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Legislation Enacted to Address Concerns with the MillerCoors Contract

Distributors continue to retain their rights under Illinois law

SPRINGFIELD, IL - (August 25, 2009) --- Governor Patrick Quinn signed into law today a bill to
assure that the State of Illinois will continue to control the contractual relationship between a beer
distributor and a brewer.

The Associated Beer Distributors of Illinois (ABDI) initiated HB 773 to address issues raised as a result
of MillerCoors submitting a new distribution agreement (contract) to its distributors last August. The
contract raised concerns about it conflicting with the Illinois Beer Industry Fair Dealing Act (BIFDA)
and possibly impairing some rights that beer distributors currently have under the provisions of BIFDA.
Although the bill was initiated to address the problems created by one brewer, HB 773 is intended to
clarify that all brewer/distributor agreements: incorporate state law, are governed by state law, and that
state law supersedes all provisions of the agreement.

The legislation was introduced in February after attempts to resolve differences between MillerCoors
and ABDI broke down. The bill’s introduction began over three months of intense discussions which
included both MillerCoors and Anheuser Busch InBev, in an attempt to create a bill that both addressed
ABDI’s concerns and avoided the issuance of an Illinois specific agreement. ABDI is confident that the
crux of the legislation, to assure that all brewers’ agreements are governed and are controlled by State
law, remained in the legislation. All MillerCoors distributors supported the legislative effort by refusing
to execute the new contract until HB 773 became law. In Illinois, legislation cannot impair an existing
contract.

“With the signing of HB 773, ABDI and its members look forward to concentrating their efforts on the
selling and the distribution of beer,” said Bill Olson, President of ABDI. “We believe that HB 773 may
be the most comprehensive legislation passed to address the MillerCoors contract and maintaining the
rights of distributors.”

The bill amended several provisions of the BIFDA to assure Illinois beer distributors maintained their
contractual rights under Illinois law. A major provision of the bill maintains the right of an Illinois beer
distributor to approve future amendments to the contract. This addressed what is often referred to as the
unilateral amendment provision of the contract whereby, if a distributor signs the agreement, the




distributor loses the right to approve any future amendments to the contract. ABDI objected to signing
away a distributor’s right to review and approve future amendments to the contract that could have an
adverse affect on the wholesaler. This provision, for the purpose of an example, could jeopardize the
agreed amendment removing mandatory arbitration because it creates the possibility that at some time
(again, as an example) in the future, mandatory arbitration could be reincorporated into the agreement
by amendment.

HB 773 prohibits a brewer from terminating, cancelling or attempting to terminate or cancel a
wholesaler if the wholesaler “fails to agree or consent to an amendment at the time such amendment is
presented to the wholesaler.” This language prohibits brewers from including a provision in their
agreement which prevents a wholesaler from objecting to future amendments proposed by the brewer. It
permits a brewer to amend the agreement, including operating standards, if the amendment does not
“materially, substantially, and adversely affect the wholesaler and such amendment is effective as to all
wholesalers of the brewer in the State.” This would allow brewers to make technical (uniform)
amendments. During legislative debate, legislators’ clarified that it is a distributor’s right to determine if
the amendment proposed by the brewer materially, substantially, or adversely affects the distributor’s
business and gives the distributor the right to refuse to agree or consent to such amendment.

To assure that a distributor does not waive any rights provided by the BIFDA, the bill amended several
provisions of the BIFDA. The Act’s purpose clause was amended to clarify that any provision of the
Act “shall supersede any conflicting provision of the agreement.” The prohibited conduct section was
amended to make it clear that a wholesaler entering into an agreement “containing provisions in
conflict” with BIFDA “shall not be deemed to waive compliance with any provision” of BIFDA. This
language removes all ambiguities by confirming that Illinois laws prevail over all wholesaler/brewer
agreements. The prohibited conduct section was also amended to require an agreement to provide, in
substance, that the agreement shall be governed by all applicable provision of State law or the brewer
must issue an Illinois addendum stating that all applicable provisions of State law shall govern the
agreement. This last provision addresses any ambiguity created by an unfavorable interpretation on the
contracts section 13.2 often referred to as the state supremacy clause which ABDI believes is vague and
open to interpretation.

The bill also prohibits a brewer from coercing or attempting to coerce a “transferring wholesaler to sign
a renewal agreement, replacement agreement, or an amendment to an agreement by threatening to refuse
to approve or delay issuing an approval for the sale or transfer of a wholesaler’s business.” This
language prevents a brewer from coercing a wholesaler to sign a renewal agreement in order to transfer
the wholesaler’s business to a family member.

The BIFDA provides that distributors must receive exclusive territories. ABDI questioned a provision
of the contract that seemed to provide that a distributor could avoid cancellation if it surrendered part of
its assigned territory. The bill amended the BIFDA definitions of “territory” or “sales territory” to
clarify that the territory is exclusive and require that a territory may not be designated by address or
specific location. This prevents brewers from taking back part of a territory where only high volume
accounts are established.

“With the signing of HB 773 into law, distributors who choose to sign the contract after it becomes law
will have all of the provisions of HB 773 apply to the agreement,” said Bill Olson, President of ABDI.



