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EXECUTIVE DIGEST

SUMMARY

Michigan Compiled Laws (MCL) Section 436.1221 authorized the Liquor Control Commission, with the Depart-
ment of Licensing and Regulatory Affairs, to maintain a revolving fund that is to be derived from the money
deposited to the credit of the commission with the State treasurer. Under State monopoly, liquor is sold at
wholesale through a State controlled, privately operated distribution system. The Liquor Purchase Revolving
Fund accounts for the sales of and the replenishing and transportation of the liquor stock. Administrative,
warehousing, and delivery costs are paid for through this fund. The "net income" of the fund is transferred to
the General Fund in accordance with MCL Section 18.1435.

FY 2022-23 FY 2021-22 % INCREASE
REVENUE / EXPENSE ITEM
(IN MILLIONS) (IN MILLIONS) (DECREASE)
Gross Sales $1,881.2 $1,910.3 (1.5)

Licensee Discounts (319.6) (323.8) (13) ! This figure does not include
Liquor Buy-Back 0.1 0.0 N/A taxes or grants, and is com-
1 y puted after deducting all op-
Cost of Goods Sold (1,140.5) (1,155.2) (1.3) erating expenses including
Gross Revenue—Liquor $421.2 $431.3 (2.3) the General Fund portion of

Licensing and Enforcement
Operating Expenses (127.2) (112.3) 13.3 expenses. Income Transferred
to the General Fund from the

Miscellaneous Revenue 8.0 1.1 6273 Liquor Purchase Revolving

Income from Operations ! $302.0 $320.1 (.7) Fund is $309.0 million.

Specific Liquor Taxes 225.5 229.0 (1.5)

Other Revenue Collected 78.7 77.0 2.2

Total Net Revenue $606.2 $626.1 (3.2)

e - OTHER MERCHANDISING STATISTICS ¢ :
W ren HrT S T

8 Number of Average Case Items Available Number of Average Price
§ Cases Sold Price (Brands & Sizes) Bottles Sold Per Bottle
10,508,503 $179.02 12,498 173,441,206 $10.85
3% 10,739,146 $177.89 11,009 172,413,006 $11.08

N &

2 215% ¢  0.64%F  1B53%R 060%f 207%y

APPARENT CONSUMPTION STATISTICS

Distilled Spirits Mixed Spirit Drink Wine (21% Alcohol or Less) Beer
FY 2022-23 (L#s/ FY2022:23 FY 2022-23 FY 2022-23
21,371,747 Gallons 1 6,258,036 Gallons 24,195,798 Gallons  J= 168,433,273 Gallons
2.13 Gal. Per Capita 0.62 Gal. Per Capita ' 2.41 Gal. Per Capita ‘ 16.78 Gal. Per Capita

] Fy2021-22 2 Fyzo2122 FY 202122 | |Fr2o2122

——" 21,805,585 Gallons 3,877,604 Gallons —4 25,975,040 Gallons L] 178,316,347 Gallons

2.17 Gal. Per Capita 0.39 Gal. Per Capita 2.59 Gal. Per Capita 17.77 Gal. Per Capita
22 o5 M’Cﬁ/,o Per capita consumption based on estimated Michigan population as shown on page 8.
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THE MLCC

Michigan is one of 17 “control states” as related to the alcohol beverage industry. “Control State” means that
state government is responsible for the sale and distribution of certain alcohol beverages as opposed to a li-
cense state where wholesale and retail sales of distilled spirits are mandated by private sellers.

Control states receive the markup revenues that would have otherwise been received by private sellers. They
can use this revenue for state expenditures. Control states account for approximately one-third of the U. S.
population.

Hi
18 Control Jurisdictions
Alabama Idaho Iowa Maine Michigan Mississippi
Montana New Hampshire North Carolina Ohio Oregon Pennsylvania
Utah Vermont Virginia West Virginia Wyoming Montgomery Co., MD

Michigan is the wholesaler of liquor in the state by law. It uses private Authorized Distribution Agents to car-
ry out liquor distribution functions on its behalf.

The MLCC is administered by five commissioners, appointed by the governor with the advice and consent of
the Michigan Senate to four-year, rotating terms. The Chair of the Commission is selected by the Governor.
Of the five members, no more than three can be of the same political party.

Two of the Commissioners (one Democrat and one Republican) serve as Hearing Commissioners and conduct
hearings on violations of the Liquor Control Code and Administrative Rules of the Commission.

The remaining three Commissioners are designated as the Administrative Commissioners and are responsible
for decisions and interpretation of the Liquor Control Code and Administrative Rules in the areas of licensing,
enforcement, purchasing, merchandising and distribution. They also serve as an appeal board for decisions of
the Hearing Commissioners and hear licensing appeals.
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THE MLCC

..ALL LICENSEES IN THIS STATE SHALL BE SEPARATED INTO 3 DISTINCT AND INDEPENDENT TIERS....
MCL 436.1603(12) — MICHIGAN LIQUOR CONTROL CODE OF 1998

Prior to Prohibition, “tied house” arrangements where large and often out-of-state manufacturers controlled
the production, distribution, and, to a certain extent, the retail sales of beer, wine, and spirits were prevalent
throughout the United States. Under a tied house arrangement, a manufacturer would induce local bar or sa-
loon owners to sell the manufacturer’s products exclusively in their establishments through various incen-
tives ranging from paying for food for patrons and providing free barware to more grandiose measures like
remodeling a building or even building one from the ground up for the proprietor.

After the end of Prohibition, many states and the federal government implemented laws creating distinct tiers
of alcohol licensees along with prohibiting tied house arrangements. This effort was focused on ensuring that
one tier of licensees did not control all parts of the alcohol sales process - manufacturing, distributing, and
selling to the consumers. By creating three distinct tiers — retailers, wholesalers, and suppliers
(manufacturers) — and banning a company in one tier from owning interest or aiding someone in another tier,
the states aimed to eliminate the problems originating from tied house arrangements.

Both federal law and the Michigan Liquor Control Code prohibit a company licensed in one tier from holding
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