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OVERVIEW OF ALCOHOL BEVERAGES REGULATIONS

Wisconsin’s system for regulating the alcohol beverages industry is commonly referred to as the
“three-tier system.” The three tiers, or categories, of regulated entities are: (1) manufacturers;
(2) wholesalers (or distributors); and (3) retailers. Unless a specific exception applies, all sales of
alcohol beverages must occur through the three-tier system, from manufacturers to wholesalers
to retailers to consumers. Chapter 125, Stats., Wisconsin’s Alcohol Beverages Chapter, sets forth
the state’s system of regulating these three tiers.

There are also three main types of alcohol beverages: (1) fermented malt beverages (beer); (2)
distilled spirits; and (3) wine. In Wisconsin, both distilled spirits and wine are regulated as
intoxicating liquors (liquor). The requirements placed upon manufacturers, wholesalers, and
retailers vary depending upon what type of alcohol beverage is involved.

This information memorandum is intended to provide general information on Wisconsin’s
three-tier system of regulating the manufacture, distribution, and sale of alcohol beverages. It is
not a complete description of such regulations, nor is it an exhaustive discussion of every
regulation included in the Alcohol Beverages Chapter.

OVERVIEW OF THE THREE-TIER SYSTEM

After the repeal of Prohibition by the ratification of the

The three-tiers ofthe alcohol Twenty-First Amendment, states were tasked with
beverages industry are: (1) regulating the alcohol beverages industry. In an effort to
manufacturers; (2) wholesalers prevent the negative effects of alcohol, John D.

(ordistributors);and (3) retailers. | R ockefeller, Jr. commissioned a study, commonly referred

to asthe “Rockefeller Study,”* to evaluate how states could
best regulate the alcohol industry. The study concluded
that state regulatory structures should not stimulate the demand for alcohol, but instead, meet
the normal demand. Reasons for doing so included guarding against problems like bootlegging
and tied-houses that were common before Prohibition while also protecting consumers from
exploitation. This study became the basis for states’ regulatory tiered structures for regulating
alcohol beverages, including Wisconsin’s three-tier system.

In Wisconsin, the Legislature has articulated its intent to regulate alcohol beverages though a
three-tier regulatory system, as well as policy reasons for doing so, in the statutes:

[The Alcohol Beverages Chapter] shall be construed as an enactment of the
legislature’s support for the 3-tier system for alcohol beverages production,
distribution, and sale that, through uniform statewide regulation, provides this
state regulatory authority over the production, storage, distribution,
transportation, sale, and consumption of alcohol beverages by and to its citizens,

t Raymond B. Fosdick and Albert L. Scott, Toward Liquor Control (Center for Alcohol Policy, 2011).



https://docs.legis.wisconsin.gov/statutes/statutes/125
https://www.centerforalcoholpolicy.org/
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for the benefit of the public health and welfare and this state’s economic stability.
Without the 3-tier system, the effective statewide regulation and collection of state
taxes on alcohol beverages sales would be seriously jeopardized. It is further the
intent of the legislature that without a specific statutory exception, all sales of
alcohol beverages shall occur through the 3-tier system, from manufacturers to
wholesalers holding a permit to retailers to consumers. Face-to-face retail sales at
licensed premises directly advance the state’s interest in preventing alcohol sales
to underage or intoxicated persons and the state’s interest in efficient and effective
collection of tax. [s. 125.01, Stats.]

Unless a specific exception applies, a person must obtain the

applicable permit or license in order to manufacture, The penalty for manufacturing,

distribute, or retail sell alcohol beverages. Itis a crime to distributing,or retail selling

engage in one of these three activities without the alcoholbeverages without the

appropriate permit or license. appropriate license or permitis a
fine of not more than $10,000,

Under a strict three-tier system, consumers would buy imprisonmentofnot more than

alcohol only from a retailer. A manufacturer would only nine months, or both (an

manufacture alcohol beverages and would have no authority | unclassified misdemeanor).

to distribute or sell alcohol at the retail level to consumers. [s.125.04(13). Stats. |

While the three-tier system is the general rule in Wisconsin,

there are many exceptions provided by statute.

FEDERAL, STATE, AND LOCAL ALCOHOL BEVERAGES REGULATORY
AUTHORITIES

The production, distribution, and sale of alcohol beverages are highly regulated activates. In
Wisconsin, manufacturers and wholesalers are generally regulated under both federal and state
law and retailers are generally regulated by state and local laws.

Federal Administration and Enforcement

The Federal Alcohol Administration Act, the Alcohol Beverages Labeling Act, and the Internal
Revenue Code, 26 U.S.C. ch. 51, impose specific regulations upon the manufacture and
distribution of alcohol. The Alcohol and Tobacco Tax and Trade Bureau (TTB), a bureau within
the U.S. Department of Treasury, is responsible for administering and enforcing these federal
laws. For example, a manufacturer, importer, or wholesaler of alcohol beverages must obtain a
permit from TTB in order to engage in business in the United States. Another example is that
TTB must approve labels used on alcohol beverages products. TTB ensures that manufacturers
of both beer and liquor are properly bonded and pay federal taxes in compliance with federal tax
laws. Also in Wisconsin, TTB enforces federal advertising laws placed upon manufacturers and
wholesalers of liquor, which do not apply to beer manufacturers and wholesalers.

Federal law also requires all alcohol beverages
For more information onthe U.S. FDA’s manufacturers and wholesalers (including
regulation onfood safety: foreign producers importing alcohol beverages
https://www.fda.gov/Food/GuidanceRegulation into the United States) to .re.gISteI.‘ with the
/GuidanceDocumentsRegulatoryInformation/de U.S. Food and Drug AM1mStratlon, (FDA).
fault.htm#2018. Any person engaged in manufacturing,
processing, packing, or holding food for
consumption in the United States must



https://docs.legis.wisconsin.gov/statutes/statutes/125/i/01
https://docs.legis.wisconsin.gov/statutes/statutes/125/i/04/13
https://www.fda.gov/Food/GuidanceRegulation/GuidanceDocumentsRegulatoryInformation/default.htm#2018
https://www.fda.gov/Food/GuidanceRegulation/GuidanceDocumentsRegulatoryInformation/default.htm#2018
https://www.fda.gov/Food/GuidanceRegulation/GuidanceDocumentsRegulatoryInformation/default.htm#2018
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register with the FDA. This is because the definition of “food” is broadly defined to include
“articles for drinking.” [21 U.S.C. s. 350d (a) (1) and (b).]

State Administration and Enforcement

The Department of Revenue (DOR) is the agency
responsible for enforcing the Alcohol Beverages Chapter
https://www.revenue.wi.gov/Pages/ and ch. 139, Stats., the Alcohol Beverages Tax Chapter,
AlcoholBeverage/home.aspx. and it has the authority to promulgate rules consistent
with these laws. [s. 125.03, Stats.] DOR also issues
permits to manufacture and distribute alcohol beverages. Examples of permits include brewers
permits, brewpub permits, winery permits, liquor manufacturer or rectifier permits, fermented
malt beverages (“beer”) wholesaler permits, intoxicating liquor (distilled spirits and wine, or
“liquor”) wholesaler permits, and small winery cooperative wholesalers’ permits.

DOR’s alcoholbeverages website is:

With respect to retailers, the authority to retail sell alcohol beverages is primarily authorized at
the local level through the issuance of retail licenses by municipalities. However, DOR is
authorized to issue permits to retail sell alcohol beverages under specific instances where it is
expressly authorized by the statutes to do so. State law also places specific requirements upon
DOR to assist in the licensure of alcohol beverages retailers. For example, DOR must create the
retail licenses application and renewal forms used by municipalities as well as a concise, easy-to-
read booklet explaining the statutes and rules relating to the retail sale of alcohol beverages.
DOR also maintains a list of retail licensees located throughout the state, as municipalities are
statutorily required to annually mail DOR a list of persons to whom they issued a retail license,
including the name, address, trade name, type of license, and if the person is a corporation or
LLC, the name of the appointed agent. [ss. 125.04 (3) (a) and (b). (4), 125.045, 125.27, and
125.51 (5), Stats. ]

Alcohol beverages manufacturers, as well as many retailers, , -

are also subjectgto the Food Safety code, which is anorced by DATCP's food safety website is:

the Department of Agriculture, Trade, and Consumer https://datep.wi.gov/Pages/ Programs
Protection (DATCP). Manufacturers must hold the proper Services/FoodAndRecSafety.aspx.
food processing permit. For example, manufacturers must

hold the proper food processing permit from DATCP.
Another example is that if manufacturers and retailers sell food, such as ice, milk, or meat that
must be refrigerated, they will need to comply with DATCP rules and regulations related to retail
food establishments and hold the applicable retail food establishment license. [See, ss. 97.12,
97.29, 97.30, 97.33, and 100.33 (2), Stats.]

Local Administration and Enforcement

Cities, villages, and towns (municipalities) are authorized under state law to issue licenses to
retail sell alcohol beverages. This includes the authority to revoke, suspend, or refuse to renew a
retail license. Municipalities also have the authority to issue operator’s (bartender’s) licenses
and manager’s licenses. In limited circumstances, counties may authorize the sale of alcohol
beverages, such as the authority to authorize the sale of beer in a county park. The statutes
provide immunity to municipalities and counties (and other local units of government, such as
school districts and technical college districts) and their officers and employees, for any of the
following: (1)issuing a license to sell alcohol beverages; (2) allowing the licensee or permittee to
sell, dispense, or give away alcohol beverages on property owned or leased by the municipality;
or (3) failing to monitor or supervise the activities of the licensee or permittee. [ss. 125.25,
125.26, and 125.51, Stats.]



https://www.law.cornell.edu/uscode/text/21/350d
https://docs.legis.wisconsin.gov/statutes/statutes/139
https://docs.legis.wisconsin.gov/statutes/statutes/125/i/03
https://docs.legis.wisconsin.gov/statutes/statutes/125/i/04/13
https://docs.legis.wisconsin.gov/statutes/statutes/125/i/045
https://docs.legis.wisconsin.gov/statutes/statutes/125/ii/27
https://docs.legis.wisconsin.gov/statutes/statutes/125/iii/51/5/a
https://docs.legis.wisconsin.gov/statutes/statutes/97/ii/12
https://docs.legis.wisconsin.gov/statutes/statutes/97/ii/29
https://docs.legis.wisconsin.gov/statutes/statutes/97/ii/30
https://docs.legis.wisconsin.gov/statutes/statutes/97/ii/33
https://docs.legis.wisconsin.gov/1999/statutes/statutes/100/33/2
https://docs.legis.wisconsin.gov/statutes/statutes/125/ii/25
https://docs.legis.wisconsin.gov/statutes/statutes/125/ii/26
https://docs.legis.wisconsin.gov/statutes/statutes/125/iii/51
https://www.revenue.wi.gov/Pages/AlcoholBeverage/home.aspx
https://www.revenue.wi.gov/Pages/AlcoholBeverage/home.aspx
https://datcp.wi.gov/Pages/Programs_Services/FoodAndRecSafety.aspx
https://datcp.wi.gov/Pages/Programs_Services/FoodAndRecSafety.aspx
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Municipalities may enact regulations incorporating any part of the Alcohol Beverages Chapter
and prescribe additional regulations of the sale of alcohol beverages that are not in conflict with
the Alcohol Beverages Chapter. The municipality may also prescribe forfeitures or license
suspension or revocation for violations of its regulations that have been adopted by ordinance.
[s.125.10 (1), Stats.]

MANUFACTURERS
In general, a person must obtain the applicable permit
In Wisconsin, beer manufacturers from DOR in order to manufacture alcohol beverages.
include breweries and brewpubs; Exceptions include making beer or wine at home or at

liquor manufacturers includewineries | @ supply store, when done so in compliance with the

and intoxicating liquor manufacturers | Alcohol Beverages Chapter.
orrectifiers.

There are a number of different manufacturing permits
issued by DOR. The most common permits issued to
manufacture beer are brewery permits and brewpub permits. The most common permits issued
to manufacture liquor are winery permits, intoxicating liquor manufacturer permits, and
rectifier permits. Other manufacturing permits include manufacturing permits for making
industrial beer, medicinal alcohol, industrial alcohol, and industrial wine.

Brewers
A brewer’s permit authorizes the manufacturing of beer.
While there is no statutory This includes activities such as bottling, packaging,
definition ofa “craft brewer,” in possessing, and storing beer on the brewer’s permitted
Wisconsin, this term generally premises. The brewer’s permit also authorizes a brewer to
refers to abrewer that engage in certain retail activities, where the brewer may
glanulfac?éres 30 O’O(io 05 fewer retail sell alcohol beverages directly to consumers. For
arrelsotbeermacalendaryear. example, the brewer’s permit authorizes a brewer to sell
its own beer and other brewers’ beer directly to consumers

at the brewery’s premises or the brewer’s off-site retail
outlet. A brewer may act as a retailer directly under its brewer’s permit (without obtaining a
retail license) and sell beer for consumption either at the brewery or retail outlet (on-premises
consumption), or away from the brewery or retail outlet (off-premises consumption.)

A brewer may act as a beer retailer by owning, maintaining, or operating a place that sells beer
at the State Fair Park or on any county fairgrounds located in Wisconsin. Brewers may also
provide free taste samples as provided by statute on the brewery’s premises, its off-site retail
outlet, or at a Class “A” beer retail premises with the authorization of the Class “A” beer retail
license holder.

State law specifies when a brewer may act as a wholesaler directly under its brewer’s permit and
self-distribute its own beer. For example, a brewer that manufactures 300,000 or fewer barrels
of beer in a calendar year may self-distribute its own beer. Brewers that meet this qualification
for self-distribution are often referred to as “craft brewers.” [s. 125.29, Stats.]



https://docs.legis.wisconsin.gov/statutes/statutes/125/i/10
https://docs.legis.wisconsin.gov/statutes/statutes/125/ii/29

Brewpubs

A brewpub permitis designed for a
person who brews no more than
10,000barrels ofbeerin a calendar

yearifthereisa restaurant onthe
brewpub’s premises.

Very generally, a brewpub permit is designed for a person
who brews not more than 10,000 barrels of beer in a
calendar year if there is a restaurant on the brewpub’s
premises. A brewpub may have up to six locations and
each location must have a separate permit. A brewpub
with more than one location is referred to as a “brewpub
group” A brewpub permit authorizes the brewpub to
manufacture not more than 10,000 barrels of beer in a

calendar year, as long as the entire manufacturing process occurs on the brewpub’s premises.

In order to obtain a brewpub permit, a person must also hold a Class “B” beer retail license for
the restaurant. The brewpub must retail sell its own beer, as well as beer manufactured by at
least one other brewer at the brewpub’s restaurant. It may also hold either a “Class B” liquor
retail license or a “Class C” wine-only retail license. A brewpub also has the express authority to
sell its beer in refillable containers that exceed 24 ounces in volume, or “growlers,” at the

brewpub.

The statutes specify when a brewpub may also act as a beer wholesaler and self-distribute its
own beer directly under its brewpub permit. For example, a brewpub may self-distribute its own
beer in original unopened packages or containers that have been manufactured on the
brewpub’s premises or on other brewpub premises of the brewpub. However, a brewpub is
limited to self-distributing at wholesale not more than 1,000 barrels of its own beer in a

calendar year. [s. 125.295, Stats.]

Wineries

The statutes specify that a winery
may be issued either one“Class A”
liquor retail licenseor one “Class
B” liquor retail license for the
winery premises or otherreal
estate owned orleased by the
winery.

A winery permit authorizes a person to manufacture and
bottle wine on the premises covered by the permit for sale
to intoxicating liquor wholesalers. This includes the
authority to possess and mix or blend liquor to produce
wine.

The statutes authorize a winery to engage in certain retail
activities. For example, the statutes expressly authorize a
winery to sell wine at one location if it also obtains a
liquor retail license to do so. The statutes specify that a

winery may be issued either one “Class A” liquor retail license or one “Class B” liquor retail
license for the winery premises or other real estate owned or leased by the winery. However, in
order to obtain a “Class B” liquor retail license, a winery must be capable of producing at least
5,000 gallons of wine per year in no more than two locations. A “Class B” liquor retail license
issued to a winery is not counted under a municipality’s liquor license quota and only authorizes

the retail sale of wine.

A winery may also make retail sales and provide taste samples as provided by law on county or
district fairgrounds, but this wine sold or provided as taste samples must be purchased from an
intoxicating liquor wholesaler. [ss. 125.51 (1) (a), (3) (am), and 125.53, Stats.]

State law also authorizes a winery to act as both a wholesaler and a retailer by shipping its own
wine as provided by a direct wine shipper’s permit. Under this permit, the winery may directly
ship wine that it manufactured or bottled directly to a person who is 21 years of age or older,
who acknowledges receipt of the wine shipped, and who is not intoxicated at the time of


https://docs.legis.wisconsin.gov/statutes/statutes/125/ii/295
https://docs.legis.wisconsin.gov/statutes/statutes/125/iii/51
https://docs.legis.wisconsin.gov/statutes/statutes/125/iii/53
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delivery. Direct wine shippers permits may be issued to wineries located in other states, as well
as to Wisconsin manufacturers or rectifiers that make and bottle wine. [See, s. 125.535, Stats. ]

Manufacturers and Rectifiers

DOR issues manufacturers and rectifiers permits, which authorize the manufacture or
rectification of liquor on the premises covered by the permit. As previously mentioned in the
beginning of this information memorandum, in Wisconsin, liquor includes both distilled spirits
and wine. A manufacturer ferments, manufactures, or distills liquor. A rectifier may rectify,
purify, or refine distilled spirits or wine or may blend liquor. A person holding a manufacturer’s
or rectifier’s permit does not need to obtain a winery permit to manufacture and bottle wine if
the wine is made pursuant to the terms of the permit. DOR may also issue a combination
manufacturer’s and rectifier’s permit. [ss. 125.02 (10) and (16), and 125.55 (1), Stats.]

A person who holds a manufacturer’s or rectifier’s permit, or combination thereof, may sell
liquor to liquor wholesalers, wineries, and other manufacturers and rectifiers from the premises
described in the permit.

The statutes also specify when a person holding a manufacturer’s or rectifier’s permit, or a
combination thereof, may act as a retailer. For example, a person holding one of these permits
mavy sell liquor that is manufactured or rectified on its premises for consumption on or off the
premises. A manufacturer or rectifier may also provide free taste samples of liquor that it
produced for consumption on the premises as provided by law. Also, a manufacturer or rectifier
may obtain a direct wine shippers’ permit to ship wine it produces and bottles directly to a
person who is 21 years of age or older, who acknowledges receipt of the wine shipped, and who
is not intoxicated at the time of delivery. [ss. 125.52 and 125.535, Stats.]

WHOLESALERS

As previously discussed, alcohol beverages generally must pass through a wholesaler for
distribution before a retailer may sell them to a consumer. Alcohol beverages distributed by a
wholesaler must have been purchased from either a manufacturer, another wholesaler, or an
exclusive agent for the manufacturer (e.g., an out-of-state shipper). There are separate permits
for beer wholesalers and liquor wholesalers. Under certain circumstances, wine may also be
distributed by a small winery cooperative wholesaler that holds a liquor wholesaler permit.
Wholesaler permits are issued by DOR.

Beer Wholesalers

A beer wholesaler’s permit authorizes a person to sell and deliver beer in original packages or
containers to licensed or permitted beer retailers or other permitted beer wholesalers. State law
prohibits a liquor wholesaler from acting like a manufacturer by bottling, packaging, or
repackaging liquor. An intoxicating liquor wholesaler is also prohibited from acting like a
retailer by selling liquor for consumption on its premises.

The statutes set forth various requirements to ensure that a wholesaler is a bona fide beer
wholesaler. One of the various requirements placed upon a beer wholesaler is that the premises
described in the wholesaler’s permit must have a warehouse on it that is covered by a separate
warehouse permit. Also, any beer sold by the beer wholesaler must generally be unloaded and
physically at rest at a warehouse that is covered by both a beer wholesaler’s permit and a


https://docs.legis.wisconsin.gov/statutes/statutes/125/iii/535
https://docs.legis.wisconsin.gov/statutes/statutes/125/i/02
https://docs.legis.wisconsin.gov/statutes/statutes/125/iii/55
https://docs.legis.wisconsin.gov/statutes/statutes/125/iii/52
https://docs.legis.wisconsin.gov/statutes/statutes/125/iii/535
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warehouse permit prior to being delivered to a retailer or another beer wholesaler.2 In addition,
to ensure that the wholesaler is a bona fide beer wholesaler, a beer wholesaler must annually sell
and deliver beer to at least 25 retail licensees or other beer wholesalers that do not have any
direct or indirect interest in each other or in the wholesaler.

Another requirement relates to a beer wholesaler’s sales territory. A beer wholesaler must be the
exclusive distributor of a brand in a designated sales territory. The beer wholesaler must enter
into a written distribution agreement with the brewer, brewpub, or out-of-state shipper who is
supplying the brand of beer that: (1) grants distribution rights to the wholesaler; and (2)
identifies the designated sales territory for which the distribution rights are granted, including
the precise geographical area comprising the sales territory. The designated sales area may be
the whole state. The distribution agreement may not grant distribution rights in a designated
sales area to more than one beer wholesaler.

There is no limit to the number of beer wholesaler permits that may be issued to a person. [ss.
125.19, 125.28, 125.34, Stats.]

Liquor Wholesalers

A person holding a liquor wholesaler’s permit may sell and deliver liquor from its premises to
retailers that are licensed to sell liquor and other liquor wholesalers, as well as to liquor
manufacturers, rectifiers, and wineries for production purposes. Similar to the beer wholesalers,
state law prohibits a liquor wholesaler from acting like a manufacturer by bottling, packaging, or
repackaging liquor, or from acting like a retailer by selling liquor for consumption on its
premises.

Similar to beer wholesalers, there are various requirements placed upon a liquor wholesaler to
ensure that the wholesaler is a bona fide liquor wholesaler. For example, any liquor sold by the
liquor wholesaler must be unloaded and physically at rest at a warehouse that is covered by both
a liquor wholesaler’s permit and a warehouse permit prior to being delivered to a retailer or
another liquor wholesaler. State law also specifies the minimum number of retailers or other
liquor wholesaler to whom the liquor wholesaler must distribute liquor. While beer wholesalers
must annually sell and deliver to at least 25 beer retailers or other beer wholesalers that do not
have any direct or indirect interest in each other or in the wholesaler, to be considered a bona
fide wholesaler, a liquor wholesaler must annually sell and deliver liquor to at least 10 retailers
that do not have any direct or indirect interest in each other or in the wholesaler.

Related to sales territory, a liquor wholesaler must file a
written statement with DOR that it is a distributor of a
sell and deliver intoxicating liquor particular bra}nd of liquor in the state, or an area of the

to at least 10 retailers that do not state. The written statement must also specify that that
have any direct orindirect interest the distribution sales of that brand by the wholesaler and

Aliquor wholesaler must annually

in each other or in the wholesaler anyone purchasing from the wholesaler, will be limited to
and may hold not more than two the area specified in the statement. Liquor wholesalers
liquor wholesaler permits. are not required to have exclusive sales territories like a

beer wholesaler. Rather, liquor wholesalers must report
to DOR their sales, and the location of these sales.

2 The exception to this requirement is for a Minnesotabeer wholesaler who maintains a warehouse in
Minnesota and not in Wisconsin, andis required to firstunload beerandleaveit physically atrest at its
Minnesota warehouse. [ss.125.28 (1) (b)and 125.34 (2), Stats.]



https://docs.legis.wisconsin.gov/statutes/statutes/125/i/19
https://docs.legis.wisconsin.gov/statutes/statutes/125/i/19
https://docs.legis.wisconsin.gov/statutes/statutes/125/ii/28/
https://docs.legis.wisconsin.gov/statutes/statutes/125/ii/34
https://docs.legis.wisconsin.gov/statutes/statutes/125/ii/28/1/b
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There are other ways that liquor wholesalers differ from beer wholesalers. For example, a liquor
wholesaler may not hold more than two liquor wholesaler permits; there is no limit on the
number of wholesaler permits that a beer wholesaler may hold. Another example is that a liquor
wholesalers’ permit does not authorize the sale of liquor. Any liquor wholesaler employee who
solicits liquor sales for future distribution of the liquor must hold a separate liquor wholesaler
salesperson permit to do so. [ss. 125.54 and 125.65, Stats.; and s. Tax 8.63 (1) and (1m), Wis.
Adm. Code.]

Small Winery Cooperative Wholesalers

Between October 1, 2008, and December 1, 2008, DOR was authorized to issue liquor
wholesalers’ permits to no more than six small winery cooperative wholesalers. Two small
winery cooperatives applied for and were granted wholesalers’ permits during this time, and
currently exist today. A “small winery” is a winery that produces and bottles less than 25,000
gallons of wine in a calendar year. A small winery may become part of a small winery
cooperative wholesaler if it holds a direct wine shipper’s permit and is certified by DOR as a
small winery. Very generally, a small winery cooperative wholesaler may purchase wine on
consignment from its small winery members and distribute it to liquor retailers and other liquor
wholesalers. [s. 125.545, Stats.]

RETAILERS

Retail licenses authorize a person to sell alcohol beverages to consumers (someone other than a
manufacturer, wholesaler, or retailer of alcohol beverages). Retail licenses are issued by
municipalities (cities, villages, and towns). In limited circumstances, DOR generally may issue a
permit authorizing the retail sale of beer or liquor. Retail licenses (or permits, if issued by DOR)
are issued for a specific geographic area that is described in the retail application, referred to as
the “licensed premises,” or “permitted premises” if issued by DOR. Retail sales must generally
occur face-to-face on the licensed or permitted premises.

There are numerous types of alcohol beverages retail licenses that vary by both of the following;:
(1) the kind of alcohol beverage that may be sold under the license; and (2) where the alcohol
may be consumed. Separate retail licenses are needed to sell beer and liquor (spirits and wine).

Retailers are subject to numerous requirements under the Alcohol Beverages Chapter, including
requirements relating to hours of operation and selling alcohol beverages to underage or
intoxicated persons. The section below does not address every restriction applicable to alcohol
beverages retailers. Various Fact Sheets, answers to common questions, and more thorough
discussions for retailers may be found in two publications prepared by DOR: (1) Publication
202: Wisconsin Alcohol Beverage and Tobacco Laws for Retailers; and (2) Publication 309:
Retail Alcohol Beverage Licensing Information.

Class “A” and Class “B” Beer Retail Licenses

A Class “A” beer retail license authorizes the sale of beer for consumption off the premises
where sold (“off-premises” consumption), and in the original sealed package, container, or
bottle. Class “A” beer retailers may also provide to persons who have attained the legal drinking
age (21 years of age) not more than two free taste samples of beer per day that do not exceed
three fluid ounces each between 11:00 a.m. and 7:00 p.m. A Class “A” beer retail license is most
commonly used by a package store or grocery store, given that the beer may be consumed only
off the licensed premises. [s. 125.25, Stats.]



https://docs.legis.wisconsin.gov/statutes/statutes/125/iii/54
https://docs.legis.wisconsin.gov/statutes/statutes/125/iii/65
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A Class “B” beer retail license authorizes the sale of beer for either consumption on the
premises where sold (“on-premises consumption”) or off-premises consumption. A Class “B”
beer retail license is most commonly used by a bar, tavern, or restaurant. Current law is also
interpreted by DOR to authorize the filling of growlers at a customer’s request and while the
customer is waiting under this license. [s. 125.26, Stats.]

“Class A” and “Class B” Liquor Retail Licenses

A “Class A” liquor retail license authorizes the sale of liquor for off-premises consumption
and in original packages and containers. A “Class A” liquor retail license holder may also provide
to persons 21 years of age not more than two free taste samples of wine per day that do not
exceed three fluid ounces each, and may provide not more than one free taste sample of distilled
spirits per day that does not exceed 0.5 fluid ounce. The taste samples may be provided between
the hoursof 11:00 a.m. and 7:00 p.m. [ss. 125.06 (13) and 125.51 (2), Stats.]

Municipalities may also issue a “Class A” cider-only retail license, which only authorizes the sale
of cider. In order to obtain this type of license, the applicant must first have been issued a Class
“A” beer retail license. Also, a person holding a “Class A” cider-only retail license may provide
taste samples only of cider. Cider is regulated as a type of wine, therefore a “Class A” cider-only
retail licensee must comply with the taste sample requirements applicable to wine. [s. 125.51 (2)

(e), Stats.]

A “Class B” liquor retail license authorizes the sale of liquor for on-premises consumption
by the glass and not in the original package or container. Wine may also be sold in any quantity
for off-premise consumption in the original package or container. In addition, a municipality
may enact an ordinance authorizing “Class B” liquor retail licensees to do either of the following:
(1) sell liquor to be consumed by the glass only for on-premises consumption; or (2) sell distilled
spirits in the original package or container, in multiples not to exceed four liters at any one time,
for off-premises consumption.

A “Class B” liquor retail license issued to a winery only authorizes the sale of wine. Under the
license, the winery may sell the wine for on-premises consumption either by the glass or in
opened containers. The winery may also sell the wine in the original, sealed package or
container for off-premises consum ption.

Among the various requirements applicable to “Class B” liquor retail licenses, an applicant for a
“Class B” liquor retail license must first have been issued a Class “B” beer retail license. This
requirement does not apply to a temporary “Class B” liquor retail license discussed below. As
discussed below, state law also places a quota on the number of “Class B” liquor retail licenses
that a municipality may issue. [s. 125.51 (3) and (4), Stats.]

“Class C” Wine-Only Retail Licenses

A “Class C” wine-only license authorizes the sale of wine by the glass or in an opened original
container for consumption on the premises where sold. This type of license may be issued only
to a restaurant where the sale of alcohol beverages accounts for less than 50 percent of gross
receipts and, if the licensee has a barroom, the licensee does not sell distilled spirits in the
barroom. [s. 125.51 (3m), Stats.]

Temporary Beer and Wine Retail Licenses

Temporary retail licenses, commonly referred to as “picnic licenses,” may be issued only to bona
fide clubs and chambers of commerce, to county or local fair associations or agricultural
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societies, churches, lodges, or societies that have been in existence for at least six months before
the date of application, and to posts of veterans organizations. Temporary licenses may be
issued to either authorize the organization to sell beer or wine at a picnic or similar gathering, at
a meeting of the post, or during a fair conducted by the fair association or agricultural society.
Temporary licenses may also be issued for “beer walks” and “wine walks.” [ss. 125.26 (6) and
125.51 (10), Stats.] There are a number of restrictions placed upon temporary licenses, which are
described in the application form for temporary licenses, prepared by DOR.

Quota for “Class B” Liquor Retail Licenses

State law restricts the number of “Class B” liquor retail licenses that a municipality may issue
through a system commonly referred to as the “quota system.” The quota system limits only the
number of “Class B” liquor retail licenses that a municipality may issue. I't does not apply to the
number of any other type of retail license that may be issued. A “Class B” liquor retail license
issued to a winery is not subject to the quota.

Very generally, a municipality’s quota is based upon the sum of the following: (1) the number of
“Class B” liquor retail licenses granted or issued in good faith by the municipality and in force on
December 1, 1997; and (2) the number of additional reserve “Class B” liquor retail licenses
issued after December 1,1997. [s.125.51 (4) (b), Stats.]

A municipality’s number of reserve “Class B” liquor licenses is the number of “Class B” liquor
retail licenses first issued after December 1, 1997. An applicant for a reserve “Class B” license
must pay a $10,000 initial license fee to the municipality; this initial license fee does not apply
to non-reserve “Class B” licenses. The number of reserve licenses available to a municipality
increases by one every time the municipality’s population increases by 500, as determined by
the Department of Administration for purposes of revenue sharing. A municipality’s number of
reserve “Class B” liquor licenses may also increase through annexation or if a neighboring
municipality that is either contiguous to, or within a two-mile radius of, transfers a reserve
“Class B” liquor license to the municipality. This transfer process also has the effect of
decreasing the number of reserve “Class B” liquor licenses available to the transferring
municipality. Not more than three unused reserve “Class B” liquor licenses may be transferred
through this process. [s. 125.51 (4) (bm) to (g), Stats.]

There are a number of specific exceptions that allow a municipality to grant or issue a “Class B”
liquor retail license outside of the quota system. Some of these exceptions are considered
“above-quota,” because the exceptions allow a municipality to grant or issue a “Class B” liquor
retail license only after the municipality has granted or issued a number of licenses equal to or in
excess of its quota. Other exceptions to the quota allow a municipality to grant or issue a “Class
B” liquor retail license regardless of whether the municipality is at or exceeding its quota. [s.
125.51 (4) (u) to (x), Stats.]

SELECT RESTRICTIONS ON RELATIONSHIPS BETWEEN
MANUFACTURERS, WHOLESALERS, AND RETAILERS

The Alcohol Beverages Chapter maintains a three-tier system through numerous regulations
that specify or restrict how manufacturers, wholesalers, and retailers may interact with one
another. This section discusses some examples of these regulations.
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Statelaw provides examples of
what constitutes amanufacturer or
wholesalerhaving direct or indirect
interestin aretail establishment.
Section Tax 8.87, Wis. Adm. Code,
providesalist ofexamples of what
constitutes a manufacturer or
wholesalerhaving adirector
indirectinterestin aretail
establishment.
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One way that Wisconsin’s Alcohol Beverages Chapter
maintains a three-tier system is through various
restrictions that are placed upon the relationships
between a manufacturer, wholesaler, and retailer. One
restriction involves whether a manufacturer or wholesaler
may hold a license to retail sell beer or liquor, or have a
direct or indirect interest in a retail establishment. For
example, a retail license to sell beer may not be issued to a
person holding a beer wholesaler’s permit, or to a person
who has a direct or indirect ownership interest in a beer
wholesaler’s permit. Similarly, a liquor manufacturer,
rectifier, winery, or wholesaler is generally prohibited
from holding any direct or indirect interest in a liquor

retail establishment. There are exceptions to these general prohibitions, however. For example,
see the previous sections about brewers and wineries.

Tied-House Laws

A “tied-house” generally refersto a
bar, pub, tavern, orrestaurant
licensed to sell beerthatis owned
or controlled by abeer
manufacturer (i.e.,brewer or
brewpub). Priorto the ratification
of U.S. Const. amend. XXVIII,
which tookeffect on January 16,
1920, tied-houses were common.
To increase beer sales, brewers
engaged in monopolistic practices,
whichled to intemperate drinking,

A “tied-house” generally refers to a bar, pub, tavern, or
restaurant licensed to sell beer that is owned or controlled
by a beer manufacturer (i.e., brewer or brewpub). Both
state and federal law contain restrictions on tied-houses,
referred to as “tied-house laws.” Tied-house laws attempt
to create free competition among brewers and prevent
monopolistic sales practices that were common prior to
the ratification of U.S. Const. amend. XXVIII, which took
effect on January 16, 1920, and began a 13-year period
where the manufacture, distribution, and sale of alcohol
beverages was prohibited, commonly referred to as
“prohibition.”

While the federal tied-house law applies to both beer and

liquor manufacturers and wholesalers (in the course of interstate or foreign commerce),
Wisconsin’s tied-house law applies only to beer manufacturers and wholesalers. The state law
generally prohibits a brewer, brewpub, or beer wholesaler from furnishing, giving, lending,
leasing, or selling anything of value to a Class “B” beer retailer. There are numerous exceptions
to this, however, such as giving to a Class “B” beer retailer signs, clocks, and menu boards with
an aggregate value of not more than $2,500 for placement inside of the retail premises. [27
U.S.C.s.205(b) and s. 125.33 (1) (a), and (2), Stats.]

Exclusive Sales

Both federal and state law contain restrictions on the ability of a manufacturer or wholesaler to
require a retailer to exclusively sell alcohol that is produced by one manufacturer. Federal law
prohibits any contract or agreement that requires a retailer to purchase beer or liquor
exclusively, in whole or in part, from one manufacturer or wholesaler (if the requirement is
made in the course of interstate or foreign commerce). [27 U.S.C. s. 205 (a).]

Under the state’s Alcohol Beverages Chapter, a beer wholesaler is prohibited from selling or
offering to sell a brand of fermented malt beverages exclusively to one Class “A” beer retailer or
to a group of Class “A” beer retailers affiliated through common ownership, management, or
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control, unless the brand of beer is produced by a brewer that produces fewer than 300,000
barrels of beer in a calendar year (i.e., a “craft brewer”) or by a brewpub. [s. 125.33 (8). Stats.]

State law also prohibits a brewer, brewpub, or beer wholesaler from requiring a Class “B” beer
retailer to purchase the beer of any brewer or brewpub to the exclusion of those manufactured
by other brewers or brewpubs. Contracts that require such exclusive sales are prohibited.
[s.125.33 (1) (b), Stats.]

Operators’ Licenses

To serve alcohol at a retail licensed or permitted premises, an individual generally must hold an
operator’s license. Generally, municipal governing bodies shall issue an operator’s license to an
applicant who meets the following qualifications:

e Theapplicant is at least 18 years of age when the license is issued.

e Theapplicant has successfully completed an approved responsible beverage server training
course.

e Theapplicant has not been convicted or a felony that substantially related to the licensed
activity or be a habitual law offender of laws substantially related to the licensed activity.

e Theapplicant has paid the relevant fee.

The applicant need not successfully complete the server training course if the applicant is
renewing an existing operator’s license, has completed the training course within the last two
years, or has held a retail license, manager’s license, or operator’s license anywhere in Wisconsin
within the last two years. Information about operator’s licenses are available in DOR’s Fact
Sheet 3104. [s.125.04 (5) (a) and (d), Stats.]

Once issued, an operator’s license is valid only in the municipality where issued and is only valid
for one or two years, depending on the municipality. Licenses in Milwaukee expire on December
31; licenses in all other municipalities expire on June 30. [s. 125.17 (3), Stats.]

Municipalities may issue a temporary operator’s license to operators who are employed by, or
donating their time to a nonprofit corporation. A temporary operator’s license is valid for any
period from one day to 14 days, as specified on the license. There is also a limit of two temporary
operator’s licenses per year that a person may hold. [s. 125.17 (4), Stats.]

Municipalities are also required to issue provisional operator’s licenses, which are very similar
to temporary operators’ licenses. The primary difference between the two is that the provisional
license is designed to provide a mechanism for an operator licensed in one municipality to work
in another municipality during the time that the application for a regular operator’s license is
pending. A municipality must issue a provisional license to an applicant who meets the
standards established by local ordinance or to applicants who, at the time of application, files a
certified copy of a valid operator’s license issued by another municipality, and has paid the
relevant fee. Generally, provisional licenses expire 60 days after issuance. The provisional
license expires earlier, however, if the provisional licensee is issued either a regular operator’s
license by the municipality that granted the provisional license, or the operator’s license issued
by the other municipality expires. [s. 125.17 (5), Stats.]

This information memorandum was prepared by Melissa Schmidt, Senior Staff Attorney, and
Parker Conover, Staff Attorney, on March 12, 2021.
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