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MEMORANDUM

islative Analyst

PS COMMITTEE #3

SUBJECT: Worksession - Executive’s FY15 Recommended Operating Budget
Department of Liquor Control (including the Board of License Commissioners)

Those expected for this worksession:

George Griffin, Director, Department of Liquor Control (DLC)

Sunil Pandya, Chief of Administration, DLC
Kathie Durbin, Chief of Licensure, Regulation and Education, DLC
Gus Montes de Oca, Chief of Operations, DLC

Dennis Hetman, Management and Budget Specialist, OMB

April 10,2014
Worksession

The Executive’s Recommended FY15 Operating Budget for the Department of Liquor Control

(DLC) is on ©1.

For FY15 the Executive recommends total expenditures of $56,268,741 for the Department of
Liquor Control, a 1.7% increase over the FY14 approved budget of $55,324,556. An earnings
transfer of $24,021,413 is budgeted for FY15 with $10,123,000 budgeted for debt service for

transportation projects.
Overview ,
FY12 Actual [FY 13 Actual [FY14 Budget |RecFY15 % Change

Liquor Fund Expend $ 46,100,457 | 48,172,559 55,324,556 56,268,741 1.7%
Revenues $ 74815413 | 76,961,750 76,053,975 78,985,848 3.9%
Earnings Transfer $ 25,066,800| 22,297,140 20,891,294 27,165,916 30.03%

after chargebacks/costs 22.411610| 19,400,000 18,085,880 24,021,413 32.80%
Debt Service $ 5,075,837 5025176 11,162,400 10,123,000 -9.30%
Positions - FTEs 323 324 339 337 0.60%
Full-time 245 246 254 255 0.4%
Part-time 57 55 63 155 146.0%
TOTAL Positions 324 301 317 310 -2.3%

The earnings fund transfer for FY15 is budgeted at $27,165,916 before chargebacks.

after chargebacks and costs is $24,021,413.

The transfer



Accomplishments and initiatives for DLC are listed in the budget on ©6.

FY15 Budget Adjustments

Adjustments with no Service Impacts FTEs Cost

Convert 95 Temporary Employees to Merit Positions 0 $1,744,678
FY15 Compensation Adjustment 0 $1,119,935
Point of Sale System 0 $484,022
Increase cost of Retail Store Leases 0 $196,140
Group Insurance Adjustment 0 $59,850
Retirement Adjustment 0 $55,179

Preparation of Annual Financial Statements $39,300

Motor Pool Rate Adjustment 0 $15,795
Printing and Mail Adjustment 0 $10,538
Risk Management Adjustment - Decrease 0 -$77,232
ERP Warehouse System Personnel Costs -Decrease -$183,000
Eliminate FY 15 One-time items 0 -$425,000
Debt Service - Decrease 0 -$1,039,400
Retiree Health Insurance pre-funding adjustment 0 -$1,056,620

95 Retail and Warehouse Employees Converted to Merit System Status

Ninety-five temporary DLC employees were converted to Merit System status as a result of
negotiations with MCGEO. These employees met the County Code definition of Merit System
Employee: “All persons who are employed by the county in full-time or part-time year-round
permanent career positions in any department/office/agency of the executive and legislative
branches of the county government or in any other position specifically so designated by law.”
Most of the positions that were converted were retail clerks and warehouse workers.

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 DLC Director are
subject to exclusive authority of the County Executive. The 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.

Debt Service

The Fiscal Plan at ©7 establishes debt service for FY15 at $10,123,000. Debt service is related to
County transportation projects.



Annual Report

A copy of the Department of Liquor Control Annual Report for 2013 is attached at ©8. The report
shows sales for FY04 to FY13 by division, general fund transfers over the last 10 years, and
spotlights the Licensure, Regulation and Education Division.

CountyStat

CountyStat continues to work with DLC on the following issues: overtime, leave use, sales rates,
licensee compliance, customer satisfactions, risk management and other issues. The following
charts from CountyStat DLC Performance Review of February 19, 2014, are included in the packet:

Follow-Up Items (one is leasing options in lieu of purchasing delivery fleet) ©25
Percentage of Licenses that Fail Compliance Checks ©26 :

Number of Annual Alcohol Compliance Checks for Sales to Minors ©27
Comparative Store Sales FY11to FY13 ©28

Retail Customer Satisfaction Survey Results FY13 ©30

Retail Customer Overall Satisfaction Rating by Store 2011 to 2013 ©31
Wholesale Customer Satisfaction Survey Results ©32
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FY15 EXPENDITURE ISSUES BY PROGRAM

A. Warehouse Operations, ©2-3

Description: Management of the County's liquor warehouse including purchase, receipt and
storage of over 20,000 different stock items and special orders by customers.

FY15 Discussion: DLC completed its move to the new warehouse at Edison Park.

B. Delivery Operations, ©3

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

FY15 Discussion: DLC completed an RFP to contfact with a PFM (Public Financial
Management) to update its strategic business plan. As you will recall, this issue was discussed
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by the Committee in FY14 budget deliberations with DLC. Several RFP solicitations were
conducted by the Office of Procurement before a contract with PFM was awarded. This
caused a delay. The study will include an analysis of lease vs. purchase of the delivery trucks
and recommendations for management of the fleet. It should be available for the new fiscal
vear and FY16 budget recommendations.

The Alcoholic Beverages Advisory Board wrote a letter to the County Executive urging
improvements to the DLC truck delivery fleet (see ©33). The Committee should discuss with
the DLC Director plans for remedying defects in delivery trucks while waiting for the PFM
report. The Committee may also want to discuss the elements of the PFM contract and
request a PS Committee meeting this fall to be briefed on the PFM report.

C. Retail Sales Operations, ©3

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
contracted store is closed.

FY15 Discussion: The Flower Avenue store was the only County-contracted retail store and
was closed on January 31, 2014. The DLC will open and operate a new retail store in the
Flower Avenue area near the old store by the end of FY14.

The following stores will be renovated, expanded or relocated in FY15: Leisure World,

Kingsview and Flower Avenue. The Cabin John and White Oak stores are scheduled to
receive new floors and counter tops.

D. Retail Contracted Operations, ©3

Description: State Legislation permits the DL.C Director to contract the operation of retail outlets
with only those persons who had a contract in effect on January 1, 1997.
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FY15 Discussion: The final contract with the Flower Avenue store operator has expired and
the store has closed. There are no contracted stores in DLC Retail Operations.

E. Licensure, Regulation and Education, (LRE) ©4

Description: This program issues beverage alcohol licenses; inspects and investigates licensed
facilities to ensure compliance with laws, rules and regulations. This program works with the
public, businesses, and County agencies to address alcohol control and education efforts. The LRE
Division has adopted the use of tablet computers with electronic forms which saves paper and
provides easy tracking of business checks and inspection details.

FY15 Discussion: The DLC staff will discuss with the Committee what they are working on in
order to strengthen the compliance program. Inspectors are close to completing the targeted
400 individual licensee compliance checks for underage sales for FY14. The compliance rates
are trending closer to the traditional 80%, rather than the 72% experienced last year.

The Committee will discuss the Office of Inspector General Report Number 14-003 dated
January 13, 2014, as a separate item.

There has been no reduction in staffing in LRE just a macro adjustment by OMB that
changes the number of FTEs. There are still five inspectors in this division.

F. Administration, ©4

Description:  Provides accounting, financial and information technology services for the
department.

FY15 Discussion: Financing for some state transportation projects is appropriated through
the Liquor Fund and the debt service budgeted for these projects is included in this budget.
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G. Office of the Director, ©4

Description: This program provides the administration and supervision for the department.

DLC BUDGET RECOMMENDATIONS
Based on the 1998 Maryland Attorney General’s opinion, the Council has determined it is more
effective to provide general comments on the DL.C budget (Working Capital Plan) rather than
recommending increases, decreases or deferring particular line items.

Staff Recommendations

» Approve the Department of Liquor Control FY14 operating budget as submitted by the
County Executive for $56,268,741.

» Request a briefing in the fall on the results of the contract with PFM (Public Financial
Management) to update DLC’s strategic business plan.

This packet contains: Circle #
Department of Liquor Control Budget 1
Department of Liquor Control Fiscal Plan FY15-20 7
Department of Liquor Control Annual Report FY13 8
Department of Liquor Control Performance Review — 2/19/14—CountyStat 25
Letter to County Executive from ABAB 33
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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 FY 15 Operating Budget for the Department of Liquor Control is $56,268,741, an increase of $944,185 or
1.7 percent from the FY 14 Approved Budget of $55,324,556. Personnel Costs comprise 49.9 percent of the budget for 255 full-time
positions and 155 part-time positions, and a total of 336.82 FTEs. Total FTEs may include seasonal or temporary positions and may
also reflect workforce charged to or from other departments or funds. Operating Expenses, Capital Outlay, and Debt Service account
for the remaining 50.1 percent of the FY15 budget.

The above projections and proposed expenditures form the basis for working capital decisions concerning 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 al! eight of the County Result Areas, the following are emphasized:

L2
o

A Responsive, Accountable County Government

o

% Healthy and Sustainable Neighborhoods
&+ Safe Streets and Secure Neighborhoods

+» 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 14 estimates reflect funding based on the FY14 approved
budget. The FY15 and FY16 figures are performance targets based on the FY 15 recommended budget and funding for comparable
service levels in FY16.

ACCOMPLISHMENTS AND INITIATIVES

& In FY15, Liquor Control will make an earnings transfer of $24 million to the General Fund and will make $10.1
million in debt service payments on Liquor Control Revenue Bonds for o total of $34.1 million.

&+ The department relocated its warehouse and 'offices to 201 Edison Park Drive in Gaithersburg. The new location
includes climate control, additional space, and updated accomodations.

& The department hosted a Nigh#time Economy Forum in 2013 that focused on developing a healthy balance of
safety and nightlife vibrancy to support the social experience of the County’s residents and visitors alike.

# Representatives from the department joined with the Responsible Hospitality Institute (RHI) to host a Sociable City
Leadership Summit. Experts and practitioners came together to review best practices to aid in planning, managing,
and measuring dining and entertainment districts.

Liquor Control Other County Government Functions 65-1 @
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Representatives from the department, Montgomery County Police, and the Keeping It Safe Under 21 Alcohol Use
Coalition hosted an "Ask the Experts” presentation. Students in grades 5 - 8 and their parents were given the
opportunity to "ask the experts" questions, voice concerns, or suggest ideas for preventing young people from using
alcohol. Attendees came away from this event feeling empowered to start the conversation at home.

K2
L4

The Division of Licensing, Regulation and Education (LRE) developed the Alcohol Law Education and Regulatory
Training (ALERT) in 2006, offering free education and best practices to alcohol license holders and their staff. Since
that time, ALERT has become a national model, and in 2013 LRE staff trained 650 individuals.

C/
L4

The department joined industry leaders to develop and print ID checking calendars for alcohol retailers in
Montgomery County af no cost to the County or to county businesses. The calendars contain monthly regulatory tips,
important licensing dates, and training schedules. The calendars were distributed to every licensed establishment
in Montgomery County.

C/
L4

DLC partnered with industry giant Anheuser-Busch to launch an educational effort aimed at alcohol retailers to
prevent underage drinking in Monigomery County during graduation season and into the summer months.
Retailer-focused materials, provided by Monigomery Eagle and Anheuser-Busch, were distributed by DLC as an
expansion of the award-winning “Keeping It Safe” public education campaign, which is designed specifically to
educate businesses and the community on alcohol laws and social host responsibility. The retailer-focused
materials include ID checking guides, clocks, clerk buttons and posters featured at the point of purchase reminding
retailers to be vigilant about checking IDs.

(/7
L4

Working with the Department of Technology Services (DTS), DLC is implementing GovDelivery, an Enterprise
marketing solution that offers customers and licensees a subscription to DLC marketing material. Material includes
promotions, specials, weekly and monthly flyers, courses, classes and training which are delivered via email to
subscribers.

s¢ The department moved the Monigomery Village store to a new location at Goshen Plaza. The design was done
in-house and the relocated store is already showing positive resulis.

#+ The department opened two new retail stores in Clarksburg and Seneca Meadows in FY14.
+¢ Productivity Improvemenis

- Five full-time alcohol inspectors manage nearly 1,000 establishments with a total of about four thousand
inspections done annually. Six types of inspection forms were previously used daily by inspectors, which were
difficult to read, provided no tracking, and made data collection impossible. As a cost effective, green
alternative, the department adopted the use of tablet computers with an electronic form. Both efforts eliminate
paper, provide easy tracking of businesses checked and inspection details, and create usable data summaries.
The department won a NACo Award for its iForm Builder project.

- The department developed a required alcohol awareness ftraining for all retail store personnel. This
state-accredited, classroom style training, focuses on preventing sales of alcohol to minors, recognizing the signs
of intoxication, and reviewing County-specific policies. This training results in a better understanding of laws
and policies by County employees and is an important step to keeping neighborhoods healthy and safe.

- Working with DTS, DLC is transitioning to a new supplier to provide network connectivity from the retail stores
back to the County data center. This will result in befter response time to network outages, which translates to
reduced system downtimes, improved customer service, and a better use of resources.

- The department is transitioning fo MefroFax to provide fax services af the stores resulting in a more efficient and
cost effective method to receive faxes.

PROGRAM CONTACTS

Contact Lynn Duncan of the Department of Liquor Control at 240.777.1915 or Dennis Hetman of the Office of Management and
Budget at 240.777.2770 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.
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Inventory as a Percent of ‘Cost of Goods Sold' (COGS} 15 14.2 16 16 16

inventory as a Percent of DLC Sales 10.45 10.1 12 12 12
Satisfaction rating of wholesale customers based on the DLC customer 2.97 18D 2.95 2.95 2.95
survey results!

! Average score on a 1-4 scale

FY15 Recommended Changes Expenditures FTEs
FY14 Approved . 7,918,151 68.02
Multi-program adjustments, including negotiated compensation changes, employee benefit changes, changes 796,755 -4,06
due to staff turnover, reorganizations, and other budget changes affecting multiple programs.
FY15 CE Recommended ) 8,714,906 63.96

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

FY15 Recommended Changes Expenditures FTEs
FY14 Approved 7,054,500 68.00
Multi-program adjustments, including negotiated compensation changes, employee benefit changes, changes -835,818 0.00 r
due to staff turnover, reorganizations, and other budget changes offecting multiple programs.
. FY15 CE Recommended 6,218,682 68.00 |

Retail Sales Operations
This program oversees sales of distilled spirits, wine, and beer to retail customers through the operation of retail stores (currently 22
County-staffed and operated and one contractor-operated) that are located throughout Montgomery County.

Actual Actuad Estimated Target Target
Program Performance Measures EY12 FY13 Y14 FY15 EY16
Retail sales as percentage of total sales na na na na na
Satisfaction rating of retoil customers based on the DLC cusiomer survey 3.2 TBD N 341 3.41
resulis?
1 Average score on a 1-4 scale
FY14 Approved 21,773,550 165.10
Increase Cost: Point of Sale Systern (POS) 484,022 0.00
Increase Cost: Retail Store Leases 196,140 0.00
Multi-program adjustments, including negotiated compensation changes, employee benefit changes, changes 2,105,408 5.06
due to staff turnover, reorganizations, and other budget changes affecting multiple programs.
FY15 CE Recommended 24,559,120 170.16

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.

FY15 Recommended Changes Expenditures FTEs

| FY14 Approved 190,650 0.00

Multi-program adjustments, including negotiated compensation changes, employee benefit changes, changes -190,650 0.00
due to staff turnover, reorganizations, and other budget changes offecting multiple programs.

FY15 CE Recommended 0 0.00
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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 and
monitoring efforts with various agencies, departments, civic organizations, businesses, and individuals to provide and coordinate
innovative programs and measures to ensure safe and vibrant communities relative to the service and consumption of beverage
alcochol.

Actual Actual Estimated Target Target
Program Performance Measures EY12 FY13 Y14 FY15 FY16

Annual alcohol compliance checks to minors {under 21)1 403 400 400 400 400
1 DLC performs different types of inspections. This meosure is under-age compliance checks, which comprise part of the total. The number of
inspections may vary by type from yeor to year.

FY15 Recommended Changes Expenditures FTEs
FY14 Approved 1,658,804 14.00
Multi-program adjustments, including negotiated compensation changes, employee benefit changes, changes -25,579 -2.00
due to stoff turnover, reorganizations, and other budget changes affecting multiple programs.
FY15 CE Recommended 1,633,225 12.00

Office of the Director

This program provides the overall direction for the Department.

- Actual Actual imaot T t T t
Program Performance Measures FCY;J; Fth‘Jg Est:;;zed :Yr;:; ; ;,Y? g
Percentage of Annual Sales Growth 4.81 2.3 3.5 3.5 3.5
Gross profit margin of DLC retail and wholesale operations (percent) 30 28.2 28 28 28
FY15 Recommended Changes Expenditures FTEs
FY14 Approved 570,256 2.00
Multi-program adjustments, including negotiated compensation changes, employee benefit changes, changes -58,198 0.00
due to stoff turnover, reorganizations, and other budget changes affecting multiple programs.
FY15 CE Recommended 512,058 2,00

Administration

This program provides accounting, financial and information technology services for the department. Finance and accounting staff
performs day-to-day accounting functions, special analysis and reporting, and the preparation and monitoring of the department's
budget. Information and technology staff provnde the design, operation, maintenance and protection of all information technology
initiatives for the Department.

FY15 Recommended Changes - Expenditures FTEs
FY14 Approved 16,158,645 21.70
Increase Cost: Preparation of Annual Financial Statements 39,300 0.00
Decrease Cost: ERP-Warehouse System Personnel Costs -183,000 -2.00
Multi-program adjustments, including negotiated compensation changes, employee benefit changes, changes -1,384,195 1.00
due to staff turnover, reorganizations, and other budget changes affecting multiple programs.
FY15 CE Recommended 14,630,750 20.70
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BUDGET SUMMARY

Actual Budget Estimated Recommended % Chgyg
FY13 FY14 FY14 FY15 Bud/Rec
LIQUOR CONTROL
EXPENDITURES
Salaries and Wages 18,987,259 18,425,077 18,425,078 20,985,210 13.9%
Employee Benefits 6,224,051 6,869,434 6,869,433 7,105,943 3.4%
Liguor Control Personnel Costs ) 25,211,310 25,294,511 25,294,511 28,091,153 11.7%
Operating Expenses 17,936,073 18,761,995 18,867,645 17,948,938 -4.3%
Debt Service Other 5,025,176 11,162,400 9,691,500 10,123,000 -9.3%
Capital Outlay . .0 105,650 0 105,650 —
Liquor Control Expenditures 48,172,559 55,324,556 53,853,656 56,268,741 1.7%
PERSONNEL
Full-Time 246 254 254 255 0.4%
Part-Time 55 63 43 155 146.0%
FTEs 324.02 338.82 338.82 336.82 -0.6%
REVENUES
Bag Tax 7,334 4] 0 0 —
Investment Income 278 0 350 680 —
Liquor Licenses 1,659,217 1,419,000 1,570,197 1,570,197 10.7%
Liquor Sales 75,154,801 74,249,675 75,154,801 77,033,671 3.7%
Miscellaneous Revenues -176,524 0 0 0 -
Other Charges/Fees 17,165 8,740 8,740 8,740 —
Other Fines/Forfeitures 232,499 220,560 220,560 220,560 —
Other Licenses/Permits 66,980 156,000 156,000 156,000 —
Liﬂuor Control Revenues 76,961,750 76,053,975 77,110,648 78,989,848 3.9%
GRANT FUND MCG
EXPENDITURES
Salaries and Wages 3,412 0 0 0 —
Employee Benefits 580 0 0 0 —
Grant Fund MCG Personnel Costs 3,992 0 0 [ =
Operating Expenses 819 0 0 0 —
Capital Qutlay 0 0 0 0 -
Grant Fund MCG Expenditures 4,811 0 [4] 0 —
PERSONNEL
Full-Time 4] Q 0 0 -
Part-Time 0 0 0 0 —~
FTEs 0.00 0.00 0.00 0.00 —
REVENUES
State Grants 4,811 0 0 0 —
Grant Fund MCG Revenues 4,811 0 0 [ —
DEPARTMENT TOTALS
Total Expenditures 48,177,370 55,324,556 53,853,656 56,268,741 1.7%
Total Full-Time Positions 246 254 254 255 0.4%
Total Part-Time Positions 55 63 63 155 146.0%
Totual FTEs 324.02 338.82 338.82 336.82 ~0.6%
Total Revenues 76,966,561 76,053,975 77,110,648 78,989,848 3.9%
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FY15 RECOMMENDED CHANGES

Expenditures FTEs
LIQUOR CONTROL

FY14 ORIGINAL APPROPRIATION 55,324,556 338.82

Other Ad|ustments (with no service impacts)
Increase Cost: Conversion of 95 Temporary Employees to Permanent Merit Posmons 1,744,678 0.00
Increase Cost: FY15 Compensation Adjustment 1,119,935 0.00
Increase Cost: Point of Sale System (POS) [Retail Sales Operations] 484,022 0.00
Increase Cost: Retail Store Leases [Retail Sales Operations] 196,140 0.00
Increase Cost: Group Insurance Adjustment 59,850 0.00
Increase Cost: Retirement Adjustment 55,179 0.00
Increase Cost: Preparation of Annual Financial Statements [Administration) 39,300 0.00
Increase Cost: Motor Pool Rate Adjustment 15,795 0.00
Increase Cost: Printing and Mail 10,538 0.00
Decrease Cost: Risk Management Adjustment -77,232 0.00
Decrease Cost: ERP-Warehouse System Personnel Costs [Administration] -183,000 -2.00
Decrease Cost: Elimination of One-Time Items Approved in FY14 -425,000 0.00
Decrease Cost: Debt Service -1,039,400 0.00
Decrease Cost: Retiree Health Insurance Pre-Funding Adjustment -1,056,620 0.00
FY15 RECOMMENDED: 56,268,741 336.82

PROGRAM SUMMARY

FY14 Approved FY15 Recommended
Program Name Expenditures FTEs Expenditures FTEs
Warehouse Operations 7,918,151 68.02 8,714,906 63.96
Delivery Operations 7,054,500 68.00 6,218,682 68.00
Retail Sales Operations 21,773,550 165.10 24,559,120 170.16
Retail Contracted Operations 190,650 0.00 0 0.00
Licensure, Regulation, and Education 1,658,804 14.00 1,633,225 12.00
Office of the Director 570,256 2.00 512,058 2.00
Administration 16,158,645 21.70 14,630,750  20.70
Total 55,324,556 338.82 56,268,741 336.82

FUTURE FISCAL IMPACTS

(5000's)

FY18 FY19

This table is intended to present significant future fiscai impacts of the department's programs.
LIQUOR CONTROL
Expenditures
FY15 Recommended 56,269 56,269 56,269 56,269 56,269 56,269
No inflation or compensation change is included in outyear projections.
Labor Contracts 0 333 333 333 333 333
These figures represent the estimated annualized cost of general wage adjustments, service increments, and associated benefits.
Labor Contracts - Other 0 -17 =17 -17 -17 =17
These figures represent other negotiated items included in the labor agreements.
ERP- Warehouse System 0 -180 -180 -180 -180 -180
These figures represent cost savings through the use of the ERP warehouse system.
Point of Sale System (POS) 0 -458 -458 -296 -458 -458
These figures represent cost savings realized from the POS System.
Retail Store Leases 0 188 381 579 783 992
The leases for 25 retail stores based on CPI assumptions including new locations in Goshen Crossing, Seneca Meadows, and Clarksburg.
Retiree Health Insurance Pre-Funding 0 -60 -147 -217 -306 =392
These figures represent the estimated cost of the multi-year plan to pre-fund retiree health insurance costs for the County’s workforce.
Subtotal Expenditures 56,269 56,074 56,180 56,471 56,423 56,546
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FY15-20 PUBLIC SERVICES PROGRAM: FISCAL PLAN - ‘ Liquor Control - o : .

Y14 ms Fris (33%] s (3553 FY20
FISCAL PROJECTIONS ESTIMATE REC PROJECTION PROJECTION PROJECTION PROJECTION PROSECTION
ASSUMPTIONS
tndirect Coel Rate - 10.00% 10.90%:; 10.00% 10.00% 10.00% 10,00% 10.00%
Pl (Fiscal Yaar} 1.8% 2.0%| 2.2% 2.5% 2.6% 2.4% 2.3%
Investment Incomse Yield Q.19% 0.35% 0.95% 1.55% 2.15% 2.85% 3.45%
BEGINNING FUND BALANCE 5,133,136} ' 7,498,834 3,054,025] 4,150,560 4,239,890 4,335,398 4,328,832
REVEMUES - -
Licenses & Parmits 1,726,197 1,726,197 1,764,519 1,808,984 1,856,561 1,901,675 1,945,033
Chorges For Services B,740 8,740 8,934 9,159 9,400 9,628 9,848
Fines & Forfeilures 220,560 220,560 225,456 231,138 237,217 242,981 248,521
Miscellansous 75,155,151 77,034,351 78,961,453 80,936,831 82,961,708 85,037,559 87,165,198
Subtatal Revenues 77,110,648 78,989,848 80,960,362 82,986,112 85,064,886 87,191,844 €9,348,401
INTERFUND TRANSFERS {Net Non-CIP) {20,891,298)]  (27,165,916) {20,616,356) £19,972,050) (17,931,374) {156,230,301} (14,656,693)
Tronsters To The General Fund {20,891,294) (27,165,916) (20,616,356} 19,972,050 [17,931,374) {16,330,301) {14,656,693)
Indicect Costs {2.529,450) (2,809,120} (2,840,540} {2,840,640] (2,840,540} {2,840,640} 2,840,640
Technology Modernization (275,964) (335,383) o 0 ) [ 0
Eornings Transfer (18,085, {24,021,413) (17,775,718} (17,131,410} {15,090,734) 113,489,661} 111,816,053}
TOTAL RESOURCES 61,352,490 89,322,766 63,398,031 867,164,722 71,373,402 75,196,941 79.140,739
PSP OPER. BUDGET APPROP/ EXP'S. ) i .
Ogerafing Budget (44,162,158} 48,145,741) (47,729,661} 49,515,311} {51,426,791) (53,314,231} (55,196,091)
Dabt Servica: Other {Non-Tax Funds enly} (9,691,500} {10,123,000) 11,712,820 (13,497,970) (15,409,450 {17,299,790) n 9,146.550)1
Labor Agreemant n/a [ (315,242 (315,242 {315,242 (315,242) 315,249
FFl Refiree Heolth Insurance Pra-Funding n/a n/a 40,380 145,690 216,520 305,890 392,150
FF\ ERP Warghouse n/a n/a 180,000 180,000 180,000 180,000 180,000
FFl POS /e n/a 437,892 457,892 296,043 457,892 457 B92
FF1 Retail Store Leases n/a n/a (187,900 (380,891) {579,084} (782,628) (991,668)
Subtotal PSP Oper Budget Approp / Exp's {53.853,656) (56,268,741} {59,247,371) {62,924,832) (67,038,008) {70,768,109) (74,619,509}
TOTAL USE OF RESOURCES (53,853,856)]  (56,268,741) (59,247,371) {62,924,832) (67,038,004) (70,768,109} {74,619,509)
YEAR END FUND BALANCE 7,498,824 3,054,025 4,150,660 4,239,890 4,335,998 4,428,832 4,521,230
END-OF.YEAR RESERVES AS A
PERCENT OF RESOURCES 12.2%) 5.1%) 5.5%! 6.3%; 5.1% 5.9% 5,79
1. These projections are based on the Executive's Recommended budget and include the revenue and resource assumptions of that budget. The projected future
expenditures, revenues, and fund balances may vary based on changes not assumed here to fee or tax rates, usage, inflation, future Jabor agreements, and other factors.
2. Fund Balance Policy equals one month's operating expenses, ane payroll, and $1,500,000 for inventory in cash balfance,
3. Operating budget expenditures grow with CPI.
4. Net proflt growth is estimated 3t 2.5% per year, «
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MESSAGE FROM THE i e
Honorable Istah Leggett i
Montgomery County Executlve

MISlah Leggett G
o MOﬂtSOmery County Excecmne

: It is thh pleasure that 1 present the 2013 Annual Report of Montgomeryv County s
: --fDepattment of quuor Control (DLC) : s iy

$239. mtllxon to the County s General Fund These monies help pay for teacher,_,:":
~ police and ﬁreﬁghter salaries and beneﬁts protectlon of the env1ron1ﬂent 1mportant,,i,_
_'_health mlttatlves, and much more. 2 A L

Th1s past year has seen a major ohange for the department when 1t moved 1ts ofﬁce
aw‘.and warehouse operattons to the Edison Park bulldmg on Route 28 in Rockwlle -'
- as ‘part of my Smart Growth Initiative. This move was aimed- not. only at improv-
s operattons but provtdmcr the department with much- needed addlttonal sforage

”-Spaee : e i ;

3 ‘Our DLC staff takes the responsxblhty of selling beverage alcoho] products ve;y ,
: ']‘senously and contmucs to promote moderation and responsible behavior. Iremain

extremely pr oud of the work performed by our staff as they p1ov1de a valuable ser—' ‘
~ viceinan mnovatwe and respons1ble manner. : '




Montgomery County is located adjacent to thc nation’s capital, Washington, D.C., and includes 497 square
miles of land area and 10 square miles of lakes and streams. The County is the second largest jurisdication in
the region, accounting for eight percent of total population in the Washington, D.C. metro arca.

People come to Montgomery County because of its renowned quality of life. Our residents value our urban
centers, our agricultural communitics, and our suburban ncighborhoods.

Department Highlights:




Chief of Administration

Sunil Pandya

Administration (budget, HR, facilities)
Finance (A/P, A/R. pricing, financial reporting)

Information Tec-hnology (wholesale, retail, LRE and financial)

Chief of Licensure, Regulation and Education

3‘:.i(él’;l.'~§ )[U?)i;!

Licensure and Staffing for the Board of License Commissioners
Regulation (alcohol and tobacco inspections)

Education, Training, Development of Community Alliances

Chief of Operations

Gus Montes de Oca

Purchasing and Customer Service
Wholesale Operations (sales, warchousing and delivery)

Retail Operations (salcs, promotions and marketing)




lam plcm.cd to rcpoxt the Mont;:,omety County MD Dx.pdrtmcnt of quuOl' Control had cmothcr strong? year -
in FY 2013, and on a number of fronts. We experienced modest sales growth; accomplished our long-term
B coal of relocatmg to a new warehouse and headquancrs facility; and contmued to im prove our operatmns S
] and oommumty outrc'ach Lﬁ”orts wrthout lnorcasmﬂ our workforoe - ~

For the fiscal vear endmg June 30,20 13 DLC saw a 2. 42% mcrease in total sa!es over the prewous year dhe
: Our m.twork of County- owned and operated retail stores reported sales of $122 158 306. This represents -
a2.54% increase over FY12. Our wholosale operations had sales of $134, 537 542 : _.Wthh was a 2.32%
b tuc.rcaw over the previous year. Our gross sales revenue was $256, 693,848, Our dopartmcnt controls the
1strtbut|on of all bcvcmgc dlCOhOl in ‘Vlontgomcry (Loumy ‘beer, wine and liquor, Among these segments of the drink: ndustry, L
 distilled spirits was the: category that easily set the pace for increasing sales and revenues. The numbet of ar:tua! dibttllcd spmts oaqes
sold throughout our. system thls year Jumped by nearly four percent (3. 97%) over EY T2, v ol

~We are also m.hlevcd a long-anttupatcd strdteglc 1mprovr:mcnt in our opt,rattona. by rolocatmg to a-new. tactltty Out’ ew 210 000
sq. ft: warchouse is a tremendous tmptovemcnt — for both our employees and our inventory — compared to our old facnltty where
- weoperated for ncarly 40 years. Our new larger warchouse is completely climate-controlled, allowing for proper storage conditions
for all types of products, including fine wines. We relocated our entire inventory, as well as all our warehouse and office staft, to the
new property durmg June and July. DLC personnel planned and pert‘ormed the enttre relocanon m-house using our own DLC crews
~_and staff for all aspects of the move. Of course, this major undertal\nu, was accomplished while we suiiultaneously continued our

-normal demanding day-to-day operations. T am very ])roud of the way our dedicated cmployccs were able o pt.rform well above and
"beyond their normal duties and accom plish this “once in-a career” pro;ect in such an efficient manner. (Our new: address Montgo

- ery County Dcpartmcnt of Ltquor Control 201 Edmon Patk Brive, Gmtht,rsbutg 'VID 20878)

I am also proud to report that we recently 1ssued another $47 Million in Montgomery County Ltquor Control Revenue Bonds
: through the national financial markets. This latest i issuance brings the tota.l amount of DLC bonds issued to $129 Mtlhon Ttis very
~ gratifving to have our history of. strong pcrformance and sound management and financial practlces valldated by expert third party
- analysts. The S&P published Summary stated: “Standard & Poor’s Ratmg Services raised its undt,riymg 1ating on. Momtzomery"“

- County, MD's Department of Liquor Control (DLC) revenue bonds one notch to ‘AA’ from ‘AA-‘, based on the county $ lnstory of
maintaining very strong debt service coverage from pledged revenue, and strong sales growth debpllﬂ the national recession. At the

same time, S&P assigned its ‘AA’ long-term rating to the county 8 20]3 revenue bonds. The outlook is stable. ’Ihe mtmg summary -

further stated:™ “The DLC has t,onsxbtemly gcnuatud positive operating results zmd has contributed more than $244 Million to the f
'countv s t_,cneml fund in the past. ten yeaxs Total sales ohlooholu, beverages m the ooumy ha\e grown exery ye.tr since 2001 Bt

Lastly, I am very pleascd to. report that Montgomcry County DLC, again thts ycat was honowd by thc thtonal As ’cmlton of

Counties ( NACo) with two ofits’ prestigious “NACo Achievement Awards.” The first award recogmzed our “1 Pad/I Form Alcohol
lnspecuon Project.” This projecl greatly 1mproved the way our a.lcohol 1nspectors conduct field reguhtorv inspections. er differ-

. ent types of carboned inspection forms were. previously used daily by inspectors. The carbon copies were often difficult to read, .

there was no tracking available and data collection was impossible to compile. As a cost effective, green alternative, DLC adopted
_a user-friendly device (the I Pad); and mp[tt.dtton (I Forms), that allow for an elimination of paper, tracking of businesses checked ‘.
i inspection detatls and creates u:,ablc dzm summanes ’I'he syutem '1!50 has the ablltty to- mtggratc thh a case management aystemr
for futurc me : S iR

e The second NACo Award recogmzed the Montgomer) County DLC “thhmme Economy Forum” held in July, 2012. The forum -

~was convened to consider strdteyes for dcvelopmg, a healthy balance of safety-and ni ghthfe vibrancy, and to support t the socml 6X-

i periences in the County. The award stated: “The. Forum focused on ways to grow community services, reduce crime through safety
B ”coordmatton. revitalize busmess dt St

¢ts by dnvmg foot traffic and enhance the quality of life for restdents and visitors. lntegratmg

-potential social interaction into rwttahz*stnon and. dwelopmont planning can result in a stronger and more vibrant soc 'al economy,
with less impact on city and county resoutces for management. The forum brought together experts and development leaders to
tmplomem pro-business solutions to ateas within. Moutgomory County. Seekma soluuons as a group has encouraged County agen-
“cies to work as a *Concicrge (:ovcmmt.nt workmg to-grow: but.mesbes and um,urc satcty plans aloobol pohcxes and sorvmg asa.

; re>omce by oducatmg, on: best’ prdbtlceb ot Ao ; - :
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Montgomery County is proud to be one of the control jurisdictions
and belicves that it has successfully achieved the delicate balance
of...

# Providing high-quality products and services
to customers; '

® Jmproving the overall safety of communities
through education, regulation and enforce-
ment; and

® Gencrating revenue for transfer to the General|
Fund to pay for important resident services.

What are the benefits of control systems?

First and forcmost, alcohol rcgulatory systems and its individual
regulations protect public health and safety. Excessive drinking
usually causes harm to the user and innocent bystanders. For this
reason, alcohol, being a unqiue product, should be controlled.

Control systems keep prices balanced, inhibits agressive sales prac-
tices, and allows small and large business operators to be profitable.
Further, these systems enforce many provisions that create signifi-
cant amount of revenue for their governments, provides ample fund-
ing for programs (including seller/server training) that other systems
cannot match. Control states produce $155.5% more revenue per
capita on the products controlled than do license states. This rev-
enuc gocs back to the communitics the control systems scrve. Com-
munities apply the revenue when it's needed. In summary, control
systems encourage drinking alcohol moderately by hindering exces-
sive use. They also generage revenue for the respective state and its
residents.

Today, 28 percent of the total U.S.
population operates under the
control mode.

Revenue Generated

The Control Systems Generate 102% MORE
Per Gallon Revenue Than License States.
Control States:  $22.18 per gallon (spirits)
License States:  $10.53 per gallon (spirits)

Sacial Costs Reduced

The Control Systems Consume 15.8% LESS
Distilled Spirits Than License States.

Control States: 1.6 gallons per capita (spirits)

License States: 1.9 gallons per capita (spirits)

Lives Saved

The Control Systems Experience 9.3% LESS
Under 21 Impaired Driving Deaths Than

License States.
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Montgomery County was recently recognized by the National Association of Counties (NACo) for
implementing innovative county government programs to better serve area residents.

Liquor Control won a NACo Achievement Award for the Ipad/Iformbuilder Alcohol Inspection Project.

The Montgomery County Department of Liquor Control licenses county businesses to sell and serve alcohol.
Along with the salc and distribution of alcohol comes the responsibility to regulate the salc of alcohol to ensure
public safety. Five full time alcohol inspectors manage nearly 1,000 establishments with a total of about four
thousand inspections done annually. Six types of carbon copy inspection forms were previously used daily by
inspectors. The carbon copies were often difficult to read, there was no tracking available and data collection was
impossible to compile. As a cost effective, green alternative, the Department adopted a user friendly device, the
IPad and application, [formbuilder, that allow for an elimination of paper, tracking of businesses checked, inspec-
tion details and creates usable data summaries. The system also has the ability to integrate with a case manage-
ment system for futurc use.

The TPad and Iformbuilder system allow for tracking and file sharing. It enhances work flow and reduces errors
through auto populate features. The device can be used with or without an internet connection and is secure.

Accessible, user friendly information allows for an expedited process and increases accountability.

This green program increases the rate of alcohol inspections done, tracks outcomes, work flow and manages
funds. Using technology to streamline the alcohol inspection process has modernized the way the inspection
process is conducted allowing for quick access, uscr friendly forms, live tracking of inspections, and increascd
accountability. The ability to intcgrate with a case management system allows for future advancement ot technol-
ogy and the promisc of a more effective system of recordkeeping.

oy
Program outcomes also include; i ﬂ '
. Less paper usage; -
’ Live tracking of inspections as they occur;
. An intuitive, easy to use portable system;
. Data collection;
. Reduction of error due to self populating forms;
. Secure applications that can be shared electronically; and
. Enhanced enforcement staff productivity; allowing inspections to be recorded faster.

The Department won a NACo Award for its Nighttime Economy Forum.

The Division of Licensure, Regulation and Education within the Montgomery County Department of Liquor Con-
trol hosted a Nighttime Economy Forum in July of 2012, focusing on developing a healthy balance of safety and
nightlife vibrancy, to support the social experience of the County’s residents and visitors alike.

The forum focused on ways to grow city services, reduce crime through safety coordination, revitalize business
districts by driving foot traffic and enhance the quality of life for residents and visitors. Integrating potential social

‘interaction into revitalization and development planning can result in a stronger and more vibrant social economy,

with less impact on city and county resources for management. The forum brought together experts and develop-
ment leaders to discuss ways to implement pro-business solutions to areas within Montgomery County.

,;-
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Annual Sales Growth
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Annual Grow_th Sale

Contributing factors to mceting growth targets are
the high level of customer satisfaction in retail stores
and wholesale delivery operations, while restricting
factors include an overall national trend that point to
flattening consumption, tight economic restraints,
and our limited advertising strategy that reflects the
County’s role in this business operation.

Product Depletions
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Fiscal Year
-4 % Annual Retall Sales Growth - % Annual Wholesale Sales Growth

Cost of Goods Sold to Sales

Cost of goods sold to sales is a measurc of the gross
profit margin. Our goal is to maintain a gross profit
margin of twenty-cight percent across all segments.
Contributing factors are sound management of prod-
uct sclection, tight inventory control and competitive
pricing; while restricting factors include the growing
interest in more modetly priced items, in-house cost
escalations such as funding negotiated compensatory
cxpenses, and other increcasing costs such as retail store
lcases and utility costs, which are rising well above any
increase in sales. ;

Product Depletions

A Misc.

O Beer Cases




BBSUIIS: Financial Information

Net Sales (in millions) FY09 through FY13 Income from Operation (in miltions) FY09 thru FY13

FY09 FY10 FY11 FY12 FY13 FY09 FY10 Y11 Fy12 FY13

Liquor Control’s sales from continuing Liquor Control’s income in FY 2013 was
operations in FY 2013 were $256.8 million $34.5 million

Yearly General Fund Transfers
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Year

Liquor Control’s transfer to the General Fund in FY 2013 was

$25,729,463
‘
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Sales in Total and by Division, FY 2004-2()1 3

Tﬂll 10 Spirit Brands Tﬂn !0 Wine Brands

1. Smirnoff 1. Barefoot

2. Bacardi 2. Sutter Home

3. Jack Daniels 3. Yellow Tail

4. Grey Goose 4. Woodbridge

5. Absolut 5. Beringer

6. Aristocrat 6. Franzia

7. Captain Morgan’s 7. Concho y Toro

8. Johnnie Walker 8. Carlo Rossi

9. Gilbey's 9. Lindeman’s

10. Burnett’s 10. Kendall Jackson :

Beer Brands
1. Corona 6. Coors Light
2. Heineken 7. Budweiser
3. Miller Lite 8. Milwaukee’s Best
4. Bud Light 9. Yuengling
5. Modclo Especial 10. Sam Adams




_ ReSHS: Finsncial Information

General Fund Transfers

$25,729,463

$245,913,315

$28.503.717 | $220,183,852
$26,206,170 | $191,680,135
$29,043,280 | $165.473.965
$30,410,060 | $136,430,685

$22,168,275

$106,020,625

$22,149,050

$83,852,350

$20,698,760

$61,703,300

$20,503,510

$41,004,540

$20,501,030

$20,504,030

Liquor Control contributed over
$245 million to the General Fund in
the last 10 years.

Cumulative General Fund Transfers
FY2004 - FY2013
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Division Overview

The Montgomery County Department of Liquor Control (DLC), as a
“control jurisdiction” facilitates the wholesale distribution of beer, wine
and spirits to approxmmately 1000 licensed establishments in the County.
Along with the sale and distribution of a controlled substance comes g
responsibility to educate and support the establishments served to ensure
the safety of Montgomery County residents and the vitalify of bicensed
businesses, The Division of Licensure. Regulation and Education (LRE)
s one the three divisions within the DLC. Within this division there are
Thxet oﬁmcx that work closely together. the Licensure Ufhce the Regula-
fice e and the Lmnmumi\ Outreach/Educatior

Licensure Office

The Licensure Office processes alcoholic beverage license ap-
plications (new, transfer, one-day, renewals) in compliance with
Article 2B of Maryland state law and the Rules and Regulations
of the Board of License Commissioners (BLC). Licensure staff
assists applicants throughout the application process from initial
inquiry through license issuance and beyond, and provides staff
support to the BLC. The Licensure Office is also involved in
issuing violation letters, collecting fines, and scheduling show-
cause hearings before the BLC.




tiscty
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Alcohol Law Education and Regulatory Training

The LRE tcam at Liquor Control developed and
provided a free-of-charge ALERT (Alcohol Law
Education and Regulatory Training) program in
English and Spanish. Designed to educate serv-
ers, sellers, management and owners of licensed
County businesses in alcohol beverage regulatory
compliance, the training program is offered twice a
month to all County busincsscs (or potential busi-
nesses). This program has been recognized as a
valuable resource to the business community, and
is being mandated by the Board of License Com-
missioners and by District Court Judges hearing
cascs of individuals cited with alcohol violations.
In Fiscal Year 2013, 650 individuals were trained
in ALERT by the LRE team.

Social Media

In Fiscal Year 2013, DLC stcpped up cfforts on so-
cial media in an effort to increase and enhance the
sharing of information rclated to DLC. Facebook
and Twitter are the preferred communication for
personal use and has now become a main commu-
nication outlet for business (government, private
companies, news, sports, etc.) [EE—_G

‘How to Apply’ Brochure

The “How to Apply for a New or Transfer Annual
Alcoholic Beverage License in Montgomery Coun-
ty, Maryland” brochure is available on the depart-
ment’s website or in hard copy from the Licensing
Office. The brochure consolidates a great deal of
information that hclps applicants for new or trans-
fer annual licenses as they go through the applica-
tion proccss.

i
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Collaborating with Others

The Division of Licensure, Regulation and Educa-
tion hosted national and statewide forums, spoke
at national conferences, and organized community
meetings in fiscal year 2013. Some of the events/
conferences included the 11th Annual Responsible
Retailing Forum National Meeting, Maryland Al-
cohol Licensing Association (MALA) Conference,
Sociable City Leadership Summit, National Alco-
hol Beverage Control Association (NABCA) Ad-
ministrators Conference, Safety Alliance Network
Mectings, and the Maryland Statewide Alcohol
Beverage Forum.

The Department of Liquor Control thanks industry
partners for their support in fiscal year 2013, Syd-
ney Frank, Diageo, Anheuser Busch, and Reliable
Churchill

11
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gﬂﬂﬁ!ﬁiﬁ, On Salety

Montgomery County Is Keeping it SAFE
' Fiscal Year 2013 !
“Alcohol and Tobacco Compliance Checks

Alcohol Regulation

Recognizing that alcohol licensed businesses are the first line of defense in reducing the availability of alcohol
to youth under 21 years of age, and/or intoxicated individuals; and to maintain keg registration a comprehensive
compliance, DLC developed an effective compliance check program. A compliance check involves youth under
the age of 20, using their own vertical ID, who attempt to purchase alcohol at a Jicensed establishment or through
room service at a hotel or motel. Alcohol Inspectors and Police conduct compliance checks in tandem delivering
both an administrative violation against the liquor licensee and a criminal citation to the individual seller/server
for failed compliance.

Protocol- Maintaining a consistent protocol is the basis of a successful compliance check program. All underage
volunteers are checked to ensure the only belongings on their person at the time of an attempted purchase is their
valid ID, a cell phone for safety and buy money funded by the Licensure, Regulation and Education Division of
the Department of Liquor Control. Age enhancements such as facial hair, provocative clothing, and sun glasses
are unacceptable. UV’s attend an extensive training that includes detailed protocol as well as role playing.

Tobacco Regulation
Annually, the Montgomery County Department of Liquor Control conducts tobacco compliance checks to reduce
tobacco sales to minors under the age of 18; and to ensure product placement laws are followed. In Fiscal Year
2013, 200 inspcctions were conducted. Out of thosc 200, 71 locations sold tobacco products to the UV, 41 of
those locations checked the UV’s identification and still made the sale, with the remaining 30 locations not check-
ing the UV's identification. '

Compliance Checks for
Underage Tobacco Sales

Compliance Checks for
Underage Alcohol Sales

Number
Checked

Number
Checked

Number
Sold

Number
Sold

Compliance
Rate

Compliance &
Rate

Compliance Team:
Montgomery County Department of Liquor Control,
Montgomery County Board of License Commissioners,
Montgomery County Police Department,
Montgomery County Sheriff’s Office. and the
Montgomery County State’s Attorney’s Office.
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Along with the sale and distribution of a controlled substance comes a responsibility to educate and support
the establishments served. The Community Qutreach/Education Office consults with and assesses establish-
ments to keep businesses on track. Helping communities flourish through the promotion of alcohol laws,
public awareness and responsible hospitality practices are priorities. Below is a partial listing of programs and
efforts. -

% The Community OQutreach Office builds Business Alliances to support safe and vibrant
communities. Business Alliances serve as a community based umbrella organization
under which local business owners work with State, County and City governments to
customize and implement comprchensive prevention, education and enforcement pro-
grams that address alcohol abuse, drinking in public and related community concerns.
Alliance initiatives have a direct impact on the ncighborhood’s alcohol related social
issues.

® The Outreach Office supports multi agency efforts through grant writing and re-
porting. In FY 2013, grant funding totaled nearly $25,000. Grant programs include
funding for a Cops in Shops® Program, ID Checking Calendars for Retailers, So-

ciable City Leadership Summit, frec ID training to licensees, hosting an Nighttime

Economy Summit, production and distribution of ID Checking tools such as black

lights and educational keychain cards, as well as staff attendance at state and national
conferences. Additionally, in kind materials from partners, such as ID books, age veri-
fication clocks, We Don’t Serve Teens materials and other educational resources were
distributed in monthly educational trainings. These in kind services are valued at over
$50,000.

® The Department of Liquor Control has developed a Safety Alliance Team to work
with businesses licensed to sell/serve alcohol in the County. This informational network
of regulatory and code compliance agencics, related organizations and licensees are
concerned with the impact of dining, entertainment and special events on public health,
safety and quality of life. The Safety Alliance shares resources to assist busincsses in
the licensing process and, once established, helps them become better informed about 8
their roles and responsibilitics. This is accomplished through the review and creation
of licensing process flows and information dissemination. Additionally, the Alliance
provides a mechanism to monitor complaints and violations of existing businesses.
The meetings also serve as a networking opportunity.

® Throughout the year, the Outreach Office creates and promotes the “Keeping it Safe”
public education campaign. This campaign outreaches to both the hospitality industry
and the community with educational materials such as ID checking calendars, signage and
a responsiblc hospitality newsletter. A social host responsibility campaign titled “Adult
Host Responsibility” is promoted through out the year through print materials and speak- §
ing engagements. Aiming at changing the culture, social host responsibility promotes pa-
rental communication and zero tolerance for underage alcohol use. An online e-newsletter,
Safenet, is geared towards county parents on youth alcohol prevention. Safenet currently serves hundreds of
county parents and all Montgomery County PTAs.

® The Outreach Office distributes monthly newsletters targeting different audiences including SAFEnet, LRE Bul-
letin, Newslink, and one page resource tip flyers.

® Point of sale materials are available to all county licensees at no charge through the Outreach Office and include:
ID Checking Calendars, Point of Sale Materials, and brochures on different alcohol topics.
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Montgomery County Department of Liquor Control looks to the future with great optimism and enthusiasm. As
promised this year’s report is coming to you from our new warehouse location. We now have an efficient climate
controlled warchouse, which will give us the space we nced for years to come as well as the environment our
products require to maintain their integrity.

We continue to leverage technology advances to streamline our operations, having completed “Phase II"" of our
point-of-sale system installation that has given us the ability to offer gift cards, which are popular year around.

Year end finds us immersed in completing the design of an ERP warehouse management system, which will mod-
crnize all warchouse processcs including pricing, purchasing, ordering, receiving and storage of inventory, rout-
ing and delivery. Using the same ORACLE platform as the remainder of the County, we will be able to integrate
these functions with A/P and will have greatly enhanced reporting capabilitics.

We completed the move of our Montgomery Village store to a new shopping center in Goshen Plaza and will be
presenting our up-County customers two new stores in FY14 — one in Seneca Meadows and one in Clarksburg.
These up-and-coming areas have been underserved and these beautiful new stores in shopping centers anchored
by popular grocery chains go far to rectify that situation. As always, we shall continuc to look for opportunities
to provide new retail locations and update the look of our present sites for the pleasure of our customers.
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Original item Description
Meeting Date

2/10/2012 - 10/ O!2'OT3, . CountyStat wnll work with DLC to evaIuate Ieasmg aptnons in lieu of
: Lh=m ' purchasmg the dehvery fleet :

1 0{25/20?12'.{ 1002412012 Benchmark measurements agamst'avallab[e» natlonat'or major trade
PN T L L R ”_;assomatlon data

Cou ntyStat
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Review
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Headline Measure 6: Percentage of Licensees That Fail
Compliance Checks |

ptes SR S T I T R R R R
L]

Factors contributing to current performance: Percentage of Licensees Failing
*  Customers have a resource in the LRE staff 100.0% Compliance Checks
»  The Department offers free twice-monthly ALERT :
trainings and has information online and in 90.0%
brochures 80.0%
= The Department works in the community 70.0%
_ 60.0%
Factors restricting improvement: 50.0%
. High turnover rate of employees in licensed 40.0%
establishments requires constant training 30.0%
. Licepsges from other parts_; o-f the world do not 20.0%
realize importance of restrictions
. Profit motive tempts the sale 10.0%
0.0% x ; ;

s FY11 FY12 . FY13 FY14 FY15 | FY16 .
Performance improvement plan:

»  The ultimate responsibility lies with the license Actual - - Projected
holder and their staff. The Department will continue
to offer its trainings and will continue to provide NN NAARN RAZERN RAZEH ACaN AZil 2N
resources to licensees and the community.

Collaboration with community leaders, police and
businesses will continue.

Projection  -20.0% 20.0%  20.0% . 20.0% 20.0% 20.0%

Performance in this area is diverging from projections. The percentage of licensees
failing compliance checks is growing.

. CountySta

Review
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Headline Measure 7: Number of Annual Alcohol Compliance
Checks for Sales to Minors (Under 21)

Percentage of Licensees Failing

Factors contributing to current performance: Compliance Checks

. Compliance checks for sales to minors are a priority 450

400

Factors restricting improvement: 350

@ Time 300

- 250

Performance improvement plan: 200
=  The department continues to conduct compliance

checks for sales to minors 150

100

50

o ¥ i 4 E]

FY11 FY12 FY13 FY14 | FY15 FY16 '

Actual « « Projected

- FY11 | Fy12 | FY13 | Fy14 | Fy1s | Fyte

Y R 4
03

400 400 400 400

Pfojé’c_tion i

Performance in this area remains satisfactory.

;;g:@\é CountyStat
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Sales Growth
(FY11-FY13)

Silver Spring 878.252.00 e et chy

ington
~ Walnut Hill

White Oak $4,419,123.00 $4,638,038.00 $4.766,146.00 o
Source: DLC Comparative Sales Anaiysis Report (Unaudited) CountvS
DLC Performance 30 5119/2014 ——

Review




Comparative Store Sales FY11 - FY13

Sales Growth
(FY11-FY13)

_-_-$7,..,'_:92:8 $8,187,946.
$7,843,494.00  $8,149,584.00

Diamond Square™ - $1.929,002.00

*Montgomery Village store moved to Goshen in FY13
**Diamond Square is no longer operational

5, Does not include two new stores: Seneca Meadows and Clarksburg
. Source: DLC Comparative Sales Analysis Report (Unaudited)

DLC Performance . 31 2/19/2014

- : Review
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# Avg Response

The FY13 overall average rating was 3.23.** The inclusion of communications
related questions in the average score drives performance down.

*CountyStat and DLC did not receive results from Hampden Ln. and Olney. -
**Scale: 1 = St Disagree; 2 = Di ; 3 = Agree; 4 = Strongly Disagree; Answers of N/A removed for statistical lati
e_ rongly isagree, 2 = Disagree : g ongly Disag nswi are i E% ﬁﬂ%‘ﬂi

DLC Performance 50 5/19/2014 o
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Pike
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Goshen
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# Avg Response

While performance improved from FY12 to FY13, the overall average remains below 3 *
special orders and may be areas for focused improvement. Again, CountyStat recommends that
communications questions be omitted from the calculation of the Wholesale Customer Satisfaction Score.

™y *Scale: 1 = Strongly Disagree; 2 = Disagree; 3 = Agree; 4 = Strongly Disagree; Answers of N/A are removed for gtatistical calculations
y . _Source: DLC Wholesale Customer Satisfaction Survey Counthtat
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ALCOHOLIC BEVERAGES ADVISORY BOARD
Isiah Leggett
County Executive

February 24, 2014

The Honorable Isaiah Leggett
County Executive
Montgomery County Maryland
101 Monroe Street

Rockville, MD 20850

Re: Delivery Trucks for the DLC

Dear Mr. Leggett:

On behalf of the Alcoholic Beverages Advisory Board (ABAB), I write to urge support for
improvement in the quality of delivery trucks used by the Montgomery County Department of
Liquor Control (DLC) to deliver alcohol beverages to licensed retailers in Montgomery County.
We encourage you to consider either an increase in the DLC’s budget to provide for structural
improvements to the existing fleet of trucks, or grant DLC the ablhty to enter into a lease
agreement for new trucks.

For over a year now, some of our licensee retailers who serve on the ABAB have documented
and provided information regarding the poor quality of the delivery trucks. The main issue is that
that trucks are not weatherproof, and when it rains, they often receive deliveries that have
extensive water damage to the product packaging and products. If they cannot accept the
products for sale in the condition in which they arrive, they are forced to return the products to
the DLC, and in the case of seasonal products, often miss the opportunity to sell the products as a
new delivery does not arrive in time or there is limited inventory to begin. Attached to this letter
are a few photos that highlight some of the issues with the delivery trucks.

It is our understanding that DLC trucks are currently owned by the County, and the current
budget only allows for two trucks a year to be replaced or upgraded. At this rate, it will take 20
years to completely replace the current truck fleet that the DLC uses for its daily deliveries to
businesses within our County.

201 Edison Park Drive ® Gaithersburg, Maryland 20878 & 240-777-1900 e fax 240-777-1968
www.montgomerycountymd.gov



http:www.montgomerycountvmd.gov

We value the control system for alcoholic beverages in Montgomery County, and we must
ensure that both our customers in our retail stores as well as private retailers receive a high
quality of service from both the distribution and retail side of the business. With our new
warehouse, we are becoming state-of-the-art in the control and distribution of alcoholic
beverages, and we should not allow leaky delivery trucks to detract from our professional
standards and customer service.

We hope these comments are helpful to you and will encourage your office to support either an
increase in the DLC budget to make appropriate repairs to the delivery trucks or preferably the
implementation of a mechanism by which the trucking fleet can be replaced quickly and
efficiently over the next year.

Sincerely,

:/]72 W VA .
1-&&5%{‘:“{:‘\“ .'J“( s %“G\}ﬁq\x ,(_,”\3_}5,(‘(
p P

'
- Rebecca L. Ramirez, Chairperson
Alcoholic Beverages Advisory Board

Enclosure: Photos of conditions of delivery trucks

Cc:  Councilmember Phil Andrews
Councilmember Roger Berliner v/
Councilmember Cherri Branson
Councilmember Marc Elrich
Councilmember Nancy Floreen
Councilmember George Leventhal
Councilmember Nancy Navarro
Councilmember Craig Rice
Councilmember Hans Riemer



Enclosure: Photos of delivery trucks and merchandise

Delivered merchandise with extensive water damage




Enclosure: Photos of delivery trucks and merchandise

e,

. W
Delivery truck with rusted back door where water can enter
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