Liquor Control Items 1 & 2
June 19,2015

Worksession
MEMORANDUM

TO: Ad Hoc Committee on Liquor Control
Y
FROM: Justina J. Ferbér&‘égislative Analyst
1

i
SUBJECT: Worksession — Review of Alcohol Control in Montgomery County
DLC Action Plan and Follow-Up on Inventory and Ordering Systems

Those expected for this worksession:

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

Edgar Gonzalez, Deputy Director, DLC

Bonnie Kirkland, Assistant Chief Administrative Officer

Karen Plucinski - Transform MCG Technology Modernization Project (ERP)
and Warehouse Management System (WMS) Module

The Department of Liquor Control will present its Action Plan and update the Committee on
improvements to ordering and inventory systems within DLC. Some of the items in the Action Plan
address ordering and inventory issues. Also, CountyStat has prepared some materials on price
comparisons.

Executive staff provided the following materials: Circle #
DLC Improvement Action Plan (current state on 6/17/2015) 1
Price Comparison Studies by CountyStat

DLC Wholesale Price Comparison March 2015 17

DLC Wholesale Price Comparison June 2015 31
(Special Order Beer and Wine)

Memo from CAO Timothy Firestine 6/17/15 41

In response to Committee Memo 5/15/15 46

F:\FERBER\Ad Hoc Committee on tiquor Control 2015\Comm Packet 6-19-15.docx



DLC Improvement Action Plan
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DLC IMPROVEMENT ACTION PLAN
6/17/15
DLC, ERP, FIN & COUNTYSTAT

OVERVIEW:

The DLC action plan is broken out by 6 major categories:
. Improve customer service action plan

li. Improve warehouse operations action plan

il  Improve special orders action plan

V. Improve retail operations action plan

V. Improve delivery and fleet action plan

Vi. Improve financial controls and generai operations action plan

Many areas for improvement span two or more categories and therefore some overlap may occur. The sections have been divided as much as possible.

Each action item is listed with its corresponding Milestones, sub-actions, estimated start and end dates, lead party(ies) and supporting party{ies}.

Each sub-action is categorized, in general, as short term {April through June), medium term {July-December), and long term {2016 and beyond).

For each Milestone, the primary action steps that need to be completed to accomplish the Milestone are identified under the "Prime" column; supporting action
steps are identified under the "Supporting” column

In total, the comprehensive action plan includes more than 55 major actions:
12 Customer service actions

14 Warehouse actions

5 Special order actions

5 Retail actions

6 Defivery and fleet options

13 Financial controls and general operations actions

Status updates are provided in the "Status” column and are color coded using the following key:

WIWIWINIRIN POINBOINININ N |
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DLC improvement Action Pian
June 17, 2015

»* -
I. Improve Customer Service Action Plan
Action item Term Start Date End Date 6/16/2015 Lead Party Suppor‘tmg
Status Partyfies)
M1 Implement Customer Service Center
M2 Implement Ongoing Performance Metrics and Customer Feedback/Improvement System
5 {1. Create an order and customer service center l
10| M1 1.A |Review responsibilities of Buyers and Order takers Short 21-Apr 19-Jun - DLC CHIEFS
11| M1 1.8 |Request abolish/create 8 positions {G16-G 18}, and one G21 to G25 for CSCC Manager Short 27-Apr 5-Jun Pandya OMB, OHR
12] M1 1.C {Cross train personnel Short 27-Apr 14-Aug DLC CHIEFS
13| ML 1.0 |Develop protocols for follow up with customers Short 18-May 10-Jul DLC CHIEFS
141 Ml 1.E |Develop tracking of customer calls Short 18-May 10-Jul DLC CHIEFS DTS
15 M1 | 1F |investigate use of MC311/adaptation Short 11-May ongoing =i jn s N DLC CHIEFS DTS
16| M1 1.6 |Recruit additional personnel {1 G18 position) for customer service center Mediurm 1-jun 17-Aug ?2}* o DLC CHIEFS COMB. CHR
17 M2 | 1.H |Obtain random feedback from customers on new process Medium 1-jun 25-Sep DLC CHIEFS
18 M1 1.1 |Adjust/refine protocols based on feedback Mediuvm 1-jul 9-Oct DLC CHIEFS
19 M1 | 1) |Adopt permanent procadures Medium 22-Jun 23-Oct DLC CHIEFS
201 M1 1.K |Recruit the Supervisor of the Customer Service Center Medium 27-Apr 3-Aug i ] DLC CHIEFS OMB. OHR
21
22]2. Conduct focus group meetings with licensees and suppliers to obtain feedback
231 M2 2.A [identify focus group agenda Short 1-Apr 3-Apr ERP
241 M2 2.8 [Hold regional focus groups for two groups: licensees and suppliers Short &-Apr 10-Apr ERP
251 82 2.C |Analyze findings Short 13-Apr 16-Apr ERP
261 M2 2.D |Gather feedback Short 16-Apr 16-Apr ERP CountyStat
27| M2 2.E [Publish a findings report Short 17-Apr 12-Jun ERP
281 M2 2.F |incorporate findings into the DLC action plan Short 16-Apr 26-jun ; i . DLC/ EG
29
30 |3. Conduct focus groups sessions with DLC staff to obtain feedback on system, processes, etc.
31| m2 3.A |Develop focus group agenda Short 20-Apr 15-Jun ERP Change Mgmt.
32| M2 3.8 {Conduct sessions with each DLC business group Short 20-Apr 30-Apr ERP Change Mgmt.
331 M2 3. Analyze findings Short 5-May 30-Jun ERP Change Mgmt,
341 M2 3.0 |Gather feedback Short 5-May 15-lun ERP Change Mgmt.
351 M2 3. |Publish finding in a report Short 11-May 15-Jun ERP Change Mgmt.
36| M2 3.F |incorporate findings in DLC Action Plan Short 18-May 26-Jun ; i DLC
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37
38 |4. Centralize iStore and iSupplier at DLC
39 M2 | 4.A |Develop tracking tool for Li & Suppliers Short 30-Apr 189-Jun DLC -Matt Douglas
40 M2 | 4.8 |Track lic and suppli isted | , and suppliers trained Short 15-May ongoing DLC -Matt Douglas
41 M2 | 3.0 |identify problem areas for vendors using iStore Short 15-May ongoing DLC -Matt Douglas
42 M2 | 4D [Provide training to vendors on registration and use of iStore Short 15-May ongoing DLC -Matt Douglas
43 M2 | 4.E |Display imaged A/P invoice documents in iSupplier to suppliers {similar to Oracle workbench} Medium 1-May 30-5ep ERP / DOF - Shabani
44
45 15, Conduct Lab Sessions for Licensees and Suppliers on the use of Reports, iStore
46] M2 5A ISchedu!e weekly sessions for the months of April, May and June Short 13-Apr 25-May ERP/DLC
471 w2 5.8 [Reevaluate frequency of lab session Short 25-May S-jun ERP/DLC
481 M2 5.C [Publish and communicate Lab Session to Licensees and Suppliers Short 1-fun 12-Jun pe ERP/DLC
49
50 |6. Utilize LRE Inspectors to address Licensees questions
51] m2 6.A |Develop outreach approach Short 25-Apr 12-jun ERP/ DLC
521 M2 6.8 [identify top 10 questions Short 25-Apr 12-jun ERP/ DLC
53
54 | 7. Develop and conduct Licensees, Supplier and Retail customer surveys (3 surveys) DLC
551 M2 7.A [Develop survey based on performance indicators for customer satisfaction Short 1-May 10-Jul DLC, CountyStat
561 M2 7.8 [Test survey and modify Medium 1-lut 1-Sep DLC, CountyStat
571 M2 7.C iConduct survey and analyze results (Reoccurring every 6 months} Medium 1-Oct 1-jan DLC, CountyStat
58 M2 | 7.0 |Mudify process based on survey analysis Long 1-dan ONEOing DLC, CountyStat
59
60 |8. Conduct Monthly Informational meetings for all DLC Staff

\ M1 ‘ aA Fstablish overall goals-, expect.ations, customer service standards, review critical business processes and the Short S-May ongoing DLC/Change Mgmt.
61 impact of end-to-end integration
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62
63 19. Develop manpower analysis

M1 - Review position responsibilities and need for changes/ additions based on needs resulting from changed Short 15-Apr 15-Jun % OLC CHIEFS
64 processes |
651 M1 9.8 |Prepare report for approval Short 15-Apr 6-May DLCD.Q./ OMB
66 M1 1 8.C [{Obtain approvals for long-term staffing needs fi 4-May ongoing OCL CHIEFS CAQ, OMB
67
68 | 10. Improve personnel complement and ability to fill vacant positions
691 ML 10.A |Develop justification for blanket exermnptions to hire and present to approvers Short 1-Apr 1-Apr DLC/Dir Cff. CAQ, OMB, OHR
70} M1 10.B {Obtain approvals from appropriate parties Short 1-Apr 1-Apr CAC/OMB/OHR DL
71 M1 10.€ |initiate and complete hiring process for new Miil {Chief, Division of Wholesale Ops}) Short 1-Jun 31-Aug Director's Office
721 ML 10.0 |Evaluate final personnel needs in the warehouse Medium 17-Aug 24-Aug DO/Div. Chief
731 M1 10.E |Initiate recruiting process (including warehouse and drivers} Medium 24-Aug 28-Aug DLC/GusMde O
74 M1 | 10.F |investigate need for a real estate specialist or changes to current management structure. Medium 1-ul 7-Aug DO/Gus
75 M1 | 10.G |Fill positions for warehouse and drivers Medium 28-Aug 30-Oct DLC CHIEFS
76 | 11. Track performance improvement in customer service
77 M2 11.A [Review current metrics Shart 20-Apr 26-jun DLC EG, CountyStat
78] M2 11.B |Create new metrics based an new processes Medium 20-Apr 21-Aug DLC EG, CountyStat
79 M2 | 11.C |Track and report on new metrics Short 27-3ul ongoing DLC EG, CountyStat OMB
80 #M2 | 11.0 |implement DLCStat meetings oceurring monthly Short 2-jun ONEOINg DLCEG, CountyStat OMB, ERP, FiIN, CAC
81
82 112. Review organizational structure and responsibilities
831 M1 [ ! 124 EStudy, recommend and implement organizational changes including Divisions and Sections Short 5/1/ 15-Jun Director's Office CAQ, OHR
84] m1 | | 12.8 [Hire personnel if study recommends additional positions Medium 15-May 28-Aug Diractor's Office OHR
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6 M3 impl 1t Impro ts in Inventory Management/Control Program
7 M4 Implement Impro s in Inventory Management Automated System
8 M5 Implement Organizational Changes
9 M6 Implement Ongoing Performance Metrics and Feedback/Improvement System

U
11 |1. Engage expert consultant to improve Warehouse operations and logistics
12| ™3 1.A [Hire consultant for comprehensive on-site review of warehouse operations Short 4-May 29-Jun GMO/DLC
13| ™3 1.B |Consultant's report with recommendations by end of May Short 4-May 30-May
14| M3 1.C |Review report and select recommendations for change Short 1-Jun 19-Jun
15 M3 1.D |Incorporate consuitant findings into action plan Medium 22-Jun ongoing GMO/DLC
16
17 |2. Supplement Warehouse staffing with contractor(s) with expertise in Warehouse /Order Management
18] M5 2.A |Develop and issue task order Short 3-Apr 15-Jun ERP
19| M5 2.B |Review task order and select applicant Short 13-Apr 15-Jun ERP
20f MS 2.C (Initiate Purchase Order Short 20-Apr 15-Jun ERP
211 Ms 2.D |Hire Consultant Short 4-May 15-Jun ERP
23 |3. Identify and define root cause of Shorts on Trucks
241 M3 3.A |Engage Warehouse staff in identify issues Short 20-Apr 15-Jun DLC GMO/ERP
25f M3 3.B |[Develop action plan to address issues Short 20-Apr 10-Jul Montes de Oca/ERP
261 M3 3.C |Communicate the importance and plan to Warehouse staff Short 27-Apr 30-Jun Montes de Oca/ERP
27 M3 | 3.D {Review progress each week and communicate with staff Short 27-Apr On-going Montes de Oca/ERP
28] M3 3.E |ldentify all reasons for Shorts on Trucks Short 20-Apr 15-Jun Wy i Montes de Oca/ERP
291 M3 3.F |Develop a report measure weekly and monthly Shorts on Trucks Short 5-May 15-Jun DLC GMO / ERP
31 |4. Improve scanning process
32] M4 4.A |Reconfigure the warehouse's wireless system to ensure speed and accuracy of scanners Short 4-May 12-Jun DLC DTS
33] ma 4.B |[Test scanning for {oading and deliveries Short 6-Apr 12-Jun ERP/DLC
34| M4 4.C |Adjust scanners and train staff Short 4-May 30-Jun ERP/DLC
351 M4 4.D |Implement the use of scanners for receiving and shipping out Short 4-May 10-Jul DLC
36 M4 4.E |Develop and implement random sample counts Medium 6-Jul ongoing ERP/DLC
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37
38 |5. Identify and document Returns to Warehouse
identify all reasons for Returns; Did not Order, Wrong Product, Description not Clear; Ordered
3 - - D
39 M3 34 incorrectly on iStore, Sales Rep ordered too many; Re Ordered-unsure of delivery Short 27-hpr 5-un w
401 M3 5.8 [Develop plan to obtaln detailed reasons Short 27-Apr S-Jun DLC/ERP
411 M3 5.C [Develop tracking process 1o measure improvements in returns Shart S-May 30-jun DLC/ERP
42
43 |6. Develop business plan for Managing inventory
Identify and define what should be managed on daily, weekly and monthly bases by :
M3 6.A |buyers/warehouse staff such as: past due, close partial orders, lig/wine open orders, special open Medium 27-Apr 17-put g w47 Pandya/Gus Montes de Oca
44 arder, unreserved beer orders, opens sales orders, open PO lines 1
M3 6.8 |Document written policies and procedures for warehouse operations including policies for inventory Medium 26-May 17-dul e v Gus /Pandya
45 adjustments in Oracle and new policies and procedures currently being adopted. f =
46 M3 6.C |Assign specific activities to Buyers Short 27-Apr On-going b Pandya
47 M3 6.0 |Schedule periodic meetings to review process and progress Short 27-Apr On-going i Pandya
48
4917. Fully inventory the DLC warehouse .
- to) with ot - " G " 2
“ M3 74 f::fnl::t::: lcn’::::ory {including kegs and pallets) with other DLC units playing an active role during Short 15-Apr 30-1un Pandya/Gus Montes De Oca
51 M3 7.8 rweekly tally counts Medium 6-tul ONgoing DLC /G de O & Staff
Create process/imple t rand ! ts & identify lead i i B
M3 7.c reate p s Jimplerment random sample coun identify lead personne! including personnel from Mediam Edul ongoing Gus Montes de Cca
52 other DLC units
53] M3 7.0 iDevelop and provide process information to involved individuals prior to full inventory Short 25-May 23-lun %&{ Gus and Sunil
54 [
55 | 8. Improve inventory control
561 M3 8.A |Develop a roll forward reconciliation for inventory counton 1/24 to inventory load on 2/1 Short 15-Apr 30-Apr DLC Finance DOF - Willlams
571 M3 8.8 |Analyze alias accounts and determine proper access, use and control Shart 15-Apr S-Jun DLC Finance/DOF - Williams ERP
o e
i i i G
M3 8 Cle:ﬁv Ia::,::il:;or:gegoca::ns b\fdprocfuct f::tstock :t]emst fmd cu-i:‘omer’for srecn:! crd:; u?mos an.d Short 20-May 304un :;‘ . - %’ Gus/ Gene
58 a separa ALION 107 Dreaxage and assign a orage iocatinos with a unique location coge in Uracie. . R % . o Managers
591 M3 8.0 |Develop process to log daily variances Short 1-Jun 30-3un . o Gus/Gene
M3 8. [Develop an acceptable variance threshold policy , validate inventory adj and implement Medium L-ul 18-iul Gus/Sunil
60 approriate checks and balances by obtaining OK from DLC Finance on adjustments
61] M3 8.F |Develop log process to accurately adjust electronic inventory Medium 1-jul 18-1ul ERP/Gus & Sunil
62 !
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63 {9. Engage Warehouse staff in setting expectations, goals and accountability
64| M3 3.A |Conduct All Hand Warehouse meeting (receiving, shipping, routing, picking} Short 27-Apr 12-Jun 4 rontes de Oca/Warehouse

M3 3.8 |Conduct daily check in meetings with each groups Supervisors {receiving, shipping, routing, picking) to Short 20-Apr On Going Montes de Oca/Warehouse
65 discuss goals for the day, review key business processes, identify challenges, and establish action plans >

M3 | ac Conduct weekly warehouse meeting to review goals, business process, procedures and end-to-end Short 20-Apr On-going . Montes de Oca/Warehouse

66 processes ¢

M3 8.0 Condnfct Receiving training for Receivers on the use mobile scanners and establish business process Short 26-Apr 15-1un ERP/Gus Montes de Oca
&7 for going forward < 1

M3 SE Co'nduct Shipping training for Pickers on the use mobile scanners and establish business process for Short 20-Apr 15-4un o ERP/Gus Montes de Oca
68 going forward
5 i
70 {10. Identify system Enhancements

Identify new requirements for IStore {quantity on hand, checking availability, monitoring code

M4 10.A |changes/approvals for code changes, success/notification to retall store locations about the Short 5-May 10-Jul : DLC/ERP
71 success/failure of transmissions )
721 M4 10.8 |Document canfiguration changes Short 11-May 10-Jul 1 DLC/ERP
73] M4 10.C |Develop and test changes Medium 18-May 1-Aug DLC/ERP
74
75{11. Identify Report Enhancements
76| M6 11.A {identify new requirements based on feedback from focus groups Short 5-May 30-Jun C DLC/ERP

M6 118 Develop tracking for shorts, wrong case on trucks and customer returns by product {beer, L/W, special Short -May 10-ut i . : . £G/ERP
77 orders) ]
7B8F M6 11.C [Develop tracking for customer returns by customers Short 18-May 10-Jul ft EG/ERP
79} M6 11,0 |Develop a slow moving items report Medium 27-Apr 15-Jul - Gus/Gene
80| M6 11.E |Document configuration changes Medium 11-May 17-bul b a5y DLC/ERP
81] M8 11.F [Develop and test changes Medium 18-May 31-jul DLU/ERP
82
83 |12. Split DLC Sections further
84] MS 12.A A, Spiit DLC warehouse responsibilities for efficiency & effectiveness, Medium 1-Apr On-hold by CAD g s 4 DO / Gus Montes de Oca
851 Ms 12.8 |8. Evaluate warehouse ops in different product categories Medium 1-May On-hold by CAD & 1 D. Office/ Gus M. de O,
86
87 113, Track performance improvement in the warehouse N _ _
881 Me 13.A |Review current metrics Short 20-Apr 19-jun % DLC, CountyStat
89] M6 13.8 |Create new metrics based on new processes Short 20-Apr 30-Jun DLC, CountyStat
90 M& | 13.C {Track and report on new metrics Short 1-jul ongoing DLC, CountyStat OMB
91 Mé | 13.D limplement DLCStat meetings occurring monthly Short 29-May ongoing I«‘}’f : i DLC, CountyStat OMB, ERP, FIN, CAQ
74
93 |14, Conduct cost effectiveness analysis for overnight loading. ; [
94 | m3 | 14.A [Investigate in-house loading vs. outsourcing loading vs. mixed operations Medium 1-Jul 1-Oct Director's Office, Gus
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5
5 ﬁ M7 Implement improvements in Special Order Delivery Operations
71 : M8 Implement Ongoing Performance Metrics and Customer Feedback/Improvement System
g M9 Conduct Alternatives Analysis for: Special Orders Delivery Outsourcing, Direct Shipment, and Other improvements

1. Logistical improvements
10| M7 1.A |Review management and classification of positions in the Special Orders Unit. Short 6-Apr 30-Jun Gus Montes de Cca
11| M7 1.B {Examine workload and determine if personnel expansion is necessary. Short 6-Apr 12-Jun Gus Montes de Oca OMB, CAQ
121 M7 1.C [Create Identifier Code System for special order products and implement Short 1-Apr On-going Gus Montes de Oca
13] ™7 1.D {Expand warehouse space and location/numbering for improved tracking and picking. Short 1-Apr 1-Jul Gus Montes de Oca
14
15 | 2. Improve special orders deliveries
16| M9 2.A [Continue effort with Comptroller to interpret "tome to rest” provision of State law Short 15-Mar 30-Jun ggfz;“w o DLC Director
17| M3 2.8 |Examine delivery options for Special Orders, including vendor to warehouse to customers. Short 1-May 1-Jul i : : DLC Chiefs
18] M9 2.C |Evaluate contracting out delivery of special orders and entire delivery operation Medium 1-May 1-Sep DO / DLC Chiefs
19§ M9 2.0 |Evaluate smaller delivery trucks {no COL license needed) Medium 1-May 31-jub Gus Montes de Cca DES-Fleet
201 M8 2.8 [Review time tables for supplier deliveries to warehouse Short 15-Apr 19-jun Gus Montes de QOca
21] M8 2.F |Review and update time tables for DLC deliveries to retailers Short 15-Apr 31-jul Gus M de O/Greg Franklin
22
23 {3. Track performance improvement in special orders
4] M8 3.A |Review current metrics Short 20-Apr 19-jun DLC, CountyStat
25] M8 3.8 [Creaste new metrics based on new processes Short 8-May 30-dun DLC, CountyStat
26 M8 3.C |Track and report on new metrics Short B-iul ongoing DLC, CountyStat OMB
27 M8 | 3.0 limplement DLCStat meetings occurring monthly Short 26-May ongoing DLC, CountyStat OMB, ERP, FIN, CAQ
28
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2¢ |4, kdentify and define chalienges with Special Order Products
30] M7 4.A Align inventory of the top 4 Special Order suppliers Short 11-Apr 11-Apr Gus Montes De Oca
31} M7 4.8 {Establish locator numbers to improve receiving and picking of product Short 11-Apr 18-jun Gus Montes De Oca
321 w7 4.C |All Special Order products will be recelved and pickad using locator numbers Short 13-Apr 6-jul Gus Montes De Oca
331 w7 4.D |Engage DLC Special Order Team in identify Issues Short 1-May 12-un Pandya
341 M7 4.E |Develop action plan to address issues Shart 1-May 19-jun Pandya/Gus Montes De Oca
M7 ar Implement a plan for buyers and warehouse receiving staff to Collect UPC codes for all Special Order Short 11-Apr ongoing Pandya / GMO
35 products
36 M7 40 Implement plan for warehouse staff to manuaily collect and entering UPC codes when receiving Short 20-Apr ongoing Gus Montes De Oca
37
38 |5, Establish the role of sales reps in placing orders on behalf of licensees
391 M7 5.A [Review current capabliities and areas of concern Shert 28-May 30-Jun ﬁ? s . . Sunil
40§ M7 5.B [Develop DLC policy on the role of sales reps in placing orders Short 28-May 14-jul i Director's Office DLC
411 w7 5.C |implement the DLC policy on the roles of sales reps in placing orders and train Suppliers. Medium 17-iul 15-Aug Sunit
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IV. Improve Retail Operations Action Plan

6/16/2015 Supportin
Action ltem Term Start Date End Date Lead Party o s £
i Status Partylies)

b M10 Open Three (3) New Stores and Relocate One Store in FY16

&

o . .
- § M11 Develop Long-Range Retail Store Business Plan/Strategy

ot

>2 | M12 I1mplement Best Management Practices: Performance Monitoring and Internal Controls
10 |1. Develop a plan for new locations and relocations
11] M10 1.A |Hire a consultant Short T 17-Apr 17-Apr Gus Montes de Oca

M10 1.B |R t GIS i i isti il sh i i = d i

1 eques information on existing retail shopping centers in the county and demographics Short 13-Apr 20-Apr Gonzalez/Montes de Oca DTS
13| M10 1.C |Provide monthly updates to CAO Long 2-Jun 1-Dec Gus Montes de Oca/Director CAQ
14| M11 1.D |Develop a DLC strategy for new retail store openings and locations Long 1/2/16 6/30/16 DO/ Gus
151 M10 1.E [Develop a DLC brand strategy with store guidelines and consistent use of DLC branding long On-going 20-Dec Gus
16
17 |2. Lease three new sites and one relocation
18| M10 2.A |identify and evaluate candidate locations, including available space Short 17-Apr 1-Jul Montes de Oca
19| M10 2.B |[Review sites for possibility of a super store and assess feasibility Medium 5-jul 30-Dec D. Office/Gus
20| M10 2.C |Enter into lease agreements for selected sites (staggered) Medium 5-Jun 28-Aug 2 i H Montes de Oca
21| M10 2.D |Outfit and stock new stores (staggered) tong 4-Sep 30-Nov Montes de Oca/Retail Staff
22| M10 2.E |Open new stores (staggered with periodic updates to CAO, OMB) long 1-Dec 30-Dec Montes de Oca/Retail Staff
23
24|3. Staff new stores
25| M0 3.A_[idenity staffing needs Short 2-Jun 15-Jun g ; Montes de Oca/Retail Staff OMB
26| M10 3.B |Hiring process Medium 15-jun 28-Aug Montes de Oca/Retail Staff OMB, OHR
27] M10 3.C [Train new staff Long 7-Sep 30-Nov Montes de Oca/Retail Staff
28
29 |4. Track performance improvement in retail
30| M12 4.A |Review current metrics Short 20-Apr 15-Jun f:;:, 2 DLC, CountyStat
31| M12 4.B [Create new metrics based on new processes Short 20-Apr 30-Jun DLC, CountyStat
32 M12 | 4.C [Track and report on new metrics Short 10-Jul ONROINg DLC, CountyStat OMB
33 M12 | 4.D {Implement DLCStat meetings occurring monthly Short 28-May ONEoing DLC, CountyStat OMSB, ERP, FIN, CAO
34
35 |5. Improve Inventory and other controls in Stores

Page 1of 2
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involve store mana ini look inte ¥ i iti
M12 SA gers in inventory counts and look into involving another DLC unit in the counts to Medium
36 aliow for a secondary theck 24-un 1544l
37} M12 5.8 {implement policy far changing safe combination Short 18-May 30-Jun
381 M12 5.C [implement poliey for authorization of discount transactions Short 2-lun 30-jun
Page 20f2
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6 M13 Implement improvements in Delivery Routing & Operations

7 M14 Complete Analysis of Fleet Requirements and Alternatives and Develop Recommendations

8 M15 Implement Improvements in Delivery & Fleet Performance Monitoring

9 |1. Optimize delivery routing using GPS and quantity order data

10| m13 1.A |Review current delivery route methodology and identify areas for improvement (iteration 1} Medium On-going 15-Jul e i DO / Gus

11{ M13 1.8 |Implement Improved delivery routing Medium 4-May 30-Iul Montes de Oca/Warehouse
12 M13 1.C |{Track delivery improvements long 4-Aug on-going GMO

13

14 |2, Improve delivery timetables

15| M13 2.A |Review time tables for supplier deliveries to warehouse Short 1S-Apr 12-Jun b : o Montes de Oca/Warehouse
16] m13 2.B [Review and update time tabies for DLC deliveries to retailers Short 15-Apr 30-jun Montes de Oca/Warehouse
17

18]3. Improve delivery policies and protocols

191 M13 3.A |Develop protocol for customer not available at time of delivery Short 4-May 12-jun Montes de Oca/Warehouse
| s ag ::seﬁ:;vc::::eed for DLC policy to rotate delivery route assignments and driver/helper pairings Short On-going 20-1un . : . ; 56/ Gus

21

22 4. Review and updated driver documentation form

23] M13 4.A |[Change driver tally sheet to sync with DLC-Finance Short 15-Apr 15-Jun Montes de Oca/Pandya
241 M13 4.B |Instruct drivers on new change Short 15-Jun 22-Jun Montes de Oca/Warehouse
25 M13 4.C |Verify compliance with change Medium 12-jun ongoing Montes de Oca/Warehouse
26
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27 |5. Resolve fleet issues using market and cost of service information and industry best practices
Complate Initial lysis of . § i i i )
M4 5A mplete Initial analysis of DLC Fleet. Complete critical fifecysle analysis and identify short and long Shart 1-Mar 1-Apr DES/Montes de Oca DLC, OMB
28 term fleet strategy.
Cormnplete a more detailed analysis of PFM Fleet options. Draft REOI for next generation liquor delivery
M4 5.B |vehicle. DGS working with multiple truck manufactures for site visits and process analysis. Finalize Medium 30-Mar 15-4ul DGS/Montes de Oca DLC, OMB
29 analyis and new truck specifications.
Purchase 8 new trucks {DGS Fleet Recommendation). DGS determined that 8 trucks are in critica)
Mi4 S.C |immediate need of replacement for safety, reliability, and maintenance issues. DGS completed Shart 15-Apr 1-3ut bGs/Montes de Oca DLC, OMB
10 specifications for replacernents. Once approved and funded delivery of trucks 180-240 days.
M14 50 Come to a decision on fleat. Presant fleet analysis to OMB for purchase / lease options of the future Medium 1510l 30-1ul DES/Montes de Oca DLC, OMB
31 DLC fleet.
32
33 |6. Track performance improvement in delivery and fleet
341 M15 6.A [Review current metrics Short 20-Apr 15-jun DLC, CountyStat
35] M15 6.8 |Create new metrics based on new processes Short 18-May 30-jun DLC, CountyStat
36 M15 1| 6.C |{Track and report on new metrics Medium 1-iut GUEOINg DLC, CountyStat OMB
37 M15 6.0 limplement DLCStat meetings occurring monthly Short 28-May ONEOINg DLC, CountyStat OMB, ERP, FIN, CAQ
Page 20f 2




DLL iImprovement Action Plan
June 17, 2015

VI. Improve Financial Controls and General Operations A

Milestona

Action tem Term Start Date End Date

ion Plan

6/16/2015

Status

Lead Party

Supporting Party(ies}

V. . ~Update the reconcnhatlon status of ACH transacticns ln / P m
{Elvmmate unrecorded 784 transfers and implernent interim
Resolve issue wnth 784 Transfer automatlon by foading Ora

iImprove control and standardization over recording and collectmg on ACH rejecnons bv documentmg
: ocedures

3l

‘et

Medion | 1SApr  3Laul
, . Short  1SApr . 1SMay
Develop procedure for LRE invoices to be recorded using Oracle AR Modute . ) Medlum 15-Apr : 31-Jul

i:[)evelop procedures for receipt reversals Medium 15-Apr 3L

_:Improve controls over how promational credits will be applied to Licensee. h e Medium C15-Apr "31-Ayug
Develop fo!low up reports to review credits appi d . Short ¢ 15-Apr i 30-dun
. Eliminate bottlenecks with invoice processing t:sy lmplementmg an OC& solutlon to handle |arge, '
e VOIS e e e . Medium 30-Apr ... 30Sep
\Improve controls P f d o : o
iimpy overA/ unction bv further def 8 and allgnmg duties to Oracle access for A/F’ short 15-Apr 30-Apr
-Staff :
Page 1of 3 1

4

. .‘ ERP
ERP

Pandya
Pandya
(ERP

.. Pandya
Pandya
Pandya

DLC/ERP

e
. Pandya

_DOF - williams
DOF Metzer .

DLC DOF Metzger N

DOF Metzxer »
DOF - Metzger,wmlams
DOF - Metzger
DOF - Metzger
 DLC, DOF - Metzger

__ERP, DOF -Shabami

DOF - Shabani
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DLC Improvement Action Plan
June 17, 2015

Biclol E P G | H I | J | K

7T T 1 1 L 1 i

| 30 4. Improve financial reporting by more complete and accurate general and subsidiary ledgers

pLE
DOF - Shabani
o . . . 31-jut ERP

improve tlmelnngss/Cmtrql of‘re;grdlng A/R trvansactiqns‘by al.yl‘tomat’iung Create Accgunrtgngrfor AR B : o . ) L DOF - Metzger

élncrease accuracy of monthly A/P closings by fixing configuration of the AP Trial Balance forDLC © M ed:um B i, o }?AP( ) 31’“ ) ERP _ DOF - Shabani
‘improve completeness and accuracy of MCG Ledger reporting by aummating consolidation of DLC " - -

««««««« ledger toMCGledger Medim R LB = . DOF-Wilfams
improve controls over DLC invent h rting by d ti d implement .

4 ory/warehouse accoun ng y documen mg and implemen Medium 15-Apr : 31-5ul

reconciliation process of DLC inventory a dledgers .DOF—Wiliiams

DOF - Williams

DO - Willams RP
Pandya DOF - Wiltiams/ERP

) ‘Inventory Process Reconcile mventory count (1 24~15) to mventory balance populated in Oracle {2-1-

1) . DR I TR . pandya . DoF-willams
implementthe rewsedmventorvconsolldaton entrvforfgblgo-lwe ba‘snu e Shoet o ASApr 30-Jun _DOF - Wllliams/Dch . . ERP
_ DOF - williams DLC, ERP

Increase frequency of in or v counts by- wstablish -g’ﬁukarterﬁ: éih;,;slcﬁi ih'\?éﬁizyzr\'ytéuynts and
document processes, including appropriate pianning processes

Medium

SOSep

DOF - Williams

Gus Montes De Oca

‘Increase accuracy of inventory reporting by reviewing and analyzing aliss accounts and determine Medium 1jut 30-Sep DLC/ERP
_proper access, use and control of accounts (Shrinkage, price variance, breakage and spoilage, et R B § _ DOF - Williams
‘Document and futher standardize policies and procedure zrgardmg the use of “guarantine”, . Medium ) 15-Apr : 30-Sep Pandya DOE - Williams
perform random limited mventory checks ' ST Med;um o it ) | ) oh%&ihg ) . Do pic h ) '

;‘Rewew policies and procedures on retail and warehouse mventorv counts and 1mplement strong
internal controls to deter theft/abuse and the safeguarding of assets.
‘Assess the need and optmns fora Ioss prevention specialist in DLC :
Assess the need for a review process for DLC orders taking into account Oracle's min/max capabluties :
{for DLC orders ‘

long 1-5ep 31-Dec Gus Montes De Oca

... DOF-Williams |

Medum - Thdg | 1iSep

DO/Gus

Short | 26-May 30-iun Sunil

Page 2of 3 15



DLC Improvement Action Plan

June 17, 2015

B ] cJo E

i
W

- 10.C

_ procedures, performance metrics, and employee perforinasice standards.

w
>

Mediurm

1-ul

75 ;
':/_'E'_ ‘. | . 1 Ju! A ‘1;(‘:')‘;; .

77] ‘Medlum 2 Oct T "3pDec
7] OO O
80112 Track performance Improvements and examme different organizatton modeis Authority, Enterprlse Fund et: as necessarv
81}, 1 7Z 12,8 Review the performance nmpacts o the DLC action plar and OHR process mprovements Short ongoing ‘ongoin‘g
| 82 128 .Cnn’s’:deradxffereqt oganizationa mode! as a potential option as necessary "’Lcmg’ i TBD ’ T8O
a3 :

24]13. Track Return volurpg'py customer, reasons and cletermme appropnateness of re-stockmg fee R

85 13.A :Discuss options for trackmg w1th ERP Omcfﬂ tesnT Medium 15-un :

86| rack data and evaluate options for restoc ing fees ) Mezlum 19-Jun

page 3of 3

F G H 1 ) K

57 | |

5817. Other Internal Control Improvements i . : : ] -

E> :Enhance/mcrease financial managementjaccoum ng resources “““ Short ¢ 18-Apr 30-jun . Pandya . 7 DOF - Williams

‘Review and Implement preventive measures to ensure all discounted transactions are appropriately Short 12/1/14 1/30/15 Sunil / Gus
60 ... Buthorized prior to processing {limited rights, second signature above certain threshold)
.Develop and implement a plan to enhance continuing education and professionat development of
i - -Des p
61} fnancialstafl medim e e DOF - willams
Develop and nmpiement a plan for ongomg commumcahon monitoring, and feedback on the .
621 §effecuveness of operating controls : Medium tul 31-Dec t”and’ya‘ ~ DOF - Williams
&3] :

64 | 8. Reconcile deposuts with cash receipts from DLC Stores - ] o -
65 2A Reconciie cash re 30-dun Controliers office ERP,DOF - Williams,DLC Fin
66 ~

6719. Analyze postmg of licensee accounts to smooth deliverles S ; S
_§_§_ ) Mediurm 1-un 1-Aug DO / Sunil
Go] .

70 .
|71 ] : 10 A ldennfy pullcnes and procedures in need of documentation ediur 1-jun 1-Dec | ”QVO/Sect:on Chlefs’

C poli d d ded f
108 | : Document DLC policies an procedures and determine the neede requency of a review r‘;«:ie (must Short {}rugomg 15-1un - Div. Chiefs

721 ibe atleast annually] o T o i@

: Schedu e annual reviews of pctcnes and procedures mc!udlng capl org s ure, operations! : bo j Div. Chiefs

DO/ o Chlefs e
DO / Div. Chiefs

DLC/ERP/DOF/CountyStat,
pLc
Do CERP
DO ERP

18
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OLO REPORT

Tabie 31. Difference betwean DLC and Private Distributor
Average Wholesale Prices for DLC Top 30 Seliers

Montgomery County wholesale
Price is higher than the private
distributor

36%

24%

CountyStat Analysis

18%

20%

32%

# of Product Avarage Wholessle Price
Product Type | | Catculation BLc Privata % Difference,
Distributor  DLC vs. Privats
Stack
Beer 5 $24.01 $24.66 -3%
Wine 27 573.88 575.44 -2%
Spirits % $170.31 4178.61 -5%
Spwcial Order
Beer 3 $33:60 $28.74 +13%
Wine 12 587.84 593,46 6%
Spirits 26 $251.59 827767 -10%

Montgomery County wholesale
Price is lower than the private
distributor

54%

36%

76%

74%

50%

Source: DLC, MD/DC Beverage Journal

Montgomery County wholesale
price is the same as the private
distributor

0%

38%

0%

2%

0%

Private distributor wholesale
price not available

0%

2%

6%

4%

18%

Total

100%

100%

100%

100%

100%

Montgomery County wholesale
price is higher than the private
distributor by $2.00 or more

6%

0%

2%

4%

12%

Private distributor wholesale
price is higher than
Montgomery County by $2.00
or morg

0%

2%

26%

34%

24%

Difference in price is equal to
or greater than $2.00

&%

2%

28%

38%

36%

The OLO report {February 2015}
contained the % difference in private
versus DLC average wholesale prices
{1 case —does not include volume

_discounts from private distributors}

on stock and special order items by
pmdnct type for a limited sample of
products. -

DLC provided CountyStat with the
private wholesale prices (Beverage -
Journal) for the top 50 wines, beers
and spirits to compare with DLC

’ wholesale prices.

This analysis is meant to provide -
additional insight into DLC wholesale
prices vs. private distributors.

CountyStat provides the DLC to
private wholesale price comparison
for:. 0

DLC vs MD: Wine

DLC vs MD: Beer

DLCvs DC: ‘Beer o
DLC vs MD: Spirits (Top Sales}

DLCvs MD: Spi‘ri'ts (Top Licensee Sales)

2of1e




Difference in wholesale price (in dollars)

$8.00

$6.00
$4.00

42,004

27 28

5-

Oollars

123456788910 14 15 16 17 12 198

$14.00}
$(6.00}

3(8.00)

msz 33 34 35

AP0
Montzgomery County Retail Price is higher than the State Distributor (RED} 18 36%
Montgomery County Retail Price is lower than the State Distributor (Green} 32 64%
Montgomery County retail price is the same as the State Distributor 0 0%
State Distributor price not available 0 0%

Total 50 100%
Montgomery County wholesale price is higher than the private distributor by $2.00 or more 6%
Private distributor wholesale price is higher than Montgomery County by $2.00 or more 0%
Difference in price is equal to or greater than $2.00 3 6%

Of the top 50 wines,
- Montgomery County’s
_wholesale price was greater
*'than the private distributor for
18 wines (36%) and lower for
32 wines (64%). - .

The Montgomery County
wholesale price was higher
than the private distributor by -
$2.00 or more for 3 wines

6%

" ‘Note: See appendix for Top 50 list

T 314

&



Difference in wholesale price {(in dollars)

e l L
5
LR |
[
It 1 32*34 35 as
S(0.50

5{1.00
$61.50)
542.00)u4

$(2.50)

Montgomery County Retail Price is higher than the private distributor {RED)

12

24%

Montgomery County Retall Price is lower than the private distributor {Green} 18 36%
Montgomery County retail price is the same as the private distributor 19 38%
Private distributor price not available 1 2%
Total 50 100%
Montgomery County wholesale price is higher than the private distributor by $2.00 or more 0 0%
Private distributor wholesale price is higher than Montgomery County by $2.00 or more 1 2%
Difference in price is equal to or greater than $2.00 1 2%

Of the top 50 beers, Montgomery .

“County’s wholesale price was greater
than the private distributor for 12

beers (24%), lower for 18 beers
{36%) and the same for 19 beers
{38%). ﬂata was not avatkabke for1
beer (2%)

The pfivate;distributdrwheiesale o

price was higher than Montgomery

County by $2.00 or more for 1 beer
(2%).

Note See appendex for Top 50 hst ~

- 4of 14
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36.00

34,00

5{2.00¥

5(4.00)

${6.00}

${8.00}

51 {31 32 33 34 35 36 91

Montgomery County Retail Price is higher thn the private distributor () 18%
Momgomery County Retall Price is lower than the private distributor {Green) 38 76%

Montgomery County retail price is the same as the private distributor 0 0%

Private distributor price not available 3 6%
Total 50 100%

Montgomery County wholesale price is higher than the private distributor by $2.00 or more 1 2%
Private distributor wholesale price is higher than Montgomery County by $2.00 or more 13 26%
Difference in price is equal to or greater than $2.00 14 28%

Of the top 50 beers, Montgomery
County's wholesale price was
greater than the District of
Columbia’s private distributor for 9
beers {18%) and lower for 38 beers
{76%). Data was not avai abie for3
beers {6%).. .

T he Montgomew County wholesa%e
_ price was higher: than the private

distributor by $2.00 or more for 1
beer (2%) .

The private distributor wholesate

price was higher than Montgomery
County by $2.00 or more for 13

beers (26%).-

 Note: See appendix for Top 50 fist -

- 50f14
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Difference in wholesale price (in dollars)

Dollars

24 25 260 L 35 39
S{2.00

${4.60)
${5.00}

$(8.00)

44

[

a5 46 47 ash

Montgomery County Retail Price is higher than the private distributor (RED) 10 20%
Montgomery County Retall Price is lower than the private distributor {Green} 37 74%
Montgomery County retail price is the same as the private distributor 1 2%
Private distributor price not available 2 4%
Total 50 100%
Montgomery County wholesale price is higher than the private distributor by $2.00 or more 2 4%
Private distributor wholesale price is higher than Montgomery County by $2.00 or more 17 34%
Difference in price is equal to or greater than $2.00 19 38%

Of the top 50 spirits, Montgomery
County’s price to retail was greater
than the private distributor for 10
spirits (20%), fower for 37 spirits
{74%) and the same for 1 spirits (2%}.
Data was not available for 2 spirits
{4%].

The Montgomery County wholesale
price was higher than the private
distributor by $2.00 or more for 2
spirits {4%).

The private distributor wholesale
price was higher than Montgomery
County by $2.00 or more for 17
spirits (34%).

Note: See appendix for Top 50 list

5 of 14
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45,00 Difference in wholesale price (in dollars)

$6.00

Dollars

3{2.00

${4.00)

${6.00}

${8.00}

32%

Montgomery County Retail Price is higher than the private distributor (RE)
#Montgomery County Retail Price is lowsr than the private distributor {Green) 25 50%
Montgomery County retail price is the same as the private distributor 0 0%
Private distributor price not available 9 18%
Totol 50 100%
Montgomery County wholesale price is higher than the private distributor by $2.00 or more 6 12%
Private distributor wholesale price is higher than Montgomery County by $2.00 or more 12 24%
Difference in price is equal to or greater than $2.00 18 36%

Of the top 50 spirits sold to
Montgomery County Licensees,
Montgomery County’s wholesale-
price was greater than the private
distributor’s for 16 spirits (32%) and
lawer for 25 spirits (50%}). Data was

_unavailable for 9 spirits (18%).

‘The Munfgomeh} Cbunty wholesale

price was higher than the private
distributor by $2.00 or more for &
spirits {12%). -

The private distributor wholesale
price was higher than Montgomery
County by $2.00 or more for 12
spirits (24%}).

®



DLC Wholesale Price Comparison Summary (1of2)

The majority of Top 50 items had

. . . s . lower wholesale prices in
Price comparison by distributor and product type (# of items) Montgomery County than by the

private distributor:

40 e e e s Wine (State} = 32 itemns {64%)

g e
37 Beer (DC) = 38 items {76%)

; Spirits (State) =37 items (74%)
33 . 32 . . e e . I . - ST S - . - Spirits tO chensees {State) :25 items (50%)
30 o 74% of Top 50 beer items had equal

25 to or lower wholesale prices in
5 Montgomery County than by the
private distributor :
0 - 18- SR e - . S e Same= 19 items (38%)
16 Lower= 18 iters {36%)
10
10 i - e _ _ _ . . (R S
0 o 0 . 0
0 ; o]
#of items # of items #of items # of items
WINE {State) i BEER {State} BEER {DC) ; Spirits {State) Spirits to Licensees {State)

@ Montgomery County wholesale Price is higher than the State/DC Distributor
B Montgomery County wholesale Price is lower than the State/DC Distributor
Montgomery County wholesale price is the same as the State/DC Distributor

M State/DC Distributor wholesale price not available

Rof 14
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20

18

16

x

[+2]

S

[

Price differences of $2.00 or greater by distributor and product type (# of items)

# of itemns

WINE {State)

# of items : ¥ of items # of items

BEER {State) ; BEER {DC) Spirits (State)
B State/DC Distributor wholesale price is higher by $2.00 or more
B Montgomery County wholesale price is higher by $2.00 or more

# of items

Spirits to Licensees {State}

The majority of larger differences in
price were the result of the private
distributor charging $2.00 or higher
than Montgomery County:

State or DC =43.items

Montgomery County = 12 items

Halif of the total items for which
Montgomery County’s wholesale
price is $2.00 or higher than the
private distributor are Top 50 spirits
to licensees.

gof 14
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1. Summary of Top 50 price comparison

2. Top 50 wines price comparison by item (State)

3. Top 50 beers price comparison by item (State) and Top 50
beers price comparison by item (DC)

4. Top 50 spirits price comparison by item (State) and Top 50
spirits to Licensees price comparison by item (State)

10 of 14
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WINE (State) BEER (State) BEER (DC) Spirits (State) Spirits to Licensees (State)

Category

Montgomery County wholesale
Price is higher than the private
distributor

Montgomery County wholesale
Price is lower than the private
distributor

Montgomery County wholesale
price is the same as the private
distributor

Private distributor wholesale
price not available

Total

Montgomery County wholesale
price is higher than the private
distributor by $2.00 or more

Private distributor wholesale
price is higher than
Montgomery County by $2.00
or more

Difference in price is equal to or
greater than $2.00

Source: Beverage Journal and DLC
provided by DLC

11.0f 14
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Top 50 Wine (Stafe)

LEGEND

- Montgomery County wholesale price is
i

1K, fackson Vintners Rese [ 12.05 :Republic National nigher than the private distributor (RED)
.. 2 5utter Home Chardonnay s 1.19 :Republic National $
3 Woodbridge Chardonnay 5 10.49 :Republic National $
.4 Alamos Malbec $ 8.89 :Reliable Churchill - $
5 Apothic CaliforniaRed Blend | 3 10.29 :Reliable Churchill $
6 Cavit Pinot Grigio *** . 1.5ml S 13.45 :Republic National $ Difference in price is equal to or greater
1.5ml S 7.55 iRepublic National $
8 Sutter Home White Zin L&ml  § 1.19 :RepublicNational $ than $2.00 (BOLD)
9 Barefoot Celtars Moscato 1.5ml $ 11.25 :Reliable Churchill - $
10 Barefoot Cellars Pinot Grigio 1.5ml $ 11.25 :Reliable Churchill : $
11 Cupcake Marlb. Sauvigon Blanc 750ml| $ .8.55 ‘Republic National $
12 Yellow Tail Chardonnay . 15ml$ 9.79 Reliable Churchill | $
13 Woodbridge Cabemet 1.5ml $  :Republic National * $
14 Sutter Home Sauvigon Blanc 187mi S Republic National $
15 Carlo Rossi Burgundy Aliter $ Reliable Churehill | $
. 16 FranziaCl o Sliter $ : $
17 Sutter Home Merlot 187ml s Republic Nationai ;| $
18 Bella Sera Pinot Grigio 1.5ml $ Reliable Churchill : $§
19 Andre 8rut Champagne 750ml $ Reliable Churchill © $
20 Ch 5t Michelie Riesling . TS0mME $ Republic National ' §
21 Beringer White Zin 1.5ml $ Retiable Churchill : §
22 Baringer White Zin 750ml $ Reliable Churchi s
23 Concha Toro Frontera Chardonnay  1.5ml s Republic National  §
24 Yellow Tail Cabernet 1.5ml $ i Churchill - $
 Tail Merot 15mi $ Reliable Churchill . $
w Tail Chardonn: 750ml s Reliable Churchill © $
27 Ecco Domani Pinot Grigio 750ml| s Reliable Churchilt : §
28 Menage A Trois Red 750m{ $  :Republic National - $‘
29 Mark West Central Coast Pinot Noir 750m| $ Republic National | §
.30 Carlo Rossi Chablis . dliter S Reliable Churchill ; $
31 Richards Wild irish Rose 750m| 5 Republic National | $
32 Sutter Home Cabernet 187ml| $ Republic National * $
33 H Beaulieu Picpoul De Pinet Blanc 750m| s Kysela
3 ConcraTorofronteraMeriot _ 15ml_$ lic National  $
35 Corbett Canyon Chardonnay 1.5ml $ Republic National ~ §
36 Un Bin 65 Chardonnay 1.5ml $ Reliable Churchill ~ $
37 Sutter Home White Zin ***** 1.5ml $ 5 Republic National ° §
38 Barefoot Cellars Moscato 750mt s :Reliable Churchill : $
39 Carlo Rossi 5angria L Miter s Reliable Churehill : §
40 Yellow Tail Merlot 750ml $ Reliable Churchill * $
41 Yellow Tail Shiraz 15ml$ Churchill  $.
42 Concha Toro Frontera Malbec 1.5ml $ Republi¢ National : $
.43 CHstMichelleChardonnay  750ml Republic National . $
44 Woodbridge Merlot 1.5ml 5 Republic National - $
45 Cavit Pinot Grigio 750mi s RepublicNational | $ Source: Beverage Journal and DLC
46 Kim Crawford Sauvignon Blanc 750ml $ Republic National $ .
._ 47 Woodbridge Chardonn‘av. 187ml $ 1 i _R"e.puhlic National 5 pfOV‘ded by DLC
48 Yellow Tail Cabernet 750m| $ Reliable Churchill : §
49 Nobilo Marlborough Sauvignon Btanc ~ 750ml| s Republic National _ $ 12 l.'}f 14
50 Woodbridge Pinot Grigio § 1.5ml $ 10.49 ;Republic National $
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LEGEND

Montgomery Zounty wholesale price is
nigher than the private distributor (RED}

o
1 Corona Extra 2/1ZNR
2 Mitler Lite 30 PK Can

H/ALUE!

"2 MillerLite 0PK Can
3 Corona Extra 24/12 Loose NR

<
GBI SUE

o]

7 Heineken 476 N®t

Difference in prica is equal to or greater
. 8 Coors Light 30PK Can

than $2.00 {BOLD)

gr

7 Het neken AIGNR

8 Coors Light 30 PK Can

8 Heineken 24712 Loose NR
i 10 Corona Extra 18 PKNR
© 11 Bud 30PK Can B
.12 ModeloEspecial 2/12€an 120z
| 13 Milwaukee's Best lce 2/12 Can
. 1aHelngken 18PKNr o M0z

WALUE! HVALUE!

10 Corona Extra 18PK NR

12 Modelo Espacial 2/12 Can
13 Milwaukee's Best lce 2/12 Can
14 Heineken 18PK Nr

walel T wawEl

i 18 Miller Lite 2/12 LNNR
18:Milwaukee's Best [ce 30 PK Can

20 Milter Lite 2/12 can. i Ro2
21 Modelo Especnal IBPKCan

22 Coors Light 18Pk Can

) Yuengling Lager 2/12 NR B Vuengllng Lager 2/12NR $
" o0 o Ught 18PakCan 24 Sud Light 18ak Can :
: 25 Heineken 2/12¢can -
..26:Modelo Especial 4/6NR $
.27 Modelo Especial Suitcase Cans 5
28 Modelo Especial 24/12 Loose NR 5
29 5tella Artois /12 Nr $
30 Coors Ught2/12Cans .30 Coors Light 3/12 Cans $
31 Bud Light 4/6 Nr .31 5“"“8”“‘/5va -
32 Bud Light /12Can : b n. .
33 Natueal Light -30PK can .33 Natural Light -30 . can 3 :
D mbed wi2can 34 Bud 2/12Can $ .
.35 Bud Light /12 NR 35 Bud Ught 2/12 NR $
M Bud18PKCan 36 Bud 18PK Can $
|37 Corona Extra /12 Can §
9 StellaAnols 4/6NR
| ABYuengling Lager ATGNR
41 Guinness Stout 4/6 NR | 81Gulnness Stout 4/6 NR $
© 82 Bud 4/6NR | 42 Bud 4/6NR s
© 43 Coors Light 476 LNNR ) 43 Coors Light 4/6 LKNR 3
84 Coors Light W/1ZINNR 4460015 Light 2/12 LNNR $.
85 Bud 2/12INNR A58 JIINNR - Source: Beverage joumal and pLC
© 46 Blue Moon 4/6 NR 35 Blue Moon 4/6 NR 5
57 Busch 30PK Can - 47 Busch 30 PK Can } o s prowded b? DLC y
| 4SBudUghtIBPKNR | 488ud Light 18PKNR 12z $ S
a9 Miller Lite Loose NR 49 Miller Lite Lonse NR e s ‘13 ofld
S0Coronaght/1ZNR S0 Coronalight 2/12NR 1202 3




15mimoffvodka
. ZGreyGoasevodka

© 3.Jack Danlels Black

<, 4 Bacard Rum-Ught

S Fireball Clnnamon Whlsleey
5 Tito's Vodka

9'Skyy Vodka
16 Bowmans Vodka

11 Jim Beam White Label
12 Absolut Vodka

14 Aristocrat Vodka
.15 Pinnacle Vodka
18 GilbevsVodka .

17 Jack Daniels Black

18 Montezurma Tripl

18 johnnie walker B

20 Kerel One Vodka

"3y ¢ wathams Binck Saarmash

22 Dewars Scotch
| 23 Canadian Mist

25 Sobieski Vadka

"27 Canadian Club Whiskey
28 Bacandi Rum-Gold

Retigble-Churchill
5 Reliable-Churchfll 5
Refiable-Churchif]

S Reliable-Churchii
Republic National
Reliable-Churchill
rehill

Repubiic National

1.75m1 RepublicNational &

Reliable-Churchill
5_RepublicNational _ §
. BS Republicmuonal

Religble-Churchilt
 Repulic National
Reliable-Churchill

Retiable-Churchill
13.45 Refiable-Churchill

i i
u
b4

o 15l
Sliver*" Purchase from R/C 750m}

" 1699 Reliable-Charenill
S Reliable-Churchill _ § 3
Republic National
Refiable-Churchiil
Reliable-Churchill

RVALUEE - HVALUE!

phbire
32 Fleischmann's Vodka

"33 Luksusowa Vodka

34 Jameson frish Whiskey

35 Grey Goose Vodka
35-Jack Daniels Black

38 Smirnoff vodka
.. 38 Jose Cuervo Tequila Sold
irnoff Vodka

42 Makers Mark

1GreyGoose Vodia

3 Swmhnm vodka .
44 Bowman's Vodka
" 45 Bacard: Aum Ught
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Montgomery Doustty wholesale price is

nigher than the private distributor (RED)

Difference in price is equal to or greater

than $2.00 (BOLD)

Source: Beverage Journal and DLC
provided by DLC
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Table 31. Difference b«tmen OLC and Private Distributor
Average Whulssale Prices for DLC Top 30 Sellers

- . v otoro Acarags Wholasale Price tn March 2015 CountyStat provided
Pr ¢ Ty 2 . ) .

g T | catcutation | e s Ttteraret, ‘ atidttxunal analysis to supplement the

0. Stack study completed by OLO in 2015

g Bewr s $26.01 S21.66 % regarding average whatesale price
Wit 7 $73.88 7584 B differences between private

O Sgisits 2 $170.31 §178.61 5% holesal d DLC

el Spectal Order wholesalers an .

0 Beer 3 $33.60 $28.74 114% . :
Wine 2 784 $93.46 % Special orders were excluded from-
Spirits 26 $251.59 ST ~10%

e BT — this initial supplemental analysis.

Since March, DLC has provided
Category CountyStat with the wholesale prices
for DLC and private distributors for
specxal order wine and special order
Montgomery County wholesale price is higher beer.:
w than the private distributor : o
g Montgomery County wholesale price is lower This analysis includes the following
E than the private distributor DLC to private wholesale pnce
L . .
< Montgomery County wholesale price is the same comparisons: . )
s | asthe private distributor DLC vs. MD: Special Order Wme
i) DLC vs. MD: Special Order Beer
m Private distributor wholesale price not available P s
> . .y .
"E This reports also contains summaries
5 Total of stock items. Detail on stock items
8 Montgamery County wholesale price is higher _Ca“ be found in the March 2015 pnce‘
than the private distributor by $2.00 or more cnmparison analysis.
Private distributor wholesale price is higher than LEGEND
Montgomery County by $2.00 or more Spacial arders {Hue)
Sinek s {(rangs
Difference In price is equal to or greater than -
$2.00 -
2ad 10
o



$1.00

Dollars

$(1.003

${3.00)

Montgomery County wholesale price is higher than the State Distributor {RED) 11 22%
Montgomery County whaolesale price is lower than the $tate Distributor (Green) 26 52%
Montgomery County wholesale price is the same as the State Distributor 0 0%
State Distributor price not available 13 26%
Total 50 100%
Montgomery County wholesale price is higher than the private distributor by $2.00 or more 0 0%
Private distributor wholesale price is higher than Montgomery County by $2.00 or more 1 2%
Difference in price is equal to or greater than $2.00 1 2%

Of the top 50 special order

- wines, Montgomery County’s

wholesale price was greater for
11 wines (22%) and fower for 26

‘wines {52%). Pricing

information was not available

for13 WEngs (26%).

Price differentials were
predominately within this
study’s $2.00 range. One’
product of the Top 50 exceeded
this range with the wholesale

price being $2.78 more than
" Montgomery County’s

whaolesale price.

Note: See a‘ppehdix for qu‘Jso list. f

®



Difference in wholesale price (in dollars)

$12.00

$10.00
38.00

46.00

Dollars

$46.00]
${8.00}

${10.00}

Montgomery County wholesale price is higher than the State Distributor (RED) 37 74%
Montgomery County wholesale price is lower than the State Distributor {(Green} 6 12%
Montgomery County wholesale price is the same as the State Distributor o 0%
State Distributor price not available 7 14%

Total 50 100%

Montgomery County wholesale price is higher than the private distributor by $2.00 or more 29 58%
Private distributor wholesale price is higher than Montgomery County by $2.00 or more 2 4%

Difference in price is equal to or greater than 52.00 31 62%

 Of the top 50 special order

beers, Montgomery County’s

“wholesale price is higher for 37

beers (74%). Montgomery
County’s wholesale price is -
‘lower for 6 beers (12%) and
pricing information was not
available for 7 beers (14%).

62% of special orders beers had
a price differential of $2.00 or
greater. The Montgomery
County wholesale price was .

_higher than the private

distributor by $2.00 or more for
29 beers (58%). The private
distributor wholesale price was
higher than Montgomery
County by $2.00 or more for 2
beers (4%). ,

' Note: See appendix for Top 50 st -
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Price comparison by distributor and product type (# of items)

40 . .
37 38 37

Items

B Montgomery County wholesale Price is higher than the private distributor

B Montgomery County wholesale Price is lower than the private distributor

1 Montgomery County wholesale price is the same as the private distributor

W Private distributor wholesale price not available

i Stoek items {Orange}

The majority of Montgomery
County wholesale prices were
lower than private distributor -
prices in the following
categories: .

Special order wine (State): 26 items{52%}
Stock Wine {State] = 32 items (64%}

Stock Beer {DC) = 38 items (76%)

Stock Spirits {State) =37 items (74%)

Montgomery County wholesale
prices were predominately
higher than private distributor:

. prices in the following category:
" Special order beer {State): 37 items(74%}

LEGEND

Specia! orders {Bluel

st




j3%]
W

30

20

Items

Price differences of $2.00 or greater by distributor and product type (# of items)

B Private distributor wholesale price is higher than Montgomery County by $2.00 or more

B Montgomery County wholesale price is higher than the private distributor by 52.00 or more

For special order items, the majority
of large price differentials were the
result of the Montgomery County
charging $2.00 or higherthan private

distributors {primarily for beer

special order items}.
State=3 : :
Montgomery County =29

Stock items show the opposite with
the majority of large price.
differentials being the result of the
private distributor charging $2.00 or
higher than Montgomery County:
State or DC = 31 items

Meontgomery County = 3 items

LEGEND

Speclal arders {Blue}

Senck Hams {Orangs}




1. Summary of Top 50 price comparison .
2. Top 50 special order wines price comparison by item (State)

3. Top 50 special order beers price comparison by item (State)




. . . . Stock Spirits L ~ i
Wine Special Order | Beer
Category p Special Order | Stock Wine (State} | Stock Beer (State) | Stock Beer {DC) (State) .
# of itms # of items # of item: #ofitems | ¥ of iterns # of items [ Gerial orders Bioe)
Montgomery County . - ; . \*§ . - Seeck ramy {rangn}
holesale Price is higher

ithan the private distributor

ontgomery County :
holesale Price is lower than
the private distributor

ontgomery County
holesale price is the same
s the private distributor

price not available

Total

ontgomery County

holesale price is higher
han the private distributor
y $2.00 or more

rice is higher than
ontgomery County by
52.00 or more

Difference in price is equal
to or greater than $2.00

iﬁ;%g .

.

Source: Beverage Journal and DLC
provided by DIC - -
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‘Appendix 2: Top 50 Special Order Wine Pnce_Comparlson By_ltem

Top 50 SpeC|aI Order Wine (State)

LEGEND
1iSonoma Cutrea AR Chard 3 Reliable Churchill $ Montgomery Cournty wholesale price is
2'Balduccis Pinot Grigio s Mont.County Only  NA higher than the private distributor (RED)
3 'Fire Road 5/Blanc $ ‘Country Vintner  $
4:Canyon Road Chard $ Reliable Churchill $
5:Oyster Bay $/Blanc {Stores) i} $ 'RNDC s
6;Domino De Eguren Protocolo Red S Country Vintner  $
; ‘;:"r“g:“:’ Sab : 2:“‘:"9'_‘““""“' z Difference in price is equal to or greater

gle Chal nstantine
.9 Oyster Bay §/Blanc { ) s RNDC $ than $z'w (BOLD)
lD Ponga 5/Blanc S N Country Vintner  §
11 Duboeuf Beaujolais Noveau .5 Reliable Churchill NA
12 A to Z Pinot Noir (Restaurant) S iCountry Vintner  $
13 Nespoli Adesso Cagnini $ NA NA
1 iania Ex Brut Res NV s 859 CountryVintner $ 8.67 iif
15:Walmae Makkoli $ 4.35 NA NA |
16 AnnabeilaCab $ 12.15 ‘Country Vintner  $ s
17 Santa Julia Orgamca ‘Malbec $ 7.89 Country Vintner  § 5
18.Dibon Cava Brut res NV S 7.89 CountryVintner  $ E o
19°Cielo Pinot Grigio Del Veneto i S § 6.49 :Country Vintner _$ . 667 5
- 20-Two Oceans S/Blanc s 8.69 5outhern W &5 :
21 tab Portuguesa Red s 5.05 NB8
22:Marine Cuv S 6.49 Elite
_23_|_)r_. Loosen “L" Est Ries Trocken S 9.35 Country Vintner
24:Septima Malbec S 7.95 ‘Southern W &5
Road Pinot Grigio $ 4.55 "Reliable Churchill
26:Balduccis Malbec $ 6.35 .Mont.County Only
27 Cristalino Brut $ .. 7.49 RNDC
28 Avalon Cab $ 7.95 ;Bacchus .
29 Alois Lageder Pinot Grigio Riff .S 7.89 :Country Vintner
30:True Myth Chard $ 10.69 “Country Vintner
31:Evodia S 7.89 Country Vintner
32.Valoroso Red S 6.35 'RNDC
33:Ato Z Oregon Pinot Noir (5tores ) $ 14.29 Cuuntry thner
34-Anciano 10 Gran res. S 7.63 NA
35-Borsao . S 6.49 Country Vintner
36 Duboeut Behaeut Beaujolais Noveay 424 | $ 879 Rellable Churchil_
37 New Age White . $ 835 Atlantic
38:Spy Valley Marlborough 5/Blanc i S 13.58 Country Vintner
_39:Angeline Calif Pinot Noir $ 8.55 :Country Vintner
A0iCanyon Road Meriot S 4.55 Reliable Churchill
41iAngeline Pinot Noir $ 11.45 Country Vintner
42 Gouguenheim Mal 13 $ 7.89 Country Vintner
43 La Playa5/8lanc s 5.89 ‘NA
44:Franciscan Qakville €st Cab $ 20.39 :RNDC
45:Clifford Bay S/Blanc . S 8.28 :5outhern W &5
46 Charles Smith Velvet Devil Meriot § 325 RNDC Source: Beverage Journal and DLC
47:La Fiera Montpu! D'Abru S 5.79 'Country Vintner .
48:Molinos De Duicinea White Bib s 175 NA provided by DLC
49:Tavernello Bianco $ 2.99 Prestige Beverage $
S0:Tavernello Rosso S 2.99 'Prestige Beverage $ g O‘f 10
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Legends
oh

334 0 o
" agunita'sien 38 tenenas
Duclaw Sweet 5ab L . 2720800 A
. Logunite's SumpinSumpin_ | R2or $ 4038 Lagends s
Crispin Clder Original 120z § 4232 ‘tegends %
_PubDog Impe{ia!‘pog‘!FA N 29.83 :NBB-National Beverage Brol 3
Zist Amendment Can ) 3800 :D.CP.S §
37.33 Legends
$ 74.65 (Legends
| $ 25.83 :NBB-National Beverage Bro!
Breckenridge Vanllia Porter : 1201, § 37.33 iLegends
.Stone ArrogantBastard ;2201 $ 47.18 :Chesapeal ke O s
Lagunita's Maximus 1201 $ 39.89 tegends
. Mythos Beer 120z; § 35.30 :Dionysos
OskarBlues Mamas Yella  © 1201: $ 35.30 :Lagends
Duvel 6/4 1202 § 8L61 Legends h o
. StoneGoTotPA Loy § 32.94 :Ch ke Oistributors
St. George Beer Ethiopia 330ml° $ 39.35 :Global Ocean .
Crabbies Ginger Beer 11201 § 54.20 :Legends
e Tone T e s 2626 Chesapeake
Duclaw Hellrazer 1PA L $
Duelaw Serum Double tPA
Schiafly Pumpkin Ale
OskarBiuesOidchub | 120
27 Ahita Purpie Haze
.8 Oskar Blue’s Dales Pale Ale 2/12 can
... Butternut Porksipa Pale Ale
Shipyard Pumpkinhead
irty Little Freak Coconut Alie
. Union Duckpin Ale

" Unibroue La Fin Du Monde

Katcef Brothers
{Chesapeake Distributors

Full Tiit Baltimore Ale

[T R R R ISR S RS

Pale

Bitburger RS
..Pub Dog White Dog Wheat
Lagunitas Censored Ale
Evalution Primal Pale Ale,
Wevyerbacher Merry Monks
_DuClaw Bara Ass Blonde Ale

R A e

LEGEND

Montgomery County wholesale price is
higher than the private distributor {RED)

Difference in price is equal to or greater

i than $2.00 (BOLD)

Sé&rcei Beverage Journal and DLC

provided by DLC
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OFFICE OF THE COUNTY EXECUTIVE

Isiah Leggett Timothy L. Firestine
County Executive ‘ MEMORANDUM Chief Administrative Officer
June 17, 2015
TO: Hans Riemer, Chair, Ad Hoc Committee on Liquor Control
Montgomery County Council . y y
gomery ty %4‘1 / (. finAT e
FROM: Timothy L.. Firestine, Chief Administrative Officer
RE: Response to May 5, 2015 letter to County Executive

[ am replying to your letter to the County Exccutive from May 5, 2015 in which you
asked for his position and explanation of several issues that have been raised by consumers,
licensees, the Office of Legislative Ovcrsight (OLO), and the Inspector General. As always, the
County Executive and I are committed to delivering quality services to our residents and
businesses. To that end, the Department of Liquor Control (DLC), on my behalf, and in
coordination with CountySiat, the Department of Finance, the Department of Technology
Services, the ERP office, and other stakcholders, has developed an Improvement Action Plan to
address the issues raised. Through regular monitoring of results, we will ensure that the progress
being made on this collective effort is tied to tangible performance improvements in operations,
productivity, and customer service. Below, I have addressed the specific issues raised in your
letter.

Independent Authority:

We have already taken several steps to facilitate performance improvements in DLC
including providing a blanket release to fill all vacant positions, expediting the recruitment and
hiring process in the Office of Human Resources (OHR), and expediting the review and approval
of procurement activity. Additionally, the evolution and implementation of the Improvement
Action Plan, referenced above, is being monitored and measured by CountyStat. We will review
the performance impacts of these actions before considering the development of any other
model.

Budget Process:

We clearly understand the difference between the revenue generating capacity of DLC
and that of tax-supported County agencies, and those that do not generate revenue beyond their
own expenditure requirements. At the same time there are other agencies in the County that do
generate positive revenues (the Parking Division of DOT for example) and follow the general
budget process of the County. Therefore, we will investigate the possibility of modifying the
operating budget process for DLC.

101 Monroe Street « Rockville, Maryland 20850
240-777-2500 + 240-777-2544 TTY - 240-777-2518 FAX ,
www.montgomerycountymd.gov @ 5
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The Honorable Hans Riemer |
June 17, 2015 |
Page 2 |

Customer Service:

Improvement to our customer service is one of six major categories in DLC’s
Improvement Action Plan. The plan includes the creation of a Customer Service Call Center, the
development of metrics to measure customer satisfaction and business operations performance,
and the implementation of periodic surveys. DLC staff will elaborate on the Improvement Action
Plan at the June 19" session of the Ad Hoc Committee.

Management Expertise:

The experience and leadership of DLC management was identified in the PFM report (p.
55) as one of the strengths of the Department. It was also cited as a strength in the Standard &
Poor’s ratings report issued in association with the development of the Montgomery County
Liquor Control Revenue Bonds. Additionally, the DLC Improvement Action Plan directly
addresses this issue. At this time we are in the process of recruiting a new Chief of Wholesale
Operations (MLS 1I) and a warehouse manager (MLS III) who will supplement our existing
management structure. The staffing and oversight of the management and represented employees
of County Government Departments is clearly an executive branch function.

Hiring and Personnel:

As stated before, we have granted a general waiver from the hiring freeze for all DLC
vacant and new positions. OHR has been instructed to expedite the advertising and hiring
process as well as the review of class specifications and other related personnel actions for
positions within DLC., We have identified several personnel improvements in the department that
will take priority in the short term. OHR has been very cooperative with DLC on these efforts.

Procurement and Real Estate:

Once the economic terms for a lease have been agreed to by the parties, the typical length
of time to finalize the lease varies but is usually two to three months. There may have been
occasional delays in the past beyond three months for the process to be completed, but that
would be the rare exception, rather than the rule. We currently use specialized private leasing
consultants to assist us in the identification of available sites and they assist us in defining the
terms of the leases. The involvement of the Department of General Services and the County
Attorney’s Office begins only after the terms are agreed to and does not add substantial delay in
completing the leasing process.

Expanding the Retail Operation:

The Improvement Action Plan includes FY 16 plans to open three new stores, relocate an
existing store, and engage in the development of a long range expansion plan. We have already
started the process of reviewing our existing geographic coverage, levels of sales at existing
stores, the location of suitable sites throughout the County for new stores and the availability of

H2.
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June 17, 2015
Page 3

leasing space, and we are also exploring the superstore concept. It must be noted, however, that
the opening of new stores at certain locations may have an immediate negative impact on
existing privately run beer and wine stores. This will be taken into account in making location
decisions. In addition, when considering the expansion of retail operations, we must strike the
right balance between increasing convenience for our customers and avoiding excessive
additional costs. o

Improving the Retail Experience:

We agree with the observations of the general public about the appearance of the older
stores. Newer and refurbished DLC retail stores (Darnestown, Seneca Meadows, Clarksburg and
the recently-expanded Leisure World locations) provide a better shopping experience. The
current DLC operating budget has reserved $80,000 for improvements to existing stores. We
have remodeled or opened 11 stores in the last 5 years. If this budget level is maintained we can
improve 4-5 stores every year.

Retail staff has been recently trained in customer service and product knowledge in
coordination with private sector suppliers, sales reps, and industry consultants; these training
efforts are scheduled to continue through the foreseeable future, DLC will continue efforts to
improve the appearance, layout, and ambience of its retail stores. This effort will be measured
through metrics established in the Improvement Action Plan.

Lowering Operating Costs:

The PFM report compared the County’s operation with those of several states. One
reason for our higher costs is the cost of living in the County compared to states like Utah,
Vermont, and New Hampshire. Employee salaries are generally higher in the County due to the
higher cost of living and wage decisions outside of DLC’s control. The cost of leasing stores in
Montgomery County is much higher per square foot than any of the states used in the analysis
(we may be comparable to Northern Virginia, but the study referred to the entire state of
Virginia). We suspect that our fleet cost is also higher than many of the states” costs, as we
operate a fleet that includes inefficient vehicles as old as 24 years. In fact, many replacement
parts for our vehicles are very difficult to find. None of the states mentioned operate in the level
of traffic congestion that we experience every day, which affect our cost of providing the
delivery services in term of employee time and fuel and other operating costs.

Increasing Profitability:

Reasons for lower profitability compared with other control states may include the higher
operating cost (addressed above), lower mark ups (to make us competitive with adjacent
jurisdictions such as DC and Northern Virginia), and decreased economies of scale (as we buy
for the County not for the entire state), as addressed on page 59 of the PFM report. Additionally,
if we deduct our promotional expenditures (at an average of $850,000 for the three months of
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February to April) from our total expenditures, then our profitability compares much more
favorably to those jurisdictions used in the analysis.

DLC lowered the wholesale mark-up on special order wine items a few years ago. This
action may have contributed to the increasing popularity in “special order” wines recently, and
this has presented some warehousing challenges and increased operational costs. We are
currently reviewing our profit margins for special order beer and wines.

Finally, the profitability margin is captured as a percentage of total revenue, which is a
fair and logical measurement. But the categories of products sold by the various jurisdictions
being compared varies, and that directly impacts the margin of profits. For instance,
Montgomery County is unique in that we wholesale all three major categories of alcohol — beer,
wine and liquor. Beer is traditionally a “high volume/low margin” item. So it boosts our total
sales revenue but pulls down our profit margin percentage. Other states, Virginia for instance,
only sell distilled spirits which have a higher profit margin. Also, if we look at the mark-up
structure of Pennsylvania, Virginia and other jurisdictions, we find that they have higher mark-
ups (and prices) than Montgomery County. We have tried to keep our margins competitive due
to our proximity to Washington, DC — which has the lowest alcohol prices in the nation. We
have a national comparative pricing study commissioned by NABCA that shows that the prices
in Montgomery County are relatively low — below the national average for both control and open
states.

Performance Metrics:

The Improvement Action Plan to be discussed with your Committee on June 19, 2015
addresses the identification, development, and tracking of performance measures in many of the
major areas of improvement. We will elaborate on those items during the Committee session.

Inspector General’s Report:

The Improvement Action Plan addresses findings in the Inspector General’s Report, and
the Internal Auditor’s Report, as well as findings from OLO., In addition, DLC is working closely
with the Department of Finance and the ERP office in planning for the first annual inventory in
the Oracle Warehouse Management System to be performed at the end of June 2015. In
coordination with the Department of Finance and the ERP office, DLC has developed a detailed
plan for conducting the annual inventory. This coordination is resulting in processes to be
followed for future cycle counts, and quarterly and annual inventories.

We have also hired a warehouse logistic expert to analyze the warehouse layout and
processes of the warehouse/wholesale operations. The consultant’s recommendations will be
incorporated into the Improvement Action Plan.
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If you have further questions on this matter, please contact Assistant Chief
Administrative Officer Fariba Kassiri at 240-777-2512.

TLF:gg

c: Hon. George Leventhal, Montgomery County Council President
Hon. Marc Elrich, Montgomery County Council
Fariba Kassiri, Assistant Chief Administrative Officer
George Griffin, Director, Department of Liquor Control



MONTGOMERY COUNTY COUNCIL

ROCKVILLE, MARYLAND

Ad Hoc Committee on Liquor Control

The Honorable Isiah Leggett
Montgomery County Executive
Executive Office Building, 2™ Floor
101 Monroe Street
Rockville, Maryland 20850
May 5, 2015

Dear County Executive Leggett,

As you know, the Council has created an Ad Hoc Committee on Liquor Control to review the County’s
system of wholesale distribution of wine, beer, and spirits and the retail sale of spirits. The Committee
has held four fact-finding worksessions. We have received reports from the Office of Legislative
Oversight (OLO) and the inspector General, and heard from stakeholders including Department of Liquor
Control (DLC) management, labor representatives, licensees, manufacturers, distributors, the Police
Department, the Department of Health and Human Services, and public health experts. We are also in
receipt of the Chief Administrative Officer’s {CAQ) responses to the OLO report and to Chair Hans
Riemer’s request for additional information, along with the Strategic Plan recently prepared by a
consultant for DLC. Through this process we have developed a thorough record of the legal environment
DLC operates in, the financial and management practices the Department utilizes, the fiscal benefits of
maintaining an alcohol monopoly, the public health and safety dangers of aicohol and the many efforts
County government undertakes to mitigate them, and the impact of our system of alcoho! regulation on
the County’s economy.

Many stakeholders, including DLC management and labor representatives, have pointed to DLC’s
bureaucratic structure and inability to operate a customer service mode} comparable to private sector
distributors and retail operations as core reasons for dissatisfaction among our restaurants, stores, and
residents. Rank and file employees at DLC appear frustrated that the bureaucratic structure they
operate under limits their ability to provide top notch service. Licensees report that they have no voice
in the organization and no one to hold accountable for failures or mistakes. Regardless of whether the
Committee chooses to pursue changes that would allow some form of private distribution, for example
of special orders, we need to find a model for the Department that provides better service for its
customers.

At Committee, some Councilmembers were interested in creating a working group in order to develop a
new model for the DLC -- an "authority” that would still be responsive to county government priorities
but would have sufficient independence from the county to run more like a business.

4,



Subsequently, we learned that the County Executive may not support an authority and, rather than
convene a working group, would rather work with us to identify what the concerns are that need to be
addressed and then identify solutions for them.

If in the end solutions only appear possible through the creation of an authority, some of the committee
would revisit the authority model. Nevertheless, to advance the discussion, we are providing you with a
series of issues that we have gathered from our public dialogue, and ask that you respond with your
recommendations for how to move forward,

The Committee intends to resume its work in June, and would appreciate your response by that time,

Creating an independent Authority: The PFM Strategic Plan commissioned by DLC
recommended reconstituting the Department as a public benefit corporation or an independent
authority to allow greater flexibility in their operations. We understand from the CAO’s March
20 response that you do not wish to pursue this option. Please explain your reasoning.

Budget process: Under current policy, the Executive’s Recommended Budget for DLC each year
is developed through the same budget process as other County departments. However, unlike
other County Government departments, DLC generates revenue, rather than being supported
by taxes or fees, so that spending in one year can result in increased revenues in future years.
Over the long term, a stronger and adequately funded business plan will produce more revenue
for the county, not less. Is there an alternative budget process where the DLC could have more
flexibility to invest in its business plan based on long-term needs, making it more like an
enterprise fund? For example, could DLC be given a target for the transfer to the General Fund
each year, or incentives to reach certain revenue and profit goals, and then be allowed to invest
other revenues to maximize long term profitability? Could an enterprise fund be established
within DLC for specific purposes?

Customer service: By operating an alcohol distribution operation, the DLC is a crucial business
partner to about 1,000 small businesses in the county (our restaurants and stores). These
businesses provide the revenues to the DLC that fund not only the entire DLC operation but
additional county services as well. Under current practices, the DLC has very little information
about whether these businesses are satisfied with services provided, and has no metrics about
those services that could justify additional changes or investments in operations. In fact, levels
of dissatisfaction are very high, as the council learned from the OLO licensee survey. What
customer service programs and functions does the DLC currently have in place? Do you believe
they are sufficient? If not, what are you planning to do to better understand and serve your
customers?

Management Expertise: Who among the top management staff of DLC had a background
before working at DLC in liquor distribution? How can the DLC better recruit managers with
experience in distribution as well as retail sales — our county’s 5260 million business operation --
in the future?

Hiring and Personnel; In testimony before the Ad Hoc Committee MCGEQ President Gino Renne
mentioned that the extended timeline for hiring and the difficulty in developing specialty job




classifications were major barriers to running the DLC more like private businesses in this
market. We also understand that private-sector distributors and retailers often offer
performance-based wage structures for their employees, which is difficult under the existing
personnel structure. Do you agree that the County’s hiring rules and processes pose special
difficulties for this department? if so, outside of an authority, is there a way to give DLC more
autonomy or flexibility over hiring and personnel? What measures would you propose to
address these issues?

Procurement and Real Estate: We have heen told that it can take DLC, the Department of
General Services, and the County Attorney’s Office up to a year--after the economic terms have
been agreed to---to finalize a lease for a new retail store. Please detail the current process for
leasing retail space. Is there a way, outside of an authority, to provide DLC more autonomy and
faster turnaround for leasing and procurement?

Expanding the Retail Operation: The PFM report states "there is substantial room for the DLC to
open additional stores without an adverse effect on market dynamics,” and your FY16
Recommended Budget includes three new stores to be open by January 2016. How many new
stores do you intend to open? What is your long-term retail outlet strategy? Do you intend to
open any large "super stores"?

Improving the Retail Experience: We have heard extensively from residents and DLC employees
that the customer experience at many DLC retail stores could be improved. Complaints include
the outdated appearance of many of the outlets, understaffing {particularly in peak periods),
and the lack of appropriate job classifications to provide the high level of customer service
residents find at private stores outside of the County. What do you propose to improve the
customer experience at DLC's retail stores?

Lowering Operating Costs: The PFM report found that DLC has higher operating costs compared
to other monopoly jurisdictions, including Virginia. Can you explain why you think this is the
case? Do you agree with PFM's analysis and sample selection? Please make available to the
Committee any alternative analysis or other information that may help explain this finding, as
well as what steps we can take to improve the situation.

Increasing Profitability: The PFM report also found that DLC makes less profit as a percentage of
total sales than other monopoly jurisdictions. At our committee meeting, DLC argued that this
finding can be explained by the taxes paid to the state of Maryland, while other monopoly
jurisdictions are States themselves, so don't face this pressure. However, footnote 21 in the PFM
report corrects for this difference and still finds that if the "$3.5 million in excise taxes were
treated as additional revenue, Profit as a Percent of Total Sales is 13.5%. As it remains below
average, the conclusions remain the same” {emphasis is ours). We believe it is critically
important for the county to understand how profitable the DLC is and what we can do about it.
Could you explain why DLC is not as profitable as other monopoly jurisdictions, and what we can
do about it? If you do not agree with PFM's analysis, please provide the Committee your analysis
and any other relevant information.




Performance Metrics: The inspector General noted in his testimony on March 27 that the DLC
has only two discernible performance metrics for warehouse operations that loosely correlate
with their actual performance: Inventory as a percent of Cost of Goods Sold {COGS) and
Inventory as a percent of sales. The IG found this unsatisfactory and recommended that DLC
collect and analyze data for various common warehouse performance measures that allow DLC
management to understand the Department’s performance in real time and respond to red
flags. The CAO indicated that you agree with this recommendation. Can you please provide a
detailed update on how the DLC is improving its tracking and analysis of performance metrics?
Have you been incorporating insights learned from the private sector and other control
jurisdictions? Have you hired "a consultant with expertise in alcoholic beverage distribution
systems to train and assist DLC managers in promptly implementing"” the I1G's
recommendations? More broadly, how do you measure the performance of the department?
How did you choose these metrics? Are you satisfied with the performance of this Department?

Inspector General's Report: Please provide a detailed update on DLC's progress implementing

the I1G's recommendations.

Thank you in advance for your attention to these matters.

Sincerely,

Hans Riemer
Chair, Ad Hoc Committee on Liquor Control

et

George Leventhal
Council President and Chair, Health and Human Services Committee
Member, Ad Hoc Committee on Liquor Control

Marc Elrich
Chair, Public Safety Committee
Member, Ad Hoc Committee on Liquor Control



