PS COMMITTEE #4
April 17,2009

WORKSESSION

MEMORANDUM

April 15,2009

TO: Public Safety Committge

FROM: Justina J. Ferber;

SUBJECT: Worksession - Exétutive’s FY 10 Recommended Operating Budget
Department of Liquor Control (including the Board of License Commissioners)

Those expected for this worksession:

George Griffin, Director, Department of Liquor Control

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

Lynn Duncan, Administrative Specialist, DLC

John Cuff, Management and Budget Specialist, OMB

The Department of Liquor Control (DLC) Budget is on pages 67-1 to 67-8 of the Executive’s
Recommended FY10 Operating Budget and at ©1.

Overview
For FY10, the Executive recommends total expenditures of $44,495,260 for the Department of

Liquor Control, a 13.4% increase or $5,267,260 over the FY09 approved budget. Excluding debt
service of $5,300,000 for state transportation projects, DLC budget has only increased by 1%.

‘ FY10 CE % Change

Liquor Control FYO08 Actual FY09 Budget Recommended FY09-FY10
Expenditures:
Liquor Fund Expenditures 35,704,690 39,228,000 44 495 260 13.4%
Revenues 61,317,097 63,290,480 66,338,070 4.8%
Earnings Transfer - gen fund

after indirect costs 19,723,700 27,452,610 23,210,750 15.50%
Positions:
|Full-time 260 264 256 -3.0%
Part-time 60 60 62 3.3%
TOTAL Positions 320 324 318 -1.9%
WORKYEARS 340.6 343.8 337.3 -1.8%




Same Services Adjustments

For FY10 the Executive recommends elimination of 9 full-time positions in administration, finance,
technology and licensing and creation of 3 positions for the new retail store in Darnestown. One
grant-funded position in Licensure, Education and Regulation is also eliminated.

Identified Same Services Adjustments:

Debt Service for State Transportation Projects

5,300,000

Increase lease costs for retail stores

736,090

Annualization of Southlawn warehouse lease

730,140

Service increments

242,850

Group insurance adjustment

91,060

Warehouse utilities

85,180

Retirement adjustment

84,190

Motor pool rate adjustment

(32,440)

Printing and Mailing adjustment

7,520

Occupational medical adjustment

(12,170)

Annualization of Personnel Costs

78,630

Decrease cost of central duplicating

(3,470)

Risk Management adjustment

42,460

Uniforms

5,000

Professional meetings hosted
Decrease cost of computer equipment

(5,000)

(34,240)

Decrease cost of misc operating expenses

(70,000)

Abolish Fiscal Assistant and OSC

(123,080)

Abolish Inspection and Enforcement Inspector

(123,210)

Abolish 4 positions in Accounting and Inventory

(279,770)

Abolish IT Expert and IT Techician

(284,600)

Decrease cost of Professional computer services

(285,180)

Decrease cost of Retirement Incentive Program

(367,520)

Decrease cost of Retail store improvements

(652,950)

NET SAME SERVICES ADJUSTMENT TOTAL
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5,129,490

General Fund Transfer and Debt Service

The FY10 earnings transfer from the Liquor Fund to the General Fund is budgeted at $23,210,750.
This is a 15.5% reduction in the transfer from FY09. In addition to the FY10 transfer, debt service
for DLC will increase by $5,300,000 for state transportation projects.

The FY09 earnings transfer is budgeted at $27,452,610 and DLC has transferred the quarterly
amount budgeted for each of the first three quarters of FY09. Sales are usually slow in the fourth
quarter so the county is not yet assured of the total $27,452,610 transfer for FY09. DLC
implemented various strategies to meet the FY09 recommended transfer. These strategies included
efficiencies and cost savings, increased sales, inventory adjustments, targeted price increases, and

drawing down the Liquor Fund balance.



Sunday Sales

During last year’s budget discussions several Councilmembers asked that DLC retail stores open for
sales on Sundays starting July 1, 2008. No decision has been made by the Executive on the issue of
Sunday sales.

Executive’s Working Capital Plan

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

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

Lapse

Lapse in DLC is budgeted at $337,216 and 5.9 workyears for FY10. Due to the need for continuous
sales personnel for retail and delivery operations, DLC has found that the traditional County
formula for lapse is not useful.

Annual Report

A copy of the Department of Liquor Control Annual Report is attached at ©9.

FY10 EXPENDITURE ISSUES BY PROGRAM

A. Warehouse Operations, p. 67-2, ©2

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



FY10 Discussion: There are not major changes for FY10 except the annualization of the lease for
the Southlawn Warehouse.

B. Delivery Operations, p. 67-2, ©2

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

FY10 Discussion: Replacement of four delivery trucks is budgeted for FY10.

C. Retail Sales Operations, p. 67-3, ©3

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

FY10 Discussion: A portion of the increase in store leases is for the rental of the new Darnestown
Store. Funding for the modernization program for retail stores has decreased. Council staff
suggested the renegotiation of stores leases based on changes in the economy and the real estate
market in particular. DLC did not feel this was a good idea.

D. Retail Contracted Operations, p. 67-3, ©3




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

FY10 Discussion: The store operator receives a percentage of sales and the $190,650 amount is for
budgeting purposes.

E. Accounting and Inventory Systems, p. 67-3, ©3

Description: Provides accounting services for the department.
FY10 Discussion: Financing for some state transportation projects is appropriated through the

Liquor Fund. $5,300,000 represents the debt service payment budgeted for these projects. Most
positions abolished were vacant.

F. Information Management, p. 67-3, ©3

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

FY10 Discussion: The new point-of-sale system (POS) has been piloted and should be fully
implemented by November 2009.



G. Licensure, Regulation and Eduecation, p. 67-4, ©4

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

FY10 Discussion: The division partners with the police, code enforcement, housing and HHS. The
division has developed a better system to track enforcement efforts.

H. Office of the Director, p. 67-4, ©4

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

DLC BUDGET RECOMMENDATIONS

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

» Council staff recommends approval of the Department of Liquor Control budget as
submitted.

Attachments: DLC Budget ©1
DLC Annual Report ©9
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MISSION STATEMENT

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

BUDGET OVERVIEW

The total recommended FY 10 Operating Budget for the Department of Liquor Control is $44,495,260, an increase of $5,267,260 or
13.4 percent from the FY09 Approved Budget of $39,228,000. Personnel Costs comprise 54.5 percent of the budget for 256 full-time
positions and 62 part-time positions for 337.3 workyears. Operating Expenses, Capital Outlay, and Debt Service account for the
remaining 45.5 percent of the FY 10 budget.

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

The following information is provided to facilitate County Council and public input for final County Executive decisions on the
determination of adequate working capital within, and use of resources in, the Liquor Enterprise Fund and net proceeds to be
deposited to the General Fund. Consistent with Article 2B, Section 15-207, the County Executive must make resource allocation
decisions for the Fund.

LINKAGE TO COUNTY RESULT AREAS

“Nhile this program area supports all eight of the County Result Areas, the following are emphasized:
< A Responsive, Accountable County Government

<% Healthy and Sustainable Neighborhoods

& Safe Streets and Secure Neighborhoods

« Sirong and Vibrant Economy

DEPARTMENT PERFORMANCE MEASURES

This table presents the department's headline measures or submeasures that relate to multiple programs including projections
from FY09 through FY11. These estimates reflect funding based on the FY09 savings plan, the FY10 budget, and funding for
arable service levels in FY11.

Actual Actual Estimated  Projected Projected
07 FYO8 FYO
Per—é‘enfuge of annual sales growth 5.5 5 5 5 5
Percentage of gross profit margin on sales 27.5 28 28 28 28
Percentage of retail customer satisfaction! 97 97 97 97 97
Wholesale customer satisfaction (rated on scale of 1-4)2 NA 2.9 3.0 3.5 3.5
Retail sales as percentage of total sales 44 45 46 46 46
Sales per retail associate ($ thousands) 600 630 660 660 660
Percentage of compliance checks that are failed3 13 11 12 12 12
Number of annual alcohol compliance checks4 393 600 600 600 600

1 Rated satisfied and above

2 Rated satisfied and above. A survey was not conducted in FY07 in order to undergo CountyStat review and to incorporate their
recommendations. In FY08, surveys were distributed via mail to each of the Department’s 940 wholesale customers and 178 were returned.

TFYO07 is the baseline year for this measure.
DLC has established a target of 600 compliance checks in partnership with Montgomery County Police Department. In total, DLC performed
5,124 inspections in FY08.

0
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ACCOMPLISHMENTS AND INITIATIVES

& Achieved targefed sales gowth of 5 percent and targeted fransfer of $22 million fo the General Fund in FY08.
& Hosted a state-wide alcohol regulatory forum for members of the various alcohol boards, inspectors, a".}"
administrators fo share resources and trend information, and build a state-wide consensus of operating procedures

and protocol.

& Developed and implemented several educafion campaigns aimed at business owners, potfential business owners,
and the general public to explain responsibility under the law and provide avenues for future assistance.

& Transfer $26,375,850 to the General Fund in FY10.
<+ Productivity Improvements

- Added more features to DLC's website, such as a web-accessed price change nofification sheet, quick access fo
monthly sales, depletfion information for vendors, and easy access to weekly and monthly sales.

- Reengineered a number of processes to increase efficiency, such as the refining of the Escrow process fo ensure
deposits reflect 45 days worth of purchases and account replenishments occurs in a timely manner, and scanning
licensing and accounts payable information for easy storage and retrieval.

- Obtained grant funding from a variety of sources, which has allowed for the development and implementation
of a number of education campaigns promoting safe sales and service of beverage alcohol.

PROGRAM CONTACTS

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

PROGRAM DESCRIPTIONS

Warehouse Operations

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

FY10 Recommended Changes *  Expenditures WYs
FY09 Approved 7,508,210 66.4
Increase Cost: Southlawn Warehouse Lease Payment 730,140 0.0
Increase Cost: Utilities 85,180 0.0
Miscellaneous -adjustments, including negotiated compensation changes, employee benefit changes, changes -335,090 0.5
due to staff turnover, reorganizations, and other budget changes affecting more than one program
FY10 CE Recommended 7,988,440 66.9

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

FY10 Recommended Changes Expenditures WYs

FY09 Approved 5,822,320 75.3

' Increase Cost: Uniforms 5,000 0.0

Miscellaneous adjustments, including negotiated compensation changes, employee benefit changes, changes 42,890 0.4
due to staff tumover, reorganizations, and other budget changes affecting more than one program

FY10 CE Recommended 5,870,210 75.7

Retail Sales Operations

This program oversees sales of distilled spirits, wine, and beer to retail customers through the operation of retail stores (24
County-staffed and operated and one contractor-operated) located throughout Montgomery County. '

7N
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ram Performance Measures

Retail sales as percentage of tolal sales

[Sales per retail associate {$ thousands) 600 630 660 660 660J
Y10 Recommended Changes : : v R 7 . Ex'peﬁ' Jitures
FY09 Approved ' ‘ ) 17,504,260
Increase Cost: Space Rentals for Retail Stores 736,090 0.0
Add: Staffing for Darnestown Store 137,770 3.1
Decrease Cost: Retail Store Improvements -652,950 0.0
Miscellaneous adjustments, including negotiated compensation changes, employee benefit changes, changes 246,570 215
due to staff turmover, reorganizations, and other budget changes affecting merz than one program
FY10 CE Recommended 17,971,740 153.5

Retail Contracted Operations

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

FY 10 Recommended Changes ) ‘Expenditures

FY09 Approved ’ 190,650
FY10 CE Recommended 190,650 0.0

~

Accounting and Inventory Systems

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

FY09 Approved 2,979,290 23.6
Increase Cost: Debt Service: State Transportation Projects 5,300,000 0.0
Decrease Cost: Administration - Abolish Fiscal Assistant in Bill Payment and Office Sevice Coordinator in -123,080 -2.0
Customer Service

Decrease Cost: Administration - Abolish Program Manager 11, Administrative Specialist I, Office Service -279,770 -4.0
Coordinator, Principal Administrative Aide

Miscellaneous adjustments, induding negofiated compensation changes, employee benefit changes, chonges 46,950 0.0
due to staff turnover, reorganizations, and other budget changes affecting more than one program

FY10 CE Recommended 7,923,390 17.6

Information Management

This program provides for the design, operation, maintenance, and protection of all information technology initiatives of the
Department. These initiatives include the warehouse inventory system, the retail point-of-sale system, and numerous personal
computer applications.

FY09 Approved 1,888,860 9.1
Decrease Cost: Computer Equipment and Accessories -34,240 0.0
Decrease Cost: Administration - Abolish IT Expert, IT Technician -284,600 .20
Decrease Cost: Professional Computer Services 285,180 0.0
Miscellaneous adjustments, including negotiated compensation changes, employee benefit changes, changes 160,060 00 |

due to staff turnover, recrganizations, and other budget changes affecting more than one program
| FY10 CE Recommended - 1,444,900 7.1

G
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Licensure, Regulation, and Education

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

, Actual = -Actual Estimated - Projected . Projected
;{_’rogram Performance Measures : Y07 . - FY0B £Y09 P10 T

Percentage of compliance checks that are failed? 13 11 12 12 12
Number of annual alcohol compliance checks? 393 600 600 600 600

VFY07 is the baseline year for this measure.
2DLC hos established a target of 600 compliance checks in partnership with Montgomery County Police Department. In total, DLC performed
5,124 inspections in FY08.

wa Recommended Changes ' | Expenditures :
FY09 Approved 1,592,470 15.0

Technical Adj: Eliminate Grant Funded Tobacco Specialist Charged to Depariment of Health and Human 0 -1.0
Services
Decrease Cost: Licensure, Regulation, and Education - Abolish Inspection and Enforcement Field Inspector -123,210 -1.0
Position
Miscellaneous adjustments, including negotiated compensation changes, employee benefit changes, changes -92,720 1.0
due to staff turnover, reorganizations, and other budget changes affecting more than one program
FY10 CE Recommended 1,376,540 14.0

Office of the Director
Formally entitled "Administration”, this program provides overall direction, administration, and supervision for the Department.

] Actual  Estimated  Projected
Program Performance Measures - FYO7 FY08 FYOO FY10

Projected
FY11

Percentage of annual sales growth 5.5 5 5 5 l

Percentage of gross profit margin on sales 275 28 28 28 28
Percentage of retail customer satisfaction’ 97 97 97 97 97
(Wholesulé customer satisfaction {rated on scale of 1-4)2 NA 2.9 3.0 3.5 3.5

1 Rated satisfied and above _
2 Roted satisfied and above. A survey was not conducted in FY07 in order to undergo CountyStat review and to incorporote their
recommendations. In FY08, surveys were distributed via mail to each of the Department’s 240 wholesale customers and 178 were returned.

1 S ancdad anage phend

FY09 Approved 1,741,940 2.5
Decrease Cost: Central Duplicating - Printing -3,470 0.0
Miscellaneous adjustments, including negotiated compensation changes, employee benefit changes, changes -9,080 0.0

due to staff tumover, reorganizations, and other budget changes affecting more than one program ’

FY10 CE Recommended 1,729,390 2.5
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BUDGET SUMMARY

JQUOR CONTROL
7 EXPENDITURES :
Salaries and Wages 17,431,770 18,319,530 18,291,850 18,040,540 -1.5%
Employee Benefits 5,606,815 6,469,190 5,800,650 6,204,500 -4.1%
Liguor Control Personnel Costs 23,038,585 24,788,720 24,092,500 24,245,040 -2.2%
Operating Expenses 11,466,504 12,549,680 11,986,080 13,713,570 9.3%
Debt Service Other 436,331 500,000 500,000 5,800,000 1060.0%
Capital Outlay 763,270 1,389,600 731,020 736,650 -47 0%
Liquor Control Expenditures 35,704,690 39,228,000 37,309,600 44,495,260 13.4%
PERSONNEL
Full-Time - 260 264 264 256 -3.0%
Par-Time 60 60 60 62 3.3%
Workyeqrs 340.6 343.8 343.8 3373 -1.9%
REVENUES
Vendor Regisiration Fee 13,110 0 0 0 —
Liquor Licenses 1,415,489 1,350,000 1,350,000 1,350,000 —
Miscellaneous/Investment Income -75,548 100,000 100,000 100,000 —
Operating Revenue 59,637,113 61,501,980 61,501,980 64,549,570 5.0%
Liquor License Application Fees 158,800 160,000 160,000 160,000 —
Liquor Enforcement Fines 135,104 150,000 150,000 150,000 —
Tobacco Enforcement Fines 20,615 20,000 20,000 20,000 —
Publication Sales - Alcohol Regulation 729 0 0 5) —
Fingerprint Processing Fee 11,685 8,500 8,500 8,500 —
Ligquor Control Revenues 61,317,097 63,290,480 63,290,480 66,338,070 4.8%
GRANT FUND MCG
EXPENDITURES
Salaries and Wages 9,410 0 0 0 —_
| Employee Benefits 670 0 0 0 —
™\ Grant Fund MCG Personnel Costs 10,080 0 0 0 —
. Operating Expenses 23,208 0 0 0 —
Capital Outlay 0 0 0 0 —
Grant Fund MCG Expenditures 33,288 0 0 0 —
PERSONNEL
Full-Time 0 0 0 0 —
Part-Time 0 0 0 0 —
Workyears 0.0 0.0 0.0 0.0 —
REVENUES
NABCA 5,840 ) 0 0 0 —
Latino Server Training Initiative Grant 27,448 0 0 0 —
Grant Fund MCG Revenvues 33,288 /] 0 0 _
DEPARTMENT TOTALS
Total Expenditures 35,737,978 39,228,000 37,309,600 44,495,260 13.4%
Total Full-Time Positions 260 264 264 256 -3.0%
Total Part-Time Positions 60 60 60 62 3.3%
Total Workyears 340.6 343.8 343.8 337.3 -1.9%
Total Revenves 61,350,385 63,290,480 63,290,480 66,338,070 4.8%

G
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FY10 RECOMMENDED CHANGES

LIQUOR CONTROL
FY09 ORIGINAL APPROPRIATION

Changes (with service impacts)

Add: Staffing for Darnestown Store [Retail Sales Operations]

Other Adjustments (with no service impacts)

Increase Cost:
Increase Cost:
Increase Cost:
Increase Cost:
Increase Cost:
Increase Cost:
Increase Cost:
Increase Cost:
Increase Cost:
Increase Cost:
Increase Cost:
Technical Adj:

Technical Adj:
Decrease Cost
Decrease Cost
Decrease Cost
Decrease Cost
Decrease Cost
Decrease Cost
Decrease Cost

Decrease Cost

Decrease Cost
Decrease Cost
Decrease Cost
Decrease Cost

Debt Service: State Transportation Projects [Accounting and Inventory Systems]
Space Rentals for Retail Stores [Retail Sales Operations]

Southlawn Warehouse Lease Payment [Warehouse Operations]

Service Increment

Group Insurance Adjustment

Utilities [Warehouse Operations]

Retirement Adjustment

Annualization of FY09 Personnel Costs

Risk Management Adjustment

Printing and Mail Adjustment

Uniforms [Delivery Operations]

Eliminate Grant Funded Tobacco Specialist Charged to Department of Health and Human

Services [Licensure, Regulation, and Education]

Workyears based on Approved Personnel Actions

: Central Duplicating - Printing [Office of the Director]

: Professional Meetings Hosted

: Occupational Medical Services Adjustment

: Motor Pool Rate Adjustment

: Computer Equipment and Accessories [Information Management]

: Miscellaneous Operating Expenses

: Administration - Abolish Fiscal Assistant in Bill Payment and Office Sevice Coordinator in

Customer Service [Accounting and Inventory Systems]
Decrease Cost: Licensure, Regulation, and Education - Abolish Inspection and Enforcement Field Inspector
Position [Licensure, Regulation, and Education]

: Administration - Abolish Program Manager ll, Administrative Specialist I, Office Service

Coordinator, Principal Administrative Aide [Accounting and Inventory Systems])

: Administration - Abolish IT Expert, IT Technician [Information Management]
: Professional Computer Services [Information Management]

: Retirement Incentive Program (RIP} Savings

: Retail Store Improvements [Retail Sales Operations]

FY10 RECOMMENDED:

39,228,000

137,770

5,300,000
736,090
730,140
242,850

91,060
85,180
84,190
78,630
42,460
7,520
5,000
o]

0

-3,470
-5,000
-12,170
-32,440
-34,240
-70,000
-123,080

-123,210
-279,770
-284,600
-285,180
-367,520
-652,950

44,495,260

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
-1.0

1.4
0.0

0.0
0.0
0.0
0.0
-2.0

-1.0

-2.0
0.0
-1.0
0.0

337.3

PROGRAM SUMMARY

FY09 Approved FY10 Recommended
Program Name Expenditures WYs Expenditures WYs
Warehouse Operations 7,508,210 66.4 7,988,440 66.9
Delivery Operations 5,822,320 75.3 5,870,210 75.7
Retail Sales Operations 17,504,260 151.9 17,971,740 1535
Retail Contracted Operations 190,650 0.0 190,650 0.0
Accounting and Inventory Systems 2,979,290 23.6 7,923,390 17.6
Information Manogement 1,888,860 2.1 1,444,900 71
Licensure, Regulation, and Education 1,592,470 15.0 1,376,540 14.0
Office of the Director 1,741,940 2.5 1,729,390 2.5
Total 39,228,000 343.8 44,495,260 337.3
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CHARGES TO OTHER DEPARTMENTS

_ Gherasapund

Health and Human Services Grant Fund MCG 72,130 1.0 0 0.0

FUTURE FISCAL IMPACTS

o 1) 4
This table is intended to present significant future fiscal impacts of the department's programs.

LIQUOR CONTROL

Expenditures

FY'I 0 Recommended 44,495 44,495 44,495 44,495 44,495 44,495
No inflation or compensation change is included in outyear projections.

Labor Contracts 0 120 120 120 120 120
These figures represent the estimated cost of service increments and associated benefits.

Debt Service Other - 0 0 -100 -100 -200 -200
Financing for the State Transportation Participation CIP Project No. 500722, the Glenmont Metro Parking Expansion CIP Project No.
500552, and the warehouse relocation.

Retail Store Leases 0 150 138 141 145 149
The leases for 25 retail stores based on CPl assumptions.

Retiree Health Insurance Pre-Funding 0 1,167 1,750 1,882 2,020 2,166
These figures represent the esfimated cost of the multi-year plan o pre-fund retiree health insurance costs for the County’s workforce.

Southlawn Warehouse Lease 0 39 41 43 -985 -985
DLC's portion for 50,560 square feet of additional lease space at the Southlawn Warehouse.

Subtotal Expenditures 44,495 45,972 46,444 46,581 45,595 45,744

@
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FLIGUOR CONTROL

3

FYi4

FY15

FISCAL PROJECTIONS ESTIMATE REC PROJECTION | PROJECTION | PROJECTION | PROJECTION PROJECTION
ASSUMPTIONS )
Indiract Cost Rate 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00%
CP1 {Fiscal Year 4.1% 3.3% 2.8% 2.5% 2.5% 2.5% 2.5%
Investment Income Yield 0.013 0.011 0.0165 0.0255 0.031 0.0335 0.0335
BEGINNING FUND BALANCE 15,118,005 8,688,830 3,571,730 4,396,520 6,717,150 10,593,870 16,089,500|
REVENUES )
Licenses & Permits 1,510,000 1,510,000 1,552,280 1,591,090 1,630,860 1,671,630 1,713,420
Charges For Services 8,500 8,500 8,740 8,960 9,180 2,410 9,650
Fines & Forfeitures 170,000 170,000 174,760 179,130 183,610 188,200 192,900
Miscelloneous 61,601,980 64,649,570 67,554,310 70,589,760 73,761,800 77,076,580 B0,540,530
Subtotal Revenues 63,290,480 66,338,070 69,290,090 72,368,940 75,585,450 78,945,820 82,456,500
INTERFUND TRANSFERS {Net Non-CIP) (30,410,060)] (26,375,850)] (22,493,280)] (23,603,940)] (25,127,560)] (27,854,830) (29,532,310)
Transfers To The General Fund (30,410,060) (26,375,850)|  (22,493,280)|  (23,603,940}|  (25,127,560) (27,854,830) (29,532,310}
Technology Modemization CiP (635,600) {740,600) (585,780) {366,980) o] 0 o]
Indirect Costs (2,321,850) (2,424,500} (2,424,500) (2,424,500 (2,424,500) (2,424,500) (2,424,500}
Earning's Transfer 19,723,700} {23,210,750)|  [19,483,000)| (20,812,460}  {22,703,060] [25,430,330) 27,107,810}
TOTAL RESOURCES 47,998,425 48,651,050 50,368,540 53,161,520 57,175,040 61,684,860 69,013,690
PSP OPER. BUDGET APPROP/ EXP'S. )
Operating Budget (37,309,600)]  (38,695,260)| (38,695,260} (38,695,260)  (38,695,260) (38,695,260) (38,695,260)
Debt Service: Other 0 {5,800,000) (5,800,000) (5,700,000) (5,700,000) (5,600,000} {5,600,000)
FFI - Lobor Costs (119,610) (119,610) 119,610 119,610 (119,610)
FF! - Retiree Health Insurance Pre-Funding n/a 0 (1.167,360) (1,750,480} (1.882,190) (2,020,4590) {2,165,700)
FFi - Southlown Warehouse Lease n/a n/a (39,400) {40,980) {42,620) 985,030 985,030
FFl - Retail Store Lease n/o 0 (150,390) {138,040) (141,490) (145,030} (148,660)
Subtetal PSP Oper Budget Approp / Exp's (37,309,600)| (44,495,260)| (45,972,020) (46,444,370)| (46,581,170)| (45,595,360) (45,744,200)
OTHER CLAIMS ON CASH BALANCE (2,000,000) (584,060) [ 0 0 [} 0
TOTAL USE OF RESOURCES (39,309,600)] (45,079,320)] (45,972,020)| (46,A444,370)| (46,581,170)| (45,595,360) (45,744,200)
YEAR END CASH BALANCE 8,688,830 3,571,730 4,396,520 6,717,150 10,593,870 16,089,500 23,269,490
END-OF-YEAR RESERVES AS A
PERCENT OF RESOURCES IB.I%J 7.3% 8.7% 12.6%) 18.5%) 26.1% 33.7%

Assumptions:

N AW -

. Ending Cash Balance = One month's Operating Expenses, One Payroll, and $1.5M for Inventory.
. Net sales growth estimated at 4.5% per yecr.

. Operating Revenue growth estimated at 4.5% per year.
. Operating Expenses grow with Major Known Commitments and not CPI,
. The labor contract with the Municipal and County Government Employees Organization, Local 1994 expires at the end of FY10.
. Effective FY08, financing for State transportation projects is appropriated in the Department of Liquor Control.
. Effective FY10, financing for the warehouse relocation is appropriated in the Department of Liquor Control.

(9

67-8 Other County Government Functions

FY10 Operating Budget and Public Services Program FY10-15
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Montgomery County places a high priority on safe
streets, secure neighborhoods and healthy and sustainable
~ communities. County policies regarding the sale and
consumption of beverage alcohol support moderation
and responsibility, with the proceeds of sales benefiting
remdents rather than private sellers.

Iam Very pleased with the contr1but1on the Department of Liquor Control makes to
Montgomery County’s quality of life—both with its innovative programs promoting
responsible sales and service, and its professional acumen regarding a vast and diverse
list of product offerings and customer service on the retail and wholesale levels.

'The financial measure of the department’s success is found in a steadily increasing
transfer of funding to the County’s General Fund, with a cumulative contribution of
more than $190 million over the last ten years. ﬂle money in the General Fund pays
for important resident services, and the contributions from the Department of Liquor
Control benefit every 1es1dent

The work of the Department of Liquor Control contributes to our quality of life in
Montgomery County, and I am proud of the service this department provides to our
residents.

it 2,

- Isiah Leggett
" Montgomery County Executlve




ontgomery County is located adjacent to the nation’s capital, Washington, D.C.
Tt includes 497 square miles of land area and 10 square miles of lakes and streams.

With the finest restaurants, greatest shopping venues and fabulous entertainment spots
sharing residents time with historical and cultural sites as well as nature and sports
opportunities, Montgomery County is a special place indeed.

Some facts about our county and our residents: B 31.6% of the Montgomery County popula-
tion over 5 years of age speak a language other
than English at home compared with 9.8% for all
Maryland.

'The 2005 census estimates show Montgomery
County with 16.6% of the total Maryland popula-
tion. At the same time, Montgomery County holds
just 5.1% of total land area in Maryland. The census B 54.6% of the Montgomery County population
reports that, in 2000, Montgomery County had over 25 years of age hold a bachelor’s degree or
1,762.5 persons per square mile compared with higher compared with 31.4% for all Maryland.

541.9 for Maryland as a whole. B The estimated average household income for

26.7% of those who live in Montgomery County 2006 in Montgomery County was $108,304, with
were born outside the United States compared with 40% of the residents making $100,000 per year or
9.8% for all of Maryland. more.

Department of L:quor Control ,MISSIOII

regulanons”*govermng beverage alcohol while generatmg reven
benefit of Montgomery County’s General Fund :

»
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Letter from the anc&m

We are pleased to say that FY08 was a year of recoxd salcs of $211,914, 002-an
increase of 5.05% over the previous year. Wholesale operations accounted for ap-
proximately 55% of the total ($116,497, 216) ‘while retail ‘opcmtions continuies to
contribute a growing slice of the totai pie. The $95,416,786 gross sales from our
'owned/operated ret:ul stores reprcsentq 45% of the total a percenmge that has
steadily mureased in recent years.

Retail gross sales mcreased 6. 18% over I‘hL premous year, \Vhllﬁ wholceale rccupts " =
grew by 4.14%. This performance allowed us to transfer over $22 million to Mornitg gomery (,ounty S
General Fund as unrestricted revenue from net profits this year. (Net profit results dlrectlv from opera-
tions and is in addltnon to any taxes and fees genemted ‘which benefit the statc of Nldl'vldlld)

At the same time, we are plavmg a more Comprehcnswc role in hccnsurc rcgulatlon and education.
Last year, we 1mplemented a reorganization that consolidated all alcohol-related government functions
(licensing, inspections, enforcement, commumt} outrcach ct«_) into a smg;le dmsmn w1thm thc De-
partmcnt of quuor Control. E : : : '

This reorganwatlon has been a great success in that we are now prowdmg much better service to our
licensed establishments; working much more closely and extensively with our Pohce Departmt,nt, and
engaging the commumtv to a greater decrrec than ever before. | ' f

We are gr atified that the community is safer and better servcd than in years: P'lSt we are Conﬁdent that
we are fully meeting our mission; and we are convinced that' the department is now properly aligned to .
best-maximize the bcneﬁts the contro] model prowdes Some very posmve 1ecogmt10n hab come from

: thcsc 1mprov<,mcnts : :

We are honored to have recexved a preqnmous 2008 NACO Achtevement Award for our “Latino

- Business Alliance” program, which was recogmzcd by NACo as a model program for counties and

" communities throughout the nation. We are also dehghted fo have been chosen to win, the Washington
‘Regional Alcohol Programs (WRAP) prcsttgxous “2008 Youth Lcader<h1p Award

- We hope you enjoy reading this year’s annual rcport for the TVlontoromcrv County, Maryland, Depart-

ment of Liquor Control. We want you to get to know us bctttr Al’ld rccogmzc how important our mis-
sion is to each and every one of us. :

George F erﬁin
Director, Montgomery County Liquor Control

million was

transferred to Montgomery
County’s General Fund...
from net profits this year

T Te—
B




No property,
state, or
local taxes are
used to support
the Department
of Liquor Control

. Alcohol Beverage

- Control Associa-
- tion (NABCA) was - -
- established.




of the

e & total US
population operates
under the control model




Licensure, Regulation and Education Highlights

Latino Business
Alliance won the 2008

The Department of Liquor
Control developed and
implemented a Business
Alliance for Latino-owned
businesses in 2007. The
‘award-winning program
has continued into 2008,
building the capacity of
{ocal businesses by provid-
ing technical assistance,
responsible alcohol policy
training and increased
enforcemént efforts at no
cost to the business. Ac-
cording to Emily DeTitta,
outreach manager, “We
heard from local enforce-
ment that many businesses
were not being trained in a
culturally competent man-
ner. This program does just
that.” '

The Business Alliance
provides free, culturally
competent, state-certified
alcohol training to busi-
ness owners and their

o9 B

Dr. Sostia Nieves, commuirity
outreach specialist

employees in both Eng-
lish and Spanish, and is
funded through an annual
grant from the Maryland
State Highway Admin-
istration. The curriculum
includes training on how
to spot fake IDs, how to
refuse service to already-
intoxicated customers and
to those who are under the
age of 21. “Our main goal
is to educate sellers and
servers and prevent alco-
hol issues in the commu-
nity,” said Sonia Nieves,
a community outreach
specialist.

As part of this program,
staff assesses high-risk
practices and makes
recommendations. For
example, to avoid over-
consumption, servers are
encouraged to look at the
size of the glass they are
using, offer high-protein
foods and serve a glass

of water with alcoholic
drinks. Businesses arc
urged to have written
policies concerning alco-
hol and review them often

: wi_t_h employees.

Another componert is the

Cops in Sbbps@ program
from the Century Coun-

cil, a unique partnership

between retailers and law

enforcement to help stop

illegal sales of alcohol.

o

/in and around participat-

in denying service to al-
‘ready-intoxicated patrons.

Achievement Award from
NACo (National Association of Counties)

Adults Who Host Lose the Most
public education campaign won the

Washington Regional Alcohol Program’s
2008Youth Leadership WRAPPY Award

Prior to implementation,
the public is “notiﬁed by a
media campaign touting
the fact that undercover
officers will be working in
stores. Once the program
is operational, enforce-
ment specialists are placed

Count‘y“Pohée Program-
called Extra Eyes.

Preventing minors from
trying to buy alcohol has
long been a concern for
retailers and they appreci-
ate the help. According

ta Kathie Durbin, chief
of Licensure, Regulation
and Education at Liquor
Control, “We're respond-
ing to the needs of our
very diverse county by
creating relationships with
our retailers, providing the
information they need to
help ensure safe strects
and vibrant, sustainable
communities.”

ing retail outlets to assist
sellers in ID reading and

Sintultaneously, volunteers
trained by the Department
of Police monitor and
report violations occur-
ring outside of businesses,
such as open containers
and public nuisance laws,
as part.of a Montgomery

The Department of Liquor Control hosts a discussion on alcohol
issues with the Department of Police, Department of Health
and Human Services, and community organizations.




The Licensure, Regulation and Education team includes (seated) Emily DeTitta, Kathie Durbin (chief), Debbie Goodwin, Ron
Price, (standing) Carlos Grajeda, Stephany Castellanes, Lee Williams, Missi Jobns, Adrienne Reed, George Woo, and fim Brady.

T

The Keeping it Safe campaign supports both the hos-
pitality industry and the community with educational
materials such as ID checking calendars, signage and a
responsible hospitality newsletter. A social host respon-
sibility campaign titled “Adults Who Host Lose the
Most”is promoted throughout the year through print-
materials and speaking engagements. Aimed at chang-
ing the culture, social host responsibility promotes pa-
rental communication and zero tolerance for underage
alcohol use. '

An online newsletter, SAFEnet, is designed to address
youth alcohol prevention. SAFEnct serves hundreds
of county parents and all Montgomery County PTAs
(e-mail safenet@montgomerycountymd.gov to sign up.)

In addition, the SAFEline (301-670-SAFE) is a
dedicated phone line set up for residents to obtain
information on hosting under-21, alcohol-free events
and to report under-21 alcohol parties or providers in
advance. : ' o



. Narsh

Dear Mr. Griffin,

I have been a customer at the Chevy Chase store for several
months now and I would like to say that I'm absolutely delight-
ed to firid that you have a resident wine expert in Dan Marsh
who is on par with anyone at Calvert Woodley, Cleveland Park
Liquors or other well-known fine wine retailer.

Having shopped the other stores I am now a loyal customer
who will routinely buy 2-3 bottles of wine weekly on Dan’s recommenda-
tion. He shows a deep knowledge of the different styles and regions and has
successfully made excellent suggestions in all price ranges. We bought a case
of good but inexpensive wine for a party and were equally impressed at the
suggestions for wines in the $15-30 price range.

What impresses me most is Dan’s absolute knowledge of wine and his abil-
ity to suggest the best value in each price range. Given the wide variety of

wine styles he definitively informs you of the qualities and characteristics
of each bottle and has considerably broadened my horizons and knowledge,
not to mention enjoyment of fine wines.

A Chevy Chase Customer




Providing excellent cus-
tomer service is the driv-
‘ing force in both areas of
the operation. Contribut-
ing to the success of that
goal on the wholesale
side is another year of
100% on-time deliveries
for customers who call in
promptly. Also contribut-
ing are adequate supplies
of stock merchandise

for immediate delivery
and the ability to re-
search and quickly obtain
special-order items that
are requested by licensed
establishments.

In November 2007, the
department partnered
with the Bordeaux Wine
Council to hold a well-
attended Bordeaux Tast-
ing Press and Trade day
featuring a seminar and
wine tasting at the Mar-
riott Hotel in Bethesda

ﬁnd }‘lan it 11(13 n\rcr)r

LU wauhee

3 ing spccxalty xndlaﬁocated |

,methodology on Judgmg Co
and evaluating the wines o
of the world; a study in -
types styles, colors, balance
and finish; the regions of

items-specifically for their
clientele. Also contribut-
ing to the goal of excellent
customer service is fair
trontline pricing; com-~
petitive sales; experienced,

France, Italy, Germany,
Spain, Austria, Australia,
New Zealand, Argentina,

Chile, South Africa, Can-

knowledgeable person-
geavie p ada and the United States;
nel; and professional store ) ]
decoding wine labels; and
appearance.

pairing wine with food.

Kevin Bell, assistunt warehouse supervisor, Richard Lee,
George Hefner, and Siddarth Reddy ensure that products
are warchoused and pulled for delivery carrectly.

e




: Kensmgton T Phone:-240-773-2003
- 3733 University Boulevard -
: Kensington, MD 20895 .. 9:00 p.m,
~ Phone: 240 773 2013

pan.;

S ‘Muddy:Bran,ch. s
~. . 866 Muddy Branch Road-
Gaithersburg, MD 20878
. Phone: 301-840-2356
“2 - Hours: Mon—Sat 10:00 a.m. to
10 00 P m.

‘Olney
17825 Georgfa Avenue
Olney, MD 20832
Phoge: 24@-773»2019

: ,Hours Mon~Thurs- 10:00 a. m.to :

Fn—Sat 10 00 a.am. to 10 00

" Twinbrook

2090 Viers Milt Road

* Rockville, MD 20851 -

Phone: 240-773-2022

“Hours: Mon-Sat 10:00 a.m. to

900pm

| : Walnul Hill '
)16535 South Frederick Road

Gaithersburg; MD 20855

“Phone: 240-773-2004

Hours: ‘Mon—5at 10:00 am to
T 9:00 pm.
Westwood

5432 Westbard Avenue
.~ Bethesda, MD 20814
. Phone: 240-773-2024

- Hotts® Mon-Sat 10 00 am. to _

.. Hours: Mon-Sat 10:00 a.m. to

P S ; “9:00 p.m.
830-836 Rodkille Pike Wheaton
“Rockville, MD 20852 11407 Georgia Avenue

Phone: 301-279-1575

. ~ Silver Spring, MD 20902
“Hours: Mon—Sat 10 00 a.m. to

Phone: 240-773-2025

: 9:00 P m. Hours: ‘Mon—Sat 10:00 a.m. to
: »,,:Potomac - 9:00 p.m.
10132 River Road- “White Oak

. ‘Potomac,MD 20854 . > 11239 New Hampshire Avenue
. U Phone: 240—773 2020 Silver Spring, MD 20004

7 Hours; ‘Mon=5at9:00 a.m. t6-9: 00 Phone; 240-773-2026 ;
: p*mf. ““Hours: Mon—Sat 10:00 a.m. to

: Silver Spring -
- 8715 Colesville Road.
_ Silver Sprmg, MD 20910
- Phone: 240-773-2021
~ 7. Hours:: Mofi-+Sat.10:00 a.mito .
v 9:00 pm. :

New stores in
Bethesda, Darnestown,
and Burtonsville, and
a newly renovated and
enlarged Potomac!

78701 Flower Avenue f;
. Silver Sprmg, MD: 20901
: ;_,,Ph’one 301j565«5842 iy




The grapes of the fields in France have yielded some of
the world’s best tasting and highest priced wines: the
Bordeaux. It was in Bordeaux that wine futures began.

Wine Futures, or En Primeur, refers to buying wine
after it is made, but before it is bottled. In the spring
tollowing the vintage, cask samples of wines are made
available to writers and larger or special wholesalers to
taste and evaluate and for the larger or special whole-
salers to purchase “on future.” The wine is generally
bottled and shipped about two vears later.

In good vintages, wine futures can offer the investor
the greatest return; the initial release prices are usually
(although not always) the lowest at which the wines
will ever be sold. Commonly, the wines are released

in a number of “tranches,” with each release priced at
a different level depending on how the previous one ; £
sold. For example, the Bordeaux 2000 vintage proved
to be in great demand, and the first tranche was
largely unavailable to all but the best customers. The

second and third tranche prices were higher but still a Mpntgomer.y C(-)unty S(fC“er a generous allotment of
great value. this wonderful vintage from a number of renowned

Chateaux, thanks to the efforts of Diane Wurdeman,
retail operations manager. Working with purchasing
specialist John LaTorre and senior financial specialist
Jim Kelley in the department and with our negociany,
her success in obtaining these prime offerings has been
incredible.

Robert Parker declaring them, “record-breakers on ev-
ery level,” and “world-class wine.”

The Bordeaux 2005 vintage is another acclaimed year,
with industry experts such as The Wine Spectator and

Some of the most sought-after acquisitions include:

*Ratings from Wine Spectator

Diane Wurdeman, retail operations manager (left), Prices for the above wines run to more than $1,000

and John LaTorre, purchasing specialist (right), a bottle, but the Montgomery County Department

display world-class wines bought “on futire.” of Liquor Control has ensured a supply of fine 2005
Bordeaux wines in all price ranges.
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FISCAL YEAR
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Annual Sales Growth—We project an annual sales
growth of 5 percent. Contributing factors to mecting
and even exceeding this growth target has been the
high level of customer service satisfaction in its retail
stores and wholesale delivery operations, while restrict-
ing factors include an overall national trend that points
to flattening beer and liquor consumption and a limited
advertising strategy that is a reflection of the county’s
role in this business operation.

Cost of Goods Sold to Sales—Cost of goods sold to
sales is a measure of the gross profit margin from each
dollar of sale. Our goal is to maintain a gross profit
margin of 28 percent across all segments. Contribut-
ing factors are sound management of product selection,
tight inventory control and competitive pricing, while
restricting factors include the growing interest in more
modecstly priced items; in-house cost escalations such
as funding negotiated compensatory expenses, which
account for 65 percent of operating costs; and other in-
creasing costs such as retail store leases, utility costs and
transportation costs, which are rising well above the

S percent increase in sales.
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Retail Customer Satisfaction—Our goal is to provide Whelesale Cusiomer Satisfaction—Our goal is to

a rewarding shopping experience for the retail cus-
tomer. Contributing factors are product sclection strat-
egies, store cleanliness, and a knowledgeable staff, while
restricting factors include a high turnover of part-time

retail staff, the need for continuous training and limited
stores hours.

ensure fair prices and excellent service to our wholesale
customers. Contributing factors are product-selection
strategies, quick turnaround on special order items and
professional delivery staff, while restricting tactors in-
clude the need for continuous training, and a move by
retailers to offer a greater variety of products.




Annual Alcohol Compliance Checis

e

;. PERCENTAGE

2009

T

2005 2006 2007 2008
" FISCAL YEAR

Retail Sales as a Percentage of Total Sales—Rctil Number of Annual Alcohol Compliance Checks——
sales accounted for 45 percent of total sales in FY08,an  In collaboration with the Montgomery County Depart-
increase from 44 percent in FY07. Sales at retail stores  ment of Police, we conduct routine compliance checks

demonstrate acceptance by the citizens of the county.  to ensure that licensees comply with all state laws with
Strategy includes maintaining product availability, respect to the purchase and sale of beverage alcohol
maintaining inventory control and using effective retail ~ products. We have committed to completing 600 checks
staff training, store promotions and marketing. cach ycar, which is up more than 50% from FY07. Con-

tributing factors include our commitment to becoming

a strong presence in the community, adequate and tar-
geted education and training programs and appropriate
penaltics for noncompliance, while restricting factors
include the hours in the day, no increase in number of
inspectors to offset the increased number of inspections
and the high number of businesses that are run by in-
dividuals from cultures that have vast differences in the
way they view beverage alcohol.




QOur plans

B Continue to focus on maintaining an optimum bal-

ance between sales, purchases and inventory levels

to achieve the goal of a 28 percent gross profit mar-

gin ratio

A Continue to emphasize customer service by per-
torming routine inspections of stores and evaluating
them on an established set of criteria

Percentage of Licensees that Fail Compliance B Continue to provide comprehensive product knowl-

Checks—Our goal to reduce the numbers of failures of edge seminars to retail staff

compliance checks, which we sec as a validation of our B Continue to seek satistactory locations to open ad-
efforts in both regulation and education. Contributing ditional stores to better serve increasingly populated
factors are the provision of effective training and educa- and underserved areas of the county

tion to retailers, while restricting factors include a high B Continue our collaboration with the Alcohol Unit
turnover of trained licensee retail staff, an inadequate of Montgomery County Police and in our partner-
number of licensee retail associates to ensure adequate ships with private businesses and the community
verification checks and a highly motivated underage

clientele who wish to procure products. Of note is the <.

possibility of initially higher incidences of failure, due to
the increase in the number of inspections. After a pos-
sible initial spike, however, we expect to sec a downward
trend as oftending licensees are educated and fined and
repeat oftenders are removed from the system.

o E o) ] .
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Percentage of Licensees that Do net Come Into
Compliance After a Failed Check—Our goal is to
have a very low number of repeat offenses as we work
to educate and train business owners in responsible

s ¢
1 TAIE TY servite 1
o FE AN, i

sales and service. Repeat offenses warrant appropriate
and escalating penalties for noncompliance. This head-
line measure is under construction.
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Wholesale/Retail Sales

The Department of Liquor Control sells beer, wine and liquor both as a wholesaler
and a retailer. Of the $211,914,002 in total sales in FY08, 55% are attributed to
wholesale operations, while 45% are attributed to retail operations.

Percentage of Sales Allocated Among Whelesale
Liguor/Wine, Wholesale Beer, and Retail

WhOIQSa'Q Howard Shriner and his
! fellow workfarce leaders
superuise drivers, ensuring
timely delivery of products

to licensed establishments.

Retail Sales (45%)

Warehouse Depletions

The Department of Liquor Control warehouse ships liquor, wine, case beer and keg f 3
beer. Of the 5,113,637 total cases/kegs of beverage alcohol shipped in FY08, 68.6%  Benito Gonzalez, driver,
were case beer, 1.4% were keg beer, 11.9% were liquor/wine to licensed establish- provides friendly, ¢fficient

deliveries to Jicensed
ments, and 18.1% were transferred to county stores for resale. establishments and retail stores.

Percentage of Case Depletions by Category
Wholesale

Wholesale

Retail Store
Transfers (18.1%)

Brian Byrd, purchasing
specialist, researches special
orders and makes niche products
available to individuals
through retail stores and
{licensed establishments.



"The Department of Liquor Control’s income in FY08 was $24,218,273.
Net Income, 20042008

$0 7$5,000,000  $10,000,000  $15,000,000 5,000,000 $30,000,000
The Department of Liquor Control’s sales from continuing operations in FY08 were $211,914,002.

Net Sales, 2004-2008

$250,000,000

Jhason Abuan, IT manager,
Kate Gelthard, Arnold
Rodriguez, Ida Cole, Arnie
Cabello, and Bola Odutayo keep
the department’s information
technology running smoothly.



Retail and Wholesale Sales 2003-2008

{Dollars in Millions)

$250

$200
$150.1

$100

2005 2006
@ Wholesale @, Retail

Annual Cases/Kegs Shipped from Warehouse 2003-2008

{(Numbers in Millions)

Jim Ferris, store manager,
Manning Aurry and Dan
Marsh focus on excellent

service for retail custoners.

1)



| 6.41%

7.39%

633%

$33.358,048 |

$32,077,504

| 4.08%

14:09%

52701505

454

1ke Department of Liguor Contral’s three division chiefs work fogether
to ensure the success of the department. Left to right: Sunil Pandya,
chief of administvation; Kathie Durbin, chicf of licensure, regulation
and education; and Gus Montes de Oca, chicf of aperations




Net Sales by Cost Center, as of June 30, 2008, and 20607

RETAIL STORE TOTAL

111,683

2.91%

2711656

77,093

. 2.84%,

3560747 |

290,383

8.16%
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After paying all expenses and retaining a small amount of operating capital, the Department of Liquor Control

transfers profits to the General Fund to pay for important citizen services. In FY08, Liquor Control transferred
$22,168,275; the cumulative contribution in the past 10 years amounted to $191,690,398.

Transfers to General Fund, 1999-2008

Cash Transfers to the General Fund

Ffﬁc;ai'Yéa}" *" Amount of Transfer pevr"Y‘e/a:' . C ulativeTraﬂhéfevrv;v 1999—2008




Cumulative Transfers {o the General Fend, 19%99-2008
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Eric Moore ensures merchandise is stored in its correct location.




Looking Forward

To position ourselves for continued success in 2009 and
beyond, the Department of Liquor Control intends to
focus its efforts on operational effectiveness by continu-
ing to strive for optimum balance between sales, pur-
chases and inventory levels to ensure that we achieve
our goal of a 28 percent gross profit margin ratio.

The department will continue to emphasize customer
service by continuing to offer new items, providing on-
time delivery, evaluating stores based on an established
set of criteria and providing regular product-knowledge
and customer-service seminars to its retail staff,

The number of county-owned retail stores has not
increased proportionate to the increase in the county

population. To better serve our growing county, we will
be opening 4 new, centrally located store on Hampden
Lane in Bethesda, and a new store in Darnestown. We
will be expanding the Potomac store to better accom-
modate customers. The Burtonsville shopping center is
being totally redesigned and built, and the department
will occupy a new store in that shopping center once
construction is complete.

The Division of Licensure, Regulation and Education
will continue its collaboration with the Department

of Police Alcohol Unit and in partnership with private
businesses and citizens groups to keep our communities
safe and vibrant.




