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Message from

Fredric L. Wooton, Commaissioner

On February 18, 2017, | was appointed by Governor Jim Justice to serve as the West Virginia Alcohol Beverage Control
Administration (WVABCA) Commissioner. With over 25 years of WVABCA experience, | was able to hit the ground running
with a strong working knowledge of the functions and responsibilities of the entire agency.

The WVABCA has made considerable progress under my administration by building on the past accomplishments, seizing
new opportunities and overcoming day to day challenges.

I am committed to working with WVABCA staff to provide excellent customer service and ensure public and patron safety
at licensed establishments. By fairly and evenly administering the West Virginia Code and Rules and utilizing operational
efficiencies, the WVABCA will continue to generate positive revenue for the State of West Virginia.

2017 Highlights and Accomplishments
Key programs and highlights include:

¢ 15t major change to the Private Club Act in almost 50 years. In recognition of West Virginia’s increased efforts to build
up the tourism industry and faced with an ever-changing alcohol industry, SB 637 was passed by the West Virginia
Legislature and signed into law by Governor Justice on April 25, 2017. The WVABCA drafted SB 637 to permit certain
licensees operating tourist destinations and resort facilities to license the entire resort or multiple areas at the resort
under one license. The WVABCA worked with key stakeholders, such as the West Virginia Hospitality & Travel Association,
private industry and the Governor’s Office, on this bill.

¢ Reviewed the WVABCA's portfolio of liquor products within the bailment inventory to ensure the agency is meeting
consumer demands and current industry trends. By listing numerous new liquor products and delisting certain
liguor product codes (and retaining these delisted products as special-order items), the WVABCA is better able to manage
liguor inventory, meet or exceed consumer demands and offer a more vibrant portfolio of liquor products throughout the
state.
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e Recommitted and refocused the WVABCA to expand its partnerships with city, county and state law enforcement
agencies. Also, worked to build stronger relationships with existing partners such as the Governor’s Highway Safety
Program and the West Virginia State Police.

¢ Re-emphasized the WVABCA’s NO School Spirits Public Service Announcement (PSA)contest and program by
holding three large public press events to recognize the contest winners. The events drew more than 1,500 attendees. A
PSA was developed from the winning entry which highlighted the dangers of underage drinking. The PSA aired on
television and radio stations across the state during the 2017 prom and graduation season.

¢ Joined with the West Virginia Higher Education Policy Commission, West Virginia Bureau for Behavioral Health and
Health Facilities and the Governor’s Highway Safety Program to hold the Governor’s Summit on Alcohol and Other Drug
Use in Higher Education. The event was held at WVU in April 2017.

2018 and Beyond ...
Several key programs are currently underway and several more projects are in the planning phase.

e |n 2017, the WVABCA deployed a pilot program for the AgelD app. In 2018, the WVABCA plans to complete the
rollout of the AgelD app by Intellicheck to field agents’ iPhones in order to combat underage drinking. The AgelD
app allows the agent to scan the barcode on the back of the driver’s license to validate whether the person is of
legal drinking age and to make sure it is not a fake ID.  Using Intellicheck’s database of known fake IDs, along
with their knowledge of specific encryption methods used by each state/territory ID issuer, widespread use of
fake IDs will be a thing of the past in West Virginia!

e Realign the enforcement regions to ensure a more equitable distribution of Licensee to agent ratio. In so doing,
this will promote operational efficiencies, promote safety and allow for greater flexibility.

e Finalize and unveil the Myers Manual, an intervention and prevention program to address underage alcohol
poisoning.

e Secure continued grant funding and look for additional grant funds to allow for the replacement of the DUI
Simulator and the purchase of a smaller portable desktop model.

WVABCA MISSION STATEMENT:

The mission of the West Virginia Alcohol Beverage Control Administration is to regulate, enforce, and control the sales and
distribution, transportation, storage, and consumption of alcoholic liquors and nonintoxicating beer as mandated by the West
Virginia Liquor Control, Private Club and Nonintoxicating Beer Act
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History & Operations

The West Virginia Legislature created the West Virginia Alcohol Beverage Control Commission ("WVABCC") in 1935 (See
W.Va. Const. Art. IV §46 and W.Va. Code §60-1-1 et seq.) The WVABCC was organized to give effect to the mandate of
the people expressed in the repeal of the state prohibition amendment, and to assure the greatest degree of personal
freedom that is consistent with the health, safety, and good morals of the people of West Virginia. During the WVABCC's
first 56 years of existence, the WVABCC functioned as the exclusive wholesaler and retailer of liquor in West Virginia; non-
fortified wines were "privatized" in 1981.

With the repeal of Prohibition, the three-tier system of distribution was established in West Virginia. This distribution
format is an effective way to regulate the three tiers: brewer, distributor and licensed retailer. Laws, rules and regulations
provide protection for each tier. Fairness and equality are the overriding principles by eliminating connection between
the tiers. In 1937, the term nonintoxicating beer was implemented which would allow for the product to be consumed in
public. At conception, the authority to regulate beer was the responsibility of the State Tax Commissioner. In 1945, the
West Virginia Nonintoxicating Beer Commission was established to regulate and enforce beer laws. The Nonintoxicating
Beer Commission was a stand-alone independent agency until it merged with the West Virginia Alcohol Beverage Control
Commission in 1990 to form a united West Virginia Alcohol Beverage Control Administration (WVABCA) with a single
Commissioner over all aspects of the alcohol industry in West Virginia.

On February 27, 1990, SB 337 discontinued the retail sale of alcoholic liquor by the State. This legislation created the Retail
Liquor Licensing Board ("RLLB” or “Board”) to establish market zones and bid retail liquor outlets throughout West
Virginia. Currently, the RLLB is comprised of the Chairman of the Board who is the Secretary of Revenue, the Secretary of
the Board who is the WVABCA Commissioner and three gubernatorial board appointees. No member of the board may
hold a retail license or have any financial interest, directly or indirectly, in any retail licensee. During Fiscal Year 1991,
public bids were held in August 1990, January 1991, and May 1991. This resulted in the sale of retail liquor outlet licenses
in all 98 market zones offered and the possibility of 214 privately owned liquor stores being opened in West Virginia.

In 2000, the RLLB's license bid process utilized minimum bids which were calculated based on demographics, population
and other factors. The bidding generated revenue from all issued licenses which was deposited into the State’s General
Revenue Fund based on the minimum bids and the Governor's official revenue estimate. The licenses were issued for a
ten-year (10) period and expired June 30, 2010.

During the 2000 bid process, a few licenses were never issued, and some licenses were abandoned. In 2006, the RLLB
approved an Interim Bid and the splitting of certain licenses. The licenses were rebid on a pro-rated minimum bid basis
and two licenses were awarded in 2007 for the remainder of the ten-year period ending June 30, 2010.

In 2009, HB 2719 increased the alcohol by volume (ABV) for nonintoxicating beer from 6% to 12% and created a new beer
category of nonintoxicating craft beer.

In 2009, HB 105 passed and created fundamental changes to the Retail Liquor License Bid process by creating Class A
freestanding liquor retail outlets and Class B mixed retail liquor outlets (See W.Va. Code of State Rules at 175 CSR 1
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History & Operations Continued

and 175 CSR 5). The RLLB and WVABCA were authorized to initiate Purchase Option and License Bid Process (See West
Virginia §60-3A- 1, et seq., as amended). In addition, HB 105 changed the closing hours for the 2010 retail liquor outlets
Monday through Saturday and were extended from 10:00 p.m. until midnight (12:00 a.m.). No sales continued for
Sundays, Christmas and on a statewide Election Day (see Election Day change in 2011).

Class A Retail Licenses are required to be a freestanding liquor retail outlet and sell only liquor, wine, beer, tobacco-related
products, and alcohol-related products. Class B Retail Licenses may sell non-alcohol related products, along with liquor,
wine and beer.

Results from the various License Rebids:

1990 - Bid Revenue - Total - $15,300,000
2000 - Bid Revenue - Total - $22,395,695 *includes subsequent rounds of bidding and

later bidding of retail outlets

Total # of Retail Outlets — 168

2010 - Bid Revenue - Total - $38,031,478 *includes financed amounts, interest and
license fee revenue

Total # of Retail Outlets — 178

Phase | - Purchase Option Process
e 46 Retail Outlets chose the Purchase Option and
e 20 of those chose the Deferred Payment Financing Option
e Revenue-$9,437,977 * includes financed amounts
and $126,240 interest

Phase Il — License Bidding Process

e 119 Retail Outlets were awarded in a robust competitive bidding
e Revenue - $26,491,060

Phase Ill — Subsequent License Bidding Process

e 10 Retail Outlets were awarded
e Revenue-5$1,731,480

Extended Phase Il
e 1 Retail Outlet was awarded
e Revenue-5119,121
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History & Operations Continued

Continuation of Extended Phase Il
e 2 Retail Outlets were awarded
e Revenue -$125,600

2020 - Projected Bid Revenue - Total - $40,000,000 **
** Based on current W.Va. Code of State Rules 175 CSR 5 §5 and the formula set in the W.Va. Code. The
WVABCA estimates the 2020 rebid could generate up to or exceeding the aforementioned revenue.

In 2011, HB 3100 was passed and made effective on June 10, 2011 which permitted Election Day sales of liquor at retail
liguor outlets (off-premises).

In 2012, HB 3174 was passed and permitted Class A liquor retail outlets to conduct responsible nonintoxicating beer and
liquor sampling events with certain requirements on any day but Sunday. The bill requires that the events be pre-approved
by the WVABCA Commissioner, with certain guidelines.

In 2012, HB 4376 was passed and allows licensed wine sales at certain professional baseball stadiums. The Appalachian
Power Park located in Charleston, West Virginia took advantage of this special license and received the wine license in
early 2012. In 2015, the Monongalia County Ball Park also took advantage of this wine license for the West Virginia Black
Bears baseball team and the West Virginia Mountaineer baseball team.

In 2013, HB 2956 was passed and amended the sections of the Code relating to resident brewers and brewpubs.

In 2014, HB 3145 was passed and removed the limit of nonintoxicating beer that may be sold to an individual for off-
premises consumption by a Class B nonintoxicating beer retailer.

In 2014, SB 172 was passed and allows trusts and limited liability companies to be listed as the owner of a beer distributor.

In 2014, SB 470 was passed and permits only licensed farm wineries and wineries to sell wine and wine samples during
fairs or festivals and on Sunday mornings for those events. The samples cannot exceed three ounces. Consumption would
be allowed on the premises of these fairs and festivals except from 2 a.m. to 10 a.m. on Sundays.

In 2014, SB 450 was passed and allows for the restricted sale of alcoholic liquors in specific outdoor dining areas. It allows
outside areas that are adjoining an establishment with a liquor license to allow consumption outside. This bill also allows
the WVABCA Commissioner to issue a special license to allow the sale of wine at NCAA Division | college and university
sports stadiums at a cost of $250 per license. West Virginia University has made extensive use of these licenses.
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History & Operations Continued

In 2015, SB 273 was passed and permits licensed brewers and resident brewers to conduct nonintoxicating beer sampling
on their brewery premises within the state. It allows resident brewers to sell growlers for off-premises consumption from
their brewery premises. The bill also removed the bond requirement for a brewpub license.

In 2015, SB 574 was passed to promote the distilling industry in West Virginia. The bill reduced service charges imposed
on mini-distillers from 28% to 5% and eliminated the transportation fee of $2.30 per case, since no service is provided.
Mini-distillers may not sell product below the state minimum price, so retail liquor stores are protected from such distillers
underpricing. The Market Zone Fee paid to retailers was also reduced from 10% of gross sales at distillery to 2% of gross
sales and capped at a total of $15,000. Mini- distilleries were allowed to produce 50k gallons per year.

In 2016, SB 298 was passed to allow county commissions to conduct a county option election on the question of whether
to allow restaurants, private clubs, Class A retailers, wineries and wine serving entities to sell alcoholic liquors, wine and
nonintoxicating beer as their licenses permit on Sundays, and distilleries and mini-distilleries to offer alcohol beginning at
10:00 am on Sundays for on-premises consumption only. After the November 8, 2016 statewide election, the following
counties have approved on-premises 10:00 am Sunday alcohol sales: Berkeley, Cabell, Greenbrier, Harrison, Jefferson,
Marion, Marshall, Monongalia, Morgan, Ohio, Pocahontas, Putnam and Tucker. The following home rule cities have also
approved on-premises 10:00 am Sunday alcohol sales: Beckley, Bluefield, Bridgeport, Buckhannon, Charleston, Charles
Town, Clarksburg, Elkins, Lewisburg, Martinsburg, Morgantown, Nitro, Oak Hill, Parkersburg, Ranson, Shepherdstown,
South Charleston, and Wheeling.

Effective May 1, 2017 the WVABCA Commissioner revised the mark-up for spirits from 28% to 32%. The mark-up had not
changed in 14 years. In 1990, at the beginning of bailment, the markup was 25% and remained at that level until 2003 (13
years later) when it changed to 28%. The WVABCA receives no excise tax on the production of spirits. The beer barrel tax
and the wine liter tax go directly to the State Tax Commissioner.

In 2017, SB 637 was passed to modify Class A private club licenses which was the first major change to the Private Club
Act in almost 50 years. The new license categories were aimed to Licensees operating tourist destinations and resort
facilities by permitting the Licensee to obtain one private resort hotel license for the lawful sale and consumption of
alcoholic liquors and nonintoxicating beer in designated and approved areas throughout the licensed premises but within
the confines of the property. The bill also permitted certain private club Licensees that operate golf or country clubs to
obtain a private golf club license for the lawful sale and consumption of alcoholic liquors and nonintoxicating beer on the
premises of the facility. Both the “private resort license” and the “private golf club license” established licensing
requirements and permits certain other exceptions.

Page 9 WVABCA Annual Report FY 2017



Financial Statements




Financial Statements

WEST VIRGINIA ALCOHOL BEVERAGE CONTROL ADMINISTRATION
MANAGEMENT COMPARISON TO PREVIOUS YEAR ANALYSIS
June 30, 2017 and 2016

STATEMENTS OF NET POSITION

2017 2016

Current assets $13,827,757 $20,409,689
Capital assets, net 1,796,452 2,073,230
Other noncurrent assets - -

Total assets 15,624,209 22,482,919
Deferred outflows of resources from pension amounts 979,931 917,011
Current liabilities 3,596,465 3,565,649
Noncurrent Liabilities 4,395,837 3,714,755

Total liabilities 7,992,302 7,280,404
Deferred inflows of resources from pension amounts 178,549 770,143
Net position, net investment in capital assets 1,796,452 2,073,230
Net position, restricted by enabling legislation - -
Net position, unrestricted net position 6,636,837 13,276,153

Total net position $8,433,289 $15,349,383
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Financial Statements Continue

WEST VIRGINIA ALCOHOL BEVERAGE CONTROL ADMINISTRATION
MANAGEMENT COMPARISON TO PREVIOUS YEAR ANALYSIS

Years Ended June 30, 2017 and 2016

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

Sales
Licenses, permits and fees
Administrative hearing fines

Total operating revenues

Cost of sales
General and administrative
Depreciation

Total operating expense

Operating income

Nonoperating revenues (expenses):
Retail liquor license renewal
Interest income
Grants
Loss of disposal of assets
Receipts (Transfers in) from primary government

Statutory distributions

Change in net position
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2017
$93,039,242
3,793,583
59,075

96,891,900

72,197,394
5,162,523
292,769

77,652,686

19,239,214

161,898

(26,317,206)
(26,155,308)

$(6,916,094)

2016
$92,744,686
3,678,645
73,371

96,496,702

72,212,321
5,402,985
322,932

77,938,238

18,558,464

129,243

(18,383,364)
(18,254,121)

$304,343



Financial Statements Continued

WEST VIRGINIA ALCOHOL BEVERAGE CONTROL ADMINISTRATION
STATEMENT OF CASH FLOWS
Year Ended June 30, 2017

Cash flows from operating activities:

Cash received from customers and users $96,830,687
Cash paid to employees (3,861,864)
Cash paid to suppliers (73,429,289)
Net cash provided by operating activities 19,539,534

Cash flows from noncapital financing activities:

Receipts on nonoperating grants 161,898
Provided from issuing liquor licenses -
Receipt from primary government -

Payments to primary government (26,317,206)
Net cash used by noncapital financial activities (26,155,308)

Cash flows from capital and related financing activities:

Purchases of capital assets (15,991)
Increase (decrease) in cash and cash equivalents (6,631,765)
Cash and cash equivalents, beginning of year 20,005,574
Cash and cash equivalents, end of year $13,373,809

Reconciliation of operating income to net cash provided by operating activities:
Operating income $19,239,214
Adjustments to reconcile operating income to
net cash provided by operating activities:

Depreciation 292,769
Pension Expense 244,865
Change in assets and liabilities:
Increase in accounts receivable (61,213)
Decrease in inventory 11,380
Increase (decrease) in accounts payable 30,816
Increase in accrued postemployment benefits 100,291
Increase in deferred outflows of resources (309,777)
Decrease in accrued annual leave (8,811)
Net cash provided by operating activities $19,539,534
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Financial Statements Continued

WEST VIRGINIA ALCOHOL BEVERAGE CONTROL ADMINISTRATION
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
Year Ended June 30, 2017

Operating revenues:

Sales $93,039,242
Licenses, permits and fees 3,793,583
Administrative hearing fines 59, 075

96,891,900

Operating expenses:

Cost of sales 72,197,394
General and administrative 5,162,523
Depreciation 292,769
77,652,686

Operating income 19,239,214

Nonoperating revenues (expenses):
Retail liquor license renewal - financing option -
Retail liquor license renewal -
Interest income -
Grants 161,898
Loss of disposal of assets -
Transfers from primary government -

Statutory distributions (26,317,206)
(26,155,308)

Change in net position (6,916,094)

Net position, beginning of year 15,349,383

Net position, end of year $8,433,289

Net position, end of year $8,433,289
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Financial Statements Continued

WEST VIRGINIA ALCOHOL BEVERAGE CONTROL ADMINISTRATION

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
Year Ended June 30, 2017

OPERATING REVENUES

Sales

Licenses, permits and fees
Administrative hearing fines

Total revenues

OPERATING EXPENSES

Cost of sales
General and administrative

Depreciation

OPERATING INCOME

NONOPERATING REVENUES (EXPENSES):

Grants

Loss of disposal of assets
Transfers in from
primary government

Statutory distributions

Change in net position

Net position, beginning of year

Net position, end of year
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Administrative Enforcement Wine Fund Grants / Total
/ Liquor Fund Fund #7356 #7351 Gift #7357
#7352
$93,039,242 S- S- S-  $93,039,242
3,289,358 - 504,375 (150) 3,793,583
- 59,075 - - 59,075
96,328,600 59,075 504,375 (150) 96,891,900
72,197,394 - - - 72,197,394
5,044,831 28,605 67,913 21,174 5,162,523
163,896 8,967 102,418 17,488 292,769
77,406,121 37,572 170,331 38,662 77,652,686
18,922,479 21,503 334,044 (38,812) 19,239,214
96,098 - - 65,800 161,898
(26,302,499) (14,707) - - (26,317,206)
(26,206,401) (14,707) - 65,800 (26,155,308)
(7,283,922) 6,796 334,044 26,988 (6,916,094)
12,609,039 66,510 2,554,679 119,155 15,349,383
$5,325,117 $73,306  $2,888,723  $146,143  $8,433,289




Financial Statements Continued

WEST VIRGINIA ALCOHOL BEVERAGE CONTROL ADMINISTRATION

COMBINING STATEMENTS OF NET POSITION
June 30, 2017

ASSETS

Current assets:
Cash and cash equivalents
Inventory
Accounts Receivable
Other
Total current assets
Noncurrent assets:
Notes receivable
Accrued interest
Capital assets, net

Total noncurrent assets

Total assets

DEFERRED OUTFLOWS
OF RESOURCES

Deferred outflows from pension
amounts
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Administrative Enforcement Wine Fund Grants / Total
/ Liquor Fund Fund #7356 #7351 Gift #7357
#7352
$10,832,166 $48,826 $2,400,008 $92,809 $13,373,809
25,819 - - - $25,819
428,129 - - - $428,129
- - - - S -
11,286,114 48,826 2,400,008 92,809 13,827,757
1,202,430 24,480 516,208 53,334 1,796,452
1,202,430 24,480 516,208 53,334 1,796,452
12,488,544 73,306 2,916,216 146,143 15,624,209
958,224 - 21,707 - 979,931




Financial Statements Continued

WEST VIRGINIA ALCOHOL BEVERAGE CONTROL ADMINISTRATION

COMBINING STATEMENTS OF NET POSITION (continued)
June 30, 2017

Administrative Enforcement Wine Fund Grants / Total
/ Liquor Fund  Fund #7356 #7351 Gift #7357
#7352
LIABILITIES
Current liabilities:
Accrued expenses 223,878 - 4,534 - 228,412
Accounts payable 3,363,953 - 4,100 - 3,368,053
Total current liabilities 3,587,831 - 8,634 - 3,596,465
Noncurrent liabilities:
Other post-employment
Benefits 2,509,360 - - - 2,509,360
Accrued annual leave 237,756 - - - 237,756
Net pension liability 1,612,119 - 36,602 - 1,648,721
Total noncurrent liabilities 4,359,235 - 36,602 - 4,395,837
Total liabilities 7,947,066 - 45,236 - 7,992,302
DEFERRED INFLOWS OF RESOURCES
Deferred inflows from
pension amounts 174,585 - 3,964 - 178,549
Net position:
Invested in capital assets 1,202,430 24,480 516,208 53,334 1,796,452
Unrestricted 4,122,687 48,826 2,372,515 92,809 6,636,837
Total net position $5,325,117 $73,306 52,888,723 $146,143 $8,433,289
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Spirits & Wine Division

The WVABCA Spirits & Wine Division works daily with alcohol vendors, state liquor representatives, licensed
retail liquor outlets and wine retailers to meet the demands of each request and provide safe and reliable

products.

New vendor/company setups, product listings, product integrity,
pricing, label registration, 190 form collection and data entry
(from private club liquor orders), warehouse inventory audits,
various warehouse and inventory fee assessments, special
pricing allowances, shipment approvals and scheduling of liquor
deliveries are priorities for keeping our liquor bailment portfolio
efficient and wine brands fresh and current. Currently, we
maintain a database of 856 retail and 995 vendor account users.

Ordering

All 177 licensed retail liquor outlet owners and employees
have secure online portal access for placing weekly orders for
liguor products 24/7. All retailers order and receive a
shipment on a scheduled day each week. This schedule
affords them with the ability to build orders at their
convenience. Retailers may place will call orders for pick up at
the Distribution Center. Liquor and vendor representatives
have portal access for all product sales, receipt and reporting.
Price changes and special pricing allowances for vendor

products can now be entered online.

Distribution Center

The West Virginia Alcohol Beverage
Control Administration Distribution
Center is a 153,000-square foot
warehouse. The Distribution Center
is responsible for assembling retail
orders for delivery to retail liquor
outlets. Fiscal Year 2017
Distribution Center employees were
responsible for picking 690,493
cases of liquor for West Virginia
retail liquor outlets.
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Bailment Products Special Order
Products

* There are 2,355 e There are 1,289
active bailment special order
products products avaiable
available at the on a case by case
Distribution order base daily
Center daily
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Sales Snapshot

Fiscal Year 2017
Sales

This Fiscal Year has once again
seen profit growth for both retail
sales of more than .43% and
WVABCA revenue of more than
2.26% in growth.
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Top Brands by Revenue

The top five brands product retail sales total over $12,490,000 in revenue.
These brands are ranked in descending order: Crown Royal, Jack Daniels
Black, Jagermeister, Crown Royal Apple, and Hennessy VS. The retail sales
per brand and case sales are represented in the graphs below.

Top Product Sales by Dollar

14%
\

/_31% Crown Royal
Jack Daniels Black
W Jagermeister
Crown Royal Apple

Hennessy VS
N_25%

Top Brands by Case Sales
The top five brands in descending case sales order.

Vladimir Vodka Pet 30,139 n

Crown Royal 18,305 Combined total 12.9% of total
Jack Daniels Black 15,741 89,270 cases sales for
Jagermeister 12,730 L
Smirnoff 80 Pet 12,355 V



Sales Snapshot Continued

Fiscal Year Retail Sales 2008 - 2017
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Fiscal Year 2008-
2017 Sales

The two graphs on the left
represent the timeline of
Fiscal Year sales from 2008
to 2017.

The top graph represents
the Fiscal Year revenue
sales during this period.

The bottom graph
represents the Fiscal Year
sales by cases during this
period.




Sales Snapshot Continued

The map below represents each order area for retail liquor outlets. All order stores are represented by Fiscal

Year in the graphs below.

Retail Sales Fiscal Year 2017

$21,825,595.20
$21,809,883.94

$24,362,690.34

$19,675,920.33
N

$5,592,522.78

Monday Tuesday = Wednesday Thursday Friday Order
Order Stores Order Stores Order Stores Order Stores Stores

Monday Order Day
Tuesday Order Day

Wednesday Order Day

Thursday Order Day

Friday Order Day
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Cases Sales Fiscal Year 2017

178,161
162,055 164,354
151,058

Monday Tuesday Wednesday Thursday Friday Order
Order Stores Order Stores Order Stores Order Stores Stores

D White indicates counties with no
retail liquor outlet stores.

e Wirt County
e Calhoun County



Sales Snapshot Continued

The Spirits & Wine Division also works with products produced in West Virginia which
are made, sold and consumed in our state. These products made up a total of 446 cases
from the WVABCA Distribution Center and 4,640 cases of on-site sales during Fiscal Year
2017. Some of these products are represented in the graphs below.

Top 5 WV Produced Spirit Products by Case
Sales

Wine Snapshot

493 487
381

The Wine Division at the
WVABCA has 152 wine
suppliers and 33 wine

Bloomery Bloomery Bloomery Smooth Ambler Bloomery distributors

Sweetshine Sweetshine Sweetshine  Old Scout Single Sweetshine Black
Cremma Lemma  Limoncello Chocolate Barrel/Cask Walnut . L
Raspberry The Wine Division also

works with 385 licensed
direct shippers and has
approved 4,523 brand

Top 5 WV Produced Spirit Products by
Dollar registrations.

$60,000.00 $49,949.80
$50,000.00 $41,599.19 $40,390.59 $39,545.92
$40,000.00
$30,000.00
$20,000.00
$10,000.00
$0.00 —
Smooth AmblerSmooth Ambler  Bloomery Bloomery Bloomery
Old Scout Contradiction  Sweetshine Sweetshine Sweetshine
Single Cremma Chocolate Limoncello
Barrel/Cask Lemma Raspberry

385
Direct
Shippers

33
Wine
Distributors

Wine Liter Tax

Fiscal Year 2017 the Wine Liter Production Tax are illustrated in the graph below. The
Wine Liter Tax was $2,211,355.35.

Wine Liter Tax Fiscal Year 2017

S $210,369.25 o =%

172,036.72 7907 Aug-16 ]

$182,385.02_ / /_5149,699.61 W Sep-16 Wm_e
Oct-16 Suppllers

$184,322.47 16
$241,470.44 Dec-16

W Jan-17

$141,398.92 q W Feb-17
\_5$141,018.72 ® Mar-17

Apr-17

& $201,877.36 EyEa

M Jun-17
$199,518.11 $177,241.43

$210,017.30
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Spirits & Wine Continued
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Store List

Illustrated below is the list of stores that work with the WVABCA. The information below lists the store name, address,
city and zip code.
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Upcharge Increase
On May 1, 2017 after remaining at 28% for 14 years, the markup for spirits was revised to 32%. This resulted in
revenue changes for the WVABCA. The alcohol comparison is illustrated in the graphic below.

Jim Beam 750ml/12 bottle case

* Case Retail $175.37 (WVABCA to Licensed Retailer) at 28%
* $14.61 (cost per bottle to licensed retail store)

e 504.24 (average markup by 29% by licensed retail store)

¢ $18.85

¢ 502.07(taxes 6% + 5%=11%)

¢ $20.92 per bottle to consumer

* Case Retail $180.78 (WVABCA to Licensed Retailer) at 32%
¢ $15.07 (cost per bottle to licensed retail store)

* 504.82 (average markup by 29% by licensed retail store)

¢ $19.89

¢ 502.19 (taxes 6% + 5%=11%)

¢ $21.98 per bottle to consumer

e Difference $1.06 per bottle to WV Consumer

Patron Silver 750ml/12 bottle case

e Case Retail $424.53 (WVABCA to Licensed Retailer) at 28%
¢ $35.38 (cost per bottle to licensed retail store)

¢ 510.26 (average markup by 29% by licensed retail store)

* $45.64

¢ $05.02 (taxes 6% + 5%=11%)

* $50.66 per bottle to consumer

e Case Retail $437.33 (WVABCA to Licensed Retailer) at 32%
* $36.48 (cost per bottle to licensed retail store)

¢ 510.58 (average markup by 29% by licensed retail store)

¢ $47.06

¢ $05.18 (taxes 6% + 5%=11%)

¢ $52.24 per bottle to consumer

« Difference $1.58 per bottle to WV Consumer
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Nonintoxicating Beer




Nonintoxicating Beer

Each of the three tiers must be properly licensed to conduct business in West Virginia. Brewers must appoint distributors
and assign exclusive territories through equitable franchise agreements. Approval by the WVABCA allows the agency to
enforce the franchise laws with respect to the assignment of brands. The WVABCA is the regulatory agency that maintains
the integrity of laws that govern the industry within West Virginia and in no way markets or promotes breweries,

distributors or brands.

Current Nonintoxicating Numbers by Tier

81 Brewer/Importers 26 WV Resident Brewers
40 Nonintoxicating Beer Distributors
3071 Retailers (Nonintoxicating Beer) Sales to Consumer Buyer

Beer Barrel Excise Tax Beer Barrel Excise Tax Fiscal Year 2017
Fiscal Year 2017 Beer Barrel
Excise Tax records are ~660, 22 $|648'837'65 m Jul-16
illustrated in the graph to the
Aug-16
right. The Beer Barrel Excise $699,176.64 s — 5669,419.92
M Sep-16

Tax is a production tax on Non-
Oct-16

intoxicating beer and collected $522,253.21 _, $679,340.80 sl
4 ) ov-

by the State Tax Commissioner.
Dec-16

The Beer Barrel Excise Tax $519,724.79
totaled to $6,929,895.78.

ad $550,749.92 M Jan-17

W Feb-17

$491,497.38J
$501,063.03 J

| \_$522,835.34 W Mar-17

$464,057.19
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*Denotes Brew Pub
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Enforcement




Enforcement

All across the nation and throughout the state, violence is becoming more prevalent. A crucial element of the
Enforcement Division is to protect Licensees, patrons, and our communities. The Enforcement Division’s
personnel live and work in the communities they serve.

Great strides in the use of technology to promote operational efficiencies in the field have occurred with the
deployment of iPads, laptop computers and other equipment. Additionally, trainings help to address problems
with violence occurring at licensed establishments, underage drinking, compliance issues and other safety
measures.

The media and public often focus on the administrative action resulting from unlawful and criminal activities in
WVABCA licensed establishments. While this in an integral part of the WVABCA responsibilities, the
Enforcement Division also provides educational assistance to new and existing Licensees. The WVABCA’s
knowledge of the unique challenges that can occur at licensed establishments enables the agency to better
protect the public while ensuring Licensees of good morals and reputation remain in business.
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Duties and Responsibilities

The Enforcement Division is committed to enforcing state laws pertaining to the sale, purchase, transportation,
manufacture, consumption, and possession of alcoholic beverages. Some of the duties of the Enforcement
Division are illustrated below. These duties performed by the Enforcement Division are crucial to protect the
public, patrons, and Licensees. Licensed locations are visited a minimum of two times per year by the
Enforcement Division.

Background Checks Inspections

ePerforms inspections of Class A
and Class B licensed
establishments to ensure
compliance with rules and
regulations

Initial Inspection

*To identify criminal history of
applicant
*To ensure applicant is of good
moral character

ePerforms initial inspections for
new applicants
eSpecial Events
eRevised Floor Plans

Responding to Complaints Compliance Checks Walk-throughs

eUnderage Alcohol Compliance eWalk-throughs are a technique
Checks are conducted to help carried-out to combat illegal
protect the underage public and underage drinking and identify
the public at large other compliance issues

eAllegations received from an
individual, group, or entity
eAllegations received from law
enforcement

Investigations Undercover Details

Compliance Sweeps

eHidden ownership eUndercover operations are
eComplaints conducted to help protect the

public by ensuring establishments

are following rules and procedures

*Working together with other law
enforcement agencies to perform

compliance sweeps eTrade Practices

eUnderage and Overserving
eSource (DUl Death)

Training

The Enforcement Division continues to stay up-to-date on the most recent safety methods by conducting
rigorous trainings. The 2016 annual training held at Canaan Valley State Park covered: drugs that impair,
courtroom testimony, fake ID’s, warrantless search for administrative violations, Windows 10 and iPad Training.

Continuous training is a key factor in enforcing W. Va. State Code and Rules while keeping the general public
and WVABCA staff safe. Regional meetings and trainings take place on an as needed basis. The WVABCA is able
to use grant funding to offset some of the training costs.
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Compliance Checks

Compliance checks are a necessary and valuable approach to address underage access to alcohol. The
WVABCA works with the WV State Police, county sheriff’s and city police departments across the state to
conduct these operations.

The chart to the right illustrates the
total number of compliance checks
conducted at Class A On Premises
Licensees (Restaurants Bars and
Taverns).

Class B Off Premises Licensees are
(Carry Outs, Grocery Store’s and
Retail Liquor Outlets) 30.31%

The buy rate indicates the number Buy Rate
of Licensees that were not in

compliance and in effect sold

alcohol to the person under the

legal drinking age.

17.14%

Buy Rate
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Enforcement Fines & Penalties

The WVABCA makes every effort to ensure compliance; typically, a violation will result in a warning letter with
additional educational activities being conducted. However, if a Licensee has multiple violations or continues to
violate the rules and regulations, the WVABCA Commissioner has the power, duty, and responsibility to
administer fines to achieve compliance. Licensees that are deemed a public safety issue or continue to violate
W. Va. State Code may face suspension and/or revocation. These statistics for Fiscal Year 2017 are noted below.

Fines & Penalties

80,000.00 $73,371.00
70,000.00
$59,075.00
60,000.00
50,000.00
40,000.00
30,000.00
20,000.00
10,000.00

0.00

Public Safety Suspensions

18

1 1 i 1
N N 1 1 BN 1 e 1 1 . 1
2011 2012 2013 2014 2016 2017

Shootings/Stabbings Illegal Activities =~ M Health Department
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Licensing Division

The WVABCA Licensing Division is responsible for ensuring applicants comply with West Virginia law pertaining
to the issuance and maintenance of licenses, encompassing all aspects of handling, serving, and sales of alcoholic
beverages. The West Virginia State Code and Rules permit licenses to be issued under
specific guidelines and require direct oversight to ensure the safety of customers,
businesses and most importantly, the general public.

Issued Licenses

The majority of retail licenses issued in West Virginia can be grouped into two
categories; Class A for

Our Staff

On-Premises Licenses Issued in FY 2017
consumption and Class B .
for Off-Premises 23% 44%

i The WVABCA
consumption. As ) Licensing Division is
illustrated in the figure, On-Premises committed to
to the left for 44% of the Off-Premises providing fast,
licenses issued during ® Non-Retail accurate, and

courteous service

while ensuring fair
and equitable
treatment of all

the Fiscal Year 2017
were On-Premises,
whereas 33% of the

licenses issued were Off- applicants.
Premises. Non-Retail licenses made up twenty-three percent of the issued licenses in
2017. Non-Retail licenses span a variety of categories from Wine Distributors to T;;:ZZSA:;A

Transportation. processed by a team

comprised of five

License Applications full-time employees.

These employees
processed and

The WVABCA Licensing Division has seen an increase in license applications for Fiscal

. Year 2017 as illustrated in the maintained almost

Total Number of Applications figure to the left. In order to five thousand retail
process these applications, licenses during fiscal

the  WVABCA Licensing year 2017. These

licenses span twenty-

Division sources information -
L . three distinct
from several entities including categories with their
the West Virginia Secretary of own sets of
State’s Office, Morpho Trust, compliance
WV Tax Office and several refo’”',i‘t'orf‘f_' The
other sources. Once the malority ot ficense
o categories are
application process has been available on the
completed and approved the WVABCA website.

applicant will receive and are
required to post their license
in their business location. The Licensee will then need to complete a renewal annually. | I 8
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Grants

Our
Partnerships

oo Statefarm

The WVABCA has received $168,300 in grant funding during Fiscal Year 2017. The grants
were received from several partners of the WVABCA. The West Virginia Governor’s
Highway Safety Program receives funding from the National Highway Safety
Administration and provided the WVABCA with $102,500 in grant funding. This grant
provided funding for the DUl Simulator program, DUI additional enforcement
activities, training, travel and NO School Spirits PSA program. The National Alcohol
Beverage Control Association (NABCA) also provided the WVABCA with two grants,
(510,000 and $25,000 respectfully). These grants supported the DUI Simulator
Program and the NO School Spirits PSA program as did a $30,800 grant from State
Farm®.

Grants from Partnerships

$120,000.00 $94,776 $102,500
$100,000.00
$80,000.00
$60,000.00
$40,000.00
$20,000.00
$0.00

$29,000 >35:000 $30,800
$15,000

NABCA StateFarm

2016 m 2017

Enforcement

Public Education Retailer Education .
Education

Facilitate Multiple
Agency
Community
Outreach

Supplemental Technology and

Enforcement Equipment
Details Enhancements
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Education




Education

DUI Simulator

The WVABCA DUI Simulator program travels the state and visits high schools, institutions of higher learning and
other venues to educate our youth about the harmful effects of drinking and distractive driving. The program
provides youth with the opportunity to experience various driving conditions, hazards and scenarios while
safely operating a simulation system. The program mimics the difficulties drivers would encounter at various
blood alcohol content (BAC) levels. By engaging the youth in this interactive manner, the WVABCA can provide
valuable tools to combat underage drinking and distractive driving.

The DUI Simulator Program is sponsored by:

oo Statefarm
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Education Continued

Student Survey Data

The program also includes a classroom lecture and collects relevant statistical information (alcohol use,
texting habits, seat belt usage) to aid in prevention programming.

How often do students believe the average student drinks alcohol.

35.00%
30.00%
25.00%
20.00%
15.00%
10.00%

5.00%

0.00%

Never Monthly 2-4 times a month 2-3 times a week 4 or more times a
week

Student Opinion
Quality of the Presentation

80.00%
70.00%
60.00%
50.00%
40.00%
30.00%
20.00%
10.00%

0.00%
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Education Continued

DUI Simulator Site Visits

2017 Spring and Fall School Semesters

Magnolia H.S
Paden City H.S

Brooke Co. H.S
Wirt Co. HS.

Ripley H.S.
Calhoun Co. H.S.
St. Mary’s H.S.

Parkersburg

Catholic H.S.
Winfield H.S.

Cabell Midland H.S.
Wahama H.S.
Bridge Valley Com. Col.

George Washington
High School

Sherman H.S.
Lincoln Co. H.S.

Chapmanville H.S.

Bluefield St. GHSP Event
Montcalm H.S.

Liberty H.S.

Greenbrier East H.S.
Greenbrier West H.S.

James Monroe H.S.
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Clay Battelle H.S
Grafton H.S

Phillip Barbour H.S
Liberty H.S
Morgantown H.S.
North Marion H.S.
Fairmont Sr. H.S

Doddridge Co. H.S

East Hardy H.S
Hampshire Co. H.S.
Union H.S.

Conservation Agency Conf.

Pendleton Co. H.S.

Pocahontas Co. H.S.

Buckhannon Upshur H.S
Nicholas Co. H.S.
Braxton Co. H.S.
Richwood H.S.

Westside H.S.

Webster Co. H.S.

Fayetteville H.S.
Meadow Bridge H.S.
GHSP Conference
Independence H.S.

Woodrow Wilson H.S.



Education Continued

NO School Spirits PSA Contest

The NO School Spirits PSA program
is a contest that seeks essay or
video entries from high school
students to address underage
drinking or drinking and driving.
The entries are judged, and the
top three winners receive a
monetary award that must be
used for a school sanctioned event
and/or school equipment. The
first-place  winning entry is
developed into a PSA that is aired
across the state during prom and
graduation season.

15t Place Winners

Capital High
School

Sissonville
High School

Bridgeport
High School

Ripley High
School

CqaE«
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NO School Spirits PSA Contest Continued

The program is funded by the following sponsors. State Farm® provides funding for the prizes and helps to
offset some administrative costs. The program awards first-place $5,000.00, second-place $2,500.00 and third-
place $1,000.00. The NABCA provides a grant for $10,00.00 to place a statewide media buy during prom and
graduation season and a smaller grant from the Governor’s Highway Safety Program helps to offset other
program expenditures.
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Public Information/Media

The WVABCA interacts with the public across every department. By providing factual, relevant and current information
regarding the duties of the WVABCA as it relates to W.Va. State Code and Rules and addressing other factors of the alcohol
industry, we can fulfill our mission and better serve the public.

We coordinate, collect and distribute information to individuals and businesses within the private sector. The WVABCA
works with units of governments on a local, county, state and federal level.

The media is interested in a variety of topics and activity at the WVABCA. The most common areas of media coverage can
by categorized into the following groups:

Below is a sampling of recent headlines
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