
COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA LIQUOR CONTROL BOARD

Harrisburg, Pennsylvania 17124-0001

April 24, 2017

The Honorable Seth M. Grove
State Representative, 196th Legislative District
7 East Wing
Harrisburg, PA 17120

Dear Representative Grove:

The Pennsylvania Liquor Control Board (PLCB) received your letter dated Jan. 24k”, in which you
asked a series of questions regarding the financial metrics and operational efficiencies of the
agency. We appreciate the opportunity to discuss how the PLCB is ensuring that the agency is
maximizing the revenue it produces, and controlling operational costs, in order to fund critical
state programs while providing outstanding value to our customers. We also appreciate the time
you afforded us to respond to your inquiries.

As you know, the PLCB is not funded with a General Fund appropriation, but rather through an
executive authorization from the proceeds of the State Stores Fund. In Fiscal Year (FY) 2016-17,
the agency will transfer S217 million to the General Fund to support essential state services. This
figure does not include the transfers made to other state agencies, as described more fully below.
We trust that the dialogue during the House Appropriations Committee hearing on March 2”
helped answer many of the questions that you and the committee members had regarding the PLCB
as you prepare to make decisions about the FY 2017-18 state budget.

The PLCB budget submission to the House Appropriations Committee, which was submitted prior
to the March 2 hearing, includes much of the information requested in your letter. Consequently,
for brevity and consistency, this response, when appropriate, references the budget submission.
with corresponding page number(s). An additional copy of the PLCB’s budget submission is
attached for your convenience.

1. Program Performance — Key Performance Indicators and Cost Drivers

In contrast to other state agencies, the PLCB prepares detailed financial statements that outline the
financial results of the business, which is the fundamental key performance indicator that guides
the business operations of the PLCB. These financial reports are publicly available on the PLCB
website. www.Icb.pa.uov. Page 10 of our budget submission includes a specific discussion of the
various perfoniwnce measures that we utilize to assess outcomes in terms of controlling costs and
increasing sales. Additionally, we develop an annual business plan and budget for each program
area. Our Finance office meets quarterly with each program area to examine actual costs for the
quarter in comparison to the plan and discuss any current or anticipated variances.
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On the regulatory side of the agency, the PLCB ensures responsiveness to licensees through our
new online licensing and regulatory portal. PLCB±. This online system has eliminated paper fonns
and expedited the review of licensing matters by reducing the delay associated with sending hard
copies of information through the mail. Further, PLCB+ allows users to access their account 24/7
to update information, pay fees and apply for special permits.

The most significant cost drivers for the PLCB, as explained on page 6 of our budget submission,
are personnel services, which are largely outside of the control of the agency as a result of
Commonwealth-negotiated employee direct and indirect compensation. Also, outside of the
control of the PLCB are higher pension, worker’s compensation, and other post-employment
benefit (OPEB) costs for employees. While operational expenses have increased as well, those
costs are mostly correlated to the PLCB’s increased sales growth of approximately four percent
per year over the past few years.

2. New Programs/Initiatives

As discussed throughout our budget submission, including the FY 2017-18 initiatives section on
page 7, the primary focus of our recent and future initiatives involves the continued
implementation of Acts 39. 85 and 166. Many of these initiatives were legislatively mandated in
Act 39. and consequently must be implemented regardless of any cost-benefit analysis (i.e.,
developing new license applications and investigating them, ensuring that holders of wine
expanded permits are properly stocked with wine they wish to sell, etc.). Other discretionary
portions of the 2016 liquor reforms, such as the operation of additional Fine Wine and Good Spirits
(FWGS) stores on Sundays and selling PA lottery tickets through self-service Lottery machines
continue to be assessed and modified based on customer response to these programs. The future
development of a customer relations management program will be evaluated based on
implementation costs and the potential to increase sales.

3. Agency Line Item Review

Pages 3-7 and 16 of the PLCB budget submission include the breakdown of the agency’s executive
authorization request by major object and includes a narrative description of the changes. The
increase in the executive authorization, as noted before, largely reflects costs outside of the control
of the PLCB. including increasing personnel costs. Additionally, the agency has encountered costs
associated with the unanticipated implementation of Act 39 and higher operational expenses from
increased freight, store rent, and credit/debit card fees. To ensure the PLCB’s personnel resources
reflect the operational needs of the agency, especially in light of the changes from the 2016 liquor
reforms. we have undertaken an ongoing comprehensive review of vacant positions to determine
whether there is a compelling business need to fill those respective positions.

As mentioned previously, the agency produces detailed financial statements that include a
comparative operating statement, which details revenues, expenditures and changes in the State
Store Fund position compared to the previous fiscal year. The fiscal year end reports are publicly
available on the PLCB website under “news and reports.”
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Page 39 of the budget submission provides a statement of cash receipts and disbursements which
includes the projected cash balance at the end of FY 2016-17 and a further five years of estimates
based on the assumptions listed in the footnotes on that page. Additionally, attached is the most
recent financial audit of the State Stores Fund and the Liquor License Fund that details cash flow.

4. GO TIME (Continuous Improvement I Lean Government)

Attached is a spreadsheet of GO TIME savings over the past two fiscal years with a brief
description of each item. The savings from GO TIME initiatives did not fund specific items, but
rather contributed to the continuing efforts of the PLCB to limit operating expenses through
operational efficiencies and innovative business strategies.

5. Federal Funds

The PLCB does not receive federal Funds.

6. Contracts (non-personnel)

Pages 17-34 of our budget submission includes the requested information regarding consulting
contracts in fiscal year 2015-16 and 2016-17, as well as 2017-18.

7. Lapsed Funds

Page 5 of our budget submission outlines the executive authorizations and corresponding lapses
of funds for the past three fiscal years. Historical lapses for the executive authorization specific to
the purchase of liquor are also listed in the PLCB budget submission on page 37.

8. Regulations

With the advent of Acts 39. 85 and 166, the PLCB anticipates updating its regulations to conform
with these acts. Act 39 amended more than 35 sections of the Liquor Code and added several more,
and Act 166 amended 17 sections of the Liquor Code, including some of the same sections
amended in Act 39, and added another new section. As a result of these comprehensive changes,
the process of aligning PLCB regulations is anticipated to be a multi-year endeavor.

In FY 2015-16, the PLCB promulgated six regulatory amendments. The regulations did not result
in any significant fiscal impact to the PLCB or the regulated community.

• Conversion of Suspension into a Fine (40 PA Code § 7.10)
o The statutory authority for this regulation is 47 P.S. § 2-2070).
o This regulation increased the minimum fines acceptable to the PLCB when an unserved

license suspension is converted to a fine at the request of an applicant. The regulation
impacts only those licensees with unserved suspensions that want to transfer the license
after incurring a suspension.
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• Economic Development Licenses (40 PA Code § 3.105)
o The statutory authority for this regulation is 47 P.S. § 2-2070).
o This regulation further clarified the criteria that an economic development restaurant

license applicant must meet to prove that he or she has “exhausted reasonable means
for obtaining a suitable license within the county.” [47 P.S. § 4-461 (b.l)(1)].

• Responsible Alcohol Management Program (40 PA Code § § 5.211,5.232, 5.233)
o The statutory authority for this regulation is 47 P.S. § 4-471.1 and 47 P.S. § 2-2070).
o This regulation permitted third parties to develop a training curriculum to meet the

requirements of the Responsible Alcohol Management Program (RAMP) and provide
those materials to the Bureau of Alcohol Education for approval.

• Right to Occupy (40 PA Code § § 7.2 and 7.4)
o The statutory authority for this regulation is 47 P.S. § 2-2070).
o This regulation recognized that a lease or deed is not the only way to establish the right

to occupy a proposed licensed premises. As part of the application process, an applicant
must prove its right to occupy the proposed licensed premises, which may include a
lease or deed or through a contract with the owner of the premises.

• Discount Pricing Practices (40 PA Code § 13.102)
o The statutory authority for this regulation is 47 P.S. § 2-207(i).
o This regulation was amended to align PLCB regulations with changes that were made

to the Liquor Code related to the hours in which licensees may discount the sale of
alcohol at its licensed premises (i.e., happy hours).

• Posting Requirements for Extension (40 PA Code § 7.22)
o The statutory authority for this regulation is 47 P.S. § 2-2070).
o This regulation was amended as a result of changes to the Liquor Code. Regulations

had previously required applicants for an extension of the licensed premises to post
notice of the application filing for 15 days. An amendment to the Liquor Code increased
the posting period to 30 days and the regulation was amended accordingly.

In FY 2014-15, the PLCB promulgated one regulatory amendment. The regulation did not result
in any significant fiscal impact to the PLCB or the regulated community.

• Breweries (40 PA Code § 3.93)
o The statutory authority for this regulation is 47 P.S. § 4-446(a)(l) and 47 P.S. § 2-2070)
o This regulation, which was requested by the industry, permitted brewery licensees to

serve their own beer for consumption on the licensed premises under certain conditions
without needing to also acquire a brewery pub license from the PLCB. Accordingly. a
brewery licensee must have seating for at Least 10 customers and must make food
available in order to serve its beer for on-premises consumption.
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9. Augmentations

While the PLCB does not receive augmented funds in the form of interagency transfers from other
agencies, the PLCB does make significant transfers to other state agencies. In FY 20 15-16, the
PLCB’s transfers to other Commonwealth agencies included:

• $26.1 million to the Pennsylvania State Police Bureau of Liquor Control Enforcement.
• S3.3 million provided to support the Department of Drug and Alcohol Programs (an

increase of$l.6 million over the prior fiscal year).
• $9.7 million transferred to other Commonwealth agencies that billed the agency for

services provided:
o $2 million to the Office of Administration (OA) for consolidated data services and

another $2.4 million for classification and pay services, strategic services/SEAP, SAP-
based services, and telecommunication charges.

o $1.0 million to the Department of General Services (DGS) for real estate and shared
services, employee self and tort insurance, warehouse and distribution services. and
Capitol Complex services.

o $2.7 million to the Auditor General.
o $1.1 million to the Civil Service Commission.
o $368,000 to Payroll Operations.
o $164,000 to Treasury.

10. Fines/Settlements/Litigation

The PLCB is involved in two ongoing litigation cases. The first case involves the now shuttered
wine kiosk program. While the agency recovered its costs for this program, the manufacturer of
the kiosks, Simple Brands, sued the PLCB for alleged breach of contract. The litigation, which
remains in discovery phase, has resulted in approximately $500,000 in legal fees and expenses.

Second. the agency is engaged in litigation against World Transportation, Inc. (WTI), who
previously served as the PLCB’s Philadelphia warehouse contractor. WTI essentially went out of
business and defaulted in its obligations, which required the PLCB to procure an emergency
contract with XTL, Inc., the cuneni warehouse vendor, to run the Philadelphia distribution
operations. The litigation, which remains in discovery phase, has resulted in about $440,000 in
legal fees and expenses.

II. Information Technology Modernizations/Contracts

As previously referenced, in May 2016 the PLCB launched PLCB--. which transformed almost 70
paper processes into a paperless online system. The PLCB received the 2016 Control States Best
Practices Award from Swlcii’co’s magazine, in part, because of the innovation demonstrated by the
development of PLCB÷. The PLCB expects to save an estimated $4.3 million from efficiencies
created by PLCB+ over the next few years.
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While the PLCB does not have any information technology contracts specifically associated with
modernization efforts, current contracts do provide for production support with opportunities to
engage in system upgrades. For example, the PLCB is currently working with OA, Unisys, IBM
and Oracle to improve our disaster recovery capabilities. Also, the PLCB is in the process of
modernizing our data warehouse approach by replacing the current Oracle Retail Data Warehouse
with a Power BI/Microsoft Azure solution. This modernization will provide the PLCB with a more
comprehensive data warehouse product.

All PLCB information technology contracts are actively managed, invoiced and reviewed monthly
to ensure costs are controlled, and PLCB staff assigns the specific tasks associated with the
implementation of the contract.

The PLCB has actively engaged in the use of consolidated enterprise services and contracts. As a
significant user of merchant services for credit card processing, the PLCB collaborated with the
Office of Budget, DGS and other state agencies to negotiate a merchant service agreement with
First Data Services and Santander Bank. The volume of transactions processed by the PLCB
helped to lower the transaction fee costs across other state agencies. Additionally, the PLCB
lowered operating costs for hosting our current information technology platforms by consolidating
the services through PA Compute Services. This consolidation resulted in approximately $3
million in savings. The PLCB also partners with OA on master agreements for a variety of
information technology products. which produce significant savings when compared to the PLCB
purchasing those sen’ices independently.

I hope that this information is helpful to answer the questions included in your letter. Please do not
hesitate to contact me at 717-346-8402 with any additional questions or clarifications.

Sincerely.

ChristoplYer L. Herrington, Esq.
Director of Legislative & Governmentai Affairs

Attachments

cc: The Honorable Stanley Saylor. Chairman, House Appropriations Committee
The Honorable Joseph Markosek, Minority Chairman, House Appropriations Committee
The Honorable Adam Harris. Chairman. House Liquor Control Committee
The Honorable Paul Costa, Minority Chairman, House Liquor Control Committee
Tim Holden. Chairman
Mike Negra, Board Member
Michael Newsome, Board Member
Charlie Mooney, Executive Director
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B
udget:

G
E

N
E

R
A

L
O

P
E

R
A

’IiO
N

S
(A

G
E

N
C

Y
T

O
T

A
L

)
Pp.

E
32.1-E

32.8

V
.

P
R

O
G

R
A

M
D

E
S

C
R

IP
T

IO
N

In
conform

ance
w

ith
the

P
ennsylvania

L
iquor C

ode,T
he

P
ennsylvania

L
iquor

C
ontrol

B
oard

(PL
C

B
)

serves
as

the
co

rn
inonw

enlth’s
responsible

seller
o
f

w
ines

and
spirits,

regulates
P

ennsylvania’s
beverage

alcohol
industry,

and
prom

otes
social

responsibility
and

alcohol
education,

w
hile

m
axim

izing
financial

returns
for

the
benefit

ofall
Pennsylvanians.

Funds
to

cover
the

general
operating

expenditures
of

the
L

iquor
C

ontrol
B

oard
are

generated
by

the
sale

of w
ine

and
sphts

and
com

e
from

the
State

Stores
Fund.

T
he

PL
C

B
regulates

the
m

anufacture,
im

portation,
sale,

distribution,and
disposition

o
falcohol

in
the

com
m

onw
ealth.

T
he

agency
does

notsel[
m

alt
and

brew
ed

beverages,
rather

it
regulates

those
sales

through
the

licensing
of

distributors
and

other
retailers.

T
he

agency
is

responsible
for

w
holesale

operations
of

w
ine

and
spirits,

w
hich

licensees
m

ay
pick

up
from

state-operated
Fine

W
ine

&
G

ood
Spirits

retail
stores

or
licensee

service
centers,

or
have

w
ine

and
spirits

delivered
from

PL
C

B
distribution

centers.
A

ll
package

sales
of

spirits
in

Pennsylvania,
w

ith
the

exception
of

those
sold

at
licensed

distilleries,
are

m
ade

through
Fine

W
ine

&
G

ood
Spirits

stores
operated

by
the

PL
C

B
.

M
ost

w
ine

sales
are

also
m

ade
th

o
u
g
h

the
P

L
C

B
’s

m
ore

than
600

Fine
W

ine
&

G
ood

Spirits
stores,

although
w

ine
can

now
also

be
purchased

—
in

lim
ited

quantities
—

from
properly

licensed
and

perm
itted

private
m

arket
retailers.

In
2016,

the
m

ost
com

prehensive
changes

to
P

ennsylvania’s
L

iquor
C

ode
since

Prohibition
w

ere
signed

into
law

,
transform

atively
changing

the
beverage

alcohol
landscape

in
P

ennsylvania.
A

m
ong

the
m

ost
significant

changes
brought

about
by

A
cts

39,
85

and
166

of
2016

w
ere

direct
shipping

o
fw

ine
to

residents;
w

ine-to-go
sales

atrestaurant
and

hotel
licensees,

including
grocery

and
convenience

stores;
P

ennsylvania
L

ottery
sales

and
expanded

Sunday
and

holiday
hours

at Fine
W

ine
&

G
ood

Spirits
stores;

new
m

arketing
opportunities

including
a

custom
er

relations
m

anagem
ent

program
;

and
distributors’

ability
to

sell
beer

in
any

size
package,

including
six

packs,
grow

lers
and

single
bottles.

T
he

changes
are

volum
inous

and
affect

not
only

licensees,
but

also
how

the
PL

C
B

conducts
its

business
operations

in
general,

along
w

ith
its

revenues
and

profits.

F
or

F’!
2017-18,the

PL
C

B
is

subm
itting

a
budget

request
o
f

$570,565,000
for

the
genem

i
operations

ofthe
PL

C
B

, w
hich

is
funded

through
an

executive
authorization

to
spend

from
revenues

o
f

the
State

Stores
Fund.

T
his

request
w

ill
allow

the
B

oard
to

continue
to

operate
m

ore
than

600
retail

stores,
w

hich
provide

w
ines

and
spirits

to
the

consum
ing

public
and

licensees,
and

three
distribution

center
locations,

w
hich

deliver
w

ines
and

spirits
to

both
PL

C
B

stores
and

licensees.
T

his
request

represents
an

increase
of

$32,180,000
or

6.0%
from

the
fiscal

year
2016-17

E
xecutive

A
uthorization

of$538,385,000.
T

his
request

has
an

increase
of

$22.1
m

illion
for

personnel
services

(+6.9%
).

Salary
and

w
age

increases
o
f

$13.3
m

illion
($7.7%

)
reflect

the
costs

for
contract

changes,
the

O
ctober/20

16(2.75%
)

G
ST

and
M

anagem
ent

pay
schedule

changes
(4%

)
and

the
JuIy/2017

G
SI

(2.0%
),

as
w

ell
as

the
fill-year

cost
for

the
com

plem
ent

increase
(125

salaried
positions)

for
A

ct
39.

B
enefit

rate
changes

account
for

the
rem

aining
8.8

m
illion

(6.0%
)

requested
increase

for
personnel

services.
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X

E
C

U
T

IV
E
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A
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:
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E
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G
E

N
E

R
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L
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P
E

R
A

T
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N
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(A
G

E
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C
Y

T
O

T
A

L
)

Pp.
E

32.1-E
32.8

T
his

request
reflects

an
increEm

e
of$8.8

m
illion

for
operational

expenses
(+4.3%

).
Store

leases,
credit

and
debit

card
usage

fees,
and

freight
and

w
arehousing

costs
are

directly
correlated

to
our

sales
grow

th
o
f4

%
over

the
last

few
years.

A
ct

39’s
vine-to-go

provision
has

already
added

several
hundred

licensed
w

ine-to-go
retailers

utilizing
the

PL
C

B
’s

direct
delivery

program
.

T
ins

change
is

expected
to

significantly
increase

the
nuLnber

of
w

arehouse
deliveries

and
be

a
cost-driver

ofP
L

C
B

height
and

w
arehousing

costs.
T

hese
threc

operating
expense

item
s

represent
nearly

$140
m

illion
or

tw
o-thirds

of
the

PL
C

B
’s

operational
expense

request.
T

he
gLants

increase
o
f$

1
3

m
illion

to
$3.2

m
illion

reflects
the

tw
o

new
$1

m
illion

grants
created

by
A

ct
39

for
the

PA
M

alt
and

B
rew

ed
B

everage
B

oard
and

the
PA

W
ine

M
arketing

and
R

esearch
Program

B
oard,

in
addition

to
the

long-standing
alcohol

education
giants.

Several
other

ongoing
business

needs
that

are
critical

to
the

PL
C

B
’s

continued
grow

th
and

successftil
im

plem
entation

of
2016

statute
changes

are
noted

in
the

FY
2017-18

initiatives
below

.

1W
2
0
1
7
-1

8
Initiatives

Im
plem

entation
and

continued
su

p
p
o
rt

of
the

changes
and

initiatives
resulting

from
A

cts
39,

85
and

166
of

2016
w

ill
be

a
m

ulti—
year

com
m

itm
ent

to
the

follow
ing

business
operations:

developing
1111(1

grow
ing

a
W

holesale
O

perations
division

hi
support

of
w

ine—
to—

go
sales

by
licensed,

perm
itted

private
retailers;

expanding
S

unday
store

openings
antI

hours;
im

plem
enting

and
sn

p
p
o
h
in

g
P

ennsylvania
L

o
tteiy

sales
in

m
ore

than
300

stores;
negotiating

m
ore

com
petitive

product
acquisition

costs
w

ith
w

ine
and

spirits
suppliers

on
an

ongoing
basis;

developm
ent

of
a

new
S

pecial
L

iq
u
o
r

O
rd

er
(S

L
O

)
sales

process;
developm

ent
of

a
custom

er
relationship

m
anagem

ent
(C

R
M

)
p
ro

g
ram

;
reg

u
lar

auctions
of

expired
restau

ran
t

liquor
licenses;

and
continued

licensing
support

of
n
e
w

license
types

and
processes

(w
ine

expanded
perm

its
and

reports,
direct

w
ine

shipper
licenses

and
reports,

license
surcharge,

“E
”

to
“R

”
conversions,

casino
licenses

and
other

changes).
T

hese
acts

required
changes

to
our

liccnsing
system

(PL
C

B
+

)
and

our
O

racle
system

s,
m

ost
of

w
hich

arc
expected

to
be

com
pleted

during
F

Y
2016-

17.
A

ll
o
f

the
costs

of
these

system
changes

have
not

been
com

pletely
identified

and
w

ere
not

explicitly
funded

in
the

FY
2016-17

re-budget
request.

Som
e

o
f

the
PL

C
B

’s
planned

2016-17
initiatives

w
ill

possibly
be

deferred
clue

to
staffing

and
resource

lim
itations

and
the

focus
to

im
plem

ent
the

A
ct

39
changes.

A
lthough

all
of

the
F

Y
2
0

17-18
initiatives

listed
below

(except
S

upport
Services)

w
ere

also
listed

as
FY

2016-17
projects/initiatives,

the
fluids

requested
for

FY
2017-18

do
not

reflect
any

expccted
deferm

ents
of

efforts
on

these
particular

projects.
A

s
costs

are
m

ore
clearly

qnafflified,.a
review

o
fthese

changes
and

other
FY

2016-17
projects/initiatives

w
ill

be
perform

ed
to

determ
ine

if supplem
ental

spending
authorization

is
needed

for
FY

2016-17.

T
he

PL
C

B
transferred

$1.5
m

illion
in

hands
to

D
O

S
in

FY
2015-16

for
the

capital
project

to
replace

the
N

W
O

B
’s

existing
fire

alarm
system

.
H

ow
ever

due
to

delays
w

ith
D

G
S

,
this

project
is

not
expected

to
be

started
until

2017.
D

ue
to

extended
nature

o
f

that
project,

(he
replacem

ent
o
f

the
N

W
O

B
’s

w
indow

s
($1.5M

)
is

being
deferred

until
F

Y
20

18-19.
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(A
G

E
N

C
Y

T
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T
A

L
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P
p.

E
32.1-E

32.8

_________________________________________________________

FY
17-18

Initiative
$

(M
It)

Support Services
((‘OS,

RM
S

&
EBS)

3.0
*

e-C
om

m
erce

C
onsolidations

(ie
Public

Sites
E

nhancem
ents)

1.6
*

IBM
S

U
pgrade/Patching

1.5
D

ata
Insights

(R
etail/EB

S/D
ata

W
hse

R
eplacem

ent)
1.5

C
ustom

er
R

elationship
M

gm
t (CRM

)
1.5

V
ideo

Surveillance
System

(VSS)
1.5

*

R
etail

PointofSALES
(PU

S)
E

nhancem
ents

0.4
$11.0

projects/initiatives
started

in
FY

16-17

T
he

PL
C

B
rem

ains
com

m
itted

to
custom

er
service

excellence
and

social
responsibility

in
all

facets
of

our
operation

w
hile

m
aintaining

a
strong

revenue
stream

for
the

C
om

m
onw

ealth.

T
he

pri
nary

revenue
source

for
the

State
Stores

Fund
is

the
PE

C
E

‘s
sale

of
v
in

e
and

spirits.
Sales

and
tax

revenue
in

fiscal
year

2015-16
totaled

$2.431
billion,

an
increase

of$95.1
m

illion
or

4.1%
over

fiscal
year

2014-15.
Sales

for
2016-17

and
2017-18

are
projected

to
grow

atan
am

iual
com

pounded
rate

o
f

4.7%
.

G
iven

the
significant

changes
brought

about
to

P
ennsylvania’s

beverage
alcohol

m
arketplace

in
the

second
half

o
f

2016,
m

eaningfifl
long-term

sales
projections

cannot
be

m
ade

until
tim

e
allow

s
consum

er
purchase

patterns
and

sales
trends

to
change,

develop
and

be
m

easured.

T
hese

revenues
cover

the
cost

of
m

erchandise
inventory

m
aintained

and
sold

at
the

stores
and

all
costs

of
operating

the
PL

C
B

.
A

fter
paym

ent
o
fthese

operating
expenses,the

PL
C

B
generated

$583.6
m

illion
in

profit
transfers

anti
C

om
m

onw
ealth

taxes
lbr

the
G

eneral
Fund,

an
increase

of$39.0
m

illion
or

7.2%
for

fiscal
year

20
15-16.

In
addition

to
the

profit
transfer

and
taxes,

the
PL

C
B

also
covers

the
costs

of
the

PA
Slate

P
olice

B
ureau

of
L

iquor
C

ontrol
E

nforcem
ent,

w
hich

in
fiscal

year
2015-16

w
as

$26.1
m

illion
vs.

$25.7
m

illion
the

previous
year.

A
dditionally,

$3.3
m

illion
w

as
allocated

to
the

P
ennsylvania

D
epartm

ent
of

D
rug

and
A

lcohol
Program

s,
$4.6

m
illion

in
license

fees
w

as
returned

to
local

m
unicipalities,

and
$8.7

m
illion

in
local

sales
lax

w
as

collected
and

fully
rem

itted
to

Philadelphia
and

A
llegheny

counties.

A
lthough

A
ct

39
and

A
ct

85
provided

enhancem
ents

o
f

Slate
Stores

Fund
revenue

sources
through

new
licenses

and
a

Jieense
surcharge,

the
auction

of
expired

restaurant
licenses,

pricing
ficxibility

and
expanded

Sunday
sales,

they
also

decreased
State

Stores
Fund

revenues
w

ith
SL

O
m

ark
up

reductions,
the

loss
of

sales
tax

com
m

issions
and

the
threat

ofw
ine

sales
cannibalization

by
private

retailers.
A

dditionally,
A

ct
39

created
tw

o
new

grant
program

s
thnded

from
the

State
Stores

Fund.
Sonic

of
the

revenues
to

be
achieved

through
the

2016
liquor

law
changes

likely
w

on’t
be

realized8
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at
all

(casino
liquor

license
revenue)

or
until

additional
tim

e
passes.

R
evenue

from
the

first
restaurant

license
auction

vil1
not

be
collected

until
near

(lie
end

of
FY

2016—
17,

it
‘viii

take
tim

e
and

continual
negotiations

to
gain

significant
concessions

through
flexible

pricing,
a

custom
er

relations
m

anagem
ent

program
w

on’t
deliver

dividends
until

FY
17—

18
or

FY
18—

19,
an

d
consum

ers’
adaptations

to
expanded

S
uiday

hours
and

P
ennsylvania

L
otlery

sales
in

Fine
W

ine
&

G
ood

Spirits
stores

w
ill

lake
tim

e
to

develop.

F
or

fiscal
year

2016-17,
the

PL
C

B
w

ill
transfer

a
com

bined
$216.4

m
illion

including
regular

profit
and

enhanced
proceeds

from
A

ct
39,

but
to

do
so

w
ill

requ
re

a
one-tim

e
w

ithdraw
al

o
f

State
Stores

Fund
cash

reserves
for

a
portion

of
the

transfer.
For

fiscal
year

20
17-18,

the
PL

C
B

plans
to

transfer
SI

85.1
m

illion
including

State
Stores

Fund
profits,

A
ct

39
enhanced

proceeds
and

Pennsylvania
L

ottery
com

m
issions.
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I
E

X
E

C
U

T
IV

E
A

U
T

H
O

R
IZ

A
T

IO
N

:
P

age
II

of
G

overnor’s
E

xecutive
B

u
d
g

e
t:

L
G

E
N

E
R

A
L

O
P

E
R

A
T

IO
N

S
(A

G
E

N
C

Y
T

O
T

A
L

)
Pp.

E
32.1-E

32.8

V
.

1.
P

R
O

G
R

A
M

D
E

S
C

R
IP

T
IO

N
—

P
erform

ance
M

easures

T
he

m
ost

effective
program

perform
ance

m
easures

used
by

the
L

iquor
C

ontro[
B

oard
are

those
that

report
the

financial
results

o
f

the
business

enterprise
w

e
operate.

M
onthly

financial
statem

ents
prepared

in
accordance

w
ith

G
enerally

A
ccepted

A
ccounting

Principles
provide

inform
ation

on
gross

sales,
taxes

collected,
cost

o
f

goods
sold,

operating
expenses,

and
net

incom
e.

T
hose

financial
results

are
m

easured
against

established
goals,

review
ed

by
m

anagem
ent,

and
appropriate

action
taken.

W
ith

the
E

R
P

-based
operating

system
,

the
B

oard
has

developed
dashboard

m
easures

and
key

perform
ance

indicators
that

enhance
the

B
oard’s

ability
to

control
expense

grow
th

through
increased

visibility
O

LI variances
from

planned
expense

and
revenue

goals
as

w
ell

as
having

the
necessary

data
stream

to
m

axim
ize

returns
on

product
investm

ent
and

placem
ent.N

ew
tools

have
been

developed
for

im
proved

forecasting
of

incom
e

and
cash

flow
.

In
addition

to
financial

inform
ation,

various
other

perform
ance

m
easures

are
regularly

reported
to

PL
C

B
operating

m
anagers.

Increased
use

of
business

ratios,
such

as
E

xpense
to

N
et

Sales
and

Sales
pcr

Square
Foot,

are
utilized

for
com

parative
purposes

w
ith

increased
em

phasis
on

m
arket

im
pact

of
store

relocations,
closings

and
openings

to
m

axim
ize

service
level

to
the

custom
er

base.
C

om
parative

m
easures

are
utilized

to
m

onitor
daily

store
perform

ance
by

tracking
sales

challenges,
inventory

shrink
and

other
m

easures.
M

odels
have

been
developed

to
analyze

the
effectiveness

of
our

advertising
expenditure

allow
ing

us
to

m
axim

ize
advertising

benefits.

T
he

PL
C

B
devotes

significant
resources

to
im

prove
the

efficiency
o
f

regulatory
services

to
licensees.

Program
perform

ance
m

easures
used

include
the

num
ber

o
f

applications
processed,

turnaround
tim

e,
inquiries

handled
personally

or
by

telephone,
fees

processed
and

detailed
m

onitoring
of

investigative
activities.

O
ur

alcohol
education

and
abuse

prevention
program

s
continue

to
grow

and
im

prove.
M

easures
of

program
perform

ance
include

the
num

ber
of

ow
ners/m

anagers/servers
com

pleting
R

esponsible
A

lcohol
M

anagem
ent

T
raining

(R
A

M
P)

sem
inars

and
num

ber
of

alcohol
education

m
aterials

distributed
to

the
targets

o
fo

u
r

various
alcohol

education
program

s
as

w
ell

as
definable

m
easurem

ents
for

activities
funded

through
our

grant
program

s.

10
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N
E

R
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L
O

P
E

R
A

T
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N
S

(A
G

E
N

C
Y

T
O

T
A

L
)

P
p.

E
32J-E

32.8

V
.2.

R
ecen

t
L

eg
islativ

e
C

IIan
2

cs
—

A
ct

39
afl(I

A
ct

85
o

f
2
0
1
6

A
ct

39
of2016

m
acIc

historic
relbrm

s
to

the
Peim

sylvania
L

iquor
C

ode
and

represents
the

m
ost

expansive
change

to
the

state’s
liquor

law
s

since
the

end
of

P
rohibition.

From
product

procurem
ent

and
m

arketing,
to

w
holesale

operations
and

licensing,
A

ct
39

transform
ed

the
PL

C
B

and
the

alcoholic
beverage

industry
in

Pennsylvania.
W

ith
o
n
ly

60
days

to
establish

the
necessary

infrastrncture
and

policies,
(he

PL
C

B
im

m
ediately

sct
to

w
ork

to
ensure

the
A

ct
w

as
quickly

and
successftilly

im
plem

ented.

G
iven

the
significant

breadth
of

the
A

ct
39

reform
s

across
the

business
and

regulatory
areas

of
the

agency,
the

PL
C

B
recognized

the
need

for
organizational

changes
to

effectively
m

anage
resources

and
align

our
agency

structure
w

ith
the

opportunities
provided

by
the

A
ct.T

he
PL

C
B

established
a

Program
M

anagem
ent

O
ffice

and
contracted

w
ith

a
project

m
anager

to
track

tasks,
budgets

and
progress

for
each

A
ct

39
deliverable.

A
new

O
ffice

of
W

holesale
O

perations
w

as
created

to
m

anage
the

new
vine-to-go

w
holesale

business.
W

e
contracted

w
ith

a
consultant

to
advise

the
agency

on
the

developm
ent

and
im

plem
entation

of
pricing

policies,and
w

e
hired

a
full—

tim
e

pricing
coordinator

to
m

anage
and

execute
pricing

strategies
and

to
assist

the
product

selection
category

m
anagers

in
supplier

negotiations.
W

e
hired

a
consultant

to
assist

the
agency

w
ith

developing
its

custom
er

relationship
m

anagem
ent

(C
R

M
)

program
.

I.
L

IC
E

N
S

E
A

P
P

L
IC

A
T

IO
N

S

B
efore

a
single

bottle
of

w
ine

could
be

shipped
under

the
new

direct
v
in

e
shipper

license
or

sold
under

a
w

ine
expanded

perm
it,

the
PL

C
B

had
to

create
the

licensing
applications

for
all

new
licenses

and
perm

its
that

the
act

created.
Prior

to
the

billbeing
signed

into
law

,the
PL

C
B

began
a

transition
to

an
online

regulatory
and

licensing
system

,
know

n
as

PL
C

B
+

,
w

hich
allow

s
licensees

to
apply

for
perm

its
and

licenses
24/7

and
has

m
ade

the
application

process
paperless.

T
he

m
yriad

of
licensing

changes
m

ade
by

A
ct

39
required

tcchnical
m

odifications
to

PL
C

B
+.

T
he

PL
C

B
’s

B
ureau

o
f

L
icensing

coordinated
w

ith
our

vendor,
C

om
putronix,

to
m

ake
all

the
necessary

changes
before

the
effective

date
o
f

the
A

ct
w

ithout
any

disruption
to

current
licensing

operations.

O
n

A
ugust

8,
2016,

the
effective

date
o
f

the
A

ct,
L

icensing
began

accepting
applications

through
PL

C
B

+
for

w
ine

expanded
perm

its,
direct

vine
shipper

licenses,
eating

place
license

conversions,
casino

liquor
licenses,

and
a

num
ber

o
f

new
perm

its
for

P
ennsylvania

producers.
T

he
task

then
turned

to
evaluating,

investigating
and

approving
all

of
these

new
perm

its
and

licenses.
T

he
efficiencies

created
by

PL
C

B
+-helpcd

to
ensure

prom
pt

im
plem

entation
ofthe

licensing
provisions

ofA
ct

39.

It



E
X

E
C

U
T

IV
E

A
U

T
H

O
R

IZ
A

T
IO

N
:

P
ate

II
of

G
overnor’s

E
xecutive

B
udget:

G
E

N
E

R
A

L
O

P
E

R
A

T
IO

N
S

(A
G

E
N

C
Y

T
O

T
A

L
)

P
p.
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A
s

ofF
ebnm

ry
17,

2017,
the

tally
of

m
ajor

new
license

and
perm

it
applications

is:

o
W

ine
E

xpanded
Perm

its:
414

applications
received

and
380

issued
o

D
irect

W
ine

Shipper
L

icenses:
907

applications
received

and
854

issued
•

C
asino

L
iquor

L
icenses:

0
applications

received
a

E
ating

place
license

conversions:
36

applications
received

an
d

3
1

approved

U
.

W
IN

E
E

X
P

A
N

D
E

D
P

E
R

M
IT

S
I

W
H

O
L

E
S

A
L

E
O

PE
R

A
T

IO
N

S

T
he

advent
o
fw

ine-to-go
sales

by
perm

it
holders

created
a

new
vine

w
holesale

business
for

the
PL

C
B

.T
he

agency
established

the
O

ffice
ofW

holesale
O

perations
to

act
as

a
liaison

to
holders

o
f

w
ine

expanded
perm

its.
In

addition
to

a
director,

this
office

consists
of

three
w

holesale
business

developers
w

ho
m

anage
the

w
holesale

business
accounts

and
serve

as
a

resource
to

address
the

needs
of our

w
holesale

custom
ers.

hi
early

A
ugust2016,

the
PL

C
B

started
m

eeting
w

ith
grocery

chains
to

begin
collaboratively

planning
for

w
ine-to-go

sales
across

Peim
sylvania.

A
s

a
result

of
these

m
eetings,

a
pilot

program
w

as
developed

to
test

and
refine

processes
for

forecasting
product

needs,
planning

replenishm
ent

orders
and

delivering
w

ine.

C
urrently,

W
holesale

O
perations

is
coflaboratively

w
orking

w
ith

holders
of

w
ine

expanded
perm

its,
including

approxim
ately

173
grocery

stores
and

21
convenience

stores
currently

selling
w

ine-to-go.
B

ased
on

sales
data

through
F

ebruary
18,

approxim
ately

2
m

illion
units

of
w

ine
have

been
sold

to
perm

it
holders,

representing
alm

ost
$22

m
illion

in
sales.

Planning
is

the
key

to
success

as
the

PL
C

B
adjusts

its
product

procurem
ent

plais
to

accom
m

odate
both

its
Fine

W
ine

&
G

ood
Spirits

retail
custom

ers
and

w
ine

expanded
perm

it
holders.

T
he

PL
C

B
’s

L
icensee

O
nline

O
rder

Portal
(L

O
O

P)
and

the
L

icensee
D

elivery
Program

(L
D

P),
both

developed
in

2015,
are

essential
to

efficiently
serving

our
licensed

custom
ers.

L
icensees.

.stibtit
orders

through
L

O
O

P,
w

hich
can

be
done

online
24/7

at
the

convenience
ofthe

licensee.
W

holesale
custom

ers
receive

product
either

by
direct

delivery
from

a
PL

C
B

distribution
center

o
r

by
designating

a
L

icensee
Service

C
enter

as
the

pick-tip
location.

Further,
in

partnership
w

ith
one

of
the

licensed
grocery

store
chains,

the
PL

C
B

piloted
a

bacH
m

ul
program

that
allow

s
a

w
holesale

custom
er

to
pick

up
product

at
a

PL
C

B
distribution

center
and

route
it

through
their

supply
chain.

T
his

program
reduces

transportation
costs

and
adds

efficiencies
for

both
the

PL
C

B
and

the
w

holesale
custom

er.
T

his
is

just
one

exam
ple

of
how

the
agency

is
collaborating

w
ith

our
custom

ers
to

im
prove

processes
and

efficiency.
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SU
N

D
A
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L
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S

A
ct

39
allow

s
the

PL
C

B
to

open
as

m
any

o
f

its
Fine

W
ine

&
G

ood
Spirits

stores
on

Sundays
as

deem
ed

appropriate,
and

it
gave

the
agency

com
plete

discretion
over

hours
o
f

operation.
B

efore
A

ct
39,

the
PL

C
B

could
0111)’open

25%
of

its
stores

on
Sundays,

and
only

from
n

o
o
n

to
5

p.m
.

T
he

PL
C

B
has

aggressively
m

oved
to

enhance
consum

er
convenience

through
the

opening
of

additional
stores

on
Sundays.

Prior
to

A
ct

39,
w

e
operated

188
stores

on
Sundays.

T
hat

num
ber

now
stands

at
331

as
of

February
21,

2017,
representing

m
ore

than
50%

of the
PL

C
B

’s
stores.

Further,
(lie

PL
C

B
has

expanded
S

unday
store

hours
at

those
locations

to
II

a.m
.

to
7

p.m
.

W
ew

ill
assess

w
hether

additional
locations

and
expanded

hours
are

necessary
in

the
ftiw

re,
especially

during
the

busy
holiday

season,
to

accom
m

odate
dem

and
and

enhance
consum

er
convenience.

IV
.

L
O

Y
F

E
R

Y
SA

L
E

S

T
he

sale
o
f

P
ennsylvania

L
ottery

tickets
at

Fine
W

ine
&

G
ood

Spirits
stores

w
as

also
authorized

by
A

ct
39.

T
he

PL
C

R
acted

rapidly
to

establish
the

necessary
infrastructure

to
im

plem
ent

this
provision.

T
he

PL
C

B
began

discussions
w

ith
the

Pennsylvania
L

ottery
in

2015
to

develop
the

necessary
requirem

ents
and

procedures
in

anticipation
of legislative

authorization
to

perm
it

lottery
sales.

C
onsequently,

the
PL

C
B

w
as

w
ell-positioned

to
quickly

execute
this

opportunity.
A

s
a

result,
as

o
f F

ebruary
21,

2017,
there

w
ere

312
Fine

W
ine

&
G

ood
Spirits

stores
w

ith
L

ottery
m

achines.
P

roceeds
from

L
ottery

sales
are

deposited
initially

into
the

State
Stores

Fund
and

arc
then

subsequently
transferred

to
the

G
eneral

Fund.

V
.

D
W

E
C

T
SH

IPM
E

N
T

O
F

W
IN

E

A
ct

39
allow

s
in-state

and
out-of-state

w
ine

producers
obtaining

a
direct

w
ine

shipper
license

to
sell

and
deliver

up
to

36
cases

o
fany

vine
per

year
to

a
resident’s

hom
e

o
r

business
address

for
his

or
her

personal
consum

ption.
A

s
ofFebruary

17,2017,
854

licenses
had

been
issu

e
d

to
both

in-state
and

out-of-state
w

ine
producers.

D
irect

w
ine

shipm
ents

are
subject

to
the

6%
sales

tax
and

a
$2.50

per
gallon

W
ine

E
xcise

T
ax.

Pursuant
to

A
ct

39,
proceeds

from
the

W
ine

E
xcise

T
ax

are
paid

directly
to

the
D

epartm
ent

ofR
evenue

by
the

licensee,
(i.e.

-
the

taxes
do

notpass
through

the
State

Stores
Fund).
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A
ct

39
of 2016,

and
subsequently

A
ct

85,provided
the

PL
C

B
w

ith
the

authority
to

auction
about

1,200
restaurant

licenses
that

expired
or

lapsed
since

the
year

2000.
A

ct
85

gave
the

PL
C

B
the

discretion
to

decide
how

and
w

hen
these

auctions
should

be
conducted.

T
he

first
auction

w
as

publicly
announced

in
Septem

ber.
T

he
auction

w
as

conducted
through

a
sealed

bid
process

and
consisted

of40
licenses

in
21

different
counties.

T
he

sealed
bids

w
ere

publicly
opened

on
O

ctober
31,

2016.
B

ids
w

ere
received

for
37

of
the

40
licenses.

N
otices

of
Selection

w
ere

sent
out

to
the

highest
bidders,

w
ho

had
until

m
id-N

ovem
ber

to
subm

it
bid

paym
ents

or
w

ithdraw
and

allow
the

PL
C

B
to

proceed
to

the
second

highest
bidder.

W
inning

bids
ranged

from
$51,500

for
a

license
in

Som
erset

C
ounty

to
$556,000

for
a

license
in

C
um

berland
C

ounty.
A

ssum
ing

that
all

31
license

applications
are

received
and

approved,
approxim

ately
$7.79

m
illion

in
revenue

w
ill

com
e

out
of escrow

and
be

deposited
into

the
State

Stores
F

u
n
d

and
then

subsequently
transferred

to
the

G
eneral

Fund.
-

A
second

auction
is

planned
for

M
arch

2017.
T

his
auction

w
ill

include
50

expired
licenses

in
48

counties
from

a
m

ore
diverse

selection
ofcounties

to
test

the
m

arkets
in

those
respective

locations.
B

ids
are

due
M

arch
3,2017,

and
the

w
inners

w
ill

be
determ

ined
the

follow
ing

w
eek.

T
he

initial
auctions

are
intended

to
test

the
license

m
arketplace

in
the

various
counties

and
determ

ine
how

the
licenses

w
ere

received,
as

w
ell

as
the

process
itself.T

he
PL

C
B

did
notw

ant
to

flood
the

m
arket

w
ith

too
m

any
licenses

atonce
and

risk
the

devaluation
ofcurrentlicenses,or

fijI
to

m
axim

ize
the

financial
return

to
the

C
om

m
onw

ealth
from

the
auction.

V
II.

PR
IC

IN
G

Prior
to

A
cts

39
and

85,
the

L
iquor

C
ode

lim
ited

the
ability

ofthe
PL

C
B

to
use

its
econom

ies
ofscale

—
as

one
ofthe

largest
buyers

of w
ines

and
spirits

iii
the

w
orld

—
to

negotiate
product

acquisition
costs

or
assess

different
m

arkups
on

products.
T

hese
restrictions

on
pricing

largely
stem

m
ed

from
the

provision
in

the
L

iquor
C

ode
that

m
andated

a
propoitional

m
arkup

on
item

s
sold

by
the

PL
C

B
.

A
s

a
result

of
the

propoitional
pricing

provision,
the

PL
C

B
w

as
required

to
apply

an
equal

percentage
m

arkup
across

its
product

portfolio.
For

listed
item

s
sold

in
our

stores,
suppliers

used
the

uniform
m

arkup
structure

to
w

ork
backw

ard
from

their
m

anufacturer’s
suggested

retail
price

(M
SR

P)
to

arrive
at

the
product

acquisition
costs

quoted
to

the
PL

C
B

.
A

cquisition
costs

w
ere

not
negotiated

atall,
and

the
foniiulaic

approach
favored

suppliers
w

ho
w

ere
able

to
m

anipulate
the

form
ula.

A
cts

39
and

85
provided

exceptions
to

the
proportional

pricing
m

andate
the

PL
C

B
’s

best-selling,
lim

ited
purchase,

and
discontinued

item
s.

A
ct

39
authorized

the
PL

C
B

to
“price

its
best-selling

item
s

and
lim

ited
purchase

item
s

in
a

m
anner

that
m

axim
izes

the
return

on
the

sale
of

those
item

s.”
A

ct
85

further
defined

“best-selling
item

s”
as

“the
150

m
ostsold

brands
and

product
types

ofw
ine

and
the

150
m

ostsold
brands

and
product

types
ofliquor

as
m

easured
by

the
total

num
ber

of
units

sold
on

a
six-m

onth
basis

calculated
every

January
1

and
July

1.”
T

he
150

best-selling
item

s,
as

defined
by

A
ct

85,
include

86
percent

of
the

PL
C

B
w

ine
portfolio

and
91

percent
of

the
spirits

portfolio
(by

unit
sates).

T
hese

provisions
allow

our
buyers

to
individually

negotiate
product

acquisition
costs

and
retail

shelfprices
w

ith
suppliers

to
m

axim
ize

financial
returns

to
the

C
om

m
onw

ealth
and

achieve
m

ore
com

petitive
retail

prices.
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PL
C

B
product

selection
category

m
a
n
a
g
e
rs

conducted
individual

m
eetings

w
ith

m
ore

than
80

suppliers
of

products
eligible

for
flexible

pricing
under

A
cts

39
and

85.
T

hese
m

eetings
consisted

o
fa

review
of

the
changes

in
the

L
iquor

C
ode

resulting
from

A
cts

39
and

85;
discussion

of
the

opportunities
for

volum
etric

sales
grow

th;
and

an
exam

ination
of

each
supplier’s

portfolio
of

item
s

eligible
for

flexible
pricing

w
ith

regard
to

product
acquisition

costs,
sales

volum
e

and
retail

price.
C

ategory
m

anagers
asked

each
supplicr

to
consider

low
ering

costs
for

each
item

identified
as

having
opportunity

for
a

reduced
cost

based
on

analysis
ofthe

data
w

e
obtained.

C
onversations

included
discussion

o
fhow

to
achieve

these
reductions

through
m

arketing
plan

changes,
sale

price
allow

ance
adjustm

ents
and

innovative
m

arketing
to

achieve
sales

grow
th.

T
he

PL
C

B
approached

each
pricing

m
eeting

and
negotiation

as
a

collaborative
pailncrship

w
ith

each
supplier,

seeking
to

establish
costs

that
are

fair
to

alt
parties.

E
ach

supplier
w

as
asked

to
form

ally
respond

to
our

request
for

low
er

costs.
W

hile
m

any
suppliers

em
braced

the
new

pricing
law

s
and

have
negotiated

costs
in

good
faith,

som
e

refused
to

respond
to

the
PL

C
B

’s
initial

negotiations,
including

som
e

o
f

the
state’s

largest
vendors

of
top-selling

products.
A

s
a

result,
the

B
oard

m
em

bers
look

the
next

step
of

individually
m

eeting
w

ith
these

suppliers
to

discuss
pricing

and
engage

in
m

eaningful
dialogue

on
reducing

acquisition
costs.

T
he

PL
C

B
w

ill,
on

a
perpew

al
basis,

negotiate
w

ith
all

suppliers
subject

to
flexible

pricing
in

order
to

achieve
low

er
cost

of
goods

w
hile

achieving
com

petitive
pricing

and
m

axim
izing

C
om

m
onw

ealth
revenue.

W
ith

regard
to

item
s

ordered
via

Special
L

iquor
O

rder
(SL

O
),

A
ct

39
capped

the
PL

C
B

’s
m

arkup
on

such
item

s
to

not
m

ore
than

10%
of

the
cost

of
acquisition.

For
the

licensees,
the

A
ct

also
rem

oved
the

statutory
10%

discount
that

licensees
receive

for
such

purchases.
In

accordance
w

ith
the

provisions
o
f

A
ct

39,
the

PL
C

B
changed

the
prices

in
its

system
for

SL
O

item
s

effective
A

ugust
8,

2016.

V
III.

F
U

T
U

R
E

IM
P

L
E

M
E

N
T

A
T

IO
N

T
w

o
significant

provisions
of

A
ct

39
are

planned
for

future
im

plem
entation:

(1)
the

creation
of

a
ensL

om
er

relationship
m

anagem
ent

(U
R

M
)

program
;

and
(2)

the
developm

ent
of

a
new

special
liquor

order
(SL

O
)

platform
that

accom
m

odates
direct

delivery
from

suppliers.

A
ct

39
specifically

allow
s

the
PL

C
B

to
develop

a
custom

er
relationslup

m
anagem

ent
(C

R
M

)
program

,
w

hich
often

incentivizes
m

em
bership

and
grow

s
sales

through
loyally

program
s

and
coupons.

T
he

PL
C

B
is

currently
evaluating

options
in

developing
a

C
R

M
program

for
Fine

W
ine

&
G

ood
Spirits.

T
he

PL
C

B
w

ill
also

be
com

pleting
the

developm
ent

of
a

new
system

for
processing

Special
L

iquor
O

rders
(SL

O
s).

A
ct

39
lim

ited
the

PL
C

B
’s

m
arkup

on
SLO

.item
s

to
10%

of
the

cost
o
f

the
item

,
and

also
allow

ed
orders

to
be

sent
directly

to
the

custom
er

rallier
than

requiring
SL

O
s

to
be

picked
up

from
Fine

W
ine

&
G

ood
Spirits

stores.
T

he
new

SL
O

platform
w

ill
replace

the
current

system
in

w
hich

SL
O

s
are

placed
by

individual
consum

ers
or

vendors
by

phone
or

directly
at

a
Fine

W
ine

&
G

ood
Spirits

store.
It

w
ill

also
allow

,
in

accordance
w

ith
A

ct
39,

shipm
ent

of
SL

O
orders

directly
to

the
custom

er
if the

vendor
pcrm

fts
delivery.

-
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E
X

E
C

U
T

IV
E

A
U

T
H

O
R

IZ
A

T
IO

N
:

P
age

#
of

G
overnor’s

E
xecutive

B
u

d
g
e
t:

G
E

N
E

R
A

L
O

P
E

R
A

T
IO

N
S

(A
G

E
N

C
Y

T
O

T
A

L
)

P
p.

E
32.1-E

32.8

V
I.

E
X

P
L

A
N

A
T

IO
N

O
F

C
H

A
N

G
E

S
(S

A
m

ounts
in

thousands)

P
E

R
S

O
N

N
E

L
1.

Increased
finding

for
cost

of
C

om
m

onw
ealth-negotiated

em
ployee

direct
and

indirect
com

pensation
22,084

S
ubtotal

—
P

ersonnel
C

hange:
22,084

O
P

E
R

A
T

IN
G

E
X

P
E

N
S

E
1.

Increased
ftm

ding
for

assorled
operational

expenses
including

freight,
store

rent,
and

credit/debit
card

fees
8,763

S
ubtotal

—
O

perating
E

xpense
C

hange:
8,763

F
IX

E
D

A
S

S
E

T
S

1.
S

lightly
decreased

finding
for

inform
ation

teclm
ology

capital
spending

(367)
S

ubtotal
—

F
ixed

A
sset

C
hange:

(367)
G

R
A

N
T

S
I.

Increased
funding

request
for

A
lcohol

E
ducation

G
rants

to
Schools

and
M

unicipalities
1,700

S
ubtotal

—
G

rants
C

hange
1,700

S
tate

S
tores

F
und

-
T

otal
C

hange:
132,1801

V
II.

O
T

H
E

R
IN

F
O

R
M

A
T

IO
N

1.
F

Y
2015-16

O
bligations—

T
here

w
as

no
carty

o
v
ero

fF
Y

15-16
obligations

into
FY

16-17.
2.

FY
2016-17

S
upplem

ental
A

uthorization
—

N
o

request
for

supplem
ental

funding
for

FY
16-17

has
occurred

as
of

February
15,2017.

3.
R

estricted
R

eceipts
—

N
o

restricted
receipts

are
received

or
budgeted

for
the

general
operations

ofthe
L

iquor
C

ontrol
B

oard.
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E
X

E
C

U
T

IV
E

A
U

T
H

O
R

IZ
A

T
IO

N
:

P
age

II
of

G
overnor’s

E
xecutive

B
udget

G
E

N
E

R
A

L
O

P
E

R
A

T
IO

N
S

(A
G

E
N

C
Y

T
O

T
A

L
)

Pp.
E

32J-E
32,8

V
III.

C
O

N
S

U
L

T
IN

G
C

O
N

T
R

A
C

T
S

1.
F

IS
C

A
L

Y
E

A
R

2015-16

2015-16
63002655

$
188,264.00

S
killN

et
Solutions, Inc.

Provide
installation,

configuration,
1151

Sonora
C

ourt,
S

u
le

2
and

deploym
entservices

for
Sunnyvale,

C
A

94086
O

racLe
R

etail
P

oint
of S

ervice
solution

2015-16
63009040

$
832,063.69

D
eloitte

C
onsulting

L
L

P
U

pdate
O

racle
application

stack
300

C
orporate

C
enter

D
rive

to
the

latest
available

approved
C

am
p

H
ill,

PA
17011-1760

patch
and

provide
ongoing

2015-16
63009401

$
70,623.00

Pennsylvania
State

U
niversity

E
nergy

and
engineering

surveys
Facilities

E
ngineering

Services
to

im
prove

energy
m

anagem
ent

U
niversity

Park,
PA

16802
for

PL
C

B
ow

ned
and

leased
sites

application
support

services

2015-t6
63009409

$
13,500.00

H
ealthier

R
esources

Inc.
O

perational/U
T

R
eporting

and
2

[1
W

.
M

atthew
s

Suite
203

C
om

m
unications

L
ead

to
serve

M
atthew

s, N
C

28105-1310
as

a
Subject M

ailer
E

xpert
during

the
O

racle
U

pgrade
project

2015-16
63009668

$
467,645.48

M
om

entum
,

Inc.
D

eliver
and

m
onitor

w
eb

based
2120

M
arket

St.,
Suite

100
training

through
subscription

C
am

p
H

ill,
PA

17011
based

w
eb

application
for

bars,
clubs,

and
restaurants

2015-16
63010541

S
219,149.85

A
vantce

RST,
L

L
C

Provide
support,

upgrades,
and

other
1111

B
roadhollow

R
d.,

Suite
100

services
for

R
obocom

Inventory
Farm

ingdale,
N

Y
11735-4819

M
anagem

ent
System

sofiw
are,

h
ard

w
are,

and
equipm

ent
at

the
PL

C
B

’s
three

D
istribution

C
enters
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R
&

E
U

T
Iv

E
A

U
’rH

O
R

IZ
A

T
IO

N
:

P
age

#
of

G
overnor’s

E
xecutive

B
udget:

I
G

E
N

E
R

A
L

O
P

E
R

A
T

IO
N

S
(A

G
E

N
C

Y
T

O
T

A
L

)
P

p.
E

32.1-E
32.8

V
III.

C
O

N
S

U
L

T
IN

G
C

O
N

T
R

A
C

T
S

1.
F

IS
C

A
L

Y
E

A
R

2015-16
(continued)

2015-16
63010878

$
55,666.00

A
A

M
V

A
N

etw
ork

connectivity
through

4301
W

ilson
B

lvd.,
Ste.400

online
data

exchange
through

A
rlington,

V
A

22203-1867
A

A
M

V
A

’s
V

A
N

enabling
secure

electronic
transm

ission
o
f

Liquor
purchase

orders
to

liquor
vendors

2015-16
63011078

$
96,000.00

G
rinsfelder

Softw
are

C
om

pany
Provide

a
m

ulti-tiered
w

ine
and

D
B

A
W

inecom
iect,

Inc
spirits

data
services

for
all

1330
Q

uincy
St.N

E
,

Suite
301

PL
C

B
products

M
nw

capohs,
M

N
55413-1

541

2015-16
63011124

$
891,759.28

A
C

I
W

orldw
ide

C
orp.

Softw
are

license
for

paym
ent

sw
itch

6060
C

oventry
D

rive
services

and
recurring

costs
for

E
lkhom

,N
E

68022
debit,

credit
and

gift
cards

2015-16
63011140

$
14,000.00

C
B

C
C

Support
for

C
ustom

s
softw

are
P.

0
.

B
ox

2447
-

enabling
C

om
ptroller

to
transm

it
B

oothw
yn,

PA
1906

1-8447
L

C
B

im
port

product
shipm

ent
data

to
H

om
eland

Security
-

and
FD

A
for

clearance

2015-16
63011180

$
7,425.60

D
ell

M
arketing,

L
P

Softw
are

assurance
for

M
icrosoft

4319
C

ollections
C

enter
D

r.
V

L
A

C
enter

C
onfiguration

M
anager.

C
hicago,

IL
60093-0001

A
ssess

deploy
and

update
servers

and
devices
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E
X

E
C

U
T

IV
E

A
U

T
H

O
R

IZ
A

T
IO

N
:

G
E

N
E

R
A

L
O

P
E

R
A

T
IO

N
S

(A
G

E
N

C
Y

T
O

T
A

L
)

P
age

#
of

G
overnor’s

E
xecutive

B
udget:

P
p.

E
32.I-E

32.8

W
il.

C
O

N
S

U
L

T
IN

G
C

O
N

T
R

A
C

T
S

1.
F

IS
C

A
L

Y
E

A
R

2015-16
(continued)

C
om

putronix
U

SA
,

Inc
3900

5.
W

adsw
orth

B
lvd.

Suite
510

L
akew

ood,
C

O
80235-2208

D
eloitte

C
onsulting

L
L

P
300

C
oij

orate
C

enter
D

rive
C

am
p

H
ill,

PA
17011-1760

T
ierney

&
Partners,

Inc.
D

B
A

T
ierney

C
om

m
unications

200
S.B

road
St.,

lO
u’

Floor
Philadelphia,

PA
19102

T
ierney

&
Partners,

Inc
D

B
A

T
ierney

C
om

m
unications

200
S.

B
road

St.,
10”’F

loor
Philadelphia,

PA
19102

Provide
scalable,

hosted
R

egulatory
A

fibirs
softw

are
system

that
is

a
single

gatew
ay

for
businesses

and
individuals

to
apply

for
and

m
anage

beverage
alcohol

licenses
and

perm
its.

Provide
E

R
P

controls
validation

services

O
versee

production
and

associated
costs

for
radio

advertisem
ents

by
third

party
com

panies

H
oliday’

advertising
cam

paign
planning

and
reporting

2015-16
63012322

$
2,027,204.26

201
5-16

63012837
$

29,000.00

2015-16
63013294

$
$74,794.96

2015-16
63013356

$
2,656.00

2015-16
63013422

$
40,941.00

C
liflonL

arsonA
llen,

L
L

P
945

E.
Park

D
rive,

Suite
202

H
arrisburg,

PA
17111-2804

M
igrate

PL
C

B
applications

to
O

A
D

ata
C

enters
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E
X

E
C

U
T

IV
E

A
U

T
H

O
R

IZ
A

T
IO

N
:

P
age II

o
fG

o
ve

rn
o

r’sE
xe

cu
tiveB

u
d

g
e

t:
L
G

E
N

E
R

A
L

O
P

E
R

A
T

IO
N

S
(A

G
E

N
C

Y
T

O
T

A
L
)

P
p.E

3
2

.l-E
3

2
.8

V
III.

C
O

N
S

U
L

T
IN

G
C

O
N

T
R

A
C

T
S

1.
F

IS
C

A
L

Y
E

A
R

2015-16
(c

o
n
tin

u
e
d
)

2015-16
63013564

$
42,500.00

V
erifone,Inc.

P
rovideconsultingand

know
ledge

4060
S

olutions
C

e
n
te

r
transferservicesto

m
aintain,

Lockbox
774060

supportand
m

onitorenterprise
C

hicago,IL
60677-4000

P
IN

padsas
parto

f the
m

andated
P

ointo
fS

ervice
upgrade

2015-16
63013700

$
34,460.34

C
om

puterA
id,

Inc.
D

atabaseadm
inistrator

470
F

riendshipR
oad

to
design,develop,and

im
plem

ent
H

arrisburg,P
A

17111-2103
databasesto

supportE
R

P
and

P
ointo

fS
erviceenvironm

ents

2015-16
63013714

$
1,032,076.00

S
kilIN

etS
olutions,Inc.

P
rovide

O
racle

E
R

P
production

11
51

S
onoraC

ourt,S
uite

2
supportand

e:U
rnnceinentservices

S
unnyvale,C

A
94086

for
P

LC
B

P
ointo

f S
ale

O
perations

20
15-16

63013716
$

968,750.00
K

P
M

G
,

LLP
P

rovide
O

racleE
R

P
production

30
N

.
T

hird
S

treet,S
tute

200
supportand

enhancem
entservices

H
arrisburg,P

A
17101

for
P

LC
B

financial operations

2015-16
63013717

$
2,051,923.17

D
eloitte

C
onsulting LLP

P
rovide

O
racle

production
300

C
orporateC

enterD
rive

supportand
enhancem

entservices
C

am
p

H
ill,

P
A

17011-1760

2015-16
63013725

$
105,230.00

C
om

puterA
id,

Inc.
S

taffaugm
entalionseniorprogram

470
F

riendshipR
oad

m
anagerto

assistw
ith

changesto
H

arrisburg,P
A

17111-2103
eC

om
m

ercesite
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