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ILLINOIS LIQUOR CONTROL COMMISSION I.LEGAL DIVISION
LEGAL MEMORANDUM IN SUPPORT OF ITS MOTION FOR
SUMMARY JUDGMENT

I. Introduction

(ILCC Legal 7/18/2012 Motion for Summary Judgment incorporated by reference.) See
Exhibit 1

In 2005, Wholesaler Equity Development Corporation (WEDCO), a wholly
owned subsidiary of Anheuser Busch Companies, LLC, purchased a 30% interest in City
Beverage, Ilinois, LLC ("CBIL, LLC”) which wholly owns four lllinois distributorships,
City Beverage — Markham, LLC (2 locations), City Beverage, LLC and Chicago
Distributing, LLC (“City Beverage Licensees™). Anheuser Busch Companies, LLC also
wholly owns Anheuser Busch, LLC (“AB, LLC™), a brewer! and Illinois Non-resident
bealer (“NRD™).> Because CBI, LLC is wholly owned by WEDCO which, in turn, is
wholly owned by Anheuser-Busch Companies, I.LLC, the City Beverage Licensees
(licensed as distributors) are owned by a licensed Illinois NRD and brewer, AB, LLC

through Anheuser-Busch Companies, LLC.

1235 .08 5/1-3.09 defines a “Brewer” ag “a person who is engaged in the manufacture of beer,”
? Previously stated facts are uncontested and confirmed in affidavits in Legal Division Motion for Summary
Judgment of 7/18/2012,




The question to be answered from the Commission’s citations against the City
Beverage Licensees is whether or not [llinois law authorizes a beer distributor (City
Beverage Licensees) to be owﬁed and managed by a Non-resident Dealer/brewer (AB,
LLC, Anbheuser Busch Companies, LLC). As argued in prior filings on this matter, the
Commission’s Legal Division submits that the Liquor Control Act prohibits all brewers,
large or small, regardless of location from having an ownership and management interest
in an Illinois beer distributorship pursuant to: 1) Public Act 97-0005 (“the Craft Brewer
Act”); 2) prior published Commission interpretations of the Illmois Liquor Control Act;
and 3) the Liquor Control Act’s prohibition on license issuance to ineligible managers.

II. Public Act 97-0005, Commonly Known as the Craft Brewer Act, Legislatively
Nullified an Tllinois Brewer’s Statutory Right to Obtain_a Distributor’s and
Importing Distributor’s License and in so doing, Nullified an Illinois Brewer’s

Right to Own a Distributorship in the Same Manner in which the Legislatare
has not Authorized an Out-of State Brewer or NRD to Own a Distributorship.

In 2011, the Illinois General Assembly nearly unanimously’ (See Exhibit 2)
passed the Craft Brewer Act which, first, nullified a brewer’s right to hold a Distributor’s
and Importing Distributor’s license and second, permitted small® in-state and out-of-state
brewers to distribute their own manufactured beer to ‘]llinois retailers.” (See Exhibit 3).
While the Craft Brewer Act allows a small brewer to sell its own product directly to
retailers, it nullified the right of all brewers, large and small, to obtain a Distributor’s and
Importing Distributor’s licenses (“Distributor’s Licenses™). When Governor Pat Quinn
signed the Craft Brewer Act into law on June 1, 2011, the Governor and Illinois General

Assembly committed Illinois to a fair and consistent three-tier alcohol beverage policy in

? Exhibit 2 - 97 General Assembly Roll Call vote on SB 754; House of Representatives passed 112-0-3;
Senate passed 48-1-3.

* Brewers anmually producing less than 15,000 barrels a year can annually distribute not more than 7,500
barrels of their own beer.

> Exhibit 3 + Craft Brewer Act Amendments to 235 ILCS 5/3-12 (18) and 235 TLCS 5/5-1(a) Class 3
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which no brewer, large or small, regardless of location, could gain an unfair competitive
advantage of owning and operating a beer distributorship.
A “fundamental rule of statutory construction is to ascertain and give effect to the

»6  While the “best indication of legislative intent is the statutory

legislative intent.
language, given its plain and ordinary meaning” basic principles of statutory
construction require the interpretation to go “beyond the Act’s language to ascertain its
meaning.”® Also, specific to the interpretation of the Liguor Control Act, a “strict and
technical construction of any of its provisions detrimental to the public interest should be
avoided™ and the “Illinois Liquor Control Commission’s interpretation of the statute it
was created to enforce is entitled to great weight.”'® Therefore, as the courts have
required, interpreting the Liquor Control Act and the Craft Brewer Act demands a broad
analysis of the intent of the Legislature to make a legal ruling,

A. The plain reading of the Craft Brewer Act’s deleted language Section 5/5-1(a)

Class 3 of the Liquor Control Act is evidence of the General Assembly’s
intent to deny distribution privileges to brewers.

By simply reading the language of Section 5/5-1(a) Class 3 before and after the
passage of the Craft Brewer Act, it is clear the State Legislature intended to deny beer
distribution rights to brewers. Before the Craft Brewer Act, Section 5/5-1(a) Class 3
specifically permitted a Class 3 Brewer to “make sales and deliveries of beer . . . to
retailers provided the brewer obtains an importing distributor’s license or distributor’s

license in accordance with the provisions of this Act.” (See Exhibit 3, Section 5/5-1(a)

§ People ex rel. Madigan v. Kole, 968 N.E.2d 1108, 1116-17, citing Michigan Avenue National Bank v.
County of Cook, 191 111.2d 493, 503-04 (2000).

7 People ex rel, Madigan at 1117 cizing Illinois Graphics Co, v. Nickum, 159 111.2d 469, 479 (1994).

®Id. at 1117 citing Inre D.D.. 196 111.2d 405, 419 (2001). .

? Carrigan v. Liguor Control Comm’n, 19 111.2d 230, 236, 166 N.E.2d 574, 577-78 {1960).

** Brfor Corp. v. State Liquor Control Commission, 47 Il App.3d 72, 74 361 N.E.2d 776 (1% Dist. 1977)
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Class 3 Amendment) If a business holds a Distribuior’s license, the Liquor Control Act
allows it to engage in “purchasing, storing, possessing or warehousing any alcoholic

»!If a business holds an Importing

liquors for resale or reselling at wholesale. . .
Distributor’s license, it “imports into this state, from any point in the United States
outside this State, . . . any alcoholic liquors for sale or resale. . .”'> Therefore, by holdjng
a Distributor’s license, an Illinois Brewer had the statutory authority to purchase,
warehouse and wholesale any beer, including beer manufactured by a different brewer.
Moreover, by holding an Importing Distributor’s license, an Illinois Brewer had the
authority to import into the State beer that was produced by a different brewer in another
state. In this way, prior to the passage of the Craft Brewer Act, a plain reading of the Act
permitted an Hlinois Brewer to own a beer distributorship with the same rights and

obligations related to the sale of beer as other non-Brewer beer distributors. The Craft

Brewer Act changed Section 5/5-1(a) Class 3 in the following manner:

“A Brewer may make sales and deliveries of beer to importing distributors and

Because the Legislature removed an Illinois Brewer’s right to hold Distributor’s
Licenses, they intended to remove any statutory authority that allowed a Brewer to own a

beer distributorship.

B. The debate in the Illinois House of Representatives clearly identifies the intent
of the Legislature to denv all brewers the right to own a distributorship.

1335 1L.CS 5/3.15
12935 1LCS 5/3.16




Further evidence of legislative intent prohibiting brewer ownership of a
distributor comes from the debate of the Craft Brewer Act on the floor of the House of
Representatives. Representative Mike Bost stated the Craft Brewer Act “does not allow
a monopoly to exist, which is the concern and why we have also always had the three
tiered ‘TTT” system in place, which many people or the majority of people on this floor
agree with.”" (See Exhibit 4, p. 3.) Likewise, Representative Roger Eddy expressed that
the Craft Brewer Act “helps the small brewers get their beer into the market without
dismantling what has been the three-tier system.” (See Exhibit 4, p 4-5.) The House
Majority Leader and bill sponsor, Representative Frank Mautino made the following
statement:

This bill, except for the craft brewer exemption, continues a prohibition against

self-distribution for out-of-state brewers and clearly extends that prohibition to

[linois brewers. The out-of-state brewers and Illinois brewers are treated equally

as required by the Commerce Clause provision of the U.S. Constitution. In other

words, all brewers, in state and out of state, manpufacturing beer above the

craft brewer limits may not self-distribute or own a distributorship in
Tilinois.

(Emphasis added, See Exhibit 4, p. 1). In this statement, Majority Leader Mautino
confirms legisiative intent by stating: 1. The Liquor Control Act has always prohibited
beer distribution by out of state producers; and 2. The Craft Brewer Act 1s now
prohibiting an Illinois Brewer to own a distributor. While one might argue from
Representative Mautino’s statement that the above mentioned distribution prohibitions
only apply to “self-distribution” and not to the ownership of a distributor, this argument
fails because of the clarification of Mautino’s last sentence which makes it undeniably

clear that his statement refers to the denial of all brewers the right to “own” a

 Exhibit 4- Transcription of Debate on Senate Bill 754 in the Illinois House of Representatives, 5/23/2011.
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distributor." By nearly unanimously passing the Craft Brewer Act, the legislators fully
understood that while it may be beneficial to allow limited self distribution, the law must
continue to prevent vertical “monopolies” that would lead to the “dismantling” of the
three tier system. They accomplish this task by prohibiting ownership of a distributorship
by any brewer, large or small, regardless of location.

C. The Craft Brewer Act sanctioned the federal court order that nuliified an

Ilinois_brewer’s right to own a distributorship and refused to_authorize the
extension of that privilege to an out-of-state brewer.

Further evidence that the legislature intended to prohibit brewer ownership of a
distributor comes from the context of the pending federal lawsuit under which the Craft

Brewer Act was passed. In Anheuser-Busch Inc. et. al. v. Schnorf et. al., federal Judge

Robert Dow ruled that the State violated dormant Commerce Clause principles’® by
declaring that a Non-resident Dealer, or out-of-state brewer, could not *“possess an

»16 The Court found a Commerce

ownership interest in a licensed Illinois distributor.
Clause violation existed because Section 5/5-1(a) Class 3 of the Liquor Control Act
permitted Illinois Brewers to obtain Distributor’s Licenses. When the Commission
prohibited AB LLC, an out-of-state brewer from owning a distributor while an Illinois
Brewer could, a constitutional vielation ensued. In his decision, Judge Dow
recommended that the best way for the State to cure the discrimination was for the State

Legislature to remove an Illinois Brewer’s right to obtain Distributor’s Licenses in

Section 5/5-1(a) Class 3 of the Act.!” In fact, Judge Dow gave the State Legislature as

' This use of the word “self-distribution™ is used many times interchangeably with ownership of a
distributor as evidenced by this statement from Rep. Mautino.

1 Anheuser-Busch, et.al. v. Stephen B. Schnorf, et. al., 738 F. Supp.2d 793 (2010).

1 From ILCC Declaratory Ruling in Anheuser Busch/City Beverage Matter — Declaration A, March 10,
2010.

7 AB, Tnc., et. al. v. Schnorf, et. al. at 814.




much time as it needed to nullify the discn'minatory language. The result of Judge Dow’s
recommendation was the Craft Brewer Act and its removal of an Illinois Brewer’s right
to obtain Distributor’s Licenses (see strike through language of Section 5/5-1(a) Class 3
cited in the above paragraph).

In passing the Craft Brewer Act, the legislature knew that it was operating under
the direction of Judge Dow and that it needed to ensure that no brewer held a right to a
distributor’s license or a claim that it had a right to 'own a distributorship. Again,
Representative Mautino stated in the floor debate the following:

The bill is consistent with the clarification suggested by the Federal District Court

in the case entitled Anheuser-Busch, et. al. v. Stephen B. Schnorf, et. al. Under

this bill, it is the clear intent that Illinois continues to adhere to the three-tier
system for the regulation of alcoholic beverages.

(Emphasis added, See Exhibit 4, p. 1.) Thus, in making this statement, Representative
Mautino is clearly stating that Illinois is a “three-tier” state and always has been. While
one might argue that adhering to the principles of the three-tier system does not conflict
with a brewer’s ownership of a distributorship, it is clear from the floor debate that the
legislature was heeding Judge Dow’s advice to nullify an Illinois Brewer’s statutory right
to hold Distributor’s Licenses, and thus own a distributorship.

If there is any confusion at all about Dow’s nullification order, clarity can be
found in the Anheuser-Busch appeal of the Judge’s order. Anheuser-Busch appealed
Judge Dow’s nullification order by stating:

The court either could “extend” the in-state brewer distribution right to out-of

state brewers, such that out-of-state brewers could continue to own or operate an

linois distributor as in-state brewers are permitted to do. . . or nullify the in-state

brewer distribution right such that no brewers could own or operate an Iflinois
distributor . . . The district court chose to nullify provisions of the Liquor Control



Act such that no brewers, whether in-state or out-of-state, may own or operate an
linois distributor.’® (Emphasis added, see Exhibit 5, at p. 5.)

In the last paragraph of their appeal, Anheuser Busch summarized by stating:
Accordingly, this Court should reverse that portion of the Sept. 3 Order that
nullifies provisions of the Liquor Control Act, such that no brewer may distribute
beer in Illinois, and reform the remedy to extend (“reinstate”) to out-of-state
brewers the same right to own or operate an Illinois beer distributor afforded to
in-state brewers under the Liquor Control Act.

(Empbhasis added, see Exhibit 5, at p. 55). From this language, it is unambiguously clear
that Anheuser-Busch believed that the impact of Judge Dow’s nullification order was to
prohibit all brewers from “owning and operating” a beer distributorship in Ilinois.

Therefore, if, according to Anheuser-Busch, Judge Dow’s nullification precluded any

brewer from owning and operating a distributorship and, as demonstrated previously, the

Ilinois General Assembly specifically adopted Judge Dow’s nullification remedy, then

Anheuser-Busch must agree that the effect of the Craft Brewer Act was to nullify the

right of any brewer to “own and operate a distributorship”. This argument is further

-enhanced by the fac.zt that the Anheuser-Busch appeal of Judge Dow’s nullification
remedy was mooted and dismissed upon the passage of the Craft Brewer Act.

Even Judge Dow himself seems to echo the impact of the Craft Brewer Act by
opining in his March 2012 denial of Anheuser-Busch’s petition for attorneys’ fees that:
“Plaintiffs made clear that they wanted all brewers to be able to act as distributors. That
relief was never accorded, either in court or through the legislature™; and “‘Plaintiffs
aimed to acquire 100% of a distributor and effectively collapse Illinois’ three-tier system,

and instead the 30% interest that they already own is in jeopardy . . %

'® Exhibit 5 — Excerpts from “Appellants’ Brief and Required Short Appendix, filed in the United States
Court of Appeals for the Seventh circuit” by Anheuser Busch/WEDCO attorneys, 1/21/2011.
¥ Slip Copy, 2012 WL 1068765 (N.D.IIL) (2012), p. 9.
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D. Anheuser Busch’s lobbying effort to amend and then defeat the Craft Brewer
Act demonstrates the impact the Craft Brewer Act would have on its ability to
own a distributorship.

Furthermore, per Anheuser-Busch’s lobbying efforts to amend and then defeat the
Craft Brewer Act, there can be no doubt that the impact of the Act was to prohibit all
brewers, large and small, regardless of location, from being issued Distributor’s Licenses
that would allow them to own a distributorship. First, Anheuser-Busch lobbied for their
interests to be represented in the Craft Brewer Act through the circulation of a
grandfather clause that would have permitted them to “own or acquire” a distributor that
they already partially owned.” (See Exhibit 6). Once it was clear that the Legislature had
no interest in grandfathering their interest, Anheuser-Busch lobbyists implored legislators
to take “no action” on the Craft Brewer Act because the judge’s remedy, represented by
the language of the Act, “was to treat both in-state and out-of-statc brewers the same by
prohibiting either from holding a distributor’s license.”” (See Exhibit 7) Third and
finally, at the same time, Anheuser-Busch’s President Dave Peacock sternly warned its
Mlinois distributors that it “strongly opposes” the Craft Brewer Act.*? (See Exhibit 8). In
the Q and A attached to his letter, Peacock states that there is no urgency for the General
Assembly to pass a law that negatively impacts “brewery-owned distributorships” and
that the Crafl Brewer Act is a “significant departure” from past Illinois beer regulatory
practices. (Emphasis not added, see Exhibit 8) Therefore, if Anheuser Busch currently

argues that the Liquor Control Act, after the passage of the Craft Brewer Act, did not

?® Fixhibit 6- Letter and attachment from Mark Bordas, Region Vice President, State Affairs, Anheuser -
Busch Companies, to Bilt Olson, President of Associated Beer Distributors of Illinois, 12/14/2010. In
addition, this “grandfather clause” would have allowed them to purchase River North distributorship in
Cook County of which they have no current ownership.

2! Exhibit 7— Letter to Honorable Antonio Munoz from Anheuser-Busch lobbyists, May 3, 2011.

7 Exhibit 8 — Letter to “All Anheuser-Busch Illinois Wholesalers” from AB President Dave Peacock.
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prohibit an in-state or out-of-state brewer from owning and operating a distribuforship,
then why would it expend significant resources to defeat the bill after their interests were
not grandfathered as part of its passage? The answer to this question lies with the fact
that the Craft Brewer Act did nullify an Illinois Brewer’s statutory right to obtain a
distributor’s license and through this, additionally nullified its right to own a

distributorship.

E. The Illinois Ligquor Control Commission has already interpreted the Craft
Brewer Act to preclude brewer ownership of a distributor.

As a result of an investigatory hearing held before the Tllinois Liquor Control
Commission on 12/7/2011, the Tllinois Liquor Control Commission unanimously stated:
It was the intent of the General Assembly in 2011 to deny AB the right to own a
distributorship. We believe this even though the General Assembly did not
amend Section 5/6-4(a) to include brewers as parties specifically prohibited from
owning distributorships.”® (See Exhibit 9)
As argued above, in interpreting the Liquor Control Act, the courts give great deference
to the Ilhinois Liquor Control Commission, which is charged with the Act’s enforcement.
The Commission’s 12/7/2011 decision is another example of the Legislature’s objective
in passing the Craft Brewer Act to prohibit brewer ownership of a distributor.
1L Past Commission Published Interpretations Prohibiting a Non-Resident Dealer

(NRD) from Owning a Distributor are Consistent with the Legislative Intent of
the Craft Brewer Act Prohibiting Brewer QOwnership of a Distributor.

Since 2001, the Illinois Liquor Control Commission has repeatedly publiéhed
interpretations of the Liquor Control Act that are consistent with ensuring each tier of the

three tier system is independently owned and licensed. This is entirely consistent with

3 Exhibit 9 — Findings from the 12/7/2011 Meeting Regarding the Anheuser Busch Ownership Interest in
City Beverage LLC, Finding F.
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the three tier principles clarified by the State Legislature upon the passage of the 2011
Craft Brewer Act which prohibits, as demonstrated in the above paragraphs, all brewers
from owning distributorships.

A. The Commission’s interpretations were and are founded on a narrow and
limited plain reading of the Liquor Control Act.

In the plainest of all terms, the language of the Liquor Control Act and Illinois
Appellate Court interpretations of the Act provide the foundation of the Iilinois Liquor
Control Commission’s past interpretations that prohibit out-of-state manufacturers from
owning a distributorship. The Liquor Control Act defines a Distributor and an Importing
bistributor as a “person other than a manufacturer or non-resident dealer.””* A Non-
resident Dealer (“NRD”) is a person “who exports into this State, from any point outside
of this State, any alcoholic liquors for sale to Illinois licensed foreign importers or

»%  Thus, the simple plain reading of the Act suggests that

importing distributors.
distributors and NRDs are separate entities. While the Act is silent on whether or not
those separate entities can or cannot be commonly owned, the Act does instruct the
Commission to interpret the Act in a manner that promotes “temperance” and “sound and
careful control and regulation” of alcoholic liquor. Careful control of alcohol includes
maintaining a strong and independent wholesale tier which creates a buffer between a
large manufacturer and small retailer. Historically, a weak wholesale tier or a wholesale
tier tied to a manufacturer will lead to more tied houses which will lead to less retail
independence and less product diversity.

In 2000, the Ilinois Appellate Court supported principles of the narrow

construction of the Liquor Control Act by holding that “[i]f the Act is to have any

#2335 1LCS 5/1-3.15; 235 IL.CS 5/1-3.16.
» 235 ILCS 5/1-3.29.
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meaning, it must be interpreted as starting from a point of prohibition” upon which
exceptions to the general prohibitory rule can be made.?® This is a basic tenet of alcohol
beverage regulation because of the mandate that State Legislatures have given regulators
to control the distribution and sale of alcoholic beverages. Where the Legislature has
determined that there is no threat to the merging of the tiers due to the de minimus effect
that cross-tier ownership will have on liguor control, it will specifically create exceptions.
Before the passage of the Craft Brewer Act, one of those exceptions permitted Tllmois
Brewers to obtain Distributor’s Licenses giving them the statutory right to own a
distributorship. No similar exception, however, gave an NRD the same right to obtain a
distributor license. While the disparate privileges offered the Tllinois Brewer and NRD
eventually led to a constitutional violation, it does not change the fact that the
NRD/brewer has never been authorized to hold Distributor Licenses. While it is true that
the Legislature has takeﬁ an additional step to specifically prohibit distillers and wine
manufacturers from being distributors, we agree that the additional prohibifions are
superfluous. There exists little if any legislative evidence or explanation of the
circumstances under which those backstop prohibitions were passed and neither the
Liquor Control Act nor the Illinois Appellate Court permits the Commission to interpret
the Act to authorize a brewer to own a distributor when the Act itself does not expressly
so authorize it.

B. Since 2001, the Commission has narrowly interpreted the Liquor Control Act
to preclude Non-resident Dealer ownership of distributorships.

Since 2001, the Commission has been consistent in notifying all license holders

and non-license holders that the law prohibits a Non-resident Dealer (NRD) from owning

% People v. Select Specialties, Ltd., 617 111.App.3d 538, 544: 740 N.E.2d 543, 548 (2000).
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a distributor. An NRD includes an out-of-state brewer who sells beef to Iflinois
distributors (“NRD/brewer’”). In 2001, Chief Legal Counsel John Stanton authored over
twenty letters to NRDs who had previously been issued a distributor license in which he
stated that the Liquor Control Act prohibits “non-resident dealers from the class of proper
applicants for a distributor’s and importing distributor’s license.””’ (See Exhibit 10). In
2003, through the Commission publication of Trade Practice Policy 39, it 1s clear that
CLC Stanton based his 2001 letters on the Act’s definitions of Distributor, Importing
Distributor, Non-Resident Dealer and even upon the general principles of 235 ILCS 5/6-
4, which specifically prohibit a distilier and wine manufacturer from being a distributor.”®
(See Exhibit 11). We know that CL.C Stanton applied the principles of NRD/Distributor
separation to NRD/brewers because two of the recipients of the 2001 letter were brewers
Miller Brewing Company and B.T. McClintic Beer Company Inc.. (See Exhibit 10).
Commission license records also suggest that the Stanton policy was supported by his
successor William O’Donaghue, who instructed Commission licensing staff to enforce
the NRD/Distributor separation against at least two of the 2001 letter recipients.”’ (See
Exhibit 10; See also Exhibit 11°°). The policy was again reiterated in 2010 when, in
response to the Anheuser-Busch attempt to purchase a full ownership interest in City
Beverage distributors, a unanimous vote of the Commissioners declared that the Act

prohibits an NRD “from possessing an ownership interest” in a distributor.”!

% Exhibit 10 — ILCC List of license holders receiving letters and copy of John Stanton Letter to Miller
Brewing Company, January 10, 2001.

* Exhibit 11 — Amendment to Illinois Liquor Control Commission Trade Practice Policies, TPP-39,
1/24/03.

 Exhibit 12 — From “Comments” and “Note Editing Screen” of ILCC database records for Lionstone
International (SLJ Group, Inc.} and Stanley Stawski Distributing Company (Stanley Imports).

*¥ Exhibit 13 — See Dusanka Marijan Affidavit as evidence of the source of Exhibit 10 Comments.

*! From TLCC Declaratory Ruling in Anhenser Busch/City Beverage Matter — Declaration A, 3/10/10.
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While it is true that the Commission’s enforcement of the NRD/distributor
separation policy has not always been consistent with the stated policy itself, this must be
critiqued in two separate ways. First, as it relates specifically to the licensing of City
Beverage in 2005, the Commission staff, not the Commissioning body, clearly acted
outside the scope of its authority and outside the principles of fundamental fairness. If,
after the publication of Trade Practice Policy 39 which clearly states that an NRD cannot
be a distributor, the Commission staff knowingly permitted Anheuser-Busch (through
WEDCO) to obtain interests in four separate City Beverage licenses, then Commission
staff acted in direct contradiction to the Commission’s stated policy. Even if one
concedes that one of those four distribﬁtorship locations could be administratively
grandfathered (we don’t concede the Arlington Heights distributorship should have been
grandfathered), then how does that justify issuing 3 new licenses to newly formed
distributorships with an intérest held by an NRD? In addition, how can one justify the
issuance of the NRD owned City Beverage Licenses in 2005 when at the same time, the
Commission staff was mandating that other Non-resident Dealers surrender their
distribution licenses? This “carve out” exception allowing Anheuser Busch to own
distributorships was not only contrary to Commission policy, but patently unfair to other
NRDs and/or distributors who may also have desired to seek a competitive advantage
through wholesaling. Second, as to the Commission’s uneven enforcement of the 2001
Stanton letter and the 2003 Trade Practice Policy 39, it is clear that the notice to
surrender the NRD or distributor licenses was offered under the spirit of cooperation with
business owners rather than through an immediate and heavy handed demand to

surrender the license or else face severe consequences. Under this softer enforcement
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approach, all of the businesses that received letters in 2001 eventually voluntarily
surrendered either their NRD license or their distributor license. The surrender of the
licenses occurred without the need for a hearing before the Commission or the raising of
equitable arguments. To the Commission’s knowledge, the only remaining NRD who
refuses to surrender their interest in a distributor is Anheuser-Busch even after the
passage of the Craft Brewer Act so clearly precludes their ownership of a distributor. In
the same manner that the Commission requested other NRDs to surrender their interest in
Distributor Licenses, the Commission should now order Anheuser-Busch to do the sarﬁe.

IV.  Because the Liquor Control Act Does Not Authorize Any Brewer to Own a

Distributor, the Act Also Prohibits a Brewer from Operating or Managing a
Distributor.

As argued above, the Liquor Control Act does not permit any brewer to own a
distributor. The Act also states that no license can be issued to a “person whose place of
business is conducted by a manager or agent unless the manager or agent possesses the
same qualifications required by the licensee.”™? Tt is undisputed that WEDCO has either a
whole or partial operational management interest in the City Beverage Licensees through
WEDCO’s ownership and contractual agreements with City Beverage, Illinois, LLC.
Because it is clear that WEDCO (Anheuser-Busch) has operational control of the City
Beverage Licensees and WEDCO (Anheuser-Busch) is not qualified to be the license
holder in its own right, the Commission should not continue to permit the City Beverage
Licensees to hold their licenses as long as WEDCO continues to maintain its ownership

and management interest in City Beverage.

2235 TILCS 5/6-2(11).
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V. Conclusion

The passage of the 2011 Craft Brewer Act, through the plain reading of the Act,
through an understanding of the judicial legal context in which it was passed, through the
attempts Anheuser-Busch made to stop its passage, and through the Commission’s own
interpretation, proves that the Legislature intended that all brewers be prohibited from
owning Jllinois beer distributorships. The Act confirmed prior Commission rulings that
similarly prohibited cross tier ownership in an attempt to sustain a strong and
independent wholesale beer distribution tier. In the same way that it prohibits brewer
ownership of a distributor, the Liquor Control Act prohibits brewer conirel or
management of the distributor.

Therefore, the Legal Division’s Motion for Summary Judgment should be granted
and the Commission should revoke the City Beverage licenses with such order stayed
pending the divestiture of Anheuser-Busch ownership and management of the City

Beverage Licensees.

Respectfully Submitted on September 7, 2012 by,
Richard R. Haymaker
Konstantina J. Tsatsoulis

Ivan H. Fernandez

Illinois Liquor Control Commission Legal Division
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STATE OF ILLINOIS )

COUNTY OF COOK )

The undersigned certifies that the foregoing LEGAL MEMORANDUM IN SUPPORT
OF A MOTION FOR SUMMARY JUDGMENT, AFFIDAVIT AND EXHIBITS were
hand delivered to the Illinois Liguor Control Commission and emailed on September 7,
2012 to: Stephen B. Schnorf, Acting Chairman of the Illinois Liquor Control
Commission, at stephenbs@sbcglobal.net, Allyson Reboyras, Commission Secretary at
allyson.rebovras@illinois.eov, Thomas J. Verticchio, counsel for City Beverage, at
tverticchio@smbtrials.com, Irene Bahr, counsel for Anhenser Busch LLC/WEDCO at
irene.bahr@gemail.com and Edward M. Crane, counsel for Anheuser Busch
LLC/WEDCO at edward.crane(@skadden.com.

/s/ Richard R. Haymaker

Richard R. Haymaker
Chief Legal Counsel
Illinois Liquor Control Commission
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STATE OF ILLINOIS
LIQUOR CONTROL COMMISSION

In the Matter of: ) No. 12 C 100220
) No. 12 C 100221
City Beverage — Markham, LLC )
d/b/a/ City Beverage Markham ) LIC: 12-2A-102035; 12-2B-69574
2064 W. 167u St. ) Exp: 9/30/2012
Markham, 1L 60428 ) IBT: 5524-4025
In the Matter of: ) No. 12 C 100222
- ) No. 12 C 100223
City Beverage — Markham, LLC )
d/b/a/ City Beverage —Arlington Heights ) LIC: 12-2A-102034; 12-2B-69575
1401 E. Algonquin Rd. ) Exp: 9/30/2012
Arlington Heights, IL 60005 ) IBT: 3665-2202
In the Matter of: ) No. 12 C 100218
) No. 12C 100219
Chicago Distributing LLC )
d/b/a/ City Beverage - Chicago ) LIC: 12-2A-96603; 12-2B-64729
4841 8. California Ave. ) Exp: 10/31/2012
Chicago, IL 60632 ) IBT: 5515-9060
In the Matter of: ) No. 12C 100216
) No. 12C 100217
City Beverage LLC )
d/b/a/ City Beverage ) LIC: 12-2A-98399; 12-2B-61392
1105 E. Lafayette Ave. ) Exp: 3/31/2013
Bloomington, IL 61701 ) IBT: 5509-8851
MOTION FOR SUMMARY JUDGMENT
1. The Legal Division of the llinois Liquor Control Commission (“Commisston”)

respectfully petitions the Commission for summary judgment on the substantive merits of

the legal argument of whether or not Anheuser Busch, LLC, (“AB LLC”), an Illinois

Non-Resident Dealer, may possess an equity interest and a management interest in City



Beverage Distributors' throu gh a commonly owned affiliate, the Wholesaler Equity
Development Corporation (“WEDCQ”). Summary judgmeﬁt 1s appropriate and
encouraged when the court determines there is no genuine issue of material fact. The
above stated legal question is the only question at issue and the relevant facts pertaining
to it are not or should not be at issue. The basic facts are as follows:

a. ABLLC is a licensed Tllinois Non-Resident Dealer” (Exhibit 1B).

b. WEDCO holds a 30% ownership interest City Beverage’ (Exhibit 1A).

c. WEDCO holds a 75% management interest in City Beverage”® (Exhibit 1C).

d. AB LLC and WEDCQO are commoniy owned affiliates and are both wholly owned

subsidiaries of Anheuser Busch Companies LLC® (Exhibit 2).

2. Himois Courts have ruled that administrative agencies should use the Illinois
Code of Civil Procedﬁre as a guide to ruling on motions for summary judgment.® The
Tilinois Civil Procedure Code states “any time after the opposite party has appeared”, a
party “may move with or without supporting affidavits for 2 summary judgment in his or
her favor for all or any part of the relief sought.””” The Code also directs that a
“judgment sought shall be rendered without delay if the pleadings, depositions, and
admissions on file, together with the affidavits, if any, show that there is no genuine issue

as to any material fact and that the moving party is entitled to a judgment as a matter of

' “City Beverage” is a group of Illinois Distributor and Importing Distributor license holders under the
names City Beverage — Markham, LLC, City Beverage — Bloomington, L.LC and Chicago Distributing,
LLC.
? Exhibit 1 - Affidavit of Dusanka Marijan, subsection 3, 7/17/2012.
* Marijan Affidavit at subsection 2.
* Marijan Affidavit at subsection 4.
* From Defendants’ submission in federal court, “Affidavit of Anthony J. Short in Support of Plaintiffs’
Monon for Summary Judgment on Their Commerce Clause Claim”, p. 2, 4/9/2010.

® Cang v. Village of Dolton. 250 TlL.App.3d 130, 620 N.E.2d 1200 (1993).
7735 ILCS 5/2-1005(a).




law.”® Courts have regulérly encouraged the use of summary judgment in order to
promote the “expeditious dispositioﬁ of a lawsuit.”
3. In the current case before the Commission, there is no genﬁine issue of material
fact and the Legal Division of the Iilinois Liquor Control Commission is entitled to a
judgment as a matter of law. The factual claim stated in the affidavits and exhibits are
stmple and should be undisputed. AB LLC is an Illinois Non-Resident Dealer which has
an ownership and management interest in City Bevg:rage, an Illino1is Distributor and
Importing Distributor. The information contained in Exhibit 1, Affidavit of Dusanka
Marijan, is all a matter of public record and was submitted by Anheuser Busch and City
Beverage. The Commission has conducted no specific fact finding investigation in this
matter other than what is normally conducted and/or expected in the processing of
applications. In addition, per the defendant’s submission of the affidavit of Anthony
Short (Exhibit 2) submitted in a prior federal court matter, "’ there/is an uncontested
ownership connection between AB LLC and City Beverage. The only change to the
~information since the federal court filing was a business structure change from “AB Inc”
to “AB LLC” which was reported to this Commission as a conversion earlier this year.
As such, Commission staff recognizes AB Inc. and AB LLC as the same entity. To the

knowledge of the Commission staff, all alleged facts regarding ownership and

management of AB LI.C, WEDCO and City Beverage are true and correct as of the date

of this motion.

¥ 735 ILCS 5/2-1005(c).
? Bryant v. Glen Qaks Medical Center, 272 Il App.3d 640, 650 N.E.2d 622 (1995); Bolingbrook Equity I

Lid. Partnership v. Zayre of Hhinois, Tnc. 252 T App.3d 753, 624 N.E.2d 1287 (1993).
Y Anhenser-Busch, et. al. v, Schnorf. at. al., 738 F.Supp.2d 793.




4. The substance of the litigation is simply a matter of statutory construction of the
Hlinois Liquor Control Act. The Defendants argue that an [1linois Non-Resident Dealer
and 1llinois Distn'but_or and Importing Distributor can be commonly or wholly owned and
managed by the same parent. Effectively, an Illinois Non-Resident Dealer can be an
Ilimeois Distributor. The Legal Division of the Commission argues that an Illinois Non-
Resident Dealer cannot own or manage an Illinois Distributor and Tmporting Distributor
thus precluding WEDCO from owning thirty percent of and managing City Beverage
(See Amended Citation and Notice of Hearing). Because the matter before the
Commission is simﬁly one of statutory c_onslnictiqn, it shoulci be reviewed as a question
of'law only under a motion for summar& judgrﬁent.

5. For the purpose of honoring the Comfnission scheduling order, the Legal Division
 refrains from currently arguing the substantive merits of the construction of the statute

and reserves the right to do so when the schedule permits.

Respectfully Submitted on July 18, 2012,

Richard R. Haymaker
Konstantina J. Tsatsoulis
Ivan H. Fernandez

Legal Division
Ilinois Liquor Control Commission
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AFFIDAVIT OF DUSANKA MARIJAN

1. My name is Dusanka Marijan. I make this affidavit in my professional capacity
as Licensing Admipistrator for the Illinois Liquor Control Commission (Commission). I
have held this position.since January 1999. My duties include the supervision of
personnel that regularly take in, review and procéss applications for new liquor licenses,
applications for recorded changes to liquor licenses and applications for the renewal of
liquor licenses (collectively “Liquor License Applications™). As part of my duties, |
regularly undertake the direct review of Liquor License Applications for Illinois
Distributor and Importing Distributor licenses. I additionally supervise the intake and
_processing of applications for alcoholic beverage brand registrations énd the concurrent
assignment of brand distribution territories (collectively “Brand Registrations™). My
duties include but are not limited to: 1) reviewing Liquor License Applications and Brand
Registrations, 2) corresponding with license applicants or their agents reléted to the
processing of Liquor Lic_ense Applications and Brand Registrations, 3) requesting
supplementary documentation related to the processing of the Liquor License
Applications and Brand Registrations, 4) maintaining a system of records for Liquor
License Applications and Brand Registrations.
2. Having reviewed the Commission records for the most recent liquor license
renewals for business names containing the term “City Beverage”, 1 ccrtify- that the

Commission records indicate:

a. Chicago Distributing LIC, City Beverage - Markham LL.C and City Beverage
LLC (collectively “City Beverage”) currently hold Illinois Distributor and
Importing Distributor licenses at four separatc business locations within
Tlinois® issued by the linois Liquor Control Commission; and,

! City Beverage — Markham LLC is issued two sets of Distributor and Importing Distributor licenses in
Arlington Heights, 1llinois and in Markham, {llinois.



o

City Beverage lllinois LLC wholly owns City Beverage; and,

c. Wholesaler Equity Development Corporation (WEDCO) owns a partial 30%
mterest in City Beverage [llinois LLC; and,

d. BDT Capital Partners CBI I, L.P., BDT — CBI A Corp., and BDT — CBI B
Corp (Collectively “BDT Capital Partners), own a partial 70% interest in City

Beverage Illinois LLC.

3. Having reviewed the Commission records for business names contaiming the term
“Anheuser Busch”, I certify that the Commission records reflect that Anheuser Busch

LLC currently holds an Illinois Non-Resident Dealer license:’

4. Having reviewed the documents submitted in support of a September 2010 City
Beverage change of ownership application, I certify the renewal file .centains the attached
Exhibit 1C documents and that the documents are considered part of the application

record. The documents contain the following statements:

a. In 2010, WEDCO held the nght to appomt 2 of 5 board members of City
Beverage

b. In 2010, WEDCO held the right to approve 3 of t0p 4 management employees
of City Beverage;

c. In 2010, WEDCO had whole or partial conirol of buying or selling
distribution rights, territories and brands;

d. In 2010, WEDCO had first right to purchase 21% of the equity (increasing its
share fo 51%) of City Beverage iinois LLC from BDT Capital Partners in

September 2013;

e. In 2010, WEDCO had first right to purchase ail of City Beverage from BDT
Capital Partners by September 2019 or find a legally permissible buyer.!

* Exhibit 1A — From RJ O° Hara letter to Dusanka Marijan “RE: City Beverage-Markham Distributor

Renewals — License Nos. 11-2B-0069575 and 11-2B-0069574 (Arlington Heights and Markham})”,

9/22/2011.
’ Lxhibit 1B - From Illinois Liquor Control Commission License Database records, printed 7/17/2012.

* Exhibit 1C — From RJ (’Hara email to Richard Haymaker titled “Haymaker’s Questions on the Change
of Ownership Notice - FW: Change of Corporate Officers Application ~ License#: 10-2B-613927,

11/18/2010.



5. Having reviewed Illinois Liquor Control Commission records, I certify that City
Beverage has not submitted an application to change or update records with the
Commission (as would be required by Commission Rule 100.100 if any of the terms or
conditions of ownership or cérporate officers have substantially changed) since
September 2010. Based on this, I make this statement under the presumption that the
information contained in the 2010 Change of Officers application currently remains true.

6. Having reviewed Hllinois Liquor Control Comniission records, 1 certify that
‘Anheuser Blisch"LLC obtained a néw Ilinois Non-Resident Dealer license in 2012 as a

: 5
result of a corporate conversion from Anheuser Busch Inc..

s
Dusanka Marijan

License Administrator
Mlinois Liquor Control Commission

Swom to before me this I w'/ day of July 2012

:BEVERE.Y J WOMACK-HOLLDWAY
A OFFICIAL SEAL
‘T—‘ Notary Public, State of Hiinois

My Commission Expires
Jty-28-2643

3 See Exhibit 1B ~ From Ilinois Liquor Control Commission Database records, printed 7/17/2012.
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Fremise Addréss

address | ONGDUSCHPLACE
e 5 Sl s

A niew license numbet was issued due the fact that AR want from Anheuser
Buzch Ine to Anheuser-Busch LLC; they abtained 2 new file number with the
Secretary of State offices in Missouri and in llirois- this required that they
abtzin a new state license.

i

Tiasdav. Jul 17. 2012 12:18 PM
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Highly Confidential

City Beverage — Response to ILCC Questions

18 November 2010

1. Financial terms of transaction

s The purchase price paid by BDT Capital Partners (“BDT”} for the 70% Soave stake in City Beverage was
unchanged from original agreement between WEDCO and Soave. WEDCO did not consummate the
transaction with Soave. _

e Through Agreement to Assign and Assume (“Assignment Agreement”), BDT became the direct
purchaser of the 70% interest in City Beverage from Soave itself (i.e., BDT did not pay WEDCO for the
interest) '

s  WEDCO conﬁnues to hold its 30% stake in City Beverage; BDT Capital Partners is the 70% majority

owner of the business

2. WEDCO's retained rights _

s With res-pect. to your question about Sections 8.1.3 and 8.3 of the Assignment Agreement, while BDT
assumed the same economi¢ terms as WEDCO had with Soave (e.g., purchase ﬁrice), Section 2.1 of the
Assignment Agreement describes two specific obligations in the Purchase Agreement that remained
with WEDCO and were not transferred to BDT: N

a) The Gross Profit Earn-Out due to Soave under Section 1.4‘of the Purchase Agreement,
which provides for up to an additional $2mm of earn-out payments 1o Soave over 4 years
subject to Company meeting certain gross profit targets. The Assignment Agreement states
that this earn-out will be paid out of the cash flow of City Be:verage.

b) Separation pay due to City Beverage employees under Section 3.3.3 of the Purchase

Agreement, which covers any employees terminated without cause prior to December 31,
A . 2010. These costs will be shared 70% by Soave and 30% by WEDCO.
* * Asa 30% minority owner in City Beverage, WEDCO retains customary shareholder rights including:
| Right to appoint 2 of 5 board members of City Beverage

Right to approve 3 of top 4 management employees

Changes to the cash distribution policy

Reserved actions related to buying or selling distribution rights, territories and brands



Highly Confidential

WEDCO also has various minority consent rights, including amendment of agreements,
admission of new members 1o the LLC, dissolution of the LLC, guarantee, sales of assets
other than in the ordinary course, replacement of accountants and the approval of any
transactions with affiliates of the managers of the LLC

All of these rights are customary for a party having a significant minority interest in a

business and were negotiated at arm’s-length

3. WEDCO call option

« As we mentioned in our meeting, shouid WEDCO become legally permitted to increase its ownetrship

in City Beverage by a final court decision or legislative change, WEDCO has the contractual right (but

not the obligation) to purchase portions of BDT’s stake in City Beverage on the following dates:

_}{6_

At any time priof to March 31, 2011, WEDCO may purchase some or all of BDT's interést in
City Beverage

If the March 31, 2010 call right expires, on the 3 anniversary of close (September 2013}
WEDCO may purchase 21% of the equity of City Beverage from BDT. If this call right Were.
able to be exercised, BDT would still own 49% of City |

On the 9% anniversary of close, WEDCO may purchase all of BDT’s interest in City
Beverage. tf WEDCO is still not able to legally increase its ownership, WEDRCO must find a

legally permissible buyer to purchase BDT’'s interest
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Case 1:10-cv-01601 Document 31-1 Filed 04/09/10 Page 20f 5

IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

ANHEUSER-BUSCH, INC.,, WHOLESALER
EQUITY DEVELOPMENT CORPORATION,
CITY BEVERAGE - ILLINOIS, L.L.C, CITY
BEVERAGE L.L.C,, CITY BEVERAGE —
MARKI{AM L.L,C,, CHICAGO DISTRIBUTING
L.L.C., SD OF ILLINOIS, INC., And DOUBLE
EAGLE DISTRIBUTING COMPANY

Case No. 10 CV 01601

L N N N )

Hon. Robert M. 'Dow, Ir.

. " Hon. Michael T. Mason
Plaintiffs,

V.

STEPHEN B. SCHNORF, JOHN M. AGUILAR,
DANIEL J. DOWNES, SAM ESTEBAN, |
MICHAEL F. MCMAHON, MARTIN
MULCAHEY, DONALD O*CONNELL, -
Commissioners, of the Illinois Liquor Control

' Commission, in their official capacities; And
RICHARD R, HAYMAKER, Chief Legal Counsel
of the Hlinois Liquor Control Commission, in his
official capacity '

Defendants.

ATFFIDAVIT OF ANTHONY J. SHORT IN SUPPORT OF PLAINTIFES® MOTION
FOR SUMMARY JUDGMENT ON THEIR COMMERCE CLAUSE CLAIM

1. 1, Anthony J. Short, have personal knowledge of the matters set forth herein and could

testify competently about these matters if calied as a witness.

2. I am Vice President of Business & Wholesaler Development for Anheuser Busch Inc. |

have held this position since 2002. Throughout my 23 years in the beer industry I have held




Case 1:10-cv-01601 Document 31-1  Filed 04/09/10 Page 3 of5

many positions, several of which have involved the oversight, operation, and management of

beer procucers and wholesalers, |

3 1 make this affidavit in support of Plaintiffs’ motion for summéry jﬁdgment in the above-

captioned action and on ;beha.lf of Anheuser-Busch, Inc. (“AB Inc.”) and Wholesaler Equity

Development Corporation {*WEDCO”). |

4, AB Inc. is a wholly owned subsidiary of Anheuser-Busch Companies, Inc. AB Inc. is the

leading U.S. brewer and producer of beer in the Umted States, brewing, among others, the

Budwelser and Bud L1ght brand beers, which are the two largest selling bcers in the world. AB

Ine. pmdnces over 100 beers, flavored alcoholic. beverages, and nonalcohol brews, and 1mpons

other beers for distiibitien in the United States. AB Tne.’s Budweiser, Bud Light, Michelob

ULTRA, Busch, and Natural Light brénd beers hold the No, 1 positions in their respective U.S.

markt?t segzﬁents.' AB Inc. operates 12 breweries in the U.nited States in 11 States and'dislribﬁtes '
pioducts through a network of nearly 600 independent wholesalers and operates 11 company-

-owned distributors in eight siates._

3. AB Inc. does not brew/produce beer within Illinois and has not d(_)-rie S0 at any time
relevant to this matter, AB Inc. p’roduceg beer at various breweries throughmﬁ the United States,
including its brewefy in St. Louis, Missouri, that is sold in [llinois through CITY Beverage. The

St. Louls brewery is located on the Western bank of the Mississippi river, which is the border

hetween Missouri and Hlinois.

6. At all times relevant to this matter, AB Inc. has expoited beel produced in the United

States into Illinois for distribution within the State, and intends fo continue to do so in the future.

AR Ine.’s beer is widely disti’ibuted, sold, and consumed in Illinois.




Case 1:10-cv-01801 Document 31-1  Filed 04/09/10 Page 4 of 5

7. AB Inc.’s beer is distributed in Hllinois through varioﬁs distributoré, including in parts of
northern Ifiinois by CITY Beverage. In 2009, CITY Beverage distributed within Northern
Illinois over 16.9 million case equivaléilts (over 38 million gallons) of AB Inc. beer, transiating
into tens of millions of dollars of product revenue for AB Inc. and CITY Beverage.

8. Plaintiff WEDCO, formerly known as AB Tnvestment Capital Corp., is a wholty-owned
subsidiary of Anheuser-Busch Companies, Inc. From CIT Y Beverage’s formation in 2005,
through the present, WEDCO has maintained a 30 percent ownership interest in CITY Beverage
WEDCO.

9. In Iﬁscerﬁbe; 2009, WED’CO reached an agreement with 8D of lllinois, Inc. (*SDI™) and
Double Eagle Distributing Company (“Double Eagle”) (SDI and Double Eagle, collectively the
“Soave Enﬁties”) to purchase the Soave Entities’ 70 percent interest in CITY Beverage. The
transaction was scheduled to close on Febmary 12, 2G10. The transaction _invoives the
acquisition of a business worth many millions of dollars.

i’O. As of Feblfuat;}_’ 11, 2010, virtually all preconditions to the closing of the transaclion were
complied with by alt parties o the transaction. All material closihg documenis were prepared and
significant funds had been transferred from various accounts to a particular WEDCO account
that was designated to wire the purchase price to the Soave Entities. In preparation for the
irmminent closing, and to make the transition as seamnless as possible, by February 11, 20] 0, AB
Inc. already had enrolled all of the CITY Beverage employees in its benefits plans. CITY
Beverage’s beer shipments were cancelled to accommodaie an andit of the inventoi_"y scheduled
to occur the next day. AB Inc. also had made a significant capital investment in IT infrastructure

to transition the business to AB Inc.’s IT systems, including arranging for computers and servers

to be installed immediately after the closing.




Case 1:10-cv-01601 Document 31-1  Filed 04/09/10 Page 50of &

li.  After 1‘écéiving a letter from -Ric_hard Haymaker of the Illineis Liquor Cpntrol
Commission in the evening of February 11, 2010, stating that i WOLlld be unlawful for WEDCO
to consummate the acquisi.ﬁon of CITY Beverage, the parlies 'post'poned the sale of CITY
Beverage. The only reason that WEDCO did not close the transaction on February 12, 2010, is
that Mr, Haymaker’s letter stated that it would violate Ilinois law to do so.

'12: Plaintiffs have continued to postpone the closing of this transaction through the present.
WEDCO remains ready, willing, and able to immediately close an acquisition of CITY Beverage
if this lawsuit is resolved in their favor.

13.©  The acquisition of the remminder of the CITY Beverage business is a unique and
important business opportunity for WEDCO and AB Inc. that will permit AB Inc. to realize the
same common advantages that in-state brewers may achicve by distributing beer. The fact that
WEDCO’s acqui".;sition of the CITY Beverage Entities hag,not closed is causing substantial harm
to WEDCO and AB Inc.

14, Subsequent to an acquisition by WEDCO of CITY Beverage, AB Inc. intends and is
prepared to continue to comply with all regulations applicable to holders of an NRD License and
WEDCO intends and is piepared to require the CITY Entities fo continue to comply with alf
regulations appi‘icable to holders of Distributor’s and Importing Distiibutor’s Licenses.
An’[hmﬁ Shert )

CHRISTINE A Mo ABE ™
 Notary Public - Notary Seal
) 8TATE OF MISSOUR)
" Joffersen Coyn
iy Comenlssion Expires; Sapt. 24, 2012
bormmmoS LIS 08540808 |

= 1 i /)f % ~
Sworn to before me this Y~ day of
April, 2010

(/}/Mo fiu Aobf

Notary Public




STATE OF JLLINOIS -

et e e
N
7]

COUNTY OF COOK

The undersigned certifies that the foregoing MOTION FOR SUMMARY JUDGMENT,
AFFIDAVIT AND EXHIBITS were hand delivered to the Tilinois Liquor Control
Commission and emailed on July 18, 2012 to: Stephen B. Schnorf, Acting Chairman of
the Tllinois Liquor Control Commission, at stephenbs@sbcglobal.net, Allyson Reboyras,
Commission Secretary at allyson.reboyras@illinois.gov, Thomas J. Verticchio, counsel
for City Beverage, at tverticchio@smbtrials.com, Irene Bahr, counsel for Anheuser -
Busch LLC/WEDCO at ibahr(@aol.com and Edward M. Crane, counsel for Anheuser
Busch LLC/WEDCO at edward.crane@skadden.com. '

/s/ Richard R. Haymaker

Richard R. Haymaker
Chief Legal Counsel
Hlinois Liquor Control Commission
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Beaubien
Beiser
Bellock
Berrios
Biss

Bost
Bradley
Brady
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Brown
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Public Act 0005 97TH GENERAL ASSEMBLY Page 1 of 1

(235 ILCS 5/5-1) {from Ch. 43, par. 115)

Sec. 5-1. Licenses issued by the Illincis Ligquor Control
Commigsgion shall be of the following classes:

{a) Manufacturer's license - Class 1. Distiller, Class 2.
Rectifier, Class 3. Brewer, Class 4. First Class Wine
Manufacturer, Class 5. Second Clasg Wine Manufacturer, Class 6.
Firgst Class Winemaker, Class 7. Second Class Winemaker, Class
8. Limited Wine Manufacturer, Class 9. Craft Distiller, Class
10. Craft Brewer,

(b) Distributor's license,

(c} Importing Distributor's license,

(d} Retailer's license,

{e} Special Event Retailer's license (not-for-profit),

{(f) Railroad license,

(g) Boat license,

{(h) Non-Beverage User's license,

(i) Wine-maker's premises license,

() Airplane license,

(k) Foreign importer's license,

(1) Broker's license,

(m) Non-resident dealer's license,

(n) Brew Pub license,

(o) Auction liquor license,

{(p) Caterer retailer license,

{¢) Special use permit license,

{(r} Winery shipper's license.

¥No perscn, firm, partnership, corporation, or other legal
business entity that is engaged in the manufacturing of wine
may concurrently obtain and hold a wine-maker's license and a
wine manufacturer's license.

{(a) A manufacturer's license shall allow the manufacture,
importation in bulk, storage, distribution and sale of
alccholic liquor to persons without the State, as may be
permitted by law and to licensees in this State as follows:

Class 1. A Distiller may make sales and deliveries of
alcoholic ligquor to distillers, rectifiers, importing
distributors, distributors and non-beverage users and to no
other licensees.

Class 2. A Rectifier, who is not a distiller, as defined
herein, may make sales and deliveries of alcoholic liguor to
rectifiers, importing distributors, distributors, retallers
and non-beverage users and to no cther licensees.

Class 3. A Brewer may make sales and deliveries of beer to
importing distributors and + distributors and may make sales as
authorized under subsection (e) of Section 6-4 of this Act ——and

: = e A= L 3= 1 i A . Ll | I 1 I 3
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{(18) (A) A craft brewer licensee, who must also be
either a licensed brewer or licensed non-resident dealer
and annually manufacture legs than 465,000 gallong of beer,
may make application to the Commissicn for a
gelf-distribution exemption to allow the gale of not more
than 232,500 gallons of the exempticn holder's beer to
retail licensees per vyear.

(B) In the application, which shall be sworn under
penalty of perjury, the craft brewer licensee shall
state (1)} the date it was established; ({(2) its volume
of beer manufactured and sold for each vear since its
establishment; (3) its efforts to establish
distributor relationships; (4) that a
gelf-digtribution exemption ig necegsgary to facilitate
the marketing of its beer; and (5) that it will complvy
with the alcoholic beverage and revenue laws of the
United Stateg, thig State, and any other state where it
ig licensed,

(C) Anv application submitted shall be posted on
the Commigsgion's website at least 45 days prior to
action by the Commission. The Commission shall approve
the application for a self-distribution exemption if
the c¢raft brewer licensee: (1) ig in compliance with
the State, revenue, and alcohelic beverage laws; (2) is
not a member of any affiliated group that manufacturers
more than 465,000 gallons of beer per annum or produces
any other alcohelic beverages; (3) shall not annually
manufacture for sale more than 465,000 gallons of beer;
and (4) shall not annually sell more than 232,500
gallons of its beer to retail licensees.

(D} A gelf-digtribution exemption holder shall
annually certify to the Commission its manufacture of
beer during the previous 12 months and jits anticipated
manufacture and sales of beer for the next 12 months.
The Commission may fine, suspend, or revoke a
self-distribution exemption after a hearing if it
finds that the exemption holder has made a material
misrepresentation in its application, violated a
revenue or alcocholic beverage law of Illinois,
exceeded the manufacture of 465,000 gallons of beer in
any calendar vear or became part of an affiliated group
manufacturing more than 465,000 gallons of beer or any
other alcoholic beverage.

(BE) The Commission shall issue rules and
regulations governing self-distribution exemptions
congistent with this Act,

(F) Nothing in this paragraph {(18) shall prohibit a
self-distribution exemption holder from entering into
or simultaneously having a distribution agreement with
a licensed Illinois importing distributor or a
distributor. If a self-distribution exemption holder
enters into a distribution agreement and has assidned
distribution rights to an importing distributor or
distributor, then the self-distribution exemption
holder's distribution rights in the assigned
territorieg ghall cease in a reasonable time not to
exceed 60 davys.

(@) It is the intent of this paragraph (18) to
promote and continue orderly markets. The General
Assembly finds that in order to preserve Illinoig’
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regulatory distribution system, it is necesgary to
¢create an exception for smaller manufacturers in crder
to afford and allow such smaller manufacturers of beer
access to the marketplace in order to develop a
customer base without impairing the integrity of the
3-tier system.
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STATE OF ILLINQOIS
97th GENERAL ASSEMBLY
HOUSE COF REPRESENTATIVES
TRANSCRIPTION DEBATE

62nd Legislative Day 5/23/2011

Clerk Mahoney: nSenate Bill 754, a Bill for an Act concerning

ligquor. Third Reading."

Speaker Lyons: "The Gentleman from Bureau, Representative

Mautino."
Mautino: "Thank you, Speaker. Ladies and Gentlemen of the
House, Senate Bill 754 grants a limited option to Illinois
and out-cf-state startup breweries defined in the Bill as
craft brewers to self-distribute beer products pursuant to
a permit issued by the Liguor Control Commission. The
permit process ig similar to that previously adopted by the

Tllinois General Assembly for small wineries. This Bill,

except for the craft brewer exemption, continues a

prohibition against self-distribution for out-of-state

'lgfewers and clearly.extends that prohibition to Illinois

brewers. The out-of-state brewers and Illinois brewers are

treated equally as required by the commerce clause

provigions of the U.S. Constitution, In  other words, all

brewers, in state and out of state, manufacturing beer

above the craft brewer limits may not self-distribute or

own a distributorship in Illinoisj The Bill is consistent

with the clarification suggested by Federal District Court

in the case entitled Anheuser-Bugch, et al v. Stephen B.

Schnorf, et al. Under this Bill, it is the clear intent

that Illinois continues to adhere to the three-tier system

for the regulation of alcoholic beverages. This Bill is in

response to the court case, which many of you have heard
about up until now, and I would be happy to answer any
questions. The Senate and Senator Trotter held about ten

meetings with Anheuser Busch InBev, the Craft Brewers

097000628B7545D. doc
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Guild, MillerCoors, Wine and Spirits Distributers of
I1linois, and the Illinois Licensed Beverage Association. I
thank Senator Donne Trotter for his work as well as
Representative Greg Harris, Representative Mike Bost, and
John Bradley. And I bring to you for your vote today Senate
Bill 754, Appreciaﬁe your support." -

Speaker Lyons: "The Chair recognizes the Gentleman from

Jackson, Representative Mike Bost."

Bost: "Thank you, Mr. Speaker. Will the Sponsoxr yield?"
Speaker Lyons: T"Sponsor yields."
Bost: "Representative, Jjust so that we have it real clear on

record for any gquestion that might be out there. The

gallonage total that the small brewers can self-distribute,

what 1s the amount in that?"

Speaker Lyons: "That was a question, Frank."
Mautino: "Fifteen thousand barrels."
Bost: MThank you. And that doesn't matter if that small brewery

is located in Illinois or let's say there's one just across

the river into Misscuri or Indiana. It's all the same,

correct?"
Mautino: "Yep. That's correct.”
Bost: "And, therefore, that answers the judge's question on

whether or not it is.. if there is discrimination among the

gtateg?"”

Mautinoc: "Certainly. 2nd with that, you know it'g important to
remember that Judge Dow was faced with two decisions,
either to stop all distribution by anyone who is not
existing within that tier; so' basically, force them to

close down that portion of their operation for those small

0970006258754JD.doc
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brewers or allow it for all, and the least disruptive means
was to disallow any. And now that's.. that's with the court
case itself, anyone from being in multiple tiers at the
game time. So this 8ill actually creates the structure,
which you were describing“on a very limited basis, in order
to make sure that they will be able to continue so long as
they're licensed by the Liquor Control Commission.™

Bost: "Thank you, and Mr. Speaker, to the Bill. With the hard
work that has been and set forth by all parties involved,
basically what we've done 1is we've met .the court's
requirements by doing this, but we've also encouraged young
entrepreneurs to go into a craft brewer business,'to get .
involved to raise up their product, to start new businesses
that the distributers then can have all that new business
to move around and actually makes it better for them as

well. But what it does do is, it does not allow a monopoly

to exist, which is the concern and why we have also always

had the three-tiered 'TIT' system in place, which many

people ox the majority of people on this floor agree with.

I stand in support of the Bill, and I thank you.. say a big
thank you to all the people who have worked on it."

Speaker Lyons: "Representative Roger Eddy."

Eddy: "Thank you, Speaker. Would the Sponsor yield?"

Speaker Lyons: "Sponsor yields."
Eddy: "Representative, at this point, I know this has been a

pretty long process and a lot of negotiationg, there are

still some opposition?"

Mautino: "ves, the brew pubs and the micra.. the brew pubs are

still in oppositiomn.”

097000628B7540D.doC : 3
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Eddy: "Okay. And the basis of that opposition is that cthey
would not be able to meet the gallonage; Is that the issue?

Mautino: "No, that's a separate issue under tThere where they

basically were seeking the ability that would.. to license

‘and self-distribute. So that does not answer the court case

Eddy:

in here.. We've stuck directly to that. I would be opposed
to that because it's the same problem, where they would be
operating within multiple tiers of the system. 8o, they
would need a geparate legislation, they are not in this."
ﬁOkay. So one of their concerns is about -brewing off
site? I think that.. that's something that continues to
concern them. You mentioned that there wmight need
additional legislation. I guess, my guestion is, 1s that
something that we can work on that ?ou anticipate there be

further discussions related to?"

Mautino: "In the future they can.. théy may bring forth another

Eddy:

Bill. Part of their groﬁp received the license as the

specialty brewers. The other part are the brew pubs. And so

they were reluctantly opposed. They liked the portion of

the Bills that were in here dealing with craft brewers, but
their association also here some members who will not be

able to self-distribute.™
"well I appreciate that and I appreciate you pointing

that out because it is something, I think, we're going to

possibly see again. Ladies and Gentlemen of the House, to

the Bill. T stand in support of the Bill. I think that the

Amendment addresses the district court, northern district

case, the decision made there. It helps the small brewers

get their beer into the market without dismantling what has

e g L o
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beenr the three-tier system. It does it in a way, I think,

that's reasonable, and I think that it's something that we

should support herxe in the House and I'd urge a Tyeg!
vote, " '
Speaker Lyons: "The Chair recognizes the Gentleman from Cook...

Representative Eddy, you're finished, correct, Sir? Yeah.

Representative Dunkin."

Dunkin: "Thank you, Mr. Speaker. Will the Sponsor yield?"
Speaker Lyons: "Sponsor yields."
Dunkin: nRepresentative, I know we had some discussion before.

I just want to get a sense of. with a lot of these micro

brewers or excuse me, these craft brewers coming about and

them now being. possibly to participate in the

distributioning end of things, how would this help with,

sort of, minorities becoming brewers and distributors as
well? Is there.., sort of.. does it help ox hurt..” ‘

Mautino: "Actually, it's unlimited opportunities. They can.. if

they are starting up one of the éraft brewers, anyone, in

- any walk of life, can go in and apply for a license, meet

the criteria within the state, and then would be able to

both produce and distribute so long as it's below the 15

thousand gallon.. barrels.”

Dunkin: ngure. Some of.. again, in some cof our discussion, some

of the challenges with some of the smaller ones versus the

larger distributers, excuse me, brewers is because is that,

for example, an Anheuser-Busch or Miller Lite.. had the

opport.. they actually.. some of. they actually provided

opportunities for some minority ownership in several

Ul
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that justifies their discrimination” against out-of-state brewers, and thus the

discrimination is unconstitutional. (Id. at 27.)
To remedy defendants’ unconstitutionally discriminatory interpretation of
linois law, the district court had to equalize the treatment of in-state and out-

of-state brewers. The court either could “extend” the in-state brewer

3

glisﬁibution right to out-of-state brewers, such that out-of-state brewers could

continue to own or operate an [linois distributor as in-state brewers are

permitted to do and as out-of-state brewers had for over 70 years prior to

defendants’ recent interpretation, or “pullify” the in-state brewer distribution

right such that no brewers could own or operate an Illinois distributor. {Id. at

—

37-38.) The district court chose fo mullify provisions of the Liquor Control Act

such that no brewers, whether in-state or out-of-state, may own or operate an

Hlinois distributor. () The Sept. 3 Order provided that this remedy would be

stayed until March 31, 2011, to give the Illinois General Assembly an
opportunity to act, if it chooses to do so. (Id. at 37.)

On October 1, 2010, AB Inc. and WE]jCO filed a notice of appéal
pursuant to 28 U.S.C. § 1292(a){1), appealing only those portions of the district
court’s Sept. 3 Order that pertain to the proper remedy for defendants’ violation

of the Commﬁrce Clause.
On October 18, 2010, the parties to the action in the district court filed a
joint stipulation of dismissal with prejudice as to Counts II (violation of

Procedural Due Process of the Fourteenth Amendment) and I (violation of




Accordingly, this Court should reverse that portion of the Sept. 3 Order that

nullifies provisions of the Liquor Control Act, such that no brewer may

distribute beer in lilincis, and reform the remedy to extend {“reinstate” to out-

of-state brewers the same right fo own or operate an Illinois beer distributor

afforded to in-state brewers under the Liquor Control Act. This Court should

enter plaintiffs’ proposed Vform of injunction to accomplish as much. (Docket No.
28, Exhibit A.)

Dated: Jarnaary 21, 2011 _
Respectfully submitted,

Edward M. Crane
Albert L. Hogan, III
Andrew J. Fuchs
SKADDERN, ARPS, SLATE,
MEAGHER & FLOM LLP
155 N. Wacker Drive
Chicago, lllinois 60606
312-407-0700 (Telephone)

Counsel for Plaintiffs Anheuser-
Busch, Inc. and WEDCO
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= 1065 Congress duvenue, Suite 370
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fax: {522} 236-203%

ANHEUSER]

December 14, 2010

Mr. Bill Glson

President

Associated Beer Distributors of Hiinols
100 W. Cook Streat

Springfield, IL 62704

Dear Bill;

I am enclosing a draft copy of legislation which was presented to our
wholesaler partners at a meeting earjier today with senior managemant.

We wolld appreciate the opportunity fo diseuss this with you and the
decision makers for your association at your garliest possible convenience in

the interest of continued dialogue.

MarkBordas
Region Vice President, State Affairs

C: M. Thomson; M, McClain; K. Feehan; D. Kolditzi T.Roth
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An Act conceming liguor.

Be it enacted by the People of the State of Illinois, represented
in the General Assembly:

Section 5 of the Liguor Control 2ct of 1934 is amended by
changing section 5/6-4,as follows:

{235 ILCS 5/6-4) (from Ch. 43, par. 121)

Sec. 6/4. 'The Legislature hereby finds and declares that

for purposes cof ensuripg the preservation and ephancement of a

three-tier system of distribution in the State of Tllimnois,

promoting interbrand compétition in the alcoholic liguor

industry within the State, ensuring that importation arnd

distribution of alcoholic liguor in the State will be subject to

thorough monitoring by the State, reducing the importaticn of

illicit or untaxed alcobolic liguor into the State, excluding

misbranded aleoholic liguor products from the State, the

fcllowing provigion shall be enacted,

(a} No person licemsed by any licensing authérity aa a distiller,
or a wine manufacturer, or any subsidiary or affiliate thexeof, or any
officer, associate, member, partner, representative, employee, agent
or shareholder owning moxe than 5% of the cutstanding shares of such
person shall be issued an importing distributor’ s or distributor's
license, nor shall amy person licensed by any licensing authority as
an iwporting distributor, distributor or retailer, or any subsidiary
or affiliate thereof, or any officex or associlate, member, partner,
representative, employee, agent or shareholder ocwning wmore than 5% of
the ontstaniding shavas &f such person be issued a distiller's license

or a wine manufacturer’'s license: and no person or persons licensed as
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a distiller by any licensing authority shall hawve any interest,

directly or indirectly, witlh such distributor or importing

distributor.

However, an importing distributor or distributor, which on January
1. 1985 is owned by a brewer, or any subsidiary or affiliate thereof
or any officer, associate, member, partner, representative, employee,
agent or shareholder owning more tham 5% of the outstanding sharegs of
the importing distributor or distributor referred to in this
paragraph, may own or ac¢quire an ownership interest of tore than 5% of
the ocutstanding shares of & Wine manufacturer and_be issued a wine
manufactu;er’s license by any licenéing éuthority.

(b} The foregoing pro#isions shall not apply to any person
licensed by any licensing authority as a distiller or wine
manufacturef, or Lo any subsidiary or affiliate of any dispiller or
wine manufacturer who shall have been‘ﬁeretofore licensed by the State
Comnission as either an importing distributor or distributér during
the annual licensing period expiring Juné 30, 1947, and shall actually

have made sales regularly to retailers.

hu—

{e) Notwithstanding any other provisiong in rhis Act, a brewer

ticenged by any licenging authority, which on Jamary 1, 2016, owned

in whole or in part an importing distributor or distributor, or owned

oY any successor

the same through any subsidiary or affiliate thereof,

entity of the brewer, subsidiary or affiliate, may own or acquire the

outgtanding shares, in whole or in part, of that same importing —— ;%fsr

oY any entity which purchases or acquires

distributor or distributor,

the importing distributor or distributor or of any other importing

distributor or distributor located within Cock County, Illinois,

regardless of whether said brewer, or amy subsidiary, affiliate, or

successor entity thereof holds an Tllinois nox-resident dealers

license.

4—e— {d} Provided, however, that in such instances wherergwr$
. ¥ . - - .
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distributor's or importing distributor's licemse has been issuved to

any distiller or wine mamufacturer or to any subsidiary or affiliate
of any distiller of'wine mam:facturer who has, during the licensing
period ending June 30, 1947, seold or distributed as such licensed
distributor or impérting distributor alcoholic liquors and wines to
retailers, such distiller or wine marufacturer or any subsidiary or
affiliate of any distiller or wine manufactuyrer helding such
distributor's or importing distributor's license may continue to sell
or digtribute to retailers such alcocholic liqueors and wines ﬁhich are
manufactured, distilled, processead or marketed by distillers and wine
marafacturers whose products it sold or distributed to retailers
ﬂuring the whole or any paxt of its licensing periods; and such
additional brands and additional products may be added to the line of
such distributor or importing distribgtor, provided, that such brands
and such prodicts were not s0l1d or distributed by any distributor or
iﬁporting distributor iicehsed by the State Commission duxing the
licensing peripd ending June 30, 1947,;but cannot sell or distribute
to retailers any other alcoholic liquors or ﬁines.. -

48+ {el It shall be unlawful for any distiller licensed anywhere
to have any stock ownership or interest in any distributor's or
importing distributor’s license wherein any other person has an
interest therein who 1s not a disti1ler and does not own more than 5%
‘of any stock in any distillery. Nothing herein contained shall apply
to such distillexrs or their subsidiarxies or affiliates, who had a
distributor's or importing distributor's license during the licensing
period ending June 30, 1947, which license was owned in whole by such
distiller, or subsidiaries or affiliates of such distillier.

4o} (f) Any person having been licensed as a manufacturer shall
be permitted to receive one retailer's license for the premises in
which he or she actually conducts such business, permitting the sale

of beer only on such premisesz, but no such person ghall be entitled to
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more than cne retailer's license in any event, and, other than a

manufacturer of beer as stated above, no manufzcturer or'distributor
or importing distributqr, excluding airplane licensees exercising
powers proﬁided in paragraph {I) of‘Section 5-1 of this Act, ox any
subsidiary or affiliate thereof, or any officer, associate, member,
partuer, rebresentative, employee or agent, or shareholder shall be
iséuéd a retailer's licensg, nor shall any person having a retailer's
license, excluding airplane licensees exercising powers provided in
paragraph (I} of Secticn 5-1 of this Act, or any subsidiary or
-affiliate thereof, or any officer, assqciate,-member, pafiner,
representative or aggnt, or shareholder be issued a manufacturer‘s
license or importing distributor's ligense.

A person licensed as a craft distiller not affiliated with any
other person manufactu;ing spirits may be permitted to receive one
retailer's license for thé premises in which he or she.actually
conducts business permitting only the retail sale of spirits
wanufactured at such premises. Such sales shall be limited to on-
premises, in-person sales only, for lawful congumption on or off
premises. A craft distiller licensed for retail sale shall secure
ligquor liability insurance coverage in an amount at least equal to the

maximum liability amounts set forth in subsection (a) of Section §-21

of this Act.

£ (g} However, the foregoing prohibitions against any person
licensed as a distiller or wine manufacturer being issued a retailer's
license shall mnot apply:

(1)} to any hotel, motel or restaurant whose principal

busginess is not the sale of alecoholic liguors if said retailer’s sales
of any alccholic ligquors manufactured, sold, distributed or
controlled, directly or indirectly, by any affiliate, subsidiéry,
officer, associate, member, partner, representative; ewployee, agent

or shareholder owning more than 5% of the outstahding shares of such
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person does not exceed 10% of the total alcocholic liguor sales of said

retail licensee; and

(il1) where the Commission determines, having
considered the public welfare, the economic impact upon the State and
the entirety of the facts and circumstances invoived, that the purpose
and intent of this Section would not be viclated by granting an
exemption.

. T iﬁl Notwithstanding any of the foregoing prohibitions, a
limited wine manufacturer may sell at retail at its manufacturing site
for on or off premises consumption and may sell to distributoras. A
limited wine manufacturer licensee shall secure liquor liability
ineurance coverage in an amount at least eéﬁal to the maximum

lisbility amounts set forth in subsection (a) of Section §-21 of this

AcCE .

(i) All pricing practices of beer distributors and brewers shall

be_subject to the Illipmois Antitrust Act, 740 ILCS 10/1, and the

Illirois Consumer Fraud and Deceptive Buginess Practices Act, 815 TLCS

505/1 et sag., and the Beer Industry Fair Dealing Act, 815 ILCS 720/1
et sgeq.
Source: P.A. 95-634, eff. §-1-08; 96-1367, eff. 7-28-10; . eff.

] . 7 P



Exhibit 7




IMPORTANT INFORMATION REGARDING SENATE BILL 754

May 3, 2017

Honorabie Antonio Munoz
323 Capitol Building
Springheld, [L 62706

Dear Senator Munoz:

We represent Anheuser-Busch and write to share important informiation from our client on
Senate Biil 754 (currently on Senate 3™ Readings) and to comedt mxsmfoma?son about the bill

that has been distributed 1o lawimakers by z}t her interested parties.

As you may krow, the Jilinois quwm Centrol Commission last year denied Anhenser-Bisch the
apportunity to.acquire City Beverage. 4 wholesale distributor jn wwhick 7t alveady hud a partial
ownership interest for severzl years, on the gronpds that putofbstite breswers should riot be .
aliawed to hold a distributor’s Ezcensa: & federal judge sorsed With Aivheussr-Busch and B
found fhe [LEC s action an unooustifutional wmi:aﬁm of fre Commeree Clanse beeause it
diserfminated against non-resident brewers. The judee’s proposed retnedy, however, was to treat r
-~ both in-state and out-of-state brewers the same by prohibiting either from holding 3 distributor’s M
license, Ifallowed tostand, serne hinois craft brew.ers could be forced to close, as there is no
guardntee Hiat other wholesalers woulth agres to distribute their prodiess. : —

Anheuser-Busch a;;spga}eﬁ and the judge staved his remedy ot May 27, ﬁi’ this time, the
status quo remafns in place in Hlinols. Anheuser-Busch will soon sk the judge to extend his
stey further while the case remaing on appeal, thus greserving the statns quo and enstifing that

sinall llinols brewers are not harmed.

Anheuser-Busch, the largest b{ewér in ﬁze world, stands a:m;in arte with smafl Hiinots Brewers
and thewr tade assotiation, the Craki BI‘«EW&IS ﬁuﬁd witlch 56 opposes. Sa;m%e Bill 754, Gur
client has worked conperatively with the craft brewers because brewers want: %}16 sante thing: fair

competition in the mafketp ace and equdl tregtment under the an

We request thit no acton be taken on the bill unless the courts devide fo nof extend the
stay and i becomss necessary o agt to ensure Jilinois eraft brewers will be allowed fo
continue distributine their beer. This decision will be. made before the scheduled Wiay 31

adiournnrent and with sufficient time for the General Assembly to act if necessary,

Thank you very much for your time and consideration. This issue is very inportant to Anhetser-
Busch’s business in [inois. where the company spends miilions of dollars annually - more than

it spends in many other states combined. We hope you find the enclosed letter from Anheuser-
s distributors dnd Q& A informative and helphil. o

g

™2

Busch President Dave Peacock to his confpany
We would be happy 10 answer any questions or respond {0 concemns you may have. |

Sincerely, ,
Tont Tavier

Coy Pugh Barbara Staples-King
Michael Weir

Mike Thomson Jennifer Morrison
B, Carter Hegdren  Liz Brown

Jarmres Deleo
2ike McClain
Brent Hassert
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May 2, 2011
T0: Al Anheuser-Buseh Tllinois Wholesalers

ANHEUSER-BUSCH R§ PONSE TO ILLINOIS SENATE BHE 754

' .
As you are swars, Anheiser-Buschlstrongly cppos@!ﬁncis 5B 754 because i unfairly restricts the

. abiiity of brewers — farge and small - to compete in the marketplace.

The practice of brewery participation at the wholesaler lavel is fiot uncommon — faderal law and half
the states provide for it in some form. tassures brewers competitive market acsess, sometires
where the market Baifficult, the busingss is fowe-share, or for other Fictors, such s allbiwing.
financial aid to wholesalers who might otherwise not have-the experisnce oreapitel fo anter fhe
infustr or expand thelroperations. This alileads to 2 heslthier market that's betisr for
wholesalers, retailers and uifi matedy the consurher and is fully congistent with our firm support of

the thz'“eeﬂfiﬁr systam.

Recently, you racelved 3 Q8A from B Ofom, Assoviated Berr Distributors:of finois, that spreads
misinforrnation about 98 754 dnd our positibn, To one questior-ofthe “reg/ regson™ we are
iitaresfed in pwriing glicensed pperation in Chicagpland; Mr, Gison =.rmanég:*?ﬁ£§szatthfﬁe.
Anbrusér-Bisch ihBev has u. marker shore in the lbw fo mid-twénties.in the Chicage metro nrew:
whare MillerCoors’ producis are the morket lerder.”

- Growing market share isan autrageous gual enly to those wha stand to I9se business it a more
tompetitive envirorment. We absolutely wiork to grow market share every day in every market—
our business depends on i, as does vours. | don't befieve it is ABDIS roleto determine who shoutd
have what miarket share, nor how A-8 and its wholesalers cheose to fawfly nursue an Intoroved
competitive position,

Mr. Olfson proclaims Anheuser-Busch is 2 ‘Forgigr brewer” and that the “2ompony cwnéd and
operated by the Busch forily no fonger exists,” Anheuser-Busch has bean a publicly ield company ;
for decades, we brew and package beerat 12 U.5. breweries with local éemployees and our U.S,
headquarters remains in St. Louis. Such irrelevant, emotional rhetaric has no place in 3 discussion
on assuring that z cempetitive marketplace exists in Mingls,

As ABDI continues to snread falsehoods and innuendos, we wil work fo eorrect these with

fegistators and others, starting, with the attached Q&A in response to Mr. Ofson’s, I you have any

questions about our position, please contact Mark Bordas at {512} 236-9242 or Tom Roth at (314) ‘
577-2575. :
Sincerely,

Dave Pearock
Prasident
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' ABQF supports SB 754 bacause the bill wﬂi glve i vrrt&aliycqmp&e’ta céntrolof besr

corapatition it the siate. Nefther A8 northe {lfinols Craft Brédwsrs G tild Support S8 ?Eé

SERUGUICE IO b, LR,
R&spcnse to ABDI Letter ro Lawmakers Regarding Semie Bill 734
May 2, 2011 '

Why should the General Assernbly et o the issue of brewery-owned distributorships? &

Judge Dow did nof ask the General Aésembfy to act on the issue of brewery-owned
distributorships in Hiinois. Rather, he gave the General Assembly an opportunity to actif it

chase to do so. in the measntime, the remedy is under appeal because the Liguor Contro

Act in fact has permitted ail brewers to distribute under state license from 1934 through the

present. There is absolutely ng urgenty to act now, belore the appeal'is decided.

How does SB 754 help resolve the discrimination that exists between iﬂ-&taté_ and oufof-

stete breweries?

it doesn’t. The Liguor Contral Act has permittad all brewers—~ ihestate and out-gf-skate — to
distribute beer since 1934.without discrimination. The onlyissus here isthe discrinvination
that resulted from the interpretation of the act In 2010 by the Hiinois Liguor Controf
Compmnission {HCE). Before that, the (LCL interprefed the gct 1o permit 8 brewers to
distribute bedr. '

' Why did Judge Dow deride tounot allow éﬂﬁeaéerrau.gﬁﬁ t own distribtsiorships?

Judge Dow mydde no suchrdecision. He lpoked at thel LEC's Egtarpﬁetaﬁmﬁ ofthe act, not the

. actisel], and torrettly decided the ILCC soted n 2 discrimingtory . way, The court cannat

créata a kaw or public pelicy, and the judge made very clear the et would.not.

Wﬁ? does ABD! support 5B 7542

distribution in si&nms —~t{o s members’ competitive and SEONOMIC advgntagw SBE754i58

Shanificant depar‘ture from the-way lilinols has histarically regulated beer and threatens fir

it's bad for beer and-consumers. The Guild, with 30 linols memibers, is against the bil
begause it could result iman even worse position for them than ifsg legistation was passad.,

Doesn't A-B own distributorships in other states?

Yes, and 's not.uncomimon. Federal law and half the states provide for brewers to own

ficensed distributors in some form. These states do so becatuse the state remains in controf ;_

of the middfe tier through licensing, which assures transparency, taxation and protection of
£ g

communily interests, regardiess of whether they sre affiliated with & brewer or other

businsss.
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where the market is diffidy

~

Anheuser-Busch is interested in City Beverage because the Chicagoland market is a difficuft,
cost-pronibitive market and its majority partner asked them te buy the remaining stake.

Didn’t A-B own a distributorship in llincis previously?

A-B has had 3 histaric presence 25 a wholesater in iliingis since the late 18005, More
recently, A-8 owned a distributorship in lilincis from 1982 o 2005, and then rotled that
ownership over into its ownership of City Beverage in 2005, without interruption. Every
year, the LCCissued A-B a distributor license because it correctly interpreted the Liquor
Control Act as permitting brewers to hold o istributars’ ficenses. The Hlinois law governing
this has remyined consistent sver the yenrs - it did not change in 1882, se no
“grandfathering” could have bccurred,

Why now? What is the real reason A-B wants &y own distributorships?
A-B has owned » distributorship in Bingis for more than 30 years. This is notiing new. The
REC recently crested an Issus where none exists.

Brewer-owned dktrime.rs.higs.&ssur‘e Brawers com petitive market dccess, sometimes

¥, the business is low-shate, or fér other attors, such as gliowing
financiat ald 10 wholesalers who miight otherwise not have the experienee or eapitaf to enter
the industry or expand their operations. This &l legds {a ai%&alﬁﬁi&r’f?}aﬁéf that's betierfor
whiglesalers, retallers. sntultimately the beer consymar,

What would the karm be iFA-B owmned éistﬁ&ﬁtérsﬁips?

- None —just look 3¢ A-B's track record in linols. The ECC has licensed A-B a5 # besy

by

distrbutor in Hiinois for more than 30years, and it has-operated 35 a responsibla, compliant
ficensed wholesaler. In faut, curing the lawsuit, the ILCC falled to produce any evidence that
A-B's holding of 3 distributor ficansa had 20y negative affect whatsoever,

What berefit do distributors provide to the markat?
All distributors ~ regard less of ownership -~ provide value and service to retgilers and
communities through products, revenue, faxes and commuriity supoert. A-B has besn an

outstanding distcibutor in large markets for decades — more than 3 century in Detver — and
we remain a firm supporter of the three-tiar system, '

CERE

L p—
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Findines from the 12/7/2011 Meeting Regarding the Anheuser Busch Ownershig

Interest in City Beverage LLC

We find:

A. The Commission ruled in March 2010 that under Illinois law Anheuser Busch (AB) couldn’t
own a distributor.

B. The Federal Court in 2010 was obligated to accept our interpretation of state law.

C. AB testified that they relied on the advice of ILCC Chief Counsel during their consideration of
purchasing City Beverage LLC (City Bev).

D. AB, until 2009, in various configurations, has owned all or parts of distributorships with ILCC
staff continued reissuance of licenses.

E. Two attorneys, each fanctioning respectively as Chief Counsel to the Illinois Liquer Control
Commission, within a period of § years, came to opposite conclusions as to whether the Liquor
Control Act allowed manufacturer ownership of distributorships, while the statute had not

chan gc—::d during the intervening time.

,X» F. It was the intent of the Illinois General Assembly in 2011 to deny AB the right to own a
distributorship. We believe this even though the General Assembly did not amend Section 5/6-
4(a) to include brewers as parties specifically prohibited from owning distributorships.

G. A new question was raised by interested parties, whether a foreign corporation must be
registered to do business in Illinois in order to own more than 5% of a distributorship (or any

other license).

H. We are not legally estopped from sanctioming AB/WEDCO/City Bev for the current status of
license ownership. '

I. The Commission has substantial discretion in determining whether or not to issue, renew or
revoke a license in accordance with the Liquor Control Act.

J. The current status of license ownership does not adversely affect the ability of the Illineis Liquor
Control Commission to soundly and caréfully conirol and regulate the manufacture, sale and

distribution of alcoholic Liquors.
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~ Joseph Seagram & Sons, Inc.
Scagram Americans Division
2100 Golf Road Stes 230/290
Rolling Meadows, IL 60008

Amtec International of NY Corp
213-215 North 9 St
Brooklyn, NY 11211

Krmos Foods, Inc.
160 North Morgan
Chicago, IL. 60607

Stanley Imports
2017 N. Mendell
Chicago, IL 60614

Paterno Imports, Ltd.
900 Armour Drive
Lake Bluff, IL 60044

Baum Wine Imports, Inc.
485 Thomas Drnive
Bensenville, IL 60106

Winesellers, Ltd.
9933 N Lawler
Skokie, IL 60077

Vinifera Imports Ltd.
205 13™ Ave
Ronkonkoma, NY 11779

Wein Bauer, Inc.
10600 Seymour Ave
Franklin Park, IL. 60131

Jin Han International, Iné.
3445 N Kimball #e
Chicago, IL 60618

Geneva International Corp.
29 E Hintz Rd
Wheeling, IL 60090



Leonel & Noel, Corp
4476 North Elston Avenue
Chiago, IL 60630

Dime Group International, Inc.
100 Fairway Drive

Suite 128

Vernon Hills, II. 60061

Una Voz, Inc.
Box 274
Aurora, IL 60507

Cracovia Brands, Inc.
5632 N Northwest Hwy
Chicago, IL. 60646

Grape News Importing Ltd.
1537 W Wolfram
Chicago, IL 60657

Maguey, Inc.
1905 Loomis
Chicago, II. 60608

Bozic’s Imports &Wholesale Liquors
1964 W Lawrence Ave

Upper Suite 1

Chicago, IL 60640

Sikon International, Inc.
7406 W Arcadia Ave
Morton Grove, IL 60053

International Products & Services of Sea & Earth
16 E Main St
East Dundee, IL 60118

Rose Importing & Distributing
13541 Kostoer Ave
Crestwood, IL 60445



Vino Dolce Imports, Inc.
5000 S Cornell Ave
Suite 14-B

Chicago, IL 60615

Taxco De Mis Amores, Inc.
7845 N Crawford Ave
Skokie, IL 60076

Miller Brewing Company
3939 W Highland Blvd
Milwaukee, WI 53208-0482

B.T. Mcclintic Beer Company, Inc.
136 W Grand Ave-Ste 245
Beloit, WI 53511

United Distillers USA

18 W 140 Butterfield Rd
Suite 1520

Qakbrook Terrace, IL 60181

SLJ Group, Inc.
55 Albrecht Drive
Lake Bluff, L 60044

Louis Gluntz Beer, Inc.
7100 N. Capital Dr.
Lincolnwood, IL 60645

Connoisseur Wines
P.O.Box 1722
Arlington Hts, IL 60006



Ieonard L. Branson * Robert E. Hayes

~ In the past year it has come to the atf

- the above rationale. Your options ap

January 10, 2001

Miller Brewing Company

3939 W. Highland Blvd
Milwaukee, Wi 53208-0482

Re:  Multiple tier licensing - Non

Dear Licensee:

licensees who may be improperly hol

LIQUOR CONTROL COMMISSION

. James M. Hogan » Irving J. Koppel °

STATE OF ILLINUGLS

George H. Ryan Don W. Adams Mark T Bishop
Governor - Chairman Acting Executive Director

Cominissioners _ _ :
Liflibeth Lopez = Myma E. Pedersen -

_Resident Dealer and Distﬁbutdrﬂmportin g Distributor

ention of the Legal Division that there are a number of
ding licenses on different tiers. You are directed to review

the following Sections 5/1-3.29, 5/5-1(m), 5§/1-3.15, 5/5-1(b), 5/6-4 of the Liguor Control Act, 2

summary of which follows. -

Ii is the considered opinio

, n of the Legal Diviston that the Liquor Control Act specifically
excludes manufacturers and non-resident dealers from the class of proper applicants for a
distributor’s and importing distributor’s license;
the class of proper applicants for a manufacturers an

and distributors and importing distributors from
d non-resident dealer license.

The Commission licensing database indicates that you are presently improperly licensed under

pear to be to continue to bg licensed as a Non-resident dealer

and to secure another Iltinois distributor or importing distributor to handle your products, or

relinguish your Non-

importing distributor; assuming in either case that

resident dealer license and continue to Operate as an Tlinois distributor or

you have the proper permit from the Bureau of

Alcohol, Tobacco and Firearms, COLAs and Registration Statements.

JRS/ps

I\Licensing\NRDDistLetter.wpd

James R, Thompson Center *
(312) 814-2206  (312) 8142241 (Fax)

160 W. Randolph Street + Suite 5-300 » Chicago ¢ Illinois 60601

(312) 814-1844 (T DD} Website: www.state.ilus/lee
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TRADE PRACTICE POLICIES Page 1 of 93

ANNOUNCEMENT
DATE: JANUARY 24, 2003

RE: REVISED TRADE PRACTICE POLICIES
{effective Jannary 1, 2003)
Please take notice that the Illinois Liquor Control Commission has now pubh.shed the revised Trade Practice POlIClBS . Placing
the updated version on the Commission’s website.

The website addres_s 15!

These policies were subject to numerous cormnment periods and meetings with the industry and their representatives, 23 well
as verbal and written comments and observations. Some of the sugpestons received by the Commnission were incorporated
into the revision; others had to be rejected as contrary fo the provisions of the Liquor Control Act; and others are still being

reviewed for possible addition at a later date.

All comments, which were subrmt{ed to the Commission, have been reviewed and acted upon in one fashmn or another. It
should be understood generally that these revised policies express the Commission’s best decision on questions presented fo

it, given the facts ‘and czrcumstances mvelved and the state of prevailing law.

It should furfher be understood that ALL policies wzll remain under contmuous review 1o better deveiop revisions re3ponswa )

o new and changing cmcumsLances

Trade Pract_lce }?ohcle:s N e L
PP "OfValue! Standards

‘ TPPﬂZ (RES&F;‘E&BL—SQC{ZI}EC Ttems OL Acﬁvmes which have been revzewed by the Commzsszon for “of

value VlOIatanS

TPP 3 Manufacturer, Non-Reszdent Dealer, Dlsmbutor Importmg sttnbutm' and Forezg,g Importer

sponsorship of events at Retail Premisss

TPP 4 Donations of Product and Semces 10 Orvamzamons : _' . - .

i

TPP-5 Retaﬂer Payments to Maﬂﬂf&eﬁﬁﬂ'er& Dlstnbutors Imnortlng Dlsmhutors and Foreign Imvorters o

i
S : é
;

TPP-6 Cooperative Purchasing Agreements

TPP-7 Reserved Point of Sale Materials - Manufactorer to Distributor

TPP-8 (Reserved)
TPP-9 Signage and other Advertising Materials

Reserved Signage Dollar Limits (1997 to present)

TPP-10
TPP-11 Censumer Coupons and Rebates

TPP-12  Hotel/Motel Mini Bars

http://www.state'.ﬂ.us/lcc/docs/ip@.htm 02/24/2004



“It is the policy of this Comrmission
.. prohibiting manufacturers, distributors and
retailers, and . simultaneously - prohibiting .retailers from “accepting  anything
manufactirers, - distributors and importing distributors, unless such tramsactions are specifically -
allowable pursuant to Ilinois Statute, Rule, Regulation, case law, of Trade Practice of this Commission. =~

Page 3 0f 93

TRADE PRACTICE POLICIES

TPP-33 bistn'butor Warehousing
TPP-39 - Multi-tier licensing arranéements_
TPP-40 Tntroduction of new spirits producer

TPP-1 “Of Vahue” Standards (“Tied Bouse”)

L Purp'os-e ' o : o :
ontrol Cormission wheréby the term “of value™ (also

To set the procedures of the Illinois Liguor C
referred to as “tied house™) shall be defined, and to
“of value,” under the Nlinois Liguor Control Act,
authority, and prior interpretive opinions. o

determine what constitutes items “of.value,” and not -

1L Po]icy Statement ' T S R o
to enforce the provisions of the Liquor Control Act in relation to -

importing distributors from giving anything “of value” to
“of value” -from

IIX. Precedent

" A. Statutory History 7 R o B o -
ates in the Federal Tied House Laws (Federal Alcohol Administrative Act

* The term “of value” origim:

(FAAA), 27 U.S.C. 205 (2), (b) and (c)), which s _
house” and “Commercial -bribery.” By granting gifts and loaning morney to retailers, manufacturers,
distributors and importing distribuiors had effectively “ted” themselves fo retailers to the point of
excluding competitors. This form of vertical integration between manirfacturers, distributers and
retailers allowed the distributors to exercise virtu
Laws prohibited manufacturers and distributors from giving equipment, fixtares, signs, supplies, money,
services, or other things_“of value” to_retailers. The federal Tied House Laws also prohibited

Rules and Regulations of the Commission, case -

ections respectively refer to “Bxclusive outlet,” “Tied .

tual control over the retailers. The federal Tied House

manufacturers and distributors from inducing retailers to purchase alcoholic products from them onty, to
the exclusion of other suppliers.. The Congressional objective sought by passage of the federal Tied

House Laws; was the prevention of this wholesaler control of retailers. The concemn was that buying

- Laws 1933-34, Znd. Sp. Sess,, p. 57, art. VI, suosec.

. opinion letters. and most recently by these Trade Practice Po

decisions of the retailers were in actuality being made by the wholesalers, or by retailers too strongly
influenced by the wholesalers, so that no independent business decision was being made. Congress also
intended that the Act would promote a competitive alcohol market. The underlying premise being a
genuinely competitive market led to lower prices, and lower prices removed the incentives for the
creation of a black market. This federal law was implemented by rules, found at 27 CER 1. ef seq., as

well as Trade Practice Keonlations.

The Hlinois General Assembly enacted its own “tied house” provisions in 1934, with the enactment of
uhsec. 4; subsaquently Tl Rev. Stat., ch. 43, par. 122 and

1) [EAWIE

6. These statutes have been interpreted in single subiect
licies. Also directly related to this “tied

123; now known as 235 ILCS 5/6-5 and 5/6-

02/24/2004

o flmn A fmon T
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ITL._Procedures
1, All licensed Hlinois distributors. impo

&%

:mﬁ%;m@&take—a¥a&&fr@m—su_chmaneh&us_cﬁmemises e e

S

. (4)_His sales are made within the geggr

premises dre within the same geographical ared as the person w

6. Illinois distributors, importing distributors and

"TRADE PRACTICE POLICIES Page 90 of 93

decrease in the Consumer Price Index during the previous 2 years according to the most recent

avzailable data.

The Peerless changes: 5/6-9 o

aphical area for which the'licenséd Tinais distributor from

whom the purchases are made has the right o sell the brand or brends of alcoholic liquor and only to
retail licensees whose licensed premises are localed within the aforementioned geographical areq.

‘No person to whom such Tight is granted shall sell at wholesale in this State any alcobolic liquor bearing .

such trade mark, brand or name outside of the peographical area for which such person holds such

selling right, as registered with the State Commission, nor shall he seli such alcoholic liquor within such
'f the premises specified in such retailer's license are located

oeopraphical area to a retai] licensee'1
outside such geographical arca. Any Iicensed [llinois distributor who has _not been granted the right fo
d is purchasing alcoholic liguor from a person who has been

sell any alcoholic liguor at wholesalé an : )
‘may sell and deliver only to relgil licensees whose Hcensed

oranted the right to sell at wholesale
ho has beer granted the right 1o sell ar

wholesale.

No manufacturer,
deliver any package containing alcoholic liquor manufa
person to whom such package is sold or delivered is authorized to receivé such package in accordance
with the provisions of this Act. S ' c ' -

(Source: P.A. 90-0596, eff. 6-24-98)

importing distributor. distributor, non- resident dpaler;'or foreigﬁ importer shall sall__or
ctured or distributed by him for resale, unfess the

rting distributors and _féreién' importers sha_H have licensed

warehouse facilities within the State of Illinois. - . : N o
2. All sales 1o retailers, located within each distributor. importing distributor and foreign importer’s
ceographic territory, shall be made from the licensed warehouse facilities within the State of Tllinois.

3. All business records, as defined in Sec. 5/6-8 and Regulation 100.130, shall be maintained wpon the
licensed warehouse facilities within the State of linois. .~ - = S
4. All alcoholic products sold to the licensed llnois: distribufors, importing distributors and foreign
importers shall be off-loaded at the licensed warchouse facilities within the State of Illinojs. '

5 The alcoholic products shall be siored at the licensed warehouse facilities within the State of Xllinois -

before sale and delivery o licensees in this State. : o -
foreign importers may watehonse product in_public

1 Act; however, sales of such products

warehouses. registered under Article VIIA of the Liquor Contro

TPP-39 Multi-tier licensing arrangements

Non-resident dealer and Distributor

The Commission has received applications
Distributor and Non-resident dealer license.
Tt is the position of the Legal Division of the Comin

same applicant for the following reasons:

requesting the issuance to one legal entitv both an Tlinois

ission that such licenses cannot be issued to the
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1. The Liguor Control Act defiries a Non-resident dealer as follows:5/1-3.29. Non-resident dealer

"Non-resident dealer” means any person, frm, partnership, corporation or other Jegal busir
entity who or which exports into this State. from any point outside of this State, any alcoholic liquors
sale to Illinois licensed foreiem importers or importing distributors. Such license shall be restricted io
actual manufacturer of such alecholic liquors or the primary United States importer of such alcohe
liquors, if manufactured outside of the United States, or the duly registered agent of such manufacture
importer. Registration of such agent with the State Commission, in such manner and form as s
prescribe, shall be a prerequisite to the issuance of such license to an agent,

Anvy licensed Tllinois manufacturer of Class 1, Class 2, or Class 3 may obtain a Non-Resic
Dealer’s License at no fee. A manufacturer whose production of alcoholic liquor is less than 500,
galions per Vear may obtain a Non-Resident Dealer's J_,1ccnsc for an annual feg Gf g75. {emphasis supplie

;’5—1 Llcenses issued by Itinois Liquor Controi Commission

Licenses issued by the Ilinois Liguor Control Commissicn shall be of the following classes:
{mn) A non-resident dealer's license shall permit such licensee to ship into and warshouse algoholic lic
into this Staté from any point outside of this State, and to sell such alcohohc liquor to IHinois licer
* foreign importers and importing distributors and to no one else in this State: provided that said non-resic
* . dealer shall register. with the Ilfinois Liguer Control Commission each and every brand, of alcoholic lic
which it proposes to sell to [llinois hocnsees during the license period; and further provided that it s
: comulv with all of the provisions of Section 6-9 hereof with respect to reglstratzon of such Illinois Heen: -

as mav be granted the nght o seli such brands at Wholesale

2. The Liquor Control Act deﬁnes a d1stnbutor as follows:

. - 5/1-3.15. Distributor
- "Distributor” meaps any person, ot}zer rhan a manufacturer or non- reszdenz‘ dealer lzcensea’ under thiy .

- who 1S éngared in this State in purchasing, storing, possessing or warehousing any alcoholic hquors
resale or reseﬂmg at wholesale, Whether within or Wlthou’c thls State (emphasts supplied) A

i B)A -1, Llcenses 1ssuefd by liinois nguor Control Commlssmn .

 Licenses issued by the Illinois Liguor Control COIDIHISSIOD shall be of the foliowmg ¢classes:
(b} A distributor's license shall allow the wholesale purchase and storage of alcoholic hauors and sal
alcohohc hquors to hcensees in thls State and to personsg w1th0ut The State, aginay be Denmtted by law. -

3 The above sect1ons of the Liguor Control Act sucmﬁcallv exclude both manufacturers and non-Tesic
dealers licensed under the Act from the class of proper aDDhcan’ﬁs fora dlsmbutors hcﬁnsc _

4‘ —Hutther, g se‘COnﬁ‘ngﬁnd jiom the“d(fn}*’afo’f‘smh litenses toasimgle fcgaf eTisToundin St = =
Liquor Control Act which provides in relevant part: B o
rExs, Snbsidiaries or Affiliztes Prohibited Transacti

5/6-4.  Retail sales by Distillers, Manufactur
and Futerests Exempfions

i a) No person licensed by any licensing aquthority as a a’zmli’er or a wire moanufacturer, or any subsni
or affiliate thereof. or any officer, associate, member, partner, représentative, employee, agent

shareholder ownine more than 5% of the outstanding shares of such person shall be issued an impor,
distributor’s or distributor's license, nor shall any person licensed by anv licensing authority as an impor
distributor. distributor or retailer, or any subsidiary or affiliate thereof, or any officer or associate, mem

pariner, representative, emplovee, agent or shareholder OWNINg more than 5% of the outstanding share

stich perzon be issued z distiller's license or 2 wine manufacturer's license: and no person Or PErSons licer
sha rest. direcily or indirecily, with such distabuto

ag a distitler 5y any licensing authority shall have any interest,

importing distributor. _
However, an lmuortmcr distributor or a1smoutor wmcn On_JanEry 1 1955, 15 owned by a DIewer, Ol

A i i~
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officer. associate, member, partner, representative, employee, agen

shareholder owning more than 5% _of the outstanding shares of the importing distributor or distriby
. referred to in this paraeraph, may own Or acguire an ownership interest of more ‘than 5% of the outstanc
shares of a wine manufacturer and be issued 1 wine manufacturer's Hicense by any licensing authority.
(b) The foregoing provisions shall not apply to any person licensed by any licensing authority
‘distiller or wine manufachurer, or to any subsidiary or affiliate of any distiller or wine manufacturer 1

shali have been heretrofore' licensed by the State Commission as either an importing disiributor or distriby
during the annual Hcensing period expiri no June 30.-1947. and shall actually have made sales regularl

totailers. : .
(c) Provided, however, that in such instances where a distributor's or impoxting distributor's license has t
to any subsidiary or affiliate of any distiller or »

ne June 30. 1947, sold or distributed as such licer

subsidiary or affiliate thereof or any

issued to any distiller or wine manufacturer or
' manufacturer who has, during the licensing period endi
distributor_or_importing_distributor _alcoholic liquors and wines 10 retailers, such distiller or v
manufacturet or any subsidiary or affiliate of any distifler or wine menufacturer holding such distributor’
importing distributor's license may continue to sell or distribute fo retailers such alcoholic liquors and wi
which are manufactured, distilled, processéd or marketed by distillers and wine manufacturers wk
products it sold ‘or distributed to retailers during the whole or any part of its licensing periods: and s
additional brands and additiopal products may. be .added to the line of stch distributor or Impor
distributor, provided, that such brands and such products were not-sold or distributed by any distributo .
importing distributor licensed by the State Commission durine the Heensing period ending June 30, 1€
but can not sell or distribute to retailers any other alcoholic liquors or wines. oo B
(d). It shall be unlawful for any distiller licensed anywhere to have any stock ownership or interest in
- distributor’s or importing. distributor’s Jicensé wherein any other person has an interest theréin who is
. “dstiller and does not own more than 5% of any stock in any distillery. Nothing herein contaived shall af .
-to_such distillers or their subsidiaries or affiliates, who had a disfributor's or importing distributor’s lice
' during_the licensing period.ending June 30, 1947, which license was owned in whole by sach distiller
subsidiaries or affiliates of such distiller. (emiphasis supplied) R :
4. From the foregoing, it appears that thefe are two options available to such an applicant: (a) .
continué to-be licensed as a Non-resident dealer and fo secure another 1linois distributor, or {b) reling
the non-resident dealer license and become licensed as an_Illinois distributer. Fither- of these opti
assumes that the applicant has the proper permit from the Bureau of Alcohol, Tobzcco angi'Fircarms-. '

™

TPP-40 Introduction of new spirits prodﬂcﬁ

e Papetme o dye ot inirodUC e NE WS pi;[?iiﬁ:r)tﬂduﬂ,ts:;;ﬂih@:ﬁ&ﬁa:&ﬂlﬂiﬂéiﬁ—malfmLlﬁliZS-‘.IlOn:]jQE_,_ll.._w_:.___.;_...
third.party companies representing the manifacturer and promoting the new products. v .-
1) unless the th

representatives may not carry on any activities which are enumerated in Sec. 5/5-1{a-

party CoInpany shall be regsistered as agents of the manufacturer under 5/5-1{a-1).
 The manufacturer and its third-party agent rnay Iun the risk of “exposing” the product for s
which practice was specifically addressed in the Fourth District Appellate Court: case of People v. Se
“selly

Specialties, Docket No.. 4-99-0976 ( 12/6/2000). which found that such “exposure” amounted 10
‘stating: ] ' :
“Although defendants did not ship the produ

ct or cash the consumer’s check, they conducted a ‘s

within the meaning of the Act. Both the infept behind the Act (seé Hassiepen v. Marcin, 24 1. App. 3d

100. 320 N.E.2d 572, 575 (1974)) and common sense diclate the finding of a sale under the Act. Altho
defendents later added the terms ‘all wines are delivered by Shermer Snecialties. which will appear or
not change the res

oredit card receints and statements’ in small print at the bottom of the forrn, this does
of the statute is sufficiently comprehensiv
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Exhibit 12



Bakdrens
nfﬂrmatmn regardmg Wme C!uh

DD NOT RENEW THIS LICENSE OR THE OTHER LICENSE DF THIS E

APPLICANT, |T.CAN QLY HDLD A DISTRIBUTOR DR A ¢
\[e] REQ‘IDENT DEALEQ NDT BOTH REFER a ESTIDN :TO ME

rs 7123003
taced on ROT Hold 12;’029003 By RAGUAY

 Univsiite

Rempved fiam ROT Hold 02/04/2004 By RAGUA"( R

londay, Aug 13, 2012 01:18 PM



Premise Address

Address 130801 WEAURELDR - ° -

5/09/06-WOD- Do not renew or accept a change of officersiownership Lokl TERG 03—"29!‘25_305
application until crass ownership issue with distribior license i resolve. .*( ; e

londay, Aug 13, 2012 01:17 PM



License tssued, |

on ST

C-212687

/G906 WOD- Do not renew or accept change of officers or ownership
pplication until cross ownership with NRD license 06-3-40490 is resolved b
egal staff,

Jaced on ROT Hold §1/2%2008 By HALE

flonday, Aug 13, 2012 01:17 PM



SubSystenis Searchi Repoits  Change Password i Inbernet Utlities  Edit

Pramise Addrass

Atlrpss 2017NMEN

(Comments: 5ingins- WD No further renewals of this license until licensee corrects cross

FOtT wnership with distriibutor license number B 2¢ 47840, See legal If a renewal
“{ or thange of ownershiprofficers is submitted. :
FPlaged on ROT Hold 06/3072006 By HALE

14200420051

08/ 362012

‘uesday, Aug 21, 2012 04:17 PM




subSysterns,

5i0%/06- WOD Do nat renew this licehse or accept a change of
! . officers/ownership application without referring the matter first to legal for
~teview and action.
‘I Placed on ROT Hold 06/30/2006 By HALE
Removed frem ROT Hold 38/22/2006 By RAGUAY

o review and act]
" Placed an ROT

uasday, Aug 21, 2012 0417 PM




STANLEYIMPORTS.. s

Pramise Addrass

- 5/08/06- WOD Do not renew this license or accept a change of
! pfficersiownership application without refering the matter firs to legal for *
i iew and action :

ad on ROT Hold DE/A02008 By HALE
e e : e

fuesday, Aug 21, 2012 04:17 PM



Exhibit 13



AFFIDAVIT OF DUSANKA MARIJAN

1. My name is Dusanka Marijan. _I make this affidavit in my professional capacity
as Licensing Administrator for the [llinois Liquor Control Commission (Commission). I
have held this position since January 1999. My duties include the supervision of
personnel that regularly take in, review and process applications for new liquor licenses,
applications for recorded changes to liquor licenses and applications for the renewal of
liquor licenses (collectively “Liquor License Applications™). As part of my duties, 1
regularly undertake the direct review of Liquor License Applications for [llinois
Distributor and Importing Distributor licenses. I additionally supervise the intake and
processing of applications for alcoholic beverage brand registrations and the concurrent
assignment of brand distribution territories (collectively “Brand Registrations”). My
duties include but are not limited to: 1) reviewing Liquor License Applications and Brand
Registrations, 2) corresponding with license applicants or their agents related to the
prqcessing of Liquor License Applications and Brand Registrations, 3) requesting
supplementary documentation related to the processing of the Liquor License
Applications and Brand Registrations, 4) maintaining a system of records for Liquor
License Applications and Brand Registrations.

2, Having reviewed the Commission License Editing Screens for SL.J Group, Inc,
d/b/a, Lionstone International, to the best of my kﬁowledge, I confirm that any comment
next to initials “jrs” in the “Note Editing Screen” is a comment by former Commission

Chief Legal Counsel John R. Stanton. In addition, to the best of my knowledge, 1

Qoo

confirm that any comment in the “Comments” screen next to initials “WOD” is a

comment by former Commission Chief Legal Counsel William O’Donaghue.



3. Having reviewed the Commission License Editing Screens for Stanley Stawski
Distributing Co, Inc., d/b/a, Stanley Stawski Distributing Co., to the best of my
knowledge, I confirm that any comment in the “Note Editing Screen” and “Comments”

screen next to initials “WOD” is a comment by former Commission Chief Legal Counsel

MMAW//M

William O’Donaghue.

Dusanka Marijan
License Admnistrator
Ilinois Liquor Control Commission

Sworn to before me this % day of September 2012

Notary Public

BEVERLY J WOMACK-HOLLOWAY
% OFFICIAL SEAL
[ Motary Public, State of lllinois
/ My Commission Expires
July 20, 2813
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