason. However, a
wholesaler that has agreed to distribute a brand or brands before June 26, 1984 shall continue to distribute the
brand or brands in conformance with this section.

(f) Request a wholesaler to submit profit and loss statements, balance sheets, or financia records as a
requirement for renewing or retaining an agreement.

(g) Withhold delivery of wine or mixed spirit drink ordered by a wholesaler, or change a wholesaler's
quota of abrand or brands if the withholding or change is not made in good faith.

(h) Require a wholesaler by any means to participate in or contribute to any local or national advertising
fund controlled directly or indirectly by a supplier.

(i) Fail to provide each wholesaler of the supplier's brand or brands with a written agreement that contains
in total the supplier's agreement with each wholesaler, and designates a specific salesterritory.

(j) Fix, maintain, or establish the price at which awholesaler shall sell any wine or mixed spirit drink.

(k) Take any retaliatory action against a wholesaler that files a complaint regarding an alleged violation by
the supplier of state or federal law or an administrative rule.

() Require or prohibit any change in the manager or successor manager of any wholesaler that has been
approved by the supplier as of June 26, 1984. If, after June 26, 1984, a supplier requires a manager or
successor manager be appointed, or if a wholesaler changes an approved manager or successor manager, a
supplier shall not interfere with or prohibit the appointment unless the person fails to meet the reasonable
written standards for Michigan wholesalers of the supplier that have been provided to the wholesaler.

(m) Require by a provision of any agreement or other instrument in connection with the agreement that any
dispute arising out of or in connection with that agreement be determined through the application of any other
state's laws. Any supplier or wholesaler aggrieved by any dispute arising out of or in connection with an
agreement governed by this act has the right to file an appropriate action consistent with this act in any court
in this state having venue.

(4) A wholesaler shall not sell or deliver wine or mixed spirit drink to aretail licensee located outside the
sales territory designated by the supplier of a particular brand or brands of wine or mixed spirit drink.
However, during periods of temporary service interruptions impacting a particular sales territory, a wholesaler
that normally services the impacted sales territory shall file with the commission a written notice designating
the specific wholesaler or wholesalers that will service the sales territory during the period of temporary
service interruption and the approximate length of time of the service interruption. When the temporary
service interruption is over, the wholesaler that normally services the sales territory shall notify in writing the
commission and the wholesaler, or wholesalers, which is servicing the sales territory on a temporary basis of
this fact and any wholesaler servicing the sales territory on a temporary basis shall cease servicing the sales
territory upon receipt of the notice. A wholesaler that is designated to service the impacted sales territory
during the period of temporary service is not in violation of this subsection. A wholesaler that has been
designated to service the impacted sales territory during the period of temporary service interruption does not
have any of the rights provided under subsections (6) to (12).

(5) A supplier or wholesaler shall not directly or indirectly restrict or inhibit the right of free association
among suppliers or wholesalers for any lawful purpose.

(6) Notwithstanding the terms, provisions, or conditions of any agreement, a supplier shall not amend any
agreement unless the supplier is acting in good faith in making the amendment.

(7) Notwithstanding any agreement and except as otherwise provided for in this section, a supplier shall
not cause a wholesaler to resign from an agreement; or cancel, terminate, fail to renew, or refuse to continue
under an agreement unless the supplier has complied with all of the following:

(a) Has satisfied the applicable notice requirements of subsection (10).

(b) Has acted in good faith.

(c) Has good cause for the cancellation, termination, nonrenewal, discontinuance, or forced resignation.

(8) Notwithstanding any agreement, good cause shall exist for the purposes of a termination, cancellation,
nonrenewal, or discontinuance under subsection (7)(c) when al of the following occur:

(a) The wholesaler fails to comply with aprovision of the agreement that is both reasonable and of material
significance to the business rel ationship between the wholesaler and the supplier.

(b) The supplier first acquired knowledge of the failure described in subdivision (a) not more than 2 years
before the date notification was given under subsection (7).

(c) The wholesaler was given written notice by the supplier of failure to comply with the agreement.

(d) The wholesaler was afforded a reasonable opportunity to assert good faith efforts to comply with the
agreement within the time limits as provided for in subdivision (€).
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(e) The wholesaler has been afforded 25 daysin which to submit a plan of corrective action to comply with
the agreement and an additional 75 days to cure the noncompliance in accordance with the plan.

(9) A supplier or wholesaler who terminates, cancels, nonrenews, or discontinues an agreement has the
burden of showing that it has acted in good faith, complied with the applicable notice requirements under this
section, and that there was good cause for the termination, cancellation, nonrenewal, or discontinuance.

(10) Notwithstanding any agreement and except as otherwise provided in this section, a supplier shall
furnish written notice of a termination, cancellation, nonrenewal, or discontinuance of an agreement to the
wholesaler not less than 15 days before the effective date of the termination, cancellation, nonrenewal, or
discontinuance. The notice must be by certified mail and must contain all of the following:

(a) A statement of intention to terminate, cancel, not renew, or discontinue the agreement.

(b) A statement of the reason for the termination, cancellation, nonrenewal, or discontinuance.

(c) The effective date of the termination, cancellation, nonrenewal, or discontinuance.

(12) Notwithstanding subsections (7) and (10), a supplier may immediately terminate, cancel, not renew, or
discontinue an agreement on written notice given in the manner and containing the information required by
subsection (10) if any of the following occur:

(a) Insolvency of the wholesaler, the filing of any petition by or against the wholesaler under any
bankruptcy or receivership law, or the dissolution or liquidation of the wholesaler that materially affects the
wholesaler's ability to remain in business.

(b) The commission revokes the wholesder's license whereby the wholesaler cannot service the
wholesaler's sales territory for more than 60 days.

(c) The wholesaler, or an individual who owns more than 10% of the stock of a corporate wholesaler, is
convicted of a felony. However, an existing approved stockholder has the right to purchase the stock of the
offending stockholder before the conviction of the offending stockholder, and if the sale is completed before
conviction, this subdivision does not apply. As used in this subdivision, "felony" means a felony under the
United States code or the Michigan Compiled Laws.

(12) Notwithstanding subsections (7), (10), and (11), on not less than 15 days prior written notice givenin
the manner and containing the information required by subsection (10), a supplier may terminate, cancel, not
renew, or discontinue an agreement if any of the following events occur:

(8) There was fraudulent conduct on the part of the wholesaler in dealings with the supplier.

(b) The wholesaler failed to confine its sales of a brand or brands to the assigned sales territory. This
subdivision does not apply if there is a dispute between 2 or more wholesalers as to the boundaries of the
assigned territory, and the boundaries cannot be determined by a reading of the description contained in the
agreements between the supplier and the wholesalers.

(c) The sale by the wholesaler of any brand or brands sold by the supplier to the wholesaler that the
wholesaler knew were ineligible for sale before the actual sale to the retailer. The supplier shall repurchase
the ineligible product from the wholesaler when the indligibility is caused by the supplier. The supplier must
give the wholesaler written notice specifying the ineligible product.

(13) Notwithstanding subsections (7), (10), (11), and (12), a supplier may terminate, cancel, not renew, or
discontinue an agreement upon not less than 30 days prior written notice if the supplier discontinues
production or discontinues distribution in this state of all the brands sold by the supplier to the wholesaler.
Nothing in this section prohibits a supplier upon not less than 30 days' notice to discontinue the distribution of
any particular brand or package of wine or mixed spirit drink. This subsection does not prohibit a supplier
from conducting test marketing of a new brand of wine or mixed spirit drink or from conducting the test
marketing of a brand of wine or mixed spirit drink that is not currently being sold in this state if the supplier
has notified the commission in writing of its plans to test market. The notice must describe the market areain
which the test must be conducted; the name or names of the wholesaler or wholesalers who will be selling the
wine or mixed spirit drink; the name or names of the brand of wine or mixed spirit drink being tested; and the
period of time during which the testing will take place. A market testing period must not exceed 18 months.

(14) A wholesaler shall devote reasonable efforts and resources to sales and distribution of al the
supplier's products that the wholesaler has been granted the right to sell and distribute and shall maintain
reasonable sales levels.

(15) A supplier shall not withhold consent to any transfer of a wholesaler's business if the proposed
transferee meets the material and reasonable qualifications and standards required by the supplier. A
wholesaler shall give the supplier written notice of intent to transfer the wholesaler's business. A supplier
shall not unreasonably delay a response to a request for a proposed transfer of a wholesaer's business.
However, atransfer of awholesaler's business that is not approved by the supplier isvoid. A supplier shall not
interfere with, or prevent, the transfer of the wholesaler's business if the proposed transferee is a designated
member.

Rendered Tuesday, April 9, 2024 Page 31 Michigan Compiled Laws Complete Through PA 28 of 2024

O Courtesy of www.legislature.mi.gov



(16) A supplier as part of the written agreement required by this section may, subject to the provisions of
subsection (3)(1), require awholesaler to designate a successor manager who shall be subject to prior approval
by the supplier. If the designated successor manager fails to assume the role of approved manager or for any
reason does not continue to manage the wholesaler's business, after assuming that responsibility, then any
successor shall be subject to the prior approval of the supplier, subject to the provisions of subsection (3)(1),
notwithstanding the transferee's interest as a designated member.

(17) A supplier that has amended, canceled, terminated, or refused to renew any agreement; has caused a
wholesaler to resign from an agreement; or has withheld consent to any assignment or transfer of a
wholesaler's business, except as provided for in this section, shall pay the wholesaler reasonable
compensation for the diminished value of the wholesaler's business or of any ancillary business which has
been negatively affected by the act of the supplier, or both. The value of the wholesaler's business or ancillary
business must include, but not be limited to, its goodwill.

(18) A supplier or wholesaler may, at any time, determine that mutual agreement on the amount of
reasonable compensation cannot be reached. If such a determination is made, the supplier or the wholesaler
shall send written notice to the other party declaring their intention to proceed with arbitration. Arbitration
may proceed only by mutual agreement of both parties.

(19) The supplier and wholesaler may, by agreement, submit the matter of determining the amount of
compensation under arbitration to a 5-member arbitration panel consisting of 2 representatives selected by the
supplier but unassociated with the affected supplier, 2 wholesaler representatives selected by the wholesaler
but unassociated with the wholesaler, and an impartial arbitrator.

(20) Not more than 10 days after the notice to enter into arbitration has been sent, the supplier and
wholesaler shall request, in writing, alist of 5 arbitrators from the American arbitration association. Not more
than 10 days after the supplier and wholesaler receive of the list of 5 choices, the wholesaler arbitrators and
the supplier arbitrators may strike and disqualify up to 2 names each from the list. If the supplier or
wholesaler fails to respond within the 10 days or if more than 1 name remains, the American arbitration
association shall select the impartial arbitrator.

(21) Not more than 30 days after the supplier and wholesaler receive the list of arbitrators, the wholesaler
and supplier shall exchange in writing the names of their respective arbitration panel representatives.

(22) Not more than 30 days after the final selection of the arbitration panel is made, the arbitration panel
shall convene to decide the dispute. The panel shall render a decision by majority vote of the participants
within 20 days after the arbitration concludes.

(23) The cost of the impartial arbitrator, the stenographer, and the meeting site must be equally divided
between the wholesaler and the supplier. All other costs must be paid by the party incurring them. The award
of the arbitration panel isfinal and binding on the parties.

(24) If the supplier or wholesaler fails to abide by the time limitations as prescribed in subsections (20),
(21), and (22), or fails or refuses to select any arbitrators, or fails to participate in the arbitration hearings, the
other party shall make the selection of their arbitrators and proceed to arbitration. The party who has failed or
refused to comply as prescribed in this subsection is considered to be in default. Any party considered to bein
default under this subsection waives any rights the party would have had in the arbitration and is considered
to have consented to the determination of the arbitration panel.

(25) A wholesaler shall not waive any of the rights granted in this section. This section does not limit or
prohibit a good faith dispute settlement voluntarily entered into by the parties.

(26) A successor to a supplier that continues in business as a wine maker, mixed spirit drink manufacturer,
an outstate seller of wine, outstate seller of mixed spirit drink, or master distributor is bound by al terms and
conditions of each agreement of the supplier with awholesaler licensed in this state that were in effect on the
date on which the successor received the distribution rights of the previous supplier.

(27) This section applies to agreements in existence on June 26, 1984, as well as agreements entered into
or renewed after that date.

(28) If a supplier engages in conduct prohibited under this section, a wholesaler with which the supplier
has an agreement may maintain a civil action against the supplier to recover actual damages reasonably
incurred as the result of the prohibited conduct. If a wholesaler engages in conduct prohibited under this
section, a supplier with which the wholesaler has an agreement may maintain a civil action against the
wholesaler to recover actual damages reasonably incurred as the result of the prohibited conduct.

(29) A supplier that violates this section is liable for all actual damages and all court costs and reasonable
attorney fees incurred by a wholesaler as a result of that violation. A wholesaler that violates this section is
liable for all actual damages and all court costs and reasonable attorney fees incurred by the supplier as a
result of that violation.

(30) A supplier or wholesaler may bring an action for declaratory judgment for determination of any
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controversy arising under this section.

(31) Except as otherwise provided in this section, if a court finds that a supplier has not acted in good faith
in amending, terminating, canceling, or not renewing any agreement; or has unreasonably withheld its consent
to any assignment, transfer, or sale of a wholesaler's business, the court may award exemplary damages, as
well as actual damages, court costs, and reasonable attorney fees to the wholesaler that has been damaged by
the action of the supplier.

(32) On proper application to a court, a supplier or wholesaler may obtain injunctive relief against any
violation of this section. If the court grants injunctive relief or issues a temporary restraining order, bond is
not required to be posted.

(33) The procedure for resolving any violation of subsection (3)(a), (b), (¢), (e), (f), (h), (i), (), (k), (1), or
(4) is the procedure prescribed by this act and the administrative procedures act of 1969, 1969 PA 306, MCL
24.201 to 24.328. Any other violation of or dispute regarding this section, unless the dispute is resolved
pursuant to subsections (18) to (24), must only be resolved by a civil action in court as provided in this section
and not by the commission.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;00 Am. 2021, Act 19, Eff. Aug. 23, 2021.

436.1307 Sales territory; master distributor defined.

Sec. 307. (1) A manufacturer, an outstate seller of wine, and a master distributor shall grant to each of its
wholesalers a sales territory within which the wholesaler is a distributor of the specified brand or brands of
the manufacturer, outstate seller of wine, or master distributor under an agreement as required under this act.
The territory is the territory agreed on between the wholesaler and manufacturer, outstate seller of wine, or
master distributor. Except as provided for in subsection (9) and beginning June 1, 2010, a manufacturer,
outstate seller of wine, or master distributor shall not grant the right to sell a specified brand or brands of wine
in a sales territory to more than 1 wine wholesaler. A master distributor shall not itself distribute a specified
brand or brands of wine in the same sales territory where that master distributor has granted the right to
distribute that specified brand or brands of winein that sales territory to another wine wholesaler.

(2) Notwithstanding subsection (1), a brand extension is not a new or different brand. A manufacturer or
outstate seller of wine shall assign a brand extension to the wholesaler that was granted the sales territory for
the brand from which the brand extension resulted.

(3) Subsection (2) does not apply if, before January 1, 1994, a manufacturer or outstate seller of wine had
assigned a brand extension to a wholesaler that was not the appointed wholesaler for the brand from which the
brand extension was made.

(4) Subsection (2) does not apply if, before October 1, 2019, a successor manufacturer or successor
outstate seller of wine had assigned a brand extension to a wholesaler that was not the appointed wholesaler
for the brand from which the extension was made.

(5) A manufacturer of a mixed wine drink, mixed spirit drink manufacturer, outstate seller of a mixed wine
drink, or outstate seller of mixed spirit drink shall grant to each of its wholesalers an exclusive sales territory
in which the wholesaler is a distributor of the specified brand or brands of the manufacturer or outstate seller.
The territory is the territory agreed on between the wholesaler and the manufacturer of a mixed wine drink,
mixed spirit drink manufacturer, outstate seller of mixed wine drinks, or outstate seller of mixed spirit drink.

(6) Notwithstanding subsection (5), a brand extension is not a new or different brand. A manufacturer of a
mixed wine drink, mixed spirit drink manufacturer, outstate seller of a mixed wine drink, or outstate seller of
mixed spirit drink shall assign a brand extension to the wholesaler that was granted the exclusive sales
territory for the brand from which the brand extension resulted.

(7) Subsection (6) does not apply if, before January 1, 1994, a manufacturer of a mixed wine drink, mixed
spirit drink manufacturer, outstate seller of a mixed wine drink, or outstate seller of mixed spirit drink had
assigned a brand extension to awholesaler that was not the appointed wholesaler for the brand from which the
brand extension was made.

(8) Subsection (6) does not apply if, before October 1, 2019, a successor manufacturer or successor
outstate seller of mixed wine drink or mixed spirit drink had assigned a brand extension to a wholesaler that
was not the appointed wholesaler for the brand from which the brand extension was made.

(9) Subsection (1) does not prohibit any of the following:

(8 A manufacturer of wine, an outstate seller of wine, mixed spirit drink manufacturer, outstate seller of
mixed spirit drink, or a master distributor from continuing or renewing an agreement under this act with a
wholesaler for a specified brand or brands for any county or part of a county where more than 1 wholesaler
has an agreement with the manufacturer of wine, outstate seller of wine, mixed spirit drink manufacturer,
outstate seller of mixed spirit drink, or master distributor in effect on June 1, 2010 if the wholesaler had an
agreement to distribute that specified brand or brands in that county or that part of a county and was a master
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distributor or was actively selling that brand or brands of wine or mixed spirit drink to aretailer in that county
or that part of a county on June 1, 2010.

(b) A wholesaler from selling or transferring the wholesaler's distribution rights or a manufacturer of wine,
outstate seller of wine, mixed spirit drink manufacturer, outstate seller of mixed spirit drink, or master
distributor from approving the sale or transfer of a wholesaler's distribution rights to a specified brand or
brands of wine or mixed spirit drink for any county or part of a county to another wholesaler if the selling or
transferring wholesaler, or any of its predecessors, had the right to distribute that brand or brands of wine or
mixed spirit drink in that county or part of that county and was actively selling that brand or brands to a
retailer in that county or that part of a county on June 1, 2010 or was acting as a master distributor for that
county or part of that county on June 1, 2010.

(10) As used in this section, "master distributor" means, notwithstanding section 109(4), a wholesaler that
acts in the same or similar capacity as a wine maker, wine manufacturer, outstate seller of wine, mixed spirit
drink manufacturer, or outstate seller of mixed spirit drink for a brand or brands of wine or mixed spirit drink
to other wholesalers on aregular basis in the normal course of business.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;(] Am. 2010, Act 213, Imd. Eff. Nov. 17, 2010;00 Am. 2018, Act 406, Imd. Eff. Dec.
19, 2018;00 Am. 2020, Act 114, Imd. Eff. duly 1, 2020;00 Am. 2021, Act 19, Eff. Aug. 23, 2021.

CHAPTER 4

436.1401 Wholesalers to be granted exclusive sales territory by manufacturer and outstate
seller of beer and malt beverages.

Sec. 401. (1) A manufacturer and outstate seller of beer and malt beverages shall grant to each of its
wholesalers an exclusive sales territory, as agreed on between the wholesaler and manufacturer or outstate
seller of beer, within which the wholesaler is the exclusive distributor of the specified brand or brands of the
manufacturer or outstate seller of beer.

(2) If the manufacturer or outstate seller manufactures or supplies more than 1 brand of beer or malt
beverage, the manufacturer or outstate seller may grant exclusive sales territories to different wholesalers for
the sale of the different brand or brands.

(3) Notwithstanding subsection (2), a brand extension is not considered a new or different brand. A
manufacturer or outstate seller of beer or malt beverages shall assign a brand extension to the wholesaler that
was granted the exclusive sales territory to the brand from which the brand extension resulted.

(4) Subsection (3) does not apply if, before January 1, 1994, a manufacturer or outstate seller of beer or
malt beverages had assigned a brand extension to a wholesaler that was not the appointed wholesaler for the
brand from which the brand extension was made.

(5) Subsection (3) does not apply if, before October 1, 2019, a successor manufacturer or successor
outstate seller of beer or malt beverages had assigned a brand extension to a wholesaler that was not the
appointed wholesaler for the brand from which the brand extension was made.

(6) The salesterritory under this section is the territory agreed on between the wholesaler and manufacturer
or outstate seller of beer.

History: 1998, Act 58, Imd. Eff. Apr. 14, 1998;00 Am. 2020, Act 113, Imd. Eff. July 1, 2020.

436.1403 Beer industry; purpose of section; reasons for regulation; definitions; prohibited
conduct; termination, cancellation, nonrenewal, or discontinuance of agreement; burden;
notice; test marketing; sales and distribution; additional agreement prohibited; transfer of
wholesaler's business; compensation for diminished value of wholesaler's business;
arbitration; costs; default; waiver; good faith dispute settlement; agreement binding on
successor to supplier; agreements to which section applicable; civil action for actual
damages; liability; action for declaratory judgment; exemplary damages; injunctive relief;
procedure for resolving violations.

Sec. 403. (1) The purpose of this section is to provide a structure for the business relations between a
wholesaler of beer and a supplier of beer. Regulation in this area is considered necessary for the following
reasons:

(8) To maintain stability and healthy competition in the beer industry in this state.

(b) To promote and maintain a sound, stable, and viable 3-tier system of distribution of beer to the public.

(c) To promote the public health, safety, and welfare.

(2) Asused in this section, unless the context requires otherwise:

(8 "Agreement” means any agreement between a wholesaler and a supplier, whether oral or written,
whereby awholesaler is granted the right to offer and sell abrand or brands of beer sold by a supplier.
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(b) "Ancillary business’ means a business owned by a wholesaler, a stockholder of a wholesaler, or a
partner of a wholesaler the primary purpose of which is directly related to the transporting, storing, or
marketing of the brand or brands of beer of a supplier with whom the wholesaler has an agreement; or a
business owned by a wholesaler, a stockholder of a wholesaler, or a partner of a wholesaler which recycles
empty returnable beverage containers.

(c) "Designated member" means the spouse, child, grandchild, parent, brother, or sister of a deceased
individual who owned an interest in a wholesaler, who is entitled to inherit the deceased individua's
ownership interest in the wholesaler under the terms of the deceased individual's will, or who has otherwise
been designated in writing by the deceased individual to succeed the deceased individual in the wholesaler's
business, or is entitled to inherit such ownership interest under the laws of intestate succession of this state.
With respect to an incapacitated individual owning an ownership interest in a wholesaler, the term means the
person appointed by a court as the conservator of such individual's property. The term also includes the
appointed and qualified personal representative and the testamentary trustee of a deceased individual owning
an ownership interest in awholesaler.

(d) "Good faith" means honesty in fact and the observance of reasonable commercial standards of fair
dealing in the trade, as defined and interpreted under section 2103 of the uniform commercial code, 1962 PA
174, MCL 440.2103.

(e) "Master distributor" means awholesaler who acts in the same or similar capacity as a brewer or outstate
seller of beer for a brand or brands of beer to other wholesalers on a regular basis in the normal course of
business.

(f) "Reasonable qualifications' means the average standard of the criteria used by the respective supplier
for wholesalers that entered into or renewed an agreement with the supplier during a period of 24 months
prior to the proposed transfer of the wholesaler's business.

(g) "Retaliatory action" means action which includes, but is not limited to, the refusal to continue an
agreement, or a material reduction in the quality of service or quantity of products available to a wholesaler
under an agreement, which refusal or reduction is not made in good faith.

(h) "Sales territory" means an area of exclusive sales responsibility for the brand or brands of beer sold by
asupplier as designated by an agreement.

(i) "Successor" means a supplier who obtains, in any manner from any person, including a person who is
not a supplier, the distribution rights of 1 or more brands of beer which a licensed Michigan wholesaler has
distributed in this state pursuant to an agreement with another supplier who previously had the distribution
rights for the brand or brands.

() "Supplier" means a brewer, an outstate seller of beer, or a master distributor.

(k) "Transfer of a wholesaler's business’ means the voluntary sale, assignment, or other transfer of the
business or control of the business of the wholesaler, including the sale or other transfer of stock or assets by
merger, consolidation, or dissolution.

(3) A supplier shal not do any of the following:

(a) Coerce, or attempt to coerce, any wholesaler to accept delivery of any beer or other commaodity which
has not been ordered by the wholesaler. However, a supplier may impose reasonable inventory requirements
upon a wholesaler if the requirements are made in good faith and are generally applied to other wholesalers
having an agreement with the supplier.

(b) Coerce, or attempt to coerce, any wholesaler to accept delivery of any beer or other commodity ordered
by a wholesaler if the order was properly canceled by the wholesaler in accordance with the procedures
agreed upon by the supplier and wholesaler.

(c) Coerce, or attempt to coerce, any wholesaler to do any illegal act by threatening to amend, cancel,
terminate, or refuse to renew any agreement existing between the supplier and wholesaler.

(d) Require awholesaler to assent to any condition, stipulation, or provision limiting the w