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MEMORANDUM 

TO: Public Safety Committee 

FROM: Justina J. Ferbe~ative Analyst 

SUBJECT: Briefing - OIG RW~rt Number 14·006 
Department of Liquor Control 
One.Day Alcoholic Beverage Licenses 

Those expected for this discussion: 

Edward L. Blansitt, III, Inspector General 
Rachel Ondrik, Assistant Inspector General 
George Griffin, Director, Department of Liquor Control 
Kathie Durbin, Chief of Licensure, Regulation and Education, DLC 

The Inspector General (IG) will present results and answer questions on OIG Report 
Nwnber 14-006. The report docwnented and analyzed the policies, procedures, and internal 
controls specifically related to the issuance of Class C, Special Alcoholic Beverage 
Licenses, commonly referred to as "One·Day" licenses. The objectives of the review related 
to the issuance of One-Day licenses were to: 

• 	 Evaluate DLC's current policies, procedures, and related internal controls from 
the standpoint of effectiveness, efficiency, and safeguarding of assets; and 

• 	 Determine whether there are any violations of law or regulation in the current 
procedures. . 

A copy of the IG's briefing materials are attached at ©l. OIG Report Nwnber 14-006 
includes seven findings and nine recommendations which are listed below. The response 
from the Chief Administrative Officer (CAO) to the findings and recommendations is at 
©19. Also, CAO responses and additional comments from the IG on those responses are 
included in the OIG report after each fmding and recommendation. OIG Report Nwnber 14­
006 is attached at ©6. 

Finding 1: 	 One-Day licenses are issued without a license number. 

Recommendation: 1. One-Day licenses should bear sequential license numbers. 

Response: ©9 - Snippet: DLC has ordered pre-nwnbered license paper. 

Finding 2: 	 Issuance of One-Day licenses is authorized by the LRE Division Chief 
without Board approval. 



Recommendation: 2. Under current Maryland law and Board regulations, only the 
Board should approve One-Day licenses. Applicants who do not apply for licenses 
within the published time constraints should be denied. 

Response: ©10 Snippet: The CAO did not agree with this fmding and 
recommendation and suggested there was a fundamental misunderstanding or 
misinterpretation ofMaryland laws and regulations governing special event One-Day 
licenses. The County will request an advisory opinion from the Maryland Attorney 
General. 

Finding 3: 	 Licenses were issued to two local non-profit organizations at an amount 
less than that required by law. 

Recommendation: 3: All One-Day license applicants should be required to pay the 
fee codified in Maryland law. If DLC believes discounts are appropriate, it should 
seek a change in legislation. 

Response: ©12 - Snippet: One-Day licenses are issued only to non-profit 
organizations. One-Day licenses were never discounted. The new Montgomery 
County Community Performing Arts License was available July 1,2014. 

Finding 4: 	 Additional LRE One-Day license procedures appear to conflict with law or 
regulation. 

Recommendations: 
4. DLC should align its practices with the requirements contained in Maryland law. 
DLC should consider the need to request that the Maryland Code be amended to 
exempt One-Day licenses from the notice and posting requirements. (Anne Arundel 
County has such an exemption.) 
5. The DLC and the Board should ensure consistency between the Maryland law, the 
Board's Regulations, and current practices. 

Response: ©14 - Snippet: In the future, DLC will issue separate, numbered 
licenses for each event up to seven consecutive days. Article 2B, Section 13-101 
currently exempts One-Day license holders from the requirement of Alcohol 
Awareness certification. The Board of License Commissioners will consider adding 
the exemption to the County Rules and Regulations. In the future DLC will explicitly 
cite the existing exemption found in State law (Article 2B, Section 13-101) in the 
County BLC license application materials and LRE process documents. 

Finding 5: 	 Checks received from One-Day license applicants are not deposited daily, but 
instead are stored in an open, unlocked area until the Board considers the 
application. 

Recommendations: 
6. All checks received by LRE should be immediately restrictively endorsed. 
7. All payments received, including checks accompanying license applications, 
should be deposited daily. 
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Response: ©16 - Snippet: Effective immediately, all checks for One-Day license 
applications will be restrictively endorsed (stamped) upon receipt and kept in a 
locked cabinet. Also, DLC adopted a policy of making a bank deposit on a routine 
basis. 

Finding 6: 	 One-Day license applications and fees received are not recorded at the time 
that they are received. The accounting entry for One-Day license applications 
is made after the Board considers the application, as a lump sum amount 
covering fees of all applications approved. 

Recommendation: 8: LRE should maintain a daily log of all One-Day license 
applications received. This entry would include the date of receipt, name of the 
licensee, and fees collected or to be collected. The employee who deposits license 
fees should reconcile the log with funds deposited. Other line items included in the 
log entry could include the license type, dates of event, and date of ultimate Board 
approval. 

Response: ©16 - Snippet: DLC currently scans One-Day license receipts into 
Zyweb and will develop a daily log of all One-Day license applications received and 
a reconciliation process with the related funds deposited. 

Finding 7: 	 LRE procedures for the issuance of One-Day licenses and handling of 
financial instruments are not clearly documented. 

Recommendation: 9. LRE should create formal, written policies and procedures 
regarding issuance of One-Day licenses, including the handling of license payments. 

Response: © 17 - Snippet: LRE will develop and document the standard operating 
procedure for the issuance of One-Day license and a variance file has been added. 

This packet contains: Circle # 
IG Briefing Materials 1-5 
OIG Report Number 14-006 6-24 

F:\FERBER\Liquor\PS COMM 10-16-14 OIG Report 14-006.doc 
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Montgomery County Department of Liquor Control 
One-Day Alcoholic Beverage Licenses 

Temporary "0ne-Day" Licenses 

State law provides that the Montgomery County 
Board of License Commissioners may issue a non­
profit club~ society or association a special One-Day 
license to sell or serve alcoholic beverages at a 
specific event. 
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We found multiple instances 

where DLC.ls current 
practices regarding One..Day 
licenses appear to conflict 
with Maryland law. 

-No License Numbers 

- Valid for more than 7 
consecutive days 

i 

-Not a/ways approved by 
Board 

-Notice and Posting 
I Requirements 



Montgomery County Department of Liquor Control 
One-Day Alcoholic Beverage Licenses 

There is little documentation of processes or internal controls regarding 
the issuance of One-Day licenses and handling of payments. 

• 	 One-Day license applications and fees are not recorded at the time that 
they are received. 

• 	 The accounting entry for One-Day license applications is made after the 
Board considers the application, as a lump sum amount covering fees of 
all applications approved at that day's Board meeting. 

• 	 Checks received from One-Day license applicants are not restrictively 
endorsed or deposited daily, but instead are stored in open, unlocked 
areas until the Board considers the application. 

• 	 Procedures for the issuance of One-Day licenses and handling of cash 
and checks are not clearly documented. 



Montgomery County Department of Liquor Control 
One-Day Alcoholic Beverage Licenses 

Recommendations: 

1. 	 DLC should align its practices with the requirements of Maryland law. 

2. 	 DLC should maintain a daily log of all One-Day license applications 
received, including the date of receipt, name of the licensee, and fees 
collected or to be collected. 

3. 	 OLe should reconcile the daily log with funds received and deposited. 

4. 	 Checks received should be restrictively endorsed and deposited daily. 

5. 	 DLC should create formal, written policies and procedures regarding the 
issuance of One-Day licenses, including the handling of license 
payments. 
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Office of the Inspector General Report 

One-Day Alcoholic Beverage Licenses 

Report Number: 14-006 

Introduction 

In Apri12013, Clifton Larson Allen (CLA), on behalf of the Office of the Inspector General 
(OIG), analyzed selected financial and informational data files ofthe Montgomery County 
Oeparttnent of Liquor Control (OLC). The purpose of that analysis was to identify transactions 
or data relationships that appear to be inconsistent with County or OLC policies. CLA's results 
identified a number of issues concerning license fees collected from One-Day license holders. 
CLA's results identified possible issues in other areas as well. 

This report is the first of likely several arising from the CLA analysis. 

In this limited review, we did not test any transactions or account balances, and we did not 
identify any misappropriated funds. However, findings 1 - 4 in this report appear to be violations 
of Maryland law. Additionally, in some way, all of the findings increase the County's risk of 
undetected losses. 

While the total amount ofOne-Day license revenue is small (approximately $25,000 per year), 
our findings demonstrate a lax conduct of the DLC's regulatory and enforcement responsibilities. 
Correction of these deficiencies would be helpful to strengthen DLC's internal controls. 
Additionally, we urge DLC to review other aspects of their operations to ensure that current 
practices are in agreement with law, regulation, and written policies. 

Objectives. Scope. and Methodology 

We documented and analyzed the policies, procedures, and internal controls specifically related 
to the issuance of Class C, Special Alcoholic Beverage Licenses, commonly referred to as "One­
Day" licenses. 

The objectives of our limited review related to the issuance of One-Day licenses were to: 

• 	 Evaluate DLC's current policies, procedures, and related internal controls from the 
standpoint of effectiveness, efficiency, and safeguarding of assets; and 

• 	 Determine whether there are any violations of law or regulation in the current procedures. 

We interviewed DLC staff, conducted a physical inspection ofthe DLC licensing area, and 
reviewed selected license applications, payment records, and Board of License Commissioners' 
agendas related to One-Day licenses. 
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Our limited review was conducted from October 20 13 - March 20] 4 in accordance with the 
standards contained in Quality Standards for Inspection and Evaluation issued by the Council of 
the Inspectors General on Integrity and Efficiency (January 2012). 

Background 

Maryland law requires that, under most circumstances, sellers of alcohol be licensed.! The 
County Board of License Commissioners (Board) issues alcoholic beverage licenses. It consists 
of five members appointed by the County Executive and subject to confinnation by the County 
Council.2 At least three members ofthe Board, constituting a quorum, ''who are present at the 
voting session, must concur in the approval, denial, revocation, suspension, or reclassification of 
an alcoholic beverage Iicense.',3 

Montgomery County offers any "club, society or associatiol}',4 the opportunity to obtain a 
special One-Day license" to serve or sell alcoholic beverages"S at a specific event 6 The DLC 
website and the application fonn state that an applicant is required to submit an application for a 
One-Day license at least 14 days in advance of an event After a One-Day license application is 
submitted by the applicant, a DLC Office of Licensure, Regulation, and Education (LRE) case 
manager verifies that the application meets all necessary requirements and conducts internet 
research on the applicant and event. 

All applications must contain: 

• 	 An IRS "letter of detennination" proving the applicant's non-profit status. 
• 	 An alcohol plan showing how alcohol will be servedlsold, who will be checking 

identification, whether attendees under the legal drinking age will be pennitted to attend, 
and alcohol policies related to responsible sales and how underage consumption will be 
prevented at the event. 

• 	 A security plan for all outdoor events and any other event expecting 300 or more 

attendees. 


The case manager communicates with the applicant to ensure all County requirements are met. 
Additionally, for events held at a County facility, the case manager requests that a representative 
from the Office of the County Executive sign the application, giving permission to use the 
county facility for the function. DLC staff reported that police approval is sought via email for 
events held outdoors, at high risk facilities, or over 300 expected attendees. The case manager 

1 Maryland Code, Article 28 § 1-201 

2 Ibid., § 15-104 (cl{l) 

3 Ibid., § 15-104 (c)(5) 

" Ibid., §7-101(b)(1) 

5 Regulations Regarding Closs C, Special, Alcoholic Beverage licenses (One-Day) obtained from 

http://www.montgomerycountymd.gov/DlCLRE/Resources/Files/pdffiles/regulations_regardinLclass_c.pdf 

6 Maryland Code, Article 2B §7-101. Under Maryland law, a One-Day license may be granted for a period not 

exceeding 7 consecutive days, at a cost of $30 per day for a beer and wine license and $60 per day for a beer, 

wine, and liquor license. 
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provides the completed application to the LRE Division Chief, who, if she approves, indicates 
her approval by initialing and dating the document. 

Once the application is complete and initialed by the Division Chief, the event is added to the 
One-Day agenda for the next Board meeting. Board meetings are held every two weeks. The 
Board votes on each application. The Board's decision is recorded at the hearing by the LRE 
licensure manager, who subsequently emails the LRE office staff to inform them of the approval. 
The applicant is informed and LRE office staff prints the license onto cardstock license forms. 

Finding 1: One-Day licenses are issued without a license number. 

We noted that the DLC does not issue license numbers for One-Day licenses. See Appendix A. 
This is inconsistent with Maryland law which requires that "Every license shall be appropriately 
numbered by the official issuing the same7

." 

Recommendation: 

1. One-Day licenses should bear sequential license numbers. 

Chief Administrative Officer's Response: 

We agree with the recommendation. The Department ofLiquor Control (DLC) has ordered 
pre-numbered license paper which, beginning in FY15, will be used exclUSively for approved 
One-Day licenses. The number on each one-day license will correspond with the Board of 
License Commissioners (BLC) one-day agenda. 

Finding 2: Issuance of One Day licenses is authorized by the LRE Division Chief without 
Board approval. 

The published rules for One-Day licenses state that "Applications must be submitted at least 14 
days in advance of the event."g This allows time for the Board to meet to consider the application 
prior to the event. As previously stated, Maryland law requires that at least 3 members of the 
Board, constituting a quorum, concur on the approval of the issuance of an alcoholic beverage 
license.9 

LRE staff reported that, in some cases, when an application is submitted after the 14 day 
deadline, LRE still accepts it and the LRE Division Chief approves the license without the Board 
voting on the matter. These licenses are then printed with the signature ofthe Chairman of the 
Board, creating the appearance that they were approved by the Board. 10 

7 Maryland Code, Article 28 § 9-102 (d) 

8 Regulations Regarding Class C, Specia~ Alcoholic Beverage Licenses (One-Day) obtained from 

http://www .montgomerycountymd.gov/OlClRE/Resources/FileS/pdffiles/regulations Jegardi nit-class _ c.pdf 

9 Maryland Code, Article 28 § 15-104 (c)(5) 

10 The Chairman's signature is printed by the lRE printer onto the license stock. 
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LRE staff reported that this allowance is made in rare circumstances where the applicant has 
obtained a One-Day license in the past or is considered extremely low-risk, such as a religious 
congregation. 

Because One-Day licenses are not separately identified in the accounting system, and the DLC's 
only itemized list of One-Day licenses issued is the bi-monthly Board agenda (which does not 
include applications not heard by the Board), it is difficult to subsequently detennine which 
licenses were approved by the Board and which were not. We were unable to detennine how 
often One-Day licenses were issued without Board approval. 

This procedure appears to violate Maryland law and the Board's published regulations, which 
quote Maryland Code. Article 2B § 15-104 (C)(5),11 

Recommendation: 

2. 	 Under current Maryland law and Board regulations, only the Board should approve One­
Day licenses. Applicants who do not apply for licenses within the published time 
constraints should be denied. 

Chief Administrative Officer's Response: 

We do not agree with this finding and recommendation. The report appears to be based, in part, 
on a fundamental misunderstanding or misinterpretation ofMaryland laws and regulations 
governing special event. One-Day licenses. 

Most ofthe laws and regulations concerning "alcohollicenses" do not apply to special event 
"One-Day" licenses. For instance, there are distance requirement restrictions prohibiting 
alcohol licenses being issued for business locations in close proximity to churches and other 
places ofworship, libraries, schools and recreation centers, courthouses and government 
facilities. etc. Ironically. the applicantsfor special event One-Day licenses are most often 
precisely the users ofthese facilities, and must be affiliated with a legitimate non-profit 
organization (as opposed to the businesses annually licensed to serve alcoholic beverages to the 
public.) Other licensing regulations include seating capacities. legal informational postings, 
sales ratios. server training, tax reporting and trade practice requirements. facility inspections. 
etc. 

Our County Attorney's long-standing interpretation ofstate law clearly considers the special 
event One-Day license applications to be exemptfrom these provisions ofstate licensing law. 
Also attached for your information is a letter from the Comptroller's office concurring with our 
interpretation. However, in order to further clarify this issue. we will request an advisory 
opinion from the Maryland Attorney General regarding these areas ofstate law and its 
application by the Department ofLiquor Control and the Board ofLicense Commissioners. Once 

U Rules and Regulations Board of License Commissioners of Montgomery County Maryland, Section 1.1(b) ­
Effective January 1, 2007 and last amended May 2, 2013 
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we receive clarification from the Attorney General, we will address any needed operational 
modifications. 

Please note that it is DLC's practice to process all One-Day applications through the (BLC) for 
final approval. However, there are instances in which an event application is submitted after a 
board hearing and the event will occur prior to the next scheduled hearing. In these cases, the 
DLC Division Chief has the authority to approve a One-Day event application only after all 
requirements are met. In addition, DLC has also surveyed other Licensing Boards throughout 
Maryland and found that other board staffs also approve one-day event applications. 

As stated above, we will consult with the Office ofthe Attorney General to seek advice regarding 
the DLC staffs authority, on a limited basis, for granting One-Day event licenses when it is not 
practical for the Board to convene. 

OIG Response: 

We requested all written opinions related to the DLC from the Office of the County Attorney, 
and none were provided regarding this matter. We agree that you should follow-up with the 
Attorney General to seek advice on the matter. 

Finding 3: Licenses were issued to two local non-profit organizations at an amount less 
than that required by law. 

LRE has been providing Class C Beer and Light Wine One-Day Licenses to a perfonning arts 
facility and a recreational facility at a discounted fee for multi-day events. DLC pennits both 
non-profits to purchase a One-Day license for $10 per day for events lasting 3 or more days. 
Additionally, two-day events are billed at $30. One employee stated that the discount has been 
offered for at least the past two years, and the Division Chief recalled meeting with the DLC 
Director "a few years ago" to discuss the discounted fee. No written documentation was 
available to determine when the practice began. 

This practice is not provided for in Maryland law, which states that "In Montgomery Coun~r" 
the fee is $30.00 per day" for Special Class C Beer and Wine licenses (One-Day licenses).) 
Additionally, the price actually paid by at least one of these licensees is different from the 
amount stated on the printed licenses they received, which state, "The cost ofthis license is 
$30.00 per day." 

It is our understanding that, as of April 1,2014, a bill allowing performing arts facilities to obtain 
an annual liquor license passed both the House and Senate of the Maryland General Assembly. 
This pending legislation may render this finding moot. 13 

12 Maryland Code, Article 2B §7-101 (b)(lO)(i) 
13 Maryland House Bill 146 and Maryland Senate Bill 311 
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Recommendation: 

3. 	 All One-Day license applicants should be required to pay the fee codified in Maryland 
law. IfOLC believes discounts are appropriate, it should seek a change in legislation. 

Chief Administrative Officer's Response: 

We disagree with this Finding. It is important to JXJint out that One-Day licenses are issued only 
to non·profit organizations. Moreover, there is a strong JXJlicy in place internally to screen 
events through research, proofofnon-profit status, as well as requiring an alcohol plan and 
proper security plan. There are also internal criteria that require other county agencies to be 
involved in the screening process. 

One-Day licenses were never discounted. The two "local non-profit organizations" cited were 
the Montgomery County Department ofRecreation, and a government-owned public arts facility. 
The DLC Director, as the authorized official, determined that the Department ofRecreation 
license application referred to in this reJXJrt was for a specific class (rather for each individual 
session ofthe advertised class.) The Recreation class was appropriately licensed at the 
appropriate fee. and not, as suggested by this finding, at "an amount less than that required by 
law". 

Similarly. the arts facility classes were for a total ofsix hours (consistent with a single event) 
held over three sessions; only one or two bottles ofwine were used per session. As the number of 
One-Day license applications for the arts facility increased, the DLC began discussing with the 
performing arts facility the development oflegislation for a JXJtential annual license. It should be 
noted that last year the performing arts facility spent a total ofapproximately $ 7, 000for One­
Day licenses, three times the amount ofthe most expensive annual license in the County. As you 
know, a Community PerformingArts License has been created for the facilities holding classes 
and they will no longer require One-Day licenses to operate. The new Montgomery County 
Community Performing Arts License will be available July 1,2014. 

OIG Response: 

Maryland law states that One-Day license fees are to be assessed "per day," not per event. 
However, we agree that the new legislation may render this issue moot. It is our understanding 
that the state passed the bill alJowing perfonning arts facilities to obtain an annual liquor license 
earlier this week. (Signed by the governor on May 5,2014.) Assuming that both discounted 
facilities obtain an annual license. this finding would no longer apply. 
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Finding 4: Additional LRE One-Day license procedures appear to conDitt with law or 
regulation. 

The OIG found the following additional current practices that appear to conflict with published 
Jaw and regulation. 

First. Maryland Code Article 2B §7-101(b) (I) states that a One-Day license can be issued "for a 
period not exceeding seven consecutive days from the effective date thereof." During our limited 
review we found cases where One-Day licenses were issued for more than 7 days. including 
periods up to 21 non-consecutive days. (See Appendix A.) 

A perfonning arts facility was the recipient of all of the licenses we noticed that were issued for 
more than the 7 day period allowed by law. For the 7 month period that we sampled. the 
perfonning arts facility received approximately 52 One-Day licenses. authorizing 197 events. 
The perfonning arts facility received so many One-Day licenses that they had. in effect. a 
penn anent license, although at a much higher annual cost and without the required inspections 
and regulation required of an annual licensee. LRE staff reported that the perfonning arts facility 
was forced to obtain such a large number oftemporary licenses because no annual license 
category existed that included that facility. On May 5. 2014. the governor approved legislation 
allowing a Perfonning Arts Facility to obtain an annual Alcoholic Beverage License 14 The new 
law could eliminate the need for this facility to make repetitive use of One-Day licenses, which 
does not comply with the letter or spirit of the temporary license described in Maryland Code, 
Article 2B. 

Second. Maryland Code requires that before the Board "approves any application for a license, 
the Board shall cause a notice of the application to be published two times in two successive 
weeks."u Additionally. the Board is required to cause a suitable sign to be posted on the 
premises described in the application for 30 days at least thirty days before the public hearing. 16 

Board regulations also paraphrase the same notice and posting requirements included in the 
Maryland Code. 17 

As One-Day licenses are temporary in nature, and often applied for and received quickly, these 
requirements are not enforced. 

14 Maryland House Bill 146 
l.!iMaryland Code, Article 2B §10-202(a) 
16 !bld., §10-202(m), "In Montgomery County, before a license is issued or transferred, the Board of Ucense 
Commissioners shall cause a suitable sign or notice to be posted and to remain posted for a period of thirty days in 
a conspicuous place on the premises described in the application:" 
17 Rules and Regulations Board 0/Ucense Commissioners 0/Montgomery County Maryland, Section 4.2(a) ­
Effective January 1, 2001 and last amended Mav 2, 2013 
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Third, the Board regulations requiring alcohol awareness training and the presence ofa trained 
person during the hours when alcohol may be soldl8do not exempt One-Day licenses, as 
Maryland law does. 19 LRE staff reported that participation in an alcohol awareness program is 
encouraged, but not required, for One-Day licensees. 

Recommendations: 

4. 	 DLC should align its practices with the requirements contained in Maryland law. DLC 
should consider the need to request that the Maryland Code be amended to exempt One­
Day licenses from the notice and posting requirements. (Anne Arundel County has such 
an exemption.)2O 

5. 	 The DLC and the Board should ensUre consistency between the Maryland law, the 
Board's Regulations, and current practices. 

Chief Administrative Officer's Response: 

We agree that there have been occasions when One-Day licenses have been issuedfor more than 
seven non-consecutive days. In the future, to align practices with the notice and posting 
requirements contained in Maryland law, DLC will issue separate, numbered licenses for each 
event up to seven consecutive days. As you know, there is no limit to the number ofOne-Day 
licenses that can be granted to a non-profit in a year. In addition, we may consider your 
recommendation and submit county-sponsored legislation to amend Article 2B to make explicit 
exceptions that certain annual license requirements do not apply to one-day licenses. 

Article 2B does require all licenses to be posted for 30 days at the facility and published two 
times in two successive weeks. However, due to the short tum around requiredfor One-Day 
event licenses, this is an impractical requirement that was clearly intended for annual licenses. 
Infact, article 2B, Section 10-202, subsection 5, refers to "the operation ofthe business." In Title 
7, Section 7-101, no reference is made to a requirement ofpublic notice. The statutory 
requirements ifapplied would likely prevent most One-Day alcohol licenses from being issued. 
The premises where one-day events are held are usually not owned, leased, or operated by the 
license applicant. 

Article 2B, Section 13-101 currently exempts One-Day license holders from the requirement of 
Alcohol Awareness certification. For purposes ofconsistency and clarification, the Board of 
License Commissioners will consider adding the exemption to the County Rules and Regulations. 

18 Ibid., Section 5.4 

19 Maryland Code, Article 28 § 13-101(b)(2)(i) 

20 Maryland Code, Article 28 §7-101(b)(2)(ii) 
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Please note that the report highlights some understandable confusion on Article 2B ofthe 
Maryland Code regarding the requirements for regular (foIl time/annual) licenses versus the 
temporary, special event One-Day licenses that are the focus ofthis review. Many ofthe 
requirements for license applications do not apply to the special One-Day licenses. A few of 
these exemptions are explicit, as in the case ofSection 13-101 (b) (2) (i) that is cited in the 
report. Others are implied by the location ofthe provisions in Article 2B, or by other provisions 
ofstate law. DLC will request clarification in this general area from the Maryland Attorney 
General. 

In the future DLC will explicitly cite the existing exemption found in State law (Article 2B, 
Section 13-101) in our County BLC license application materials and LRE process documents. 

Finding 5: Checks received from One-Day license applicants are not deposited daily, but 
instead are stored in an open, unlocked area until the Board considers the application. 

The Office of Licensure, Regulation, and Education is located in a facility in Gaithersburg, MD. 
When entering the building, the public immediately encounters a glass window through which 
one can submit applications or payments, and speak to LRE staff. The door adjacent to the 
window is locked and thus there is an appearance that the cash collection area is locked and 
secure. However, the public can easily walk down a side hallway to gain access to this area. 
Additionally, the majority ofLRE staffwork in an open cubicle area with immediate access to 
one another's office space, including the cash and check collection area. 

Particularly with mailed-in applications, a check to cover the licensing cost sometimes 
accompanies the application. LRE does not restrictively endorse checks at time ofreceipt. A 
rubber endorsement stamp is available to LRE staff. However, staff informed us that it is rarely 
used. From time of receipt until the license has been approved and picked up, checks are cUpped 
to the license application and stored unsecured in the office. Checks are deposited only after the 
license has been approved and picked up. 

We did not test whether any checks had been misplaced or misappropriated. 

Recommendations: 

6. 	 All checks received by LRE should be immediately restrictively endorsed. 
7. 	 All payments received, including checks accompanying license applications, should be 

deposited daily. 
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Chief Administrative Officer's Response: 

We agree with the recommendations. Effective immediately, all checks for One-Day licenSe 
applications will be restrictively endorsed (stamped) upon receipt and kept in a locked cabinet. 
Further, we have adopted a policy ofmaking a bank deposit on a routine basis. 

Finding 6: One-Day license applications and fees received are not recorded at the time that 
they are received. The accounting entry for One-Day license applications is made after the 
Board considers the application, as a lump sum amount covering fees of all applications 
approved. 

DLC makes no accounting entry when a One-Day license application is received. Instead, as 
stated earlier, LRE clips the check (if any) to the license application and stores them unsecured 
in the office. When the application is approved, LRE issues the license, deposits the check, and 
maintains copies of the license application and the actual license in a paper file. LRE makes a 
single accounting entry to record the total deposit of the fees for the One-Day licenses approved 
that day. 

Recording transactions only as lump sums can cause challenges. For example, if an organization 
paid for and received a license for an event three months from now and then lost the license, the 
DLC would turn to either its paper copy of each application and license or the list of licenses 
approved by the Board. However, paper files may be incomplete and are sometimes misplaced, 
and certain licenses are not approved by the Board (see Finding 2). In these events, no one could 
prove the organization ever received a license. 

Further, since the amount of each license fee varies, recording license fees only in a lump sum 
limits the ability to subsequently determine the accuracy of total fees deposited. 

Recommendation: 

8. 	 LRE should maintain a daily log of all One-Day license applications received. This entry 
would include the date of receipt, name ofthe licensee, and fees collected or to be 
collected. The employee who deposits license fees should reconcile the log with funds 
deposited. Other line items included in the log entry could include the license type. dates 
ofeven!, and date of ultimate Board approval. 

Chief Administrative Officer's Response: 

We agree with this finding. Currently, One-Day license receipts are scanned into Zyweb (along 
with all One-Day license data,) which can be searched by event name and/or date. Additionally, 
adding pre-printed license numbers, as identified in Finding 1, will allow for ease oftracking in 
Zyweb. However, we will review the current p-ocess and, as suggested above, will develop a 
daily log ofall One-Day license applications received and a reconciliation process with the 
relatedfunds deposited. 
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Finding 7: LRE procedures for the issuance of One-Day licenses and handling of financial 
instruments are not clearly documented. 

While the staff interviewed was knowledgeable and experienced in LRE procedures, there is 
little documentation ofthe processes or internal controls regarding One-Day license issuance. 
With the exception of a one-page flow chart (which was updated twice during our limited 
review) outlining the licensing process, LRE had no written policies or procedures. Additionally, 
variances from nonnal processes are not fonnally documented. 

Recommendation: 

9. 	 LRE should create fonnal, written policies and procedures regarding issuance ofOne­
Day licenses, including the handling of license payments. 

Chief Administrative OffICer's Response: 

We agree with this finding. LRE will develop [and (sic)] document the standard operating 
procedure for the issuance ofOne-Day licenses. The one-day license flow process was adjusted 
after the initial review by the Inspector General, and a variance file has been added. 

The Chief Administrative Officer's Response is included in its entirety as Appendix B. 
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Appendix A: Sample One-Day license 

2013 
STATE OF MARYLAND 

AIcoholicBeverageLaw . 
Beer. &J...i&ht Wine I..iceD.se. 

a,.. C (OD S8le 0aIy) Special 

~---~.--. 
0C1'0IIR 4, 5, 7, ..., J.G, 1~ 18,11, 20, 
24, U. 21.11; 2013 . 

illiccIIicd b)' AUChodIy 0( Boatd fI/ Lblaal:' Cammilliol1crI FOR MOI'n'CKDtl~~If~ 
. c.ix:rN'r'r to II=p b, tIIelDd seU beer. II!d lipt wi.. " 'noll It IDJ 

c:niInIiIunIDI beId or ~ bJ !be IIbovc!-nIlJllCd 1k:t:DJee. 1M _ ..._1Id 
IIcIeba far !he ~a) tbove mrat. Thill~ WII no! be iaoed.for a periqd~• 
...... COIIIeCW¥e days froIiI ~ bqilmilll dale. abcM-ftIIIIeCI and WI. be .ubjcd to tho 
RIIlr:a IIId ~ of Board of Lk:eIIIIe CoInmiIsiontl1 for ldOCltpmerJ (".ouldy. 

'I1ItC8lt ef~ IlcaR II 131.....,. 

1be bo1irt durina wIlidl die pi"" I'lDIIfemd 1" tblIlic:eMe may be aClCised __I be 
from 7:11 .... to 11~ ..... for d10 date'J) lbo¥e ItIIeCl . 
All alcoboIk: bcMra&a 011 ~ Jica:JIcd pI'CIIli_ 1JIIlI(' be ~ from !he 
MONTOOMBRY COUNTY DEPARTMENT OFUQUOR CONTROL. 

ra.d Ullder ~1 of Aniclc 2B rtf che Pub& GenenII Law, orMaryland. 
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ApPSodix B: Ch,ef Administrative Officer's Response (Complete Document) .. 

OPFlCES Of THE COUNTY EXSC1JfM 

MEMORANDUM 

May 1,2014 

TO: 

FROM: 

BdwaJd L. Blaositt ill, Inspc:ctor General ,
"';:;;;.f/.

Timothy L. P'nstine, OdcfAdmiDisttative Officc~:"'''' 1 

Timothy L. FilalillC 
0IlirfAdlribrUtTatJve Ojficu 

, 
L F'IIi, ft..:c. 

SUBJECT: Inspector General. Review ofDcpartment ofLiquor Control Ono-Day Licenses 

I am in receipt ofyour memo dated April 10. 2014, rcgardin,g your review of 
Department ofLiquor Control One-Day Lkmles. I apprcci.ale the 'work conducted by the Oftice 
ofthc ln8pcctor Oc.netal in issuing this report. S~ific cormncnls coneeming each of'tbe 
review's fiDdiDss and recommcodatioDII are fOlmd below. 

IG J'lndlpr I !lid BP..t!ldaIIt!i One-Day IiCCDSeS are issued witham a license number. 
One-Day licenses should belt IICICfUCIIdaIlieenae numbers. 

CAO RcaOOl!!!i We epee with the J'l!l101D!!1OIIon. The DeparI:ment ofLiquor Conr.rol (OLe) 
has ordcn:d pre-numbcl:ed 1iceosc paper whicb. beginning in FYIS. will be used exclusively for 
approved One-Day Iiceoses. The Dwnbel' on each one-day liCClllle will correspond with the Boan1 
ofLiCClllC Commissiooea (BLC) ooe-day agenda. 

IG !I,",2 ad Reeo"lIldadg: Issuance of()ne..Day licenses is authorized by the LRE 
Division Chiefwithout Boan:I. Approval Undor current MIIyIand law arut Board replationa. only 
the Board should IIppI'O'YC Qnc-Day licenses. Applicants who do not apply for licenses wilbin rho 
published time consuaInts should be denied. 

CAO "'!lOBI!: We do not aaree with this finding and rec:ommendation. The report appean to 
be based. in pert, on a fundamcatal mi.atmdcrstandina or misinterpretation ofMarylIlld la1lllll and 
regulations governing special eYelIt. One-Day licenses.. 

Most oftile laws and regulations concerning "alcohol.liCCllSeS" do not apply 10 special event 
"One-Day" licenses. For instance, there are distance requiranc:ot restrictiou probiDiq alcohol 
li<:enSeS being issued for busiDess locatioDs in close proximity to churches and OIlIer pIace& of 
worship. libraries, IICbools and recreation CCDIers, courtbouses and government facilities, etc. 
JroDicaJly, the applicants for special cvenI ODe-Day fu:eDse& are most often ~die UIICl'!l of 
these facilities, and must be affiliated with a legi1imate non-profit organization (as 0JIP0.IICd to the 
businCSllCllllDm.lBlly licensed to serve alcoholic bcvOl'l!Pl to the public.) Other licensing 

10I Mol'\l'llle Stmat • R.oclc.vil1e, MIII}'IaIId 208SO 
240-777..2S00 • 240-777-2544 TTY • 240-777·2518 FAX 

www.JllOlltpllclyCDl).md.p 

.... -~-""~--~ 
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Edwmd L. Blansitt III, ~ General 
May 1,20]4 
Page 2 

reguJatioDs stude seating capaciIioI, legal iDfuJmational posdnp, sales raIioJ, IICl'Vel' tm.iDiog. 
tax reporting 8IId trade practice .requin:menta. facility inspcctiou, etc. 

Our County Attorney's long-standing interprdation of state law clearly coasiders the speGiaI 
event Ooo-Day Ik:en5o appJicatioas to be exempt:fi.oom dJese provisions ofItate liceDsioalaw. 
Also attacbed fur your information is a letter from the Comptroller's office concurring with our 
inteIpaotatiou. However, in 0I.'l;b to further clarifY this issue, we wid requost lID advisory opiuion 
from the Maryland Attorney 0e0eraI regarding tbe8c areas ofSlaf.llaw IUId ill application by the 
Dcparunent of Liquor CcmIroIIDd the Board ofI..iceme Commissioners. Oace we receive 
c1arifk:ation from the A.ttm:nc:y Gc:neral. we will addR:u my needed ope:rUional modifications. 

Please note that it is OLC's practice to process all Ono-Day applications tbrouah the (BLC) for 
final approval. However, then: are instances in which lID event application is submitted after a 
board hoarina 8IId thc event will occur prior to the om IICbDdulcd hearina;. In theae GaSeS" the 
OLe Division Chicfbas the aulhorlty to approve a Ono-Day event application only after all 
.requiremems are met.. Inaddition, OLC his also surveyed other Licensing Boards throughout 
Maryland and found that otber board staffs also approve one-day event appJicatioas. 

As staled above, we will eonsu1t with the Office ofthe Attorney General to seck ac:mce 
reprding the OLe stafl's authority, on a limited basis, for gnmting One-Day event liceDscs 
whcm it is not pntcdcal for the Board to convene. 

Ie; liUiDIr 3 lid __meJ!datiot: Lic:eDses w= issued to two local. non-profit organizations 
at an amount less tIIIm that requinId by law. All One-Day license appUamts should be raquired to 
pay the fee codified in Maryland law. IfDLC believe8 cliSC0UDf8 are appropriate. it should lIOI'lk. 
chau&e iD legislation. 

CAP Be!popIe: We disa&r'ee with this rIDding. It is important to poiat out that One-Day 
liceoses are issued only to DOo-profit OlBanizlllions. MoMOver. time is a IIroD& policy in place 
intcmally to screen events throup research.. proofofnoo-profit staWs, 81 well 81 requiring 811 

alcobol plan IDd proper security plan. 1'he.te are also iDtemaI. criteria that require other COImtY 
aaencies to be involved in the scrocning process. 

One-Day liceruIes were never discoUDtcd. The two "local non-profit orpniz.1dions" cited w= 
the Monrgomcry County Department of Recreation. BlId a govcrmnent-<lWDcd public arts facility. 
The DLC Director, lIS the authorized oftkial, determined that the DeparIment of Recreation 
lic!msc application referred to in this report was for • specific class (ndber for CllCh individual 
9C8IIion ofthe advertised cIass.) The Recrea1ion class was appropt'iamly licensed at the 
appropriate fee, and not, as suggested by this finding, at "811 amolD\t leis than that.required by 
law". 
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Edward L. BIaDsitt III,lnspec:tor Genc:mI. 
May 1,2014 
Page 3 

Similarly. the arts facility classos were for a total ofsix hours (CODSisterlt widt a siDale event) 
held over three scssioIIs; only one or two boUles of wine wen: used per _ion. As the number of 
Onc-Oay license applications for the arts facility increased. the OLC besan dillCllSSins with the 
performing arts 1'acility the development oflegisl.a1ion for a potential 8DDWIlliceDso. It sboWd be 
notod that last year die performing lIltS tDcility spent a tutBl ofapproximately S7.000 for One­
Day Iic:eases, tIuee limes the amount ofthe most expensive annuallicenso in the County. As you 
know, a Community Perfonnins Arts License bas beeD created for tbe facilities holdins claues 
azxI they will DO longer roquire <>ue·Day licenses to opemte. The new Montgome.ry CowI1y 
Community Ped'otming Arts Licc:nsc will be available July 1,2014. 

IG fipd!er 4 pd Respmmeadatiou; Additiooal LRE One-Day license procedures appear to 
wuflict with law or regulation. DLC should align its practices with the requiremcmtl COIIfained in 
Maryland Jaw. DLC should consider the need to request that the Maryland Code be 8I'DCI'Ided to 
exempt Onc-Day licenses fiom the notice aad posting requinmcntl. (Anne Anmdel County bas IIUGh 
Il'I excmpCion.) The DLe and the Board should CIlSlft consiItcncy bctwceo the Maryland taw, the 
Board'. Regu1adons. and current practices. 

CAO RelpOIII!! We agn:e that there have been occasious when ()ne..Day Iic:eDICI have beCD 
issued for more than seven non-coDSeCUtive days. In the future, to align JII"IIClices with the notice 
and poatins requirements containod in Matyland law. DLe will iJIlUC separa.te. rwmbaed licenses 
for each evlDt up to seven consecutive days. As you know. there is no limit to the DUIDbCIr of 
One-Day 6CCIl1leS that can be granted to a non-proftt in a year. In addition. we may c::onsider your 
I'CCODllDClldation and submit county-sponsored lepsladon to amend Article 2B to make explicit 
exceptions that certain annuallic:cmse requirements do not apply to one-day Ucenses. 

Alticle 2B does require all Iicenscs to be posted fOr 30 day, at the 00611 and published two 
times in two successive 'WCCb. However, due to the abort tum around required for One-Day 
event licenses, this is an implllClical requirement that was cleady intended for annualliCCllllC&. In 
fact, article 2B, Section 1()"202, subsection S, refers to "the opemdoo of the business.. In TIlle 7. 
Section 7-101, no reference is made to a requbemeDt ofpublic notice. The statutory zequirerncm 
ifapplied would likely prevatt most ()ne..Day aIcoholliceDses nom bei.na iSl1.led. The premises 
wbere 0IlI.Qa)' events ~ held ~ usually not owned, kased, or operatAld by the lic:er1se 
~t. 

Article 28. Scdion 13-101 currently exempts One-Daylieenae holdas!rom the requiremcmt of 
Alcohol Awarmesa certification. For purposes ofCOIlIistency aDd cl.arifi.cation. the Board of 
License Conunissioners will consider adding the exemption to tile County Rules aad 
Regulations. 

Please note that the report highlights some understandable confusion on Article 2B oftbe 
MarylIIDd Code Ieprding the requiranenl!l for resuIar (f\dJ timchmnaal) licerJsca ver5WI the 
temporary, special evem One-Day lic:eDICI that are 1he focus ofthis m.1ew. Many ofthe 
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Edward L. Siansitt m.lDspector Oewnl 
May 1,2014 
Page 4 

~ for license applications do DOt apply to the special ODe-Day licenses. A few of 
these ex.emptiOIIS an: explicit, as in the case ofSec6on 13-101 (b) (2) (1) that is cited in the· 
report. 0Iben an: implied by tho location oftile provisions in Articlc2B, or by other proviaioll8 
of IIIIate law. DLC will request cbuificatioa. in this pnerel area from the MaryJaud AttotDcy 
Ocnend. 

In the future DLC will cxpfu:itJy cite the existing exemption fila in State law (Article 2B, 
Section 13-1(1) in OW' County aLC li.cemc application materials IIIld LR.B process documeDts. 

IG 1'iadb!15 1M Reeoaua-'" Cheeb m:eived from Onc-Day license applicams an: 
mt deposited daily, but iIISteId an: stond in IIIopea. uuIocked &mil. WIlit the Board CODBiders the 
application. All ebecks received by LR.B should be immediately restrictiwly 0Dd0rsed.1IIld all 
payments received, including checks aceompenyiq license applications, should be deposited 
daily. 

CAQ Jlaooue; We agree with the recommendations. Effective immediately, all clIDcks for 
ODe-Day liceose applkations will be restric:tiwly endorsed (stamped) upon l'IleCipt and kept in a 
locked cabinet. Further. we have adopted apolicy ofmaking abaDk deposit on aroutine basis. 

IG Flaclial , yd R!Mt""""'tIop; Onc-Day license applications and fees MCeived an: not 
recorded at the time that they an: received. The accounting eIIIry for Onc-.D&y licenae 
applicatiomI is made after the BoanI coosiders the appIicalion. as a lump sum amount covering 
fees ofall applications approved. LRB sbouId maintain a daily loa ofall One-Day license 
applications received. This entry would ifteludc the date ofrecc:q.. name of the Iicenacc, and fee. 
collcctcd or to be coUecIcd.. The empIoyec who clcpcsits liceose fees should JeCOIICiIc: the los wI1h 
fitDda deposited. Other line itDms included in the log entry could include the license type. dates of 
event, IIIld date ofultimate Board approval. 

CAO Bppcuue; We agree with this finding. Currently, ODe-Day lieense reoeipts an: scanned 
into Zyweb (atollS with all Onc-Day licenac data.) which can be searched by event IIIIlDC BDdIor 
date. Additionally, adding pre-printed license numbers, as identified in Finding 1, will allow for 
ease oftnllCldn& in Zyweb. HO\WM:t, we will review the cunaIt process and. as 8I.l(lIeSted above. 
wiD develop a daily log ofall Onc-Day Iiccoae applications reoeived and a reconciliation process 
with the Nlated fUnds deposited.. 

IG Fiadlpc 7 yd Rpcomme!ldalioJi LRB proceduRs for the issuance ofOne-Day licenses and 
bandling offinancial instruments are DOt cluy documented. LRB should create furmaJ. written 
policies and procedum regarding issuance of011c-Day licenses. includiDg the baDdling of 
Iicenae paymc:ms. 
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Bdwcd 1.. B1aDsiu III. Inspector Oeneral 
May 1.2014 
PageS 

CAO lIgpow; We agree with this finding. LRE will develop dOClllDCllt the standard opcmting 
procedure for the issuance of~DIIy liccDscs, The one-day license flow process WID adjusted 
afterthe initial review by the Inspector Oeoeral, and avariaDce file baa been added. 

If you have any questiom, please feel fn:e to contact me or Assistant Chief 
AdministnItive Officer Fariba Kassiri. who can be reaebed at (240) 7n·2S12 or 
Fariba.Kassiri@mont&pmq;yco!mymd,ggv. 

TLF:. 

cc: 	Fariba Kassiri, Assistant ChiefAdministnIlivc Officer 
George F. Griffin,. Dmector. Department ofLiquor Co.n:trol 
Male Hansen, County Attorney 
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. 	'~.. MPTROLLER Peter FnmduIt 
v; MARYLAND Complrollu• 

tT"l)inglb' Pillpl;' "' ­
Jeffrey A Kelly 

DIncttJr 
Field Etifor"""'"Dlylslon 

0411112014 

I have been asked to respond to an inquiry from your oft'wo regarding Spo;ia1 Class "'C", one-day 
Iic:cuses. Your staff'Rlqucsted that I explain die rcqui1'cmcnts eo.atained in Article 2B and bow they 
apply 10 the onc-day alcoholic bevcrap licenses with respect to: 1) Advertising the applklation ill a 
periodiC)l). in 2 successive ill5UeS, 2) Posdns a public notice at the proposed license Iocatioa in the fmm 
ofa sip. for 30 days prior to the license hearing bctbJe the Board ofLicense Commissioum" and 3) 
Fiqerprint the liccuse applic:ant as part oftbe backgrou.nd investigation. 

Durin, my 37 year career with die State CompCrollcr's Of&c deanna with alcoholil: beverage 
matters at both the State and Local levels, it is my opiniollthat the aforementioned requirements only 
apply to an IRI1lIII type of alcoholic beverage liCCIIIC. Due to the fact that the onc-Gay license is brief 
ill nature, a quick 1Ilm-around is required, the license Is ogly laved Oft bebaJfof'lJOD::IlIPfit 
orgpjzation. DOl'IIIIl requirements that apply to BIlllDlual typo ofaJcobolic bev...Ucense 
application an not IIPPJied to a ooe-day license application. To .pply the advertilbl., .......ad 
flaprprIDtiDC ofa Iiceue applleaat for aD appUeatloa for a .."C" .Mday t-... 
Impl'llCtk:al FIII'thcr. during my career, I kDow, rust hand. that none of the 25 County IJquor Boards 
across the State ofMaryland apply these requirements to any application for a one-day liquor license. 

r trust this reply has been responsive. Please feci free to oolliact me should it be necessary and 
I woukl be glad to further discuss this m.atler. I caD be reached at 4 I()"26Q..1322. 

Lou Berman 
Tl1Ide Practice Manager 
Field Enfbrcemcnt Division 

P.O' ... Z!I!i!I .1\IIIIrpOIiI.Ma}IIDd 21CM-2!199 • <4lo.2S).7J" '1~7 • FK 41~5S601 
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