ov Consent Calendar Item #53
May 10, 2010 '

(4 ADDENDUM
S
v
3 i
OFFICE OF THE COUNTY EXECUTIVE
ROCKVILLE, MARYLAND 20850
Isiah Leggett
County Executive
MEMORANDUM
A . ~
May 6, 2010 = 2
= =
=  ooiq
: 1 = e
T : . o~ F0m
TO: Nancy Floreen, President, County Council ER=
FROM: Isiah Leggett, County Executive /M—‘/ . %w
s 2

SUBJECT: Sunday Liquor Sales

The County has periodically considered Sunday sales from its retail liquor stores
over the last several years and the Department of Liquor Control (DLC) has developed a plan to
implement Sunday sales if a decision is made to do so.

If Sunday liquor sales were implemented in FY'11, it is not clear that it would
result in additional net revenues for the County that would contribute to closing the gap. This is
because it is uncertain to what extent there would be additional sales as a result of the expanded
hours of operation or we would merely be shifting sales from Saturday and Monday to Sunday.

To assess the impact of Sunday sales on DLC finances and customer service, it
should be implemented as a six month pilot program. Subsequent to the ending of the pilot
program, we would analyze the customer feedback and perform a detailed fiscal analysis to
determine the relative merits in extending this pilot or in permanently implementing this change
in the hours of County operated liquor stores.

However, given the uncertainty of any resulting net profits from Sunday sales
there should not be any adjustments to the DLC budget at this time. Any additional revenues
resulting from Sunday sales would be added to the Liquor Control transfer to the General Fund
to bolster the County’s FY'11 reserve position.

Please contact George Griffin, Director of the Department of Liguor Control, if
you have additional questions concerning this proposal.
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MEMORANDUM

May 6, 2010

TO: County Council

FROM: Justina J. F erb%@/gislaﬁve Analyst

SUBJECT: Consent Calendar - Executive’s FY11 Recommended Operating Budget
Department of Liquor Control (including the Board of License Commissioners)

The Public Safety Committee unanimously recommends approval of the Department of
Liquor Control budget as amended —

- FY11 DLC Budget $42,158,410

- FY11 DLC Transfer $23,327,470

- FY10 DLC Accelerated Transfer - $1,000,000 from FY11

Budget Amendments

The March 15 budget recommended total expenditures of $48,301,900 for the Department of Liquor
Control, an 8.6% increase or $3,806,640 over the FY10 approved budget. On April 22 the County
Executive submitted budget amendments for the DLC that increase energy costs and revise debt
service.

The County Executive’s April 22 budget amendments adjusted the March 15 DLC budget as
follows:

March 15 DLC Recommended FY11 Budget $48,301,900
April 22 Amendments Energy Tax increase - +$75,330
Imputed Compensation - ($83,820)
Revised Debt Service - ($6.135,000)
Final recommended FY11 DLC budget $42,158,410

The amended appropriation for DLC for FY11 is $42,158,410. The earnings fund transfer for FY 11
will be budgeted at $26,206,168 before chargebacks; the transfer after chargebacks is $23,327,470
and an additional $1,000,000 in transfer scheduled for FY11 is accelerated and budgeted for FY10.

The decrease in the debt service of -$6,135,000 from the March 15 budget reflects the delay in
timing of debt service as follows:

o Debt service for Finmarc renovations delayed to FY12
o Debt service for Transportation projects delayed to FY12




o Revenue Bonds of $88,000,000, originally planned in FY11, are adjusted to
$37,000,000 for FY11with the remaining $51,000,000 to be issued in FY12 or

beyond.
FY11 CE Amended FY11
Liquor Control FY09 Actual FY10 Budget Recommended 4/22/10
Expenditures:
Liquor Fund Expenditures 35,891,033 44,495 260 48,301,900 42,158,410
Revenues 62,867,024 66,338,070 66,291,080 66,291,080
Earnings Transfer - gen fund 30,410,060 27,043,280 21,079,650 26,206,168
- after deductions 27,452,610 23,878,180 18,192,470 23,327,470
$1,000,000 for FY10 |$1,000,000 for FY10
Positions:
Full-time 264 257 248 -3.5%
Part-time 60 62 58 -6.5%
TOTAL Positions 324 319 306 -4.1%
WORKYEARS 343.8 337.3 312.9 -7.2%

General Fund FY11 Transfer and Debt Service

The earnings fund transfer for FY11 was originally budgeted at $21,079,550 before chargebacks;
however, the April 22 budget amendments changed the transfer to $26,206,168. The amended
transfer after chargebacks is budgeted at $23,327,470 and an additional $1,000,000 in transfer
scheduled for FY11 is accelerated and budgeted for FY10. In a memo dated March 25, the
Executive submitted a budget amendment to accelerate $1,000,000 of FY11 DLC earnings transfer
to FY'10 for the Revenue Stabilization Fund to help restore the balance in that fund.

Productivity improvements and DLC accomplishments are listed on pages 66-1 and 66-2 of the
budget.

Major budget changes

For FY11 reductions with service impacts, the Executive eliminates 4.5 fiscal/auditor positions in
two divisions and 4.6 retail positions due from the closing of the Twinbrook store. Several
positions were eliminated citing no service impacts: 1.0 delivery work force leader, 1.0 warehouse
assistant supervisor, and 1.8 retail positions. Retail store improvements and purchase of delivery
trucks and forklifts are indefinitely delayed.

Also as previously stated, the acceleration of $1,000,000 in the transfer to the General Fund from
FY11 to FY10 is a major change.

For DLC furlough days save -$626,240 and -12.4 workyears.



Reductions with Service Impacts Workyears Cost

Abolish Part-time Fiscal Assistant 0.5 ($51,300)
Abolish full-time Fiscal Assistant 1 ($53,100)
Delay Forklift purchase 0 {$70,000)
Abolish one Fiscal Assistant position 1 ($75,500)
Reduce Professional computer service 0] ($112.240)
Reduce Advertising for retail sales 0] ($157,900)
Abolish 2 Accountant Auditor ] 2 ($232,300)
Delay Retail store improvements 0 {$241,000)
Delay Delivery truck replacement 0 ($320,000)
Close Twinbrook retail store 48 ($525,300)
Net Change 9.1 ($1,838640)

Executive’s Working Capital Plan

The County Executive invites the Council’s input for final County Executive decisions on the
determination of adequate working capital within and use of resources in the Liquor Control Fund
and net proceeds to be deposited to the General Fund. The DLC Working Capital Plan is the
Executive’s Recommended Operating Budget for DLC.

The Attorney General has written an opinion that states policy decisions of the Director of DLC are
subject to the exclusive authority of the County Executive. DLC is subject to the same
requirements and procedures as applicable under County law to any other County department
except to the extent that ordinary County requirements or procedures would be inconsistent with the
General Assembly’s own decisions about DLC. Under state law, the DLC Director and the Finance
Director -- with approval of the County Executive -- are authorized to determine the portion of
DLC’s “net profits” that are needed for working capital, after payment of debt service.

Lapse

Lapse in the DLC is budgeted at $341,772 and -5.9 workyears for FY11. Due to the need for
continuous sales personnel for retail and delivery operations, DLC has found that the traditional
County formula for lapse is not useful.

Annual Report

A copy of the Department of Liquor Control Annual Report can be found in the April 15 Public
Safety Committee packet at the following link —
http://www.montgomerycountymd.gov/content/council/pdf/agenda/cm/2010/100415/20100415 _PS

4.pdf

FY11 EXPENDITURE ISSUES BY PROGRAM

A.  Warehouse Operations, p. 66-2, ©2


http://w-ww.montgomerycountymd.gov/contentlcouncil/pdVagendalcm/20

Warehouse Operations
FY10 Expenditures $7,988,440 FY10 66.9 Workyears
FY11 Expenditures $7,684,000 FY11 63.4 Workyears
$80,000 New warehouse - Grounds maintenance
$30,100 New warehouse - utilities
-$70,000 Indefinite delay of purchase of forklifts
-$121,000; -1.0 wy Abolish one warehouse Assistant
Supervisor (MGR)
-$222,000 Omit Southlawn Warehouse lease payment
-$1,540; -2.5 wy Miscellaneous adjustments

Description: Management of the County's liquor warehouse including receipt and storage of over
10,000 different stock items and special orders by customers.

FY11 Discussion: Additional costs for the new warehouse are included and the Southlawn
Warehouse lease payments eliminated.

B. Delivery Operations, p. 66-2, ©2

Delivery Operations
FY10 Expenditures $5,870,210 FY10 75.7 Workyears
FY11 Expenditures $5,551,560 FY11 72.1 Workyears
-$83,500: -1.0 wy Abolish Work Force Leader position (MGR)
-$320,000 Indefinite delay of purchase of delivery
trucks
$84,850; -2.6 wy Miscellaneous adjustments

Description: Distribution of distilled spirits, wine and beer to licensees and County stores.

FY11 Discussion: Replacement of delivery trucks has been indefinitely delayed.

C. Retail Sales Operations, p. 66-2, ©2-3

Retail Sales Operations
FY10Expenditures $17,971,740 FY10 153.5 Workyears
FY11 Expenditures $16,929,510 FY11 143.0 Workyears
$150,390 Increase cost for store leases/rentals
-$88,900; -1.8 wy Abolish Retail Store Asst Mgr. position (MGR)
and one store clerk position
-$157,900 Reduce Advertising for retail
-$241,000 Decrease cost budgeted for store
improvements
-$525,300; -4.6 wy Close Twinbrook store; abolish 4.6 wy (2 MGR)
-$179.520; -4.1 wy Miscellaneous adjustments

Description:  Retail sales of distilled spirits, wine and beer are handled through 25 County-
operated outlets. In 1997 a bill was adopted by the State Legislature limiting County contracting of
DLC retail operations to four stores that were under contract at that time: Flower Avenue,
Kensington, Muddy Branch, and Pike. The Kensington store reverted back to the County in
December, 2001. The Muddy Branch and Pike stores reverted back to the County in 2005. The
Flower Avenue store is the only County-contracted retail store.

4



FY11 Discussion: Two stores were relocated — Bethesda and Gaithersburg — in FY10 and the
Twinbrook store closed. Twinbrook was the least productive store in the retail system. Funding for
the modernization program for retail stores has been suspended. Renegotiation of some stores
leases is being considered due to changes in the economy and the real estate market.

Councilmembers received correspondence regarding some retail positions in DLC. DLC eliminated
part-time temporary positions because OHR advised that personnel regulations do not allow
temporary workers to work more than 19 hours.

D. Retail Contracted Operations, p. 66-3, ©3

Retail Contracted Operations
FY10 Expenditures $190,650 FY10 0.0 Workyears
FY09 Expenditures $190,650 FY11 0.0 Workyears

Description: State Legislation permits the DLC Director to contract the operation of retail outlets
with only those persons who had a contract in effect on January 1, 1997.

'FY11 Discussion: The store operator receives a percentage of sales and the $190,650 amount is for
budgeting purposes. The only contracted store is the Flower Avenue store.

E. Accounting and Inventory Svstems, p. 66-3, ©3

Accounting and Inventory Systems
FY10 Expenditures $7,923,390 FY10 17.6 Workyears
FY11 Expenditures $12,537,900 FY11 13.1 Workyears
84,918,250 (amended 4/22) Additional debt service for FY11
Debt service totals revised 4/22

-$49.700 Reduce printing and mail costs
-$51,300; -0.5 wy Abolish one part-time Fiscal Assistant
-$53,100; -1.0 wy Abolish one Fiscal Assistant position
-$232,300; -2.0 wy Abolish two Accountant Auditors
-$120,580 Decrease misc. operating expenses
$203,240; -1.0 wy Miscellaneous adjustments

Description: Provides accounting services for the department.

FY11 Discussion: Financing for some state transportation projects is appropriated through the
Liquor Fund. This budget represents FY11 debt service payment budgeted for these projects and
for the new warehouse relocation and buildout. Debt service totals $137,000,000 - $88,000,000 for
transportation projects and $49,000,000 for the new warehouse and buildout. Executive budget
amendments revised debt service for FY11 to $37,000,000.

F. Information Management, p. 66-3, ©3

Information Management
FY10 Expenditures $1,444,900 FY10 7.1 Workyears
FY11 Expenditures $1,192,520 FY11 6.7 Workyears
-$112.240 Decrease cost of computer services
-$140,140; -0.4 wy Miscellaneous adjustments




Description: This program provides for the operation, maintenance and protection of all
information technology initiatives in the department.

FY11 Discussion: The new point-of-sale system (POS) has been piloted and should be fully
operational this fall.

G. Licensure, Regulation and Education, p. 66-4, ©4

Licensure, Regulation and Education
FY10 Expenditures $1,376,540 FY10 14.0 Workyears
FY11 Expenditures $1,232,210 FY11 12.3 Workyears
-$75,500; -1.0 wy Abolish one Fiscal Assistant position
-$68.830; -0.7 wy Miscellaneous adjustments

Description: This program includes issuing beverage alcohol licenses; inspecting and investigating
licensed facilities to ensure compliance with laws, rules and regulations. Also, this program works
with the public, business, and County agencies to address alcohol control and education efforts.

FY11 Discussion: The division partners with the police, code enforcement, housing and HHS. The
division has developed a better system to track enforcement efforts. In FY10 the website was
updated to accept alcohol license applications online.

H. Office of the Director, p. 66-4, ©4

Director’s Office

FY10 Expenditures $1,729,390 FY10 2.5 Workyears
FY11 Expenditures $2,983,550 FY11 2.3 Workyears
$1,167,360 Retiree health insurance pre-funding

$16,980; 0.7 wy | Increased chargebacks for facility maintenance and
solid waste disposal
$69.,820; -0.9 Miscellaneous adjustments

Description: This program provides the administration and supervision for the department.
FY11 Discussion: The major increase in this division is $1,167,360 to pre-fund retiree health
insurance.
- DLC BUDGET RECOMMENDATIONS
Based on the 1998 Maryland Attorney General’s opinion, the Council has determined that it is more

effective to provide general comments on the DLC budget (Working Capital Plan) rather than
recommending increases, decreases or deferring particular line items.



Committee Discussion and Recommendations

Councilmember Andrews inquired about the status of Sunday sales in the County retail stores. The
DLC Director stated that the Executive has not made a decision to implement Sunday sales.
Councilmember Andrews recommended that the department initiate a pilot program for Sunday
sales. The DLC Director advised that the Council would receive a written response from the
County Executive on the issue of Sunday sales.

Information was requested by Councilmember Berliner on 1) profits and costs of discontinuing the
liquor business and 2) profits and costs to discontinue selling beer and wine at retail.

Councilmember Berliner suggested that the Director meet with some licensees to discuss delivery of
special orders which can be delayed and the Director agreed to the meeting. DLC Director Griffin
subsequently provided a memo on privatizing the DLC operations and offered to provide further
assistance if requested. Committee members agreed there were no financial advantages to
privatizing liquor retail and wholesale sales and expressed concern about the potential loss of
revenue to the County.

» The Public Safety Committee recommends approval of the Department of Liquor Control
budget as amended* —
o FY11 DLC Budget $42,158,410*
o FY11 DLC Transfer $23,327,470
o FY10 DLC Accelerated Transfer $1,000,000

* with the caveat that Bill 16-10, Imputed Compensation Limit has not been adopted

Attachments: DLC Budget ©1
Memorandum from DLC Director 5/3/10 ©8

FAFERBER\I1 Budget\FY 11 Operating Budget\ DLC\DLC CC 5-10-10.doc



Liquor Control

MISSION STATEMENT

The mission of the Department of Liquor Control (DLC) is to provide licensing, wholesale and retail sales of beverage alcohol
products, enforcement and effective education and training programs, while promoting moderation and responsible behavior in all
phases of distribution and consumption. The department diligently promotes, enforces and obeys all laws and regulations governing
beverage alcohol while generating revenue for the benefit of Montgomery County’s General Fund.

BUDGET OVERVIEW

The total recommended FY11 Operating Budget for the Department of Liquor Control is $48,301,900, an increase of $3,806,640 or
8.6 percent from the FY 10 Approved Budget of $44,495,260. Personnel Costs comprise 47.5 percent of the budget for 248 full-time
positions and 58 part-time positions for 312.9 workyears. Operating Expenses, Capital Outlay, and Debt Service account for the
rerpaining 52.5 percent of the FY11 budget.

The above projections and proposed expenditures form the basis for working capital decisions concéming the Liquor Enterprise
Fund.

The following information is provided to facilitate County Council and public input for final County Executive decisions on the
determination of adequate working capital within, and use of resources in, the Liquor Enterprise Fund and net proceeds to be

deposited to the General Fund. Consistent with Article 2B, Section 15-207, the County Executive must make resource allocation
decisions for the Fund.

LINKAGE TO COUNTY RESULT AREAS
While this program area supports all eight of the County Result Areas, the following are emphasized:
; & A Responsive, Accountable County Government o

Healthy and Sustainable Neighborhoods

v,
"

Safe Streets and Secure Neighborhoods

N
L X4

Strong and Vibrant Economy

DEPARTMENT PERFORMANCE MEASURES

Performance measures for this department are included below, with multi-program measures displayed at the front of this section and
program-specific measures shown with the relevant program. The FY 10 estimates incorporate the effect of the FY10 savings plan.
The FY11 and FY12 targets assume the recommended FY11 budget and FY 12 funding for comparable service levels.

ACCOMPLISHMENTS AND INITIATIVES

% Relocated two retail stores into larger, improved locations in the Bethesda Central Business District and in the
Shoppes of Potomac in the Gaithersburg/Darnestown area.

R
A X g

.,
L X4

Responded to the consumers” interest in finer wines, by securing a generous allotment of Bordeaux 2005 on future,
enabling customers to acquire some very fine wines at the best possible prices.

& Developed and provided free training designed to educate servers, sellers, managers and owners of licensed
businesses in alcohol beverage regulatory compliance.

& Created and hosted a Statewide Alcoho!l Regulatory Forum in 2009 for Maryland’s jurisdictions to share ideas and
solutions on alcohol realted issues. DLC won a National Association of Counties (NACo) Award for this forum.

«» Hosted the “2009 Nighttime Economy Regional Forum”, a networking and educational opportunity for Monigomery
Counfy businesses to gain information on creating safe, vibrant, and profitable nighttime venves.

Liquor Control \ Other County Government Functions 66-1 @



& Transfer $21,079,550 to the General Fund in FY11.
& Productivity Inprovements
- Implemented and will monitor a revised “Listing/Delisting Product Committee” process designated to maximiz
inventory control efficiencies while providing a wide and varied selection of fresh items and standards from
which customers can choose.
- Reduced paper usage by 21% from FY08 by increasing on-line report generation for staff and vendors.
- Avfomated the pricing program, which enables vendors fo enter price changes on the Internet and submit
electronically. This information will flow into the warehouse management system automatically after department

review, eliminating the manval entry.

- Implemented improvements to the wholesale internet ordering system resulting in a 45% increase in Infernet
sales.

PROGRAM CONTACTS

Contact Lynn Duncan of the Department of Liquor Control at 240.777.1915 or Alison Dollar of the Office of Management and
Budget at 240.777.2781 for more information regarding this department's operating budget.

PROGRAM DESCRIPTIONS

Warehouse Operations
This program involves management of the County’s beverage alcohol warehouse and includes the purchase, receipt, and storage of
over 20,000 different stock and special order items.

Actual Estimated Target Target
Program Performance Measures EY09 FY10 EY11 FY12

Percent of wholesale customers satisfied with DLC based on the DLC
customer survey resulis]
Inventory as a Percent of ‘Cost of Goods Sold' (COGS) ’ 18.2 18.0 18.0 18.0 18.
Inventory as a Percent of DLC Sales 28.1 285 28.5 28.5 28.5)
10On a rating of 1 to 4 with 4 being most satisfied and 1 being least safisfied.

FY11 Recommended Changes Expenditures

FY10 Approved 7,988,440
Increase Cost: Grounds Maintenance - New Warehouse 80,000 0.0
Increase Cost: Utilities - New Warehouse 30,100 0.0
Reduce: Forklifts -70,000 0.0
Decrease Cost: Abolish One Warehouse Assistant Supervisor -121,000 -1.0
Decrease Cost: Southlawn Warehouse Lease Payment -222,000 0.0
Miscellaneous adjustments, including furloughs, employee benefit changes, changes due to staff turnover, -1,540 -2.5

reorganizations, and other budget changes affecting more than one program

FY11 CE Recommended 7,684,000 63.4

Delivery Operations
This program includes the distribution of distilled spirits, wine, and beer to licensed establishments and County retail stores.

FY11 Recommended Changes Expenditures ')
FY10 Approved 5,870,210 75.7
Decrease Cost: Abolish One Work Force Leader | . -83,500 -1.0
Reduce: Delivery Trucks - Delay Replacement Schedule -320,000 0.0
Miscellaneous adjustments, including furloughs, employee benefit changes, changes due to staff turnover, 84,850 -2.6
reorganizations, and other budget changes affecting more than one program
FY11 CE Recommended 5,551,560 72.1

Retail Sales Operations ' .

This program oversees sales of distilled spirits, wine, and beer to retail customers through the operation of retail stores (currently 23
County-staffed and operated and one contractor-operated) that are located throughout Montgomery County.

66-2 Other County Government Functions - FY11 Operating Budget and Public Services Program FY11-16 @



Actual Actual Estimated Target Target

Program Performance Measures FYo8 FY09 FY10 Y11 Y12
Retail sales as percentage of total sales 45 46 46 46 46
Percent of retail customers satisfied with DLC based on the DLC customer 3.20 3.22 3.22 3.22 3.22
‘survey results’

_TOn a rating of 1 1o 4 with 4 being most satisfied and 1 being least satisfied.

FY11 Recommended Changes Expenditures WYs
FY10 Approved 17,971,740 153.5
Increase Cost: Retail Store Leases 150,390 0.0
Decrease Cost: Abolish One Liquor Store Assistant Manager and One Liquor Store Clerk | Position -88,900 -1.8
Reduce: Advertising -157,900 0.0
Reduce: Retail Store Improvements -241,000 0.0
Reduce: Close Twinbrook Retail Store -525,300 -4.6
Miscellaneous adjustments, including furloughs, employee benefit changes, changes due to staff turnover, -179,520 -4.1
reorganizations, and other budget changes affecting more than one program

FY11 CE Recommended 16,929,510 143.0

Retail Contracted Operations

Article 2B of the Annotated Code of Maryland allows the County to hire contractors to operate County liquor stores. The County
must retain title to all retail stock until sold. The County Council adopted Council Resolution No. 12-452 on November 12, 1991,
mandating that the County contract with qualified contractors to operate selected stores. The Kensington, Muddy Branch, and the
Pike sites were selected for contracting, and in the Fall of 1992, contractor staff replaced the County employees. In Fall 1994, the
Flower Avenue store became a contractor-operated facility. In December 2000, the Kensington store reverted to County operation.
State legislation allows the Director of the Department of Liquor Control to contract the operation of a retail outlet only with those
persons who had a contract in effect on January 1, 1997. In fiscal year 2005, two of the three contractor-operated facilities (Rockville
Pike and Muddy Branch) reverted to County-staffed and operated stores. Flower Avenue remains as the sole contractor-operated
retail store.

FY11 Recommended Changes

Expenditures

FY10 Approved
.| FY11 CE Recommended ' 190,650 0.0

190,650

Accounting and Inventory Systems
This program provides accounting and financial services for the department. Staff performs day-to-day accounting functions, special
analysis and reporting, and the preparation and menitoring of the department's budget.

FY11 Recommended Changes Expenditures WYs
FY10 Approved 7,923,390 17.6
Increase Cost: Debt Service: State Transportation Projects and Warehouse Relocation 4,918,250 0.0
Decrease Cost: Internal Printing and Mail Reduction -49,700 0.0
Reduce: Abolish One Part-time Fiscal Assistant -51,300 -0.5
Reduce: Abolish One Fiscal Assistant Position -53,100 -1.0
Decrease Cost: Miscellanecus Operating Expenses -120,580 0.0
Reduce: Abolish Two Accountant Auditor il Positions -232,300 -2.0
Miscellaneous adjustments, including furloughs, employee benefit changes, changes due to staff turnover, 203,240 -1.0
reorganizations, and other budget changes affecting more than one program

FY11 CE Recommended 12,537,900 13.1

Information Management

This program provides for the design, operation, maintenance, and protection of all information technology initiatives of the
Department. These initiatives include the warchouse imventory system, the retail point-of-sale system, and numerous other
applications.

FY11 Recommended Changes Expenditures WYs

- FY10 Approved 1,444,900 7.1

Reduce: Professional Computer Services -112,240 0.0

Miscellaneous adjustments, including furloughs, employee benefit changes, changes due to staff turnover, -140,140 -0.4
reorganizations, and other budget changes affecting more than one program

FY11 CE Recommended 1,192,520 6.7
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Licensure, Regulation, and Education

This program includes issuing of beverage alcohol licenses inspecting and investigating licensed facilities to ensure compliance with
all applicable laws, rules, and regulations and serving as support staff and providing expert testimony at hearings for issuance, fining,
suspension, or revocation of licenses. This program also encompasses community partnership by defining issues and strategies ar’
monitoring efforts with various agencies, departments, civic organizations, businesses, and individuals to provide and coordina.._
innovative programs and measures to ensure safe and vibrant communities relative to the service and consumption of beverage
alcohol.

Actual Actual Estimated Target Target
Program Performance Measures FY03 FYoo EY10 Y11 FY12

Annual alcohol compliance checks fo minors {under 21)} 600 612 - 600 600 600
TDLC has established a target of 600 compliance checks in partnership with Montgomery County Police Department. For FY08, DLC performed
5,124 inspections {of all fypes}. For FY09, DLC performed 5,267 inspections, which included 612 compliance checks.

FY11 Recommended Changes Expenditures WYs
FY10 Approved 1,376,540 14.0
Reduce: Abolish One Fiscal Assistant Position -75,500 21.0
Miscellaneous adjustments, including furloughs, employee benefit changes, changes due to staff turnover, -68,830 .0.7
reorganizations, and other budget changes affecting more than one program
FY11 CE Recommended 1,232,210 12.3

Office of the Director
This program provides the overall direction for the Department.

Actual Actual Estimated Target Target
Program Performance Measures FYos EY0O FY10 Y11 FY12

Percentage of Annual Sales Growth 5 3.2 2.0 3.5 3.5
Gross profit margin of DLC retail and wholesale operations [percent] 28 28 28 28 28
FY11 Recommended Changes Expenditures WYs
| FY10 Approved 1,729,390 2.5/
Increase Cost: Refiree Health Insurance Pre-Funding 1,167,360 0.0
Increase Cost: Increased Chargebacks for Facility Maintenance and Solid Waste Disposal 16,980 0.7
Miscellaneous adjustments, including furloughs, employee benefit changes, changes due tfo staff tumover, 69,820 -0.9
reorganizations, and other budget changes affecting more than one program
FY11 CE Recommended 2,983,550 2.3
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BUDGET SUMMARY

Actual Budget Estimated Recommended % Chg
FY09 FY10 FY10 Y11 Bud/Rec
LIQUOR CONTROL
' EXPENDITURES
Salaries and Wages 18,190,168 18,040,540 17,759,240 16,723,720 -7.3%
Employee Benefits 5,722,941 6,204,500 6,204,500 6,232,620 0.5%
Liquor Control Personnel Costs 23,913,109 24,245,040 23,963,740 22,956,340 -5.3%
Operating Expenses 11,660,808 13,713,570 14,149,110 14,521,390 5.9%
Debt Service Other 417,116 5,800,000 3,659,530 10,718,520 84.8%
Capital Outlay 0 736,650 1,789,260 105,650 -85.7%
Liquor Control Expenditures 35,991,033 44,495,260 43,561,640 48,201,900 8.6%
PERSONNEL
Full-Time 264 257 257 248 -3.5%
Part-Time 60 62 62 58 -6.5%
Workyears 343.8 337.3 337.3 312.9 -7.2%
REVENUES
_ Yendor Procure Registration Fee 17,010 0 0 0 —
Property Rentals 5,333 0 0 0 -
Liquor Licerises 1,418,602 1,350,000 1,419,000 1,419,000 5.1%
Miscellaneous/Investment Income -1,418,787 100,000 10,000 30,000 -70.0%
Operating Revenue 62,331,276 64,549,570 64,262,430 66,456,780 3.0%
Liquor License Application Fees 155,701 160,000 156,000 156,000 -2.5%
Liguor Enforcement Fines 310,276 150,000 200,000 200,000 33.3%
Tobacco Enforcement Fines 38,808 20,000 20,000 20,560 2.8%
Publication Sales - Alcohol Regulation 195 0 0 0 —
Fingerprint Processing Fee 8,610 8,500 8,500 8,740 2.8%
Liquor Control Revenues 62,867,024 66,338,070 66,075,930 68,291,080 2.9%
GRANT FUND MCG
EXPENDITURES
Salaries and Wages 12,875 0 8,520 0 e
Employee Benefits 964 0 920 0 -
Grant Fund MCG Personnel Costs 13,839 0 9,440 0 —
Operating Expenses 30,155 0 14,840 0 —
Capital Qutlay 0 0 4] 0 -
Grant Fund MCG Expenditures 43,994 ] 24,280 0 —
PERSONNEL '
Full-Time 0 0 0 0 —
Part-Time 0 0 0 0 e
Workyears 0.0 0.0 0.0 0.0 e
REVENUES
Aduit Who Host Lose The Most Brochures 1,000 0 0 0 —
Under 21 Alcohol Compliance Checks 8,747 0 0 0 —
Coasters - Alcohol Awareness 3,835 o] [1] O —
COPS In Shops 404 0 24,280 0 s
NABCA 8,104 0 0 0 —
Latino Server Training Initiative Grant 21,904 ] 0 [+] —
Grant Fund MCG Revenues 43,994 0 24,280 0 —
DEPARTMENT TOTALS
Total Expenditures 36,035,027 44,495,260 43,585,920 48,301,900 8.6%
Total Full-Time Positions 264 257 257 248 »3.5%
Total Part-Time Positions 60 62 62 . 58 ~6.5%
Total Workyears 343.8 337.3 337.3 312.9 -7.2%
Total Revenues 62,911,018 66,338,070 66,100,210 68,291,080 2.9%
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FY11 RECOMMENDED CHANGES

LIQUOR CONTROL
FY10 ORIGINAL APPROPRIATION

Changes {with service impacts)

Reduce: Forklifts [Warehouse Operations]

Reduce: Advertising [Retail Sales Operations]
Reduce: Retail Store Improvements [Retail Sales Operations)

Reduce: Close Twinbrook Retail Store [Retail Sales Operations]

Other Adjustments {with no service impacts)

Inventory Systems}]

Increase Cost: Risk Management Adjustment

Increase Cost: Group Insurance Adjustment

Increase Cost: Retail Store Leoses [Retail Sales Operations]
Increase Cost: Refirement Adjusiment

Utilities Management
Increase Cost: Annualization of FY10 Personnel Costs
Increase Cost: Utilities - New Warehouse [Warehouse Operations]

Director]
Technical Adj: Workyears based on Approved Personnel Actions
Decrease Cost: Occupational Medical Services Adjustment
Decrease Cost: Printing and Mail Adjustment
Decrease Cost: Motor Pool Rate Adjustment

Sales Operations]

Decrease Cost: Furlough Days

FY11 RECOMMENDED:

Reduce: Abolish One Part-fime Fiscal Assistant {Accounting and Inventory Systerns]
Reduce: Abolish One Fiscal Assistant Position [Accouniing and Inventory Systems]

Reduce: Abolish One Fiscal Assistant Position [Licensure, Regulation, and Education]
Reduce: Professional Computer Services [Information Management]

Reduce: Abolish Two Accountant Auditor Il Positions [Accounting and Inventory Systems]

Reduce: Delivery Trucks - Delay Replacement Schedule [Delivery Operations]

Increase Cost: Refiree Health Insurance Pre-Funding [Office of the Director]

Increase Cost: Grounds Maintenance - New Warshouse [Warehouse Operations]
Increase Cost: Utilities increase based on projections from the Interagency Committes of Energy and

Decrease Cost: Internal Printing and Mail Reduction [Accounting and Inventory Systems]
Decrease Cost: Abolish One Work Force Leader Il [Delivery Operations]
Decrease Cost: Abolish One Liguor Store Assistant Manager and One Liguor Store Clerk 1 Position [Retail

Decrease Cost: Miscellaneous Operating Expenses [Accounting and Inventory Systems]
Decrease Cost: Abolish One Warehouse Assistant Supervisor [Warehouse Operations]
Decrease Cost: Southlawn Warehouse Lease Payment [Warehouse Operations]

Increase Cost: Debt Service: State Transportation Projects and Warehouse Relocation [Accounting and

Increase Cost: Increased Chargebacks for Facility Maintenance and Solid Waste Disposal [Office of the

Expenditures WYs |
L

44,495,260 337.3
-51,300 -0.5
-53,100 -1.0
-70,000 0.0
-75,500 -1.0
-112,240 0.0
-157,900 0.0
-232,300 -2.0
-241,000 0.0
-320,000 0.0
-525,300 -4.6
4,218,250 0.0
1,167,360 0.0
202,380 0.0
158,630 0.0
150,390 0.0
149,080 0.0
80,000 0.0
71,040 0.0
60,230 0.0
30,100 0.0
16,980 0.7

0 0.2 -

-5,840 0.0

-16,310 0.0
-25,090 0.0
-49,700 0.0
-83,500 -1.0
-88,900 -1.8
-120,580 0.0
-121,000 -1.0
-222,000 0.0
-626,240 -12.4
. 48,301,900 3129

PROGRAM SUMMARY

FY10 Approved FY11 Recommended
Program Name Expenditures WYs (penditures WYs
Warehouse Operations 7,988,440 66.9 7,684,000 63.4
Delivery Operations 5,870,210 75.7 5,551,560 721
Retail Sales Operations 17,971,740 1535 16,929,510 143.0
Retail Contracted Operations 190,650 0.0 190,650 0.0
Accounting and Inventory Systems 7,923,390 17.6 12,537,900 131
Information Management 1,444,900 7.1 1,192,520 6.7
Licensure, Regulation, and Education 1,376,540 14.0 1,232,210 12.3
Office of the Director 1,729,390 2.5 2,983,550 2.3
Total 44,495,260 337.3 48,301,900 312.9
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FUTURE FISCAL IMPACTS

)

FY14 FY15

his table is intended to present significant future fiscal impacts of the department's programs.

LIQUOR CONTROL
Expenditures
FY11 Recommended 48,302 48,302 48,302 48,302 48,302 48,302
No inflation or compensation change is included in outyear projeciions.
Debt Service Other 0 1 2 -2 -1 w2

Financing for the State Transportation Participation CIP Project No. 500722, the Glenmont Metro Parking Expansion CIP Project No.
500552, and the warehouse relocation,
DLC Liquor Warehouse (1] 0 1,924 1,924 1,924 1,924

These figures represent the impacts on the Operating Budget {maintenance and utilities) of projects included in the FY11-16
Recommended Capital Improvements Progrom.

Motor Pool Rate Adjustment 0 26 26 26 26 26

Restore Personnel Costs 0 626 626 626 626 626
This represents restoration of funding to remove FY11 furloughs.

Retail Store Leases ] 0 141 302 478 672 884
The leases for 24 retail stores based on CPl assumptions.

Retiree Health Insurance Pre-Funding 0 583 715 853 998 1,151
These figures represent the estimated cost of the multi-year plan to pre-fund retiree health insurance costs for the County’s workforce.

Southlawn Warehouse Lease 0 -966 -966 ~966 ~966 -966
DLC's portion for 50,560 square feet of additional lease space at the Southlawn Warehouse.

Subtotal Expendifures 48,302 48,713 50,930 51,242 51,582 51,946
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DEPARTMENT OF LIQUOR CONTROL

Isiah Leggett George F. Griffin
County Executive Director
MEMORANDUM
May 3, 2010
TO: Phil Andrews, Chair

Public Safety Committee
Montgomery County Council

FROM: George F. Griffin, Director
Department of Liquor Control

/ ” ‘

SUBJECT: Public Safety Committee Discussion re DLC Recommended FY'11 Operating Budget

At the April 15, 2010, Public Safety Committee worksession regarding the Department of Liquor
Control FY'11 Recommended Operating Budget, the Committee raised the issue of explonng the
possibility of privatizing DLC functions and assessing the potential impact privatization might have
on the County (budgetary and otherwise.) This is a complex issue with ramifications on several
levels, and a serious discussion of future public policy approaches to alcohol in Montgomery County
would require a commitment of research and study beyond the time constraints of the current budget
deliberations. If the Council decides to study this topic, we will be pleased to participate and
provide any information or evidence requested. For the purposes of the immediate budget
discussions, however, we offer the following facts and observations.

1. All laws and regulations relating to the sale, distribution and taxation of beverage alcohol are
state laws. Montgomery County operates its control system operation by virtue of authority
granted by the State of Maryland in Article 2-B of the Annotated Code. Any changes in
DLC operations or authority must be enacted by the Maryland General Assembly. The
Montgomery County Department of Liquor Control and the Board of License
Commissioners were originally established in State law in 1934-35, prior to the creation of
charter government in the County.

2. Montgomery County does not possess the authority to impose any local taxes on beverage
alcohol. Each county in Maryland, however, does have a local Liquor Board or Board of
License Commissioners created under State law with the authority to grant licenses, impose
fines, and to suspend or revoke licenses for just cause. The license fees for each class of
license are established in State law, although the fees charged for certain licenses may vary
from county to county. Currently, Montgomery County receives approximately $1.5 million
in annual license gross receipts. This ranks second in Maryland, behind Baltimore City with
approximately $1.7 million in annual license gross receipts.

16650 Crabbs Branch Way * Rockville, Maryland 20855 « 240-777-1900 » 240-777-1962 FAX
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3. The last significant study to review the structure, mission and operations of the Montgomery
County DLC was conducted in 1996-97. Then-County Executive Doug Duncan created a
Liquor Control Retail Operations Task Force and appointed Mr. Joseph T. Healy (partner in
the firm of Dembo, Jones, Healy, Pennington & Marshall, PC) to serve as the Chair. The
Task Force was charged with exploring potential strategies to allow the County to exit the
direct retail operations of its liquor stores, and deliberated for over one year. As a result, the
Task Force recommended a system similar to the one currently operating in West Virginia.
The State of West Virginia (also a “control jurisdiction”) continues to operate the wholesale
distribution system in that state, but franchised out the operation of its retail stores. A bill
was introduced in the Maryland Legislature (and supported by the Duncan administration)
that would have given Montgomery County the authority to pursue a similar alternative. The
measure was opposed by the Montgomery County Council, MCGEOQ, nearly all public
health, addiction treatment and youth advocacy groups (including MADD, SADD, the
Alcohol and Other Drug Abuse Advisory Committee, etc.), and various community and
parent groups. It was also actively opposed by the privately owned- and-operated licensed
beverage businesses in Montgomery County, particularly the off-premise beer and wine
stores. (This group hired a lobbyist to oppose the measure in Rockville and Annapolis.) The
legislation was defeated by the Montgomery County Delegation of the General Assembly in
1997.

4. “Financing for some state transportation projects is appropriated through the Liquor Fund.”
(Public Safety worksession packet for 4/15/2010). This past year, Montgomery County (for
the first time) issued Montgomery County Liquor Control Revenue Bonds. The proceeds
from this bond sale are being used to finance the County share of certain transportation
projects, among other uses. The issued bonds have a maturity date of twenty years.



REVENUES RECEIVED BY LOCAL AUTHORITIES
County Dispensaries
Total
Number Year Gross Local
Stores Ended Profits Expenses Net Profits  Re@celptsi(a) Revenue (b)
Baltimore City (6*) 1,760,817 1,760,817
City of Annapolis (4) ) 274,690 274,690
Allegany County (4) ' . ’ - 119,725 119,725
Anne Arundel County (6) . " 648,750 648,750
n.‘.”; Baltimore County (4) 545,310 545,310
T Calvert County (6) : - 80,750 80,750
% Caroline County (4) 58,200 58,200
3 Carroll County (4) 187,430 187,430 -
5] Cecit County (6) _ 183,830 183,830 L
a Charles County (6*) 154,120 154,120 i
3)2 Dorchester County (6%) 72,181 72,181 ° _
‘:;r Frederick County (4) : 312,368 312,368
by Garrett County (6) ’ 108,750 108,750
g % Harford County (4) : _ . 373,409 373,409
© o Howard County (4) ] 256,155 256,155
® B Kent County (6*) 82,650 82,650
° ' Bty (6%) 25 6/30/2009 28,558,000 21,804,000 6,754,000 8,322,764
=3 ; 821,515
%’ Queen Anne's County (6%) ’ 98,200 98,200
S St. Mary's County (6*) ) 95,938 95,938
% Somerset County (4) 3 4/30/2009 196,044 147,585 - 48,459 26,201 74,660
B Talbot County (7*) : 176,373 176,373
? Washington County (4) 86,050 86,050
'§ **Wicomico County (4) 3 6/30/2008 1,706,622 1,303,834 402,788 119,855 522,643
"o Worcester County (5) _ 6 4/30/2009 3,665,344 3,021,566 643,778 739,281 1,383,059
' 37 : 34,126,010 26,276,985 7,849,025 8,951,312 16,800,337

(a) License fees as reported by the respective boards of license commissioners for the llcense and/or ﬁscal( ) year
ending 4130108:(4») ;5/31/08 (5) 6/30/08 (6). Y
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