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House Committee on Alcoholic Beverage Control
Tuesday, March 5, 2019, at 3:00 PM
Room 1327/1228

MINUTES

The House Committee on Alcoholic Beverage Control met at 3:00 PM on Tuesday, March 5, 2019
in Room 1327/1228. Representatives Alexander, Boles, Dahle, Fisher, Hardister, Holley, Hurley,
Lucas, McGrady, Meyer, Turner, and Willingham attended.

Representative James L. Boles, Jr. presided. He made announcements concerning the structure of
the meetings and stated all presentations would be added to committee website. He introduced the
Sergeant at Arms and requested self-introduction of pages, members and staff.

Ms. Renee Metz, Chief Counsel of the ABC Commission, was recognized to provide an overview
of the Commission, including the total revenue distribution. Handouts were provided and made a
part of the Minutes (Attachment 1).

Upon completion of the presentation, Representative Boles opened the meeting to questions from
members. He announced that Mr. Bryan Houser, ALE Director, and Mr. Terrence Merriweather,
Deputy Director of the ABC Commission, were in attendance. Mr. Houser assisted Ms. Metz in
answering several questions.

Representative Boles announced the next meeting would be held on March 19, 2019, with bills
being heard.

There being no other business the meeting adjourned at 3:40 PM.

f\n@a&/x/ Seves Krrgs

Representapiv Jofnies L. Boles, Jr. Dina Long, Lonumtte@(lerk
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NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2019-2020 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Tuesday, March 5, 2019

TIME: 3:00 PM

LOCATION:  1228/1327 LB

COMMENTS: The Committee will hear presentations on the history and current organization
of the ABC system in North Carolina. Representative Boles presiding.

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 1:34 PM on
Tuesday, February 26, 2019.

___ Principal Clerk
____Reading Clerk — House Chamber

Dina Long (Committee Assistant)






House Cominittee on Alcoholic Beverage Control
Tuesday, March 5, 2019, 3:00 PM
Room 1327/1228

AGENDA

Welcome and Opening Remarks — Representative Jamie Boles
Introduction of Pages
Presentation

Overview of ABC Commission

Renee Metz, Chief Counsel, ABC Commission

Other Business

Adjournment






Arkcumens ¢ |

NC ABC COMMISSION

TOTAL S LS
REVENUE
DISTRIBUTION

DEPARTMENT OF HEALTH AND HUMAN SERVICES

$1.802.824
COUNTY GOVERNMENT FOR REHABILITATION
/ $3200.218
LOCAL LAW ENFORCEMENT
j % $8.844 597

LOCAL ALCOHOL EDUCATION

$13,017,215

s

7

A

b
/j
. NC ABC COMMISSION AND WAREHOUSES

$17,685,821

COUNTY/CITY GOVERNMENT DISTRIBUTIONS

$80,345,396

$430,635,861

NCGA GENERAL FUND

$323,425,611

Local ABC boards in North Carolina are established and operated without state funds. Through the sale of
spirituous liquor and fortified wine in ABC stores, over $1 billion in revenue is generated annually. In FY 18
sales revenue of $1,129,023,535 resulted in distributions of $430,635,861 that benefited the cities and
counties where alcohol sales are allowed as well as the state's General Fund.






ABC Board Revenue and Distirbutions
July 1, 2017 - June 30, 2018

Sales Expenses L
ABC Boards by County Gross Sales Percent Change Forecast State Taxes | Cost of Liquor Operating Other Income Profit Before
(# of Stores) Over FY17 For FY19 Collected Sold Expenses & Expense Distributions

Alamance
Alamance Municipal (5) 13,887,641 8.28%| 14,973,500 3,242,721 7,213,574/ 2,234,525| 5,395 1,202,216
Alleghany
Sparta (1) 851,613 8.31%| 861,500 196,323 440,856/ 144,323 -156 69,955/
Anson
Wadesboro (1) 1,451,913 4.15%| 1,424,708 328,386 775,153 252,221/ 877 97,030
Ashe
West Jefferson (1) 1,897,140 7.36%) 1,992,000 431,816] 1,005,932 284,316| 0 175,076
Avery
High Country (1) 3,426,182 6.41% 3,427,274 806,498 1,765,913 465,682 1,944 390,033
Beaufort County (6) 5,511,563 3.19% 5,635,676 1,257,993 2,839,851 1,021,917 -6,973 384,829
Bertie County (1) 801,617 2.01% 805,000 178,249 436,806 186,331 75 306
Bladen
Elizabethtown (1) 1,431,145 1.96% 1,345,661 323,843| 760,179 210,955 71 136,239
Brunswick
Belville (2) 3,946,454 10.31% 4,007,188 885,210 2,124,383 603,423 60 333,498
Boiling Spring Lakes (1) 824,078 4.41% 900,000 186,246 436,971 164,869 55 36,047
Brunswick County (2) 3,297,755 7.56% 2,984,105 773,844 1,711,981 575,496 7,382 243,816
Calabash (1) 1,691,269 7.42% 1,734,326 401,030 897,215 257,476 5,330 140,878
Oak Island (1) 3,216,404 7.89% 3,500,000 762,138 1,650,999 466,758 16,197 352,706
Ocean Isle Beach (1) 2,308,187 6.65% 2,380,000 540,922 1,188,549 343,466 1,254 236,504
Shallotte (1) 1,959,713 2.29% 1,935,000 453,794 1,039,267 315,267 277 151,662
Southport (1) 3,282,533 8.83% 3,388,009 771,237 1,704,814 454,135 -1,890 350,457
Sunset Beach (1) 1,702,590 2.90% 1,637,402 390,741 890,224 300,686 -9,266 111,673
Buncombe
Asheville (9) 35,276,302 7.82% 37,524,000 8,582,056 17,572,203 4,684,554 -118,270 4,319,219
Black Mountain (1) 2,365,482 -0.04% 2,541,328 543,444 1,244,624 352,097 747 226,064
Weaverville (1) 3,032,960 7.77% 3,039,477 687,810 1,604,724 502,990 -53,372 184,064
Woodfin (1) 1,789,610 1.89% 1,817,164 403,750 956,732 349,766 1,152 80,514
Burke
Morganton (1) 3,447,068 6.66% 3,350,000 796,726 1,806,122 394,827 643 450,036
Valdese (1) 1,050,371 3.42% 1,044,075 240,448 542,920 210,981 -6,482 49,540




ABC Board Revenue and Distirbutions
July 1, 2017 - June 30, 2018

Sales Expenses L
ABC Boards by County Gross Sales Percent Change Forecast State Taxes | Cost of Liquor Operating Other Income Profit Before
(# of Stores) Over FY17 For FY19 Collected Sold Expenses & Expense Distributions

Cabarrus
Concord (6) 16,979,957 7.61% 19,300,000 3,985,321 8,686,922 2,215,715 -36,777 2,055,222
Mount Pleasant (1) 862,302 14.17% 935,000 196,310 454,814 175,180 1,321 37,319
Caldwell
Granite Falls (1) 1,171,149 11.31% 1,080,500 264,669 608,796 190,226 4,805 112,263
Lenoir City (2) 3,496,165 3.70% 3,455,750 795,406 1,834,023 525,774 -50 340,912
Camden County (2) 1,442,263 6.37% 1,523,255 324,970 768,871 274,939 16 73,499
Carteret County (6) 14,911,891 4.14% 15,250,000 3,518,056 7,571,134 1,993,578 207,756 2,036,879
Caswell County (4) 2,180,612 0.10% 2,192,000 494,757 1,164,788 475,045 1,876 47,898
Catawba County (11) 20,122,348 4.47% 19,827,277 4,676,360 10,477,231 3,252,522 1,265 1,717,500
Chatham County
Chatham County (3) 3,932,907 12.08% 4,025,253 891,638 2,055,811 791,739 124 193,843
Pittsboro (1) 1,523,273 8.99% 1,551,437 349,747 797,493 209,839 506 166,700
Siler City (1) 1,402,682 -1.40% 1,441,400 317,127 740,223 240,684 -1,480 103,168
Cherokee
Andrews (1) 776,768 4.92% 831,000 175,340 411,855 180,597 27 9,003
Murphy (1) 3,160,125 7.36% 3,269,000 715,947 1,678,207 519,391 540 247,120
Chowan County (1) 1,513,349 3.92% 1,570,750 346,848 805,154 240,922 2,398 122,823
Clay County (1) 2,467,339 6.32% 2,501,500 559,647 1,303,992 361,454 318 242,564
Cleveland
Kings Mountain (1) 1,808,288 10.76% 1,853,121 410,985 960,638 273,241 1,515 164,939
Shelby (2) 4,629,940 4.13% 4,826,000 1,061,049 2,437,123 810,080 -396 321,292
Columbus
Brunswick (1) 492,147 -6.53% 549,000 110,660 266,447 91,878 5,206 28,368
Lake Waccamaw (1) 430,951 5.09% 455,000 97,065 226,474 78,875 14 28,551
Tabor City (1) 815,143 3.90% 818,000 183,113 432,764 102,953 262 96,575
West Columbus (1) 652,447 -3.95% 712,700 147,339 351,177 143,775 199 10,355
Whiteville (1) 1,307,565 5.93% 1,100,000 299,350 689,810 229,796 1,799 90,408
Craven County (5) 10,758,813 3.85% 10,857,756 2,500,105 5,613,983 1,505,089 956 1,140,592
Cumberland County (11) 36,386,430 3.65% 36,000,000 8,511,216 18,722,759 5,138,327 2,634 4,016,762
Currituck County (3) 5,922,076 3.57% 5,503,501 1,363,209 3,100,183 825,503 1,773 634,954
Dare County (5) 17,727,401 2.71% 18,000,000 4,195,948 9,057,577 2,112,741 12,853 2,373,988




ABC Board Revenue and Distirbutions
July 1, 2017 - June 30, 2018

Sales Expenses L
ABC Boards by County Gross Sales Percent Change Forecast State Taxes | Cost of Liquor Operating Other Income Profit Before
(# of Stores) Over FY17 For FY19 Collected Sold Expenses & Expense Distributions

Davidson
Lexington (2) 4,736,408 4.92% 5,120,600 1,083,353 2,500,043 550,435 -1,453 601,124
Thomasville (1) 3,154,199 6.18% 3,205,180 721,150 1,702,339 465,330 45,640 311,020
Davie
Cooleemee (1) 1,198,050 5.11% 1,192,852 277,608 632,465 256,107 3,606 35,476
Duplin
Kenansville (1) 553,848 1.95% 544,000 124,631 297,279 101,917 31 30,052
Wallace (1) 1,619,254 0.78% 1,651,000 372,175 859,547 274,686 21 112,867
Warsaw (1) 641,545 15.63% 667,300 140,583 353,736 138,768 10 8,468
Durham County (8) 37,346,615 3.53% 37,927,101 8,779,091 19,295,261 5,081,067 -5,929 4,185,267
Edgecombe County (5) 4,971,907 5.66% 4,949,000 1,124,267 2,650,481 836,892 1,137 361,404
Forsyth
Triad Municipal (14) 47,391,018 4.64% 48,683,763 11,054,247 24,554,970 6,091,038 -19,051 5,671,712]
Franklin
Bunn (1) 879,957 4.85% 885,800 197,705 479,804 156,825 165 45,788
Franklinton (1) 1,171,715 6.85% 1,423,884 263,425 628,163 173,221 230 107,136
Louisburg (1) 1,645,497 2.28% 1,718,573 373,539 881,203 312,577 112 78,290
Youngsville (1) 1,254,607 11.31% 1,251,884 284,088 665,818 197,765 0 106,936
Gaston
Belmont (1)* 1,251,944 2,492,100 294,020 642,689 313,195 45,054 47,094
Bessemer City (1) 550,334 4.10% 662,500 126,111 290,311 133,066 75 921
Cherryville (1) 1,050,439 3.09% 1,019,550 232,704 568,633 222,598 366 26,870
Cramerton (2) 3,030,341 8.59% 2,920,000 688,054 1,598,702 604,690 -49,214 89,681
Gastonia (5) 11,041,776 4.63% 11,410,000 2,564,434 5,743,686 1,686,724 33,877 1,080,809




ABC Board Revenue and Distirbutions
July 1, 2017 - June 30, 2018

Sales Expenses L
ABC Boards by County Gross Sales Percent Change Forecast State Taxes | Cost of Liquor Operating Other Income Profit Before
(# of Stores) Over FY17 For FY19 Collected Sold Expenses & Expense Distributions

Mount Holly (1) 2,216,530 -1.67% 2,150,550 504,442 1,176,633 308,241 -7,743 219,471
Gates County (2) 768,258 5.68% 774,000 172,668 412,343 179,919 0 3,328
Granville County (2) 4,323,727 4.04% 4,600,000 982,179 2,304,399 628,446 33,559 442,262
Greene County (2) 798,146 4.93% 790,000 179,410 430,939 179,834 7,082 15,045
Guilford
Gibsonville (1) 1,240,216 4.44% 1,189,025 281,001 655,164 214,519 -3,232 86,300
Greensboro (15) 49,018,578 4.20% 50,558,283 11,561,749 25,085,551 6,748,220 -2,089 5,620,969
High Point (6) 18,695,611 3.03% 18,807,050 4,303,392 9,646,875 2,710,514 9,126 2,043,956
Halifax County (5) 5,305,623 1.63% 5,362,878 1,208,633 2,811,743 991,057 5,715 299,905
Harnett
Angier (1) 2,139,571 10.71% 2,175,206 480,775 1,150,214 300,436 302 208,448
Dunn (2) 2,469,394 6.10% 2,519,244 561,542 1,315,389 433,449 6,152 165,166
Lillington (1) 1,894,429 8.18% 1,900,000 444,944 984,674 309,826 -4,121 150,864
Haywood
Canton (1) 1,472,954 6.06% 1,500,000 333,680 785,068 293,337 -408 60,461
Maggie Valley (2) 2,522,346 0.29% 2,534,000 575,462 1,341,410 479,778 -17,388 108,308
Waynesville (1) 2,855,668 7.50% 2,915,000 663,981 1,477,587 399,805 -26,060 288,235
Henderson
Fletcher (1) 2,283,034 7.73% 2,348,555 512,560 1,210,565 403,360 -1,520 155,029
Hendersonville (3) 7,164,645 7.20% 7,300,000 1,662,303 3,741,757 1,157,031 0 603,554
Laurel Park (1) 1,305,390 2.81% 1,290,000 300,429 684,508 245,523 841 75,771
Hertford County (3) 2,373,614 2.97% 2,377,000 536,625 1,304,491 503,266 668 29,900
Hoke County (2) 2,269,875 45.67% 2,205,000 514,852 1,201,792 367,163 -2,890 183,178
Hyde County (2) 798,758 -3.65% 850,600 192,649 400,481 158,305 5,882 53,205
Iredell
Mooresville (3) 11,475,180 5.60% 11,652,094 2,689,146 5,958,492 1,147,863 6,474 1,686,153
Statesville (2) 6,209,781 1.38% 6,031,124 1,429,000 3,278,868 957,869 4,671 548,715
Troutman (1) 1,382,368 95.22% 1,378,500 309,176 731,935 224,412 -20,566 96,279
Jackson County (2) 4,830,730 4.25% 4,778,068 1,134,970 2,477,022 632,689 1,332 587,381
Johnston County (8) 16,105,459 7.91% 17,545,329 3,702,262 8,500,360 2,103,732 537 1,799,642
Jones County (3) 1,101,120 5.11% 1,050,000 247,614 589,977 239,867 0 23,662

Lee




ABC Board Revenue and Distirbutions
July 1, 2017 - June 30, 2018

Sales Expenses L
ABC Boards by County Gross Sales Percent Change Forecast State Taxes | Cost of Liquor Operating Other Income Profit Before
(# of Stores) Over FY17 For FY19 Collected Sold Expenses & Expense Distributions

Sanford (2) 6,069,000 6.10% 6,098,000 1,393,426 3,198,703 1,007,926 3,175 472,120
Lenoir County (3) 4,534,340 5.89% 4,405,000 1,040,747 2,369,565 695,645 -48 428,335
Lincoln
Lincoln County (2) 3,924,518 15.20% 4,166,957 904,227 2,034,878 455,559 4,273 534,127
Lincolnton (2) 2,918,471 6.32% 3,080,000 668,704 1,511,835 550,848 8,261 195,345
Macon
Franklin (1) 2,812,251 4.08% 2,993,275 644,116 1,483,186 614,242 623 71,330
Highlands (1) 1,908,492 5.11% 2,084,948 461,897 956,247 347,360 80 143,068
Martin County (2) 2,154,425 1.80% 2,195,000 485,840 1,131,286 377,405 0 159,894
McDowell
Marion (2) 2,702,204 7.18% 2,878,914 620,060 1,434,100 434,515 -22,351 191,178
Mecklenburg County (26) 163,649,611 7.72% 170,500,000 39,588,039 82,514,324 17,425,584 272,450 24,394,114
Mitchell
Spruce Pine (1) 1,317,063 3.71% 1,300,000 299,479 705,949 219,113 0 92,522
Montgomery (2) 1,672,531 4.70% 1,611,191 383,933 873,509 361,937 342 53,494
Moore County (4) 11,924,758 6.93% 12,220,000 2,819,039 6,117,319 1,100,414 498 1,888,484
Nash County (9) 11,019,621 3.63% 10,800,000 2,528,939 5,721,588 1,666,654 5,923 1,108,363
New Hanover County (8) 45,858,126 3.83% 44,000,000 11,041,694 22,651,375 5,554,250 148,635 6,759,442
Northampton County (4) 1,071,214 2.21% 1,050,000 240,982 572,302 242,254 0 15,676
Onslow County (6) 18,062,865 5.83% 16,940,000 4,250,317 9,240,518 2,838,504 1,519 1,735,045
Orange County (8) 20,184,369 3.27% 20,780,685 4,763,134 10,468,853 3,783,190 -94,274 1,074,918
Pamlico County (2) 1,385,082 -0.09% 1,486,500 315,938 757,943 240,195 109 71,115
Pasquotank County (1) 3,568,227 0.50% 3,520,000 831,839 1,854,197 412,751 75 469,515
Pender County (4) 6,892,547 5.04% 7,289,805 1,601,834 3,594,806 1,172,234 315 523,988
Perquimans
Hertford (1) 1,107,802 0.75% 1,056,000 249,436 575,608 194,576 572 88,754
Person County (2) 3,322,752 4.09% 3,298,443 760,104 1,742,682 412,553 4,268 411,681
Pitt County (8) 19,443,653 2.77% 19,646,500 4,577,011 9,961,663 2,447,498 4,162 2,461,643
Polk
Columbus (1) 676,163 8.12% 657,270 153,136 373,012 123,895 0 26,120
Tryon (1) 495,226 4.92% 591,560 118,029 249,938 92,372 0 34,887

Randolph




ABC Board Revenue and Distirbutions
July 1, 2017 - June 30, 2018

Sales Expenses L
ABC Boards by County Gross Sales Percent Change Forecast State Taxes | Cost of Liquor Operating Other Income Profit Before
(# of Stores) Over FY17 For FY19 Collected Sold Expenses & Expense Distributions

Asheboro (1) 3,376,600 -2.15% 3,350,250 776,826 1,746,670 535,839 1,246 318,511
Liberty (1) 856,588 -3.07% 868,932 192,761 457,654 180,740 40 25,473
Ramseur (1) 552,487 922.14% 696,050 124,154 294,998 145,014 0 -11,679
Randleman (1) 1,688,876 4.96% 2,069,000 385,551 881,097 250,273 414 172,369
Richmond
Hamlet (1) 1,125,196 6.48% 1,199,500 254,628 617,784 193,747 18 59,055
Rockingham (2) 2,393,447 2.63% 2,321,500 547,086 1,293,511 411,668 0 141,182
Robeson
Fairmont (1) 707,074 3.87% 697,500 155,772 390,266 150,154 15 10,897
Lumberton (2) 3,909,298 8.47% 4,100,000 898,565 2,101,052 707,679 8 202,010
Maxton (1) 813,206 6.01% 1,135,796 183,099 428,769 178,694 -17 22,627
Pembroke (1) 1,258,699 1.26% 1,330,000 287,348 666,692 224,205 -7,639 72,815
Red Springs (1) 725,729 1.66% 782,004 160,512 374,830 181,384 0 9,003
Rowland (1) 244,751 0.03% 250,000 55,127 132,890 54,274 -204 2,256
Saint Pauls (1) 1,293,033 1.84% 1,308,100 292,605 705,014 213,500 22 81,936
Rockingham
Eden (1) 1,844,929 1.90% 1,835,000 422,731 975,177 337,407 125 109,739
Madison (1) 1,383,394 7.47% 1,400,000 316,744 734,179 247,042 58 85,487
Reidsville (1) 2,507,329 6.00% 2,400,000 572,307 1,329,854 432,500 0 172,668
Rowan/Kannapolis (7) 13,395,949 3.28% 13,730,750 3,071,687 7,074,807 2,518,770 -68,084 662,601
Rutherford
Forest City (1) 2,298,809 6.49% 2,392,000 528,477 1,210,662 369,039 22,658 213,289
Lake Lure (1) 919,544 2.86% 915,000 218,896 471,203 193,806 1,893 37,532
Rutherfordton (1) 1,406,423 4.88% 1,431,165 317,535 785,412 284,775 83 18,784
Sampson
Clinton (1) 2,198,334 2.86% 2,193,300 498,830 1,165,995 246,525 2,160 289,144
Newton Grove (1) 532,584 10.02% 568,000 120,033 286,826 111,541 383 14,567
Roseboro (1) 960,571 4.13% 941,250 217,429 517,959 169,155 23 56,051
Scotland County (1) 2,142,529 2.76% 2,049,845 485,111 1,144,604 386,359 244 126,699
Stanly
Albemarle (1) 3,195,294 4.32% 3,187,500 736,608 1,649,592 459,507 101,847 451,434
Locust (1) 1,849,995 8.14% 1,890,000 420,860 966,817 360,031 0 102,287




ABC Board Revenue and Distirbutions
July 1, 2017 - June 30, 2018

Sales Expenses L
ABC Boards by County Gross Sales Percent Change Forecast State Taxes | Cost of Liquor Operating Other Income Profit Before
(# of Stores) Over FY17 For FY19 Collected Sold Expenses & Expense Distributions

Norwood (1) 589,199 3.46% 555,000 133,752 313,248 117,971 -3,431 20,797
Stokes
Walnut Cove (1) 987,449 8.00% 945,000 222,962 533,515 177,886 0 53,086
Surry
Dobson (1) 635,221 1.05% 618,700 143,188 338,605 132,101 113 21,440
Mount Airy (1) 2,362,407 1.41% 2,361,458 542,546 1,214,362 442,548 962 163,913
Pilot Mountain (1) 1,060,811 7.34% 1,040,000 237,600 558,132 191,976 -478 72,625
Yadkin Valley (1) 1,865,372 10.09% 1,850,000 423,399 991,977 260,898 -28,017 161,081
Swain
Bryson City (1) 2,150,577 5.50% 2,247,353 495,947 1,129,397 322,332 127 203,028
Transylvania
Brevard (2) 3,722,325 7.67% 4,097,658 861,647 1,958,314 598,690 350 304,024
Tyrrell County (1) 460,594 -0.04% 465,000 111,696 245,107 84,641 -5,944 13,206
Union
Indian Trail (1) 4,279,711 6.82% 4,338,406 995,815 2,229,562 579,688 1,266 475,912
Monroe (1) 4,731,863 4.16% 4,800,000 1,102,241 2,444,417 678,416 1,671 508,460
Waxhaw (1) 3,248,649 14.36% 3,200,000 761,841 1,733,110 474,876 702 279,524
Wingate (1) 1,628,475 5.00% 1,500,000 366,653 862,533 266,112 0 133,177
Vance County (1) 3,935,178 1.69% 3,695,000 894,011 2,109,223 672,070 33 259,907
Wake County (24) 138,891,419 6.55%| 137,471,000 33,006,048 70,990,914 12,734,318 222,557 22,382,696
Warren County (2) 2,550,362 2.62% 2,555,000 584,691 1,334,408 421,249 -22,538 187,476
Washington County (1) 909,783 -0.13% 910,000 210,673 467,294 186,073 386 46,129
Watauga
Blowing Rock (1) 1,795,909 7.28% 1,750,000 436,831 894,028 292,622 380 172,808
Boone (1) 6,511,972 1.68% 6,665,000 1,546,422 3,348,449 815,385 -2,554 799,162
Wayne County (5) 9,031,220 2.50% 9,154,627 2,069,850 4,737,870 1,528,209 589 695,880
Wilkes
North Wilkesboro (1) 1,367,124 2.94% 1,530,145 310,226 719,120 336,897 0 881
Wilkesboro (2) 2,517,961 6.87% 2,825,000 575,712 1,334,135 575,500 0 32,614
Wilson County (6) 8,540,808 1.18% 8,194,500 1,954,468 4,477,030 1,441,472 8,280 676,118
Yancey
Burnsville (1) 1,158,787 3.03%| 1,291,000 263,007 609,305 204,559 0 81,416




ABC Board Revenue and Distirbutions
July 1, 2017 - June 30, 2018

Sales Expenses L
ABC Boards by County Gross Sales Percent Change Forecast State Taxes | Cost of Liquor Operating Other Income Profit Before
(% of Stores) Over FY17 For FY19 Collected Sold Expenses & Expense Distributions
TOTALS 1,129,023,535 5.64%| 1,149,735,523 265,098,444 581,905,863 153,503,877 673,865 125,189,216

* Belmont opened December 2018




Local Distributions

rocal Profits (Law Enf., Alcohol Educ., County/Municipal)
ABC Boards by County Percent Ezgtf:i[b%:f:r:z EY 2018 Forecast
(# of Stores) Profit FY17 For FY19
Alamance
Alamance Municipal (5) | 8.66%| 788,343 1,079,896/ 827,800
Alleghany
Sparta (1) | 8.21%| 58,175 43,245| 80,676
Anson
Wadesboro (1) | 6.68%| 89,669 83,800/ 62,597
Ashe
West Jefferson (1) | 9.23%) 166,299 79,470 94,000
Avery
High Country (1) 11.38% 324,657 322,805 294,680
Beaufort County (6) 6.98% 413,439 253,085 192,515
Bertie County (1) 0.04% -15,335 0 12,800
Bladen
Elizabethtown (1) 9.52% 133,435 116,348 125,500
Brunswick
Belville (2) 8.45% 235,534 269,339 193,500
Boiling Spring Lakes (1) 4.37% 34,667 26,467 38,500
Brunswick County (2) 7.39% 256,866 44,542 42,330
Calabash (1) 8.33% 123,557 116,206 94,600
Oak Island (1) 10.97% 262,114 288,638 281,060
Ocean lIsle Beach (1) 10.25% 195,653 224,400 234,970
Shallotte (1) 7.74% 176,875 180,928 30,000
Southport (1) 10.68% 306,991 320,457 296,909
Sunset Beach (1) 6.56% 118,776 55,685 48,700
Buncombe
Asheville (9) 12.24% 3,823,126 3,567,085 3,198,674
Black Mountain (1) 9.56% 225,008 98,964 183,000
Weaverville (1) 6.07% 170,870 63,313 52,620
Woodfin (1) 4.50% 75,279 24,801 68,000
Burke
Morganton (1) 13.06% 375,798 452,189 403,510
Valdese (1) 4.72% 43,383 0 0




Local Distributions

rocal Profits (Law Enf., Alcohol Educ., County/Municipal)
ABC Boards by County Percent ll?)::tf:bBu(teif:rzz FY 2018 Forecast
(# of Stores) Profit For FY19
FY17
Cabarrus
Concord (6) 12.10% 1,785,851 689,479 795,000
Mount Pleasant (1) 4.33% 16,699 27,735 3,500
Caldwell
Granite Falls (1) 9.59% 68,878 112,263 59,100
Lenoir City (2) 9.75% 328,168 315,150 278,000
Camden County (2) 5.10% 64,567 70,015 35,200
Carteret County (6) 13.66% 1,808,941 1,596,939 1,149,100
Caswell County (4) 2.20% 63,808 64,368 55,529
Catawba County (11) 8.54% 1,396,849 1,037,961 1,017,950
Chatham County
Chatham County (3) 4.93% 112,134 120,462 122,770
Pittsboro (1) 10.94% 135,759 128,268 84,455
Siler City (1) 7.36% 98,521 53,251 55,000
Cherokee
Andrews (1) 1.16% -10,029 7,143 14,104
Murphy (1) 7.82% 215,273 159,000 118,000
Chowan County (1) 8.12% 94,856 123,606 80,000
Clay County (1) 9.83% 230,597 233,572 117,000
Cleveland
Kings Mountain (1) 9.12% 133,334 85,607 117,542
Shelby (2) 6.94% 310,921 321,074 355,500
Columbus
Brunswick (1) 5.76% 34,830 35,751 11,700
Lake Waccamaw (1) 6.63% 539 11,899 14,750
Tabor City (1) 11.85% 62,854 92,918 28,420
West Columbus (1) 1.59% 29,801 3,000 9,000
Whiteville (1) 6.91% 75,650 85,991 67,773
Craven County (5) 10.60% 965,054 839,689 835,000
Cumberland County (11) 11.04% 4,088,589 4,184,420 2,866,543
Currituck County (3) 10.72% 566,738 634,954 253,175
Dare County (5) 13.39% 2,306,562 2,045,533 2,440,125




| ocal Profits Local Distributions
(Law Enf., Alcohol Educ., County/Municipal)
ABC Boards by County Percent g?s)mbi?i?rrlz EY 2018 Forecast
(# of Stores) Profit FY17 For FY19
Davidson
Lexington (2) 12.69% 553,945 538,250 338,900
Thomasville (1) 9.86% 288,418 117,372 118,500
Davie
Cooleemee (1) | 2.96% 33,089 35,480] 18,500
Duplin
Kenansville (1) 5.43% 21,714 30,052 850
Wallace (1) 6.97% 138,717 117,133 164,730
Warsaw (1) 1.32% -1,717 8,469 0
Durham County (8) 11.21% 4,026,524 3,198,327 2,509,109
Edgecombe County (5) 7.27% 260,102 311,404 158,500
Forsyth
Triad Municipal (14) 11.97% 5,470,785 5,060,168 4,541,418
Franklin
Bunn (1) 5.20% 45,573 39,788 30,142
Franklinton (1) 9.14% 86,949 102,936 58,000
Louisburg (1) 4.76% 107,521 64,290 99,718
Youngsville (1) 8.52% 87,742 105,313 40,000
Gaston
Belmont (1)* 3.76% 0 5,700
Bessemer City (1) 0.17% 3,236 15,000 0
Cherryville (1) 2.56% 27,705 29,558 22,500
Cramerton (2) 2.96% 108,600 78,187 85,000
Gastonia (5) 9.79% 974,041 1,007,242 526,000




Local Distributions

rocal Profits (Law Enf., Alcohol Educ., County/Municipal)
ABC Boards by County Percent E:gtf: :bifif:r:z FY 2018 Forecast
(# of Stores) Profit For FY19
FY17
Mount Holly (1) 9.90% 264,580 242,768 200,170
Gates County (2) 0.43% -2,118 3,000 3,000
Granville County (2) 10.23% 437,486 129,857 123,000
Greene County (2) 1.88% 19,773 14,045 2,000
Guilford
Gibsonville (1) 6.96% 69,342 16,260 18,000
Greensboro (15) 11.47% 5,014,131 4,720,969 4,415,377
High Point (6) 10.93% 1,995,022 2,179,686 1,685,727
Halifax County (5) 5.65% 307,004 223,866 183,577
Harnett
Angier (1) 9.74% 139,994 69,128 103,127
Dunn (2) 6.69% 161,843 146,675 136,675
Lillington (1) 7.96% 143,728 11,597 117,560
Haywood
Canton (1) 4.10% 48,167 14,427 20,700
Maggie Valley (2) 4.29% 140,209 4,358 30,000
Waynesville (1) 10.09% 236,079 112,775 159,460
Henderson
Fletcher (1) 6.79% 135,238 85,449 181,180
Hendersonville (3) 8.42% 533,318 437,218 385,000
Laurel Park (1) 5.80% 71,409 67,580 65,100
Hertford County (3) 1.26% 41,939 68,670 56,187
Hoke County (2) 8.07% 188,254 110,074 42,000
Hyde County (2) 6.66% 51,553 25,522 27,800
Iredell
Mooresville (3) 14.69% 1,539,565 1,766,100 1,605,000
Statesville (2) 8.84% 536,393 578,074 252,632
Troutman (1) 6.96% 30,400 20,522 20,897
Jackson County (2) 12.16% 577,241 454,379 453,000
Johnston County (8) 11.17% 1,506,606 1,460,821 1,741,125
Jones County (3) 2.15% 28,094 500 0

Lee




Local Distributions

ocal Profits (Law Enf., Alcohol Educ., County/Municipal)
ABC Boards by County Percent E‘{:ﬂ:bifi?:: FY 2018 Forecast
(3 of Stores) Profit For FY19
FY17
Sanford (2) 7.78% 388,176 393,804 310,000
Lenoir County (3) 9.45% 384,806 378,335 242,800
Lincoln
Lincoln County (2) 13.61% 437,858 254,451 256,200
Lincolnton (2) 6.69% 33,603 195,346 199,100
Macon
Franklin (1) 2.54% 58,234 70,000 72,200
Highlands (1) 7.50% 109,363 75,000 124,306
Martin County (2) 7.42% 134,680 121,433 101,500
McDowell
Marion (2) 7.07% 157,151 168,990 174,500
Mecklenburg County (26) 14.91% 22,610,066 19,660,664 16,387,784
Mitchell
Spruce Pine (1) 7.02% 97,501 50,615 51,010
Montgomery (2) 3.20% 46,000 50,302 8,000
Moore County (4) 15.84% 1,662,125 1,114,060 1,268,452
Nash County (9) 10.06% 1,045,819 767,244 572,400
New Hanover County (8) 14.74% 6,342,810 5,284,960 5,562,811
Northampton County (4) 1.46% 16,962 0 621
Onslow County (6) 9.61% 1,654,044 996,549 1,202,500
Orange County (8) 5.33% 1,303,231 861,800 939,000
Pamlico County (2) 5.13% 85,785 61,115 42,500
Pasquotank County (1) 13.16% 446,807 393,366 324,500
Pender County (4) 7.60% 533,806 492,967 675,438
Perguimans
Hertford (1) 8.01% 83,280 88,754 43,400
Person County (2) 12.39% 345,282 393,949 297,000
Pitt County (8) 12.66% 2,389,488 1,870,358 1,480,000
Polk
Columbus (1) 3.86% 33,362 5,801 8,500
Tryon (1) 7.04% 16,352 2,565 19,100

Randolph




Local Distributions

rocal Profits (Law Enf., Alcohol Educ., County/Municipal)
ABC Boards by County Percent E::tf: :bi?ifc::: FY 2018 Forecast
(# of Stores) Profit For FY19
FY17
Asheboro (1) 9.43% 391,048 355,167 237,762
Liberty (1) 2.97% 38,147 25,102 23,160
Ramseur (1) -2.11% -8,496 0 2,500
Randleman (1) 10.21% 137,673 172,369 179,700
Richmond
Hamlet (1) 5.25% 61,412 54,055 58,000
Rockingham (2) 5.90% 174,811 141,182 58,300
Robeson
Fairmont (1) 1.54% 31,786 5,414 0
Lumberton (2) 5.17% 16,036 129,271 123,800
Maxton (1) 2.78% 9,819 0 0
Pembroke (1) 5.78% 72,228 61,785 46,500
Red Springs (1) 1.24% 6,648 1,223 0
Rowland (1) 0.92% 5,300 0 0
Saint Pauls (1) 6.34% 75,319 78,694 100,000
Rockingham
Eden (1) 5.95% 106,454 102,527 100,400
Madison (1) 6.18% 81,608 45,470 61,720
Reidsville (1) 6.89% 141,505 157,541 128,100
Rowan/Kannapolis (7) 4.95% 760,953 484,987 481,000
Rutherford
Forest City (1) 9.28% 183,557 219,388 217,000
Lake Lure (1) 4.08% 39,816 35,725 8,500
Rutherfordton (1) 1.34% 30,614 60,876 64,000
Sampson
Clinton (1) 13.15% 290,420 270,532 230,396
Newton Grove (1) 2.74% 12,534 7,775 10,000
Roseboro (1) 5.84% 37,768 20,105 13,000
Scotland County (1) 5.91% 134,410 126,699 78,440
Stanly
Albemarle (1) 14.13% 342,846 333,291 278,000
Locust (1) 5.53% 76,761 30,424 36,877




| ocal Profits

Local Distributions
(Law Enf., Alcohol Educ., County/Municipal)

ABC Boards by County Percent g?:{:i[bii?rzz FY 2018 Forecast
(# of Stores) Profit For FY19
FY17
Norwood (1) 3.53% 15,835 1,299 1,100
Stokes
Walnut Cove (1) 5.38%| 27,914 38,603 26,783
Surry
Dobson (1) 3.38% 24,268 17,792 9,041
Mount Airy (1) 6.94% 162,429 155,973 156,867
Pilot Mountain (1) 6.85% 75,270 5,018 41,600
Yadkin Valley (1) 8.64% 146,066 12,881 18,100
Swain
Bryson City (1) 9.44% 184,233 209,000/ 169,950
Transylvania
Brevard (2) 8.17% 293,001 303,674 226,867
Tyrrell County (1) 2.87% 19,702 0 1,075
Union
Indian Trail (1) 11.12% 410,180 380,500 230,000
Monroe (1) 10.75% 449,515 560,908 464,600
Waxhaw (1) 8.60% 252,938 226,000 247,000
Wingate (1) 8.18% 102,815 64,834 50,929
Vance County (1) 6.60% 250,121 152,762 117,540
Wake County (24) 16.12% 21,224,674 17,305,692 12,255,000
Warren County (2) 7.35% 169,062 13,751 13,000
Washington County (1) 5.07% 31,321 64,980 4,000
Watauga
Blowing Rock (1) 9.62% 176,430 124,931 80,000
Boone (1) 12.27% 808,344 604,981 621,930
Wayne County (5) 7.71% 709,780 246,138 386,419
Wilkes
North Wilkesboro (1) 0.06% 13,545 0 14,000
Wilkesboro (2) 1.30% 5,961 0 55,500
Wilson County (6) 7.92% 550,900 424,673 418,000
Yancey
Burnsville (1) 7.03% 69,167 5,788| 7,000




Local Distributions

ocal Profits (Law Enf., Alcohol Educ., County/Municipal)
ABC Boards by County Percent g::’fgbi;?r:: FY 2018 Forecast
(# of Stores) Profit For FY19
FY17
TOTALS 11.44% 119,658,156 102,207,208 87,104,116

* Belmont opened December 2018
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House Committee on Alcoholic Beverage Control
Tuesday, March 19, 2019 at 3:00 PM
Room 1228/1327 of the Legislative Building

MINUTES

The House Committee on Alcoholic Beverage Control met at 3:00 PM on March 19, 2019 in
Room 1228/1327 of the Legislative Building. Representatives Alexander, Boles, Dahle, Fisher,
Hardister, Hurley, Lucas, McGrady, Meyer, B. Turner, Willingham, Yarborough, and Zachary
attended.

Representative Chuck McGrady, Chair, presided and called the meeting to order at 3:03 p.m.

The Chair informed the committee that the order of the agenda had changed and they would take
up Senate Bill 11, ABC Regulation and Reform first in order to leave a majority of the time for
the initial introduction of the second bill, House Bill 91, ABC Laws Modernization/PED Study.
The Chair, then, recognized the Sergeant at Arms and Pages in attendance.

The following bills were considered:
SB 11 ABC Regulation and Reform. (Senator Wells)

HB 91 ABC Laws Modernization/PED Study. (Representatives McGrady, Boles, Horn,
Willingham)

The Chair introduced Senator Andy Wells, the bill sponsor of S11, ABC Regulation and Reform,
to explain the bill. After the introduction of the bill, the chair opened the floor for questions and

discussion. Representative Lucas made a motion for a favorable report of S11 and serial referral

to Rules. The motion passed.

The Chair recognized Carol Shaw, clerk and evaluator with the Program Evaluation Division, to
introduce H91, ABC Laws Moderization/PED Study [See Attachments for presentation]. At
the conclusion of her presentation, the chair opened the floor for questions and discussion.

The Chair thanked Carol Shaw for her presentation and reiterated that the chairs will have further
discussion on the bill at a future meeting and opened the floor for public comment. Former
Representative Gary Pendleton asked to speak against Sunday sales that is contained in the report
and in support of ABC board mergers. Representative Frank Iler stated he had concerns over
ABC board mergers and how it can be done with fairness to all impacted towns.

There being no further business, the meeting adjourned at 3:56 p.m.

A K fla iinhask, Aptres

Representative Chuck McGrady_.L(l hair Kimberly Nepfine, Committee Clerk
Presiding







Updated #1:

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2019-2020 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Tuesday, March 19,2019

TIME: 3:00 PM
LOCATION: 1228/1327 LB
COMMENTS:

Rep. Chuck McGrady presiding

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 91 ABC Laws Modernization/PED Study. Representative McGrady
[FOR DISCUSSION ONLY] Representative Boles

Representative Horn
Representative Willingham
SB11 ABC Regulation and Reform. Senator Wells

\

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

[ hereby certify this notice was filed by the committee assistant at the following offices at 3:58 PM on
Tuesday, March 12, 2019.

___ Principal Clerk
____Reading Clerk — House Chamber

Kimberly Neptune (Committee Assistant)






NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2019-2020 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Tuesday, March 19, 2019

TIME: 3:00 PM

LOCATION: 1228/1327 LB

COMMENTS: Rep. Chuck McGrady presiding

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 2:49.PM on
Tuesday, March 12, 2019.

___ Principal Clerk
____Reading Clerk — House Chamber

Kimberly Neptune (Committee Assistant)






House Committee on Alcoholic Beverage Control
Tuesday, March 19, 2019, 3:00 PM
1228/1327 Legislative Building

AGENDA
Welcome and Opening Remarks
Introduction of Pages
Bills
BILL NO. SHORT TITLE SPONSOR
HB 91 ABC Laws Modernization/PED Study. Representative McGrady
[FOR DISCUSSION ONLY] Representative Boles
Representative Horn
Representative Willingham
SB 11 ABC Regulation and Reform. Senator Wells
Presentations

Carol Shaw of Program Evaluation Division will present H91 PED Study

Other Business

Adjournment






NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT
Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

FAVORABLE AND RE-REFERRED

SB 11 (CS#1) ABC Regulation and Reform.
Draft Number: None
Serial Referral: ~ REGULATORY REFORM
Recommended Referral: RULES, CALENDAR, AND

OPERATIONS OF THE HOUSE
Long Title Amended: No
Floor Manager: McGrady

TOTAL REPORTED: 1
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SENATE BILL 11:
ABC Regulation and Reform.

2019-2020 General Assembly

Committee: Senate Rules and Operations of the Senate Date: February 14, 2019
Introduced by: Sen. Wells . Prepared by: Susan Sitze*
Analysis of: Second Edition Staff Attorney

OVERVIEW: Senate Bill 11 would:

> increase the maximum fines for violations of the ABC laws involving acts of violence,
controlled substance, or prostitution occurring upon the premises, and for these types of
violations, authorize the ABC Commission (Commission) to impose conditions on the
operating hours of a business;

> require second or third violations to occur within three years in order to result in the
imposition of fines;

> increase from $5,000 to $10,000 the maximum amount the Commission can accept in
compromise in lieu of a permit revocation for certain violations;

> repeal the Commission's authority to issue a permit to a person at least 19 years old who
is a manager of a business, thereby requiring all persons to be at least 21 years old to
obtain an ABC permit;

> allow permittees to seek review of Commission permit decisions before an administrative
law judge;

> modify the Commission's authority to summarily suspend or revoke a permit upon
receiving certain information regarding an undercover investigation

> change the definition of a "private club" to include only establishments that are 501(c)
businesses and that have been in operation for at least 12 months before applying for an
ABC permit;

» create a new definition of "private bar'’;

> exempt "private bars,” as newly defined, from regulation as a food and lodging
establishment in the same way that "private clubs' are exempt from such regulation;
and

> provide that permits issued to "private clubs," as defined before this act becomes law,
would be grandfathered and eligible for renewal as a private bar or a private club, as
applicable under the new definitions of those terms.

Karen Cochrane-Brown Legislative _Analysis
Director Division
s11-SMSA-2 E2 =-V-6 (919) 733-2578

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.
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CURRENT LAW AND BILL ANALYSIS:

Under current law, the ABC Commission is authorized to take any of the following actions against a
permittee for violations of the ABC laws:

* Suspend the permittee's permit for a specified period of up to 3 years

* Revoke the permittee's permit

 Fine the permittee up to $500 for the first violation, up to $750 for a second violation, and up to
$1,000 for a third violation

* Suspend the permittee's permit and impose a fine

Section 1 would provide that a permittee's second or third violation would have to occur within three years
of the previous violation in order to result in a fine.

In addition, Section 1 would provide that for violations of the ABC laws involving acts of violence or the
violation of the controlled substances or prostitution statutes occurting on the licensed premises, the
maximum fines would be increased to $750 for a first violation, $1,000 for a second violation within three
years, and $1,250 for a third violation within three years. In addition to a fine, the Commission would
also be authorized to impose conditions on the operating hours of the business for these types of violations.

Under current law, in any case when the Commission is entitled to suspend or revoke a permit, the
Commission may accept from the permittee an offer in compromise to pay a penalty of not more than
$5,000. The Commission may accept the compromise or revoke the permit, but not both. Section 1 would
increase the maximum amount of a compromise offer from $5,000 to $10,000 for violations involving
acts of violence or violation of the controlled substances or prostitution statutes occurring on the licensed
premises,

Section 2 would:

* Repeal the Commission's current authority to issue permits to 19 year olds who are managers of
a business, thereby requiring a person to be at least 21 years old to obtain a permit.

e Require the manager of every business establishment operated by a corporation to qualify for
receiving an ABC permit in order for that business to receive an ABC permit, by removing the
current exception to that requirement for establishments with only off-premises permits for malt
beverage, unfortified wine, or fortified wine.

* Provide that if none of the other persons listed in the statute amended by this bill section is a
manager or person otherwise responsible for the day-to-day operations of the business, any
manager or person otherwise responsible for the day-to-day operation of the business must qualify
for receiving an ABC permit in order for that business to receive an ABC permit.

Section 3 would condense several criteria for determining whether an applicant and business location are
suitable to hold an ABC permit into one subdivision.

Section 4 would provide that if the Commission revokes or suspends an ABC permit on the basis that the
location occupied by the permittee is no longer a suitable place to hold ABC permits or that the operation
of the business with a permit is detrimental to the neighborhood, a permittee could seek review of that
action by an Administrative Law Judge. Under current law, the final decision making authority over ABC
permit revocations or suspensions due to the unsuitability of a business location resides with the
Commission.
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SENATE BILL 11
Judiciary Committee Substitute Adopted 2/13/19
Third Edition Engrossed 2/19/19

Short Title: ABC Regulation and Reform. (Public)
Sponsors:
Referred to:
February 4, 2019
A BILL TO BE ENTITLED

AN ACT TO STRENGTHEN THE PERMITTING ENFORCEMENT AUTHORITY OF THE
ABC COMMISSION AND TO MAKE OTHER CHANGES TO THE ABC LAWS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 18B-104 reads as rewritten:
"§ 18B-104. Administrative penalties.
(a) Penalties. — For any violation of the ABC laws, the Commission may take any of the
following actions against a permittee:

(1) Suspend the permittee's permit for a specified period of time not longer than
three years:years.

(2)  Revoke the permittee's permritzpermit,

3) For all violations not listed in subdivision (3a) of this subsection. fineFine the
permittee up to five hundred dollars ($500.00) for the first violation, up to
seven hundred fifty dollars ($750.00) for the second ¥ielatiensviolation within
three years, and up to one thousand dollars ($1,000) for the third viedation:
erviolation within three years of the first violation.

(3a)  If the violations involve acts of violence, controlled substances. or prostitution
occurring on the licensed premises. fine the permittee up to seven hundred
fifty dollars ($750.00) for the first violation, up to one thousand dollars
($1.000) for a second violation within three years, and up to one thousand two
hundred fifty dollars ($1.250) for a third violation within three years of the
first violation. Additionally. the Commission may impose conditions on the
operating hours of the business for violations listed in this subdivision.

4 Suspend the permittee's permit under subdivision (1) and impose a fine under

subdivision 3%(3) or (3a).

(b1) Compromise for Certain Egregious Violations. — In any case in which there are two
or more violations within three vears in which the Commission is entitled to suspend or revoke
a permit, the Commission may accept from the permittee an offer in compromise to pay a penalty
of not more than ten thousand dollars ($10.000) if the violations involve any of the following

acts:
a Acts of violence occurring on the licensed premises.
2) The permittee or the permittee's agent or employee knowingly allowing any
violation of the controlled substances or prostitution statutes on the licensed

premises.
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The Commission may also impose conditions on the operating hours of the business as part
of a compromise pursuant to this subsection. The Commission may either accept a compromise
or revoke a permit. but not both. The Commission may accept a compromise and suspend the
permit in the same case.

SECTION 2. G.S. 18B-900 reads as rewritten:
"§ 18B-900. Qualifications for permit.
(a) Requirements. — To be eligible to receive and to hold an ABC permit, a person must
satisfy all of the following requirements:

(1) Be atleast 21 years eld—uitless-the-person-is-a-manager-of-a-business-in-which
case-the-person-shal-be-atdeast+9-years-old.

(c) Who Must Qualify; Exceptions. — For an ABC permit to be issued to and held for a
business, each of the following persons associated with that business must qualify under
subsection (a):

(1) The owner of a sole proprietership:proprietorship.
(2)  Each member of a firm, association or general partnershipzpartnership.

(2a)  Each general partner in a limited pattnership;partnership.
(2b)  Each manager and any member with a twenty-five percent (25%) or greater

interest in a limited liability eempany;company.

3) Each officer, director and owner of twenty-five percent (25%) or more of the
stock of a corporation except that the requirement of subdivision (a)(1) does
not apply to such an officer, director, or stockholder unless he or she is a
manager or is otherwise responsible for the day-to-day operation of the

business:business.
@) The manager of an establishment operated by a eerporation-other—than-an
%f&bh&hmeﬂHﬂ%h—eﬁlyLeFpreﬁmeﬁnMevemge—eﬁﬁmﬁesﬂﬂfeﬁmed

wineror-off-premisesfortified-wine-permits;corporation.

(5)  Any manager who has been empowered as attorney-in-fact for a nonresident
individual or partnership.

(6)  Any manager or person otherwise responsible for the day-to-day operation of
the business. if none of the persons listed in subdivisions (1) through (5) of
this_subsection are a manager or person otherwise responsible for the
day-to-day operation of the business.

SECTION 3. G.S. 18B-901 reads as rewritten:
"§ 18B-901. Issuance of permits.

() Factors in Issuing Permit. — Before issuing a permit, the Commission shall be satisfied
that the applicant is a suitable person to hold an ABC permit and that the location is a suitable
place to hold the permit for which the applicant has applied. To be a suitable place, the local
governing body shall return a Zoning and Compliance Form to the Commission on a form
provided by the Commission to show the establishment is in comphance with all applicable
building and fire codes and, if applicable, has been notified that it is located in an Urban
Redevelopment Area as defined by Article 22 of Chapter 160A of the General Statutes and as
required by G.S. 18B-904(e)(2). Other factors the Commission shall consider in determining
whether the applicant and the business location are suitable are all of the following:

1) The reputation, character, and criminal record of the applicant.

& M&MM&MHW%@%&%%&%MM
)
& Kﬁadﬁ—eﬁbiﬂﬁesse&a#e&dyﬂﬂ—ﬂmwrghbemee&

Page 2 Senate Bill 11-Third Edition




—
SOV o0~ W AW —

[am—y
—

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51

General Assembly Of North Carolina Session 2019

Vl(e)

"

Zoning taws:laws, the number of places already holding ABC permits within

the neighborhood. parking facilities and traffic _conditions in the
neighborhood. types of businesses already in the neighborhood. and whether
the establishment is located within 50 feet of a church. public school, or any
nonpublic school as defined in Part | or Part 2 of Article 39 of Chapter 115C
of the General Statutes.

SECTION 4. G.S. 18B-904(e) reads as rewritten:
Business or Location No Longer Suitable. —

(1)

2

€)

T—he—If the Comm1ss1on ma-y-stmpeﬂd—e;-teveke—&—peﬂmt—tssued—b%ﬁ%%

ﬁnds that the location occupled by the perm1ttee is no longer a su1table place
to hold ABC perm1ts or that the operation of the business with an ABC permit
at that location is detrimental to the neighberheed:neighborhood. the
Commission may commence a contested case under Chapter 150B of the
General Statutes for the suspension or revocation of a permit issued by it.

The Commission shall suspend or revoke a permit issued by it if a permittee
is in violation of G.S. 18B-309. Notwithstanding sabémaeﬂ—{e}&l—)—ef—t-lﬁs
seetion—G.S. 18B-906. the Commission shall, by order and without prlor
hearing, summarily suspend or revoke a permit issued by it if a permittee is in
violation of G.S. 18B-309(c) when, prior to the period of time for which the
audit is to be conducted, the city council has filed information designating the
location of the Urban Redevelopment Area as required under G.S. 18B-309(a)
and has provided actual notice to permittees located in the Urban
Redevelopment Area that they are located in such an area and must abide by
G.S. 18B-309(c). Upon entry of a summary order under this subdivision, the
Commission shall promptly notify all interested parties that the order has been
entered and of the reasons therefore. The order will remain in effect until it is
modified or vacated by the Commission. The permittee may, within 30 days

after recelpt of notice of the order make—wmﬂ%q&est—t&the—eemmﬁﬂeﬂ

General

med—:frg,‘—rﬁs—pfeweus—eetmﬂlatutes for the reversal or modifi catlon of the

Commission's order.

Netwithstanding—G-S—-8B-906-If the Commission shatl-reveke—a—permit
3 o S A O O 1o saith RO PR T e apter NRB-6 o

eireumstances—itfinds evidence that the permittee or the permittee's employee
has been found responsible by a court of competent jurisdiction or the
Commission for two or more violations on separate dates of knowingly
allowing a violation of the gambling, disorderly conduct, prostitution,
controlled substance, or felony criminal counterfeit trademark laws as those
offenses are prohibited pursuant to G.S. 18B-1005(a)(2), (a)(3), or (b),
G.S. 18B-1005.1, or G.S. 80-11.1(b)(2) or (3), at a single ABC-licensed
premises within a 12-month peried-period. the Commission may commence
a contested case under Chapter 150B of the General Statutes for the revocation
of a permit issued by it. The permittee and the owner of the property have the

Senate Bill 11-Third Edition Page 3
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Page 4

“)

responsibility to monitor the conduct on the licensed premises pursuant to
G.S. 18B-1005(b) and G.S. 19-1. Revocation of permits pursuant to this
subdivision shall only apply to the permits issued to the location where the
violations occurred.

Notwithstanding G.S. 18B-906, the Commission shat-immediatel-shall, by
order and without prior hearing, summarily suspend or revoke permits issued

by it for-a-peried-of 30-days-if both of the following apply:

Alcohol Law Enforcement agents or local ABC Board officers provide
advance-netiee-te-have consulted with the Commission Legal Division
staff efregarding the ongoing undercover eperation-operation and the
sufficiency of the evidence gathered at the time of the consultation.

b. Upon execution of the search warrant resulting from the undercover
operation, five or more persons are criminally charged with violations
of the gambling, assault, disorderly conduct, prostitution, controlled
substance, or felony criminal counterfeit trademark laws.

Upon entry of a summary order under this subdivision, the Commission shall

promptly notify the permittee that the order has been entered and of the

reasons therefore. The order shall remain in effect until it is modified or
vacated by the Commission. The permittee may, within 30 days after receipt
of notice of the order, commence a contested case under Chapter 150B of the

General Statutes for reversal or modification of the Commission's order."

SECTION 5. G.S. 18B-1000 reads as rewritten:
"§ 18B-1000. Definitions concerning establishments.
The following requirements and definitions shall apply to this Chapter:

% ;l.a)

Private bar. — An establishment that is organized and operated as a for-profit
entity and that is not open to the general public but is open only to the members
of the organization and their bona fide guests for the purpose of allowing its
members and their guests to socialize and engage in recreation.

(%)

SECTION 6. G.S. 18B-1001 reads as rewritten:
"§ 18B-1001. Kinds of ABC permits; places eligible.

When the issuance of the permit is lawful in the jurisdiction in which the premises are located,
the Commission may issue the following kinds of permits:

(D

Private club. — An establishment that is-organized-and-eperated-seleh-fora

of-its-membership-on-the-basis-ofreligion—shall-be-eligible—to—receive-any
permitissued-underthis-Chapter-qualifies under Section 501(c) of the Internal

Revenue Code of 1954, as amended. 26 U.S.C. § 501(c). and that has been in
operation for a minimum of 12 months prior to application for an ABC permit.

On-Premises Malt Beverage Permit. — An on-premises malt beverage permit
authorizes (i) the retail sale of malt beverages for consumption on the
premises, (ii) the retail sale of malt beverages in the manufacturer's original
container for consumption off the premises, and (iii) the retail sale of malt
beverages in a cleaned and sanitized container that is filled or refilled and
sealed for consumption off the premises and that identifies the permittee and

Senate Bill 11-Third Edition
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)

the date the container was filled or refilled. It also authorizes the holder of the
permit to ship malt beverages in closed containers to individual purchasers
inside and outside the State. The permit may be issued for any of the
following:

k. Private bars.

On-Premises Unfortified Wine Permit. — An on-premises unfortified wine
permit authorizes (i) the retail sale of unfortified wine for consumption on the
premises, either alone or mixed with other beverages, (ii) the retail sale of
unfortified wine in the manufacturer's original container for consumption off
the premises, and (iii) the retail sale of unfortified wine dispensed from a tap
connected to a pressurized container utilizing carbon dioxide or similar gas
into a cleaned and sanitized container that is filled or refilled and sealed for
consumption off the premises and that identifies the permittee and the date the
container was filled or refilled. The permit also authorizes the permittee to
transfer unfortified wine, not more than four times per calendar year, to
another on-premises unfortified wine permittee that is under common
ownership or control as the transferor. Except as authorized by this
subdivision, transfers of wine by on-premises unfortified wine permitees,
purchases of wine by a retail permittee from another retail permittee for the
purpose of resale, and sale of wine by a retail permittee to another retail
permittee for the purpose of resale are unlawful. In addition, a particular brand
of wine may be transferred only if both the transferor and transferee are
located within the territory designated between the winery and the wholesaler
on file with the Commission. Prior to or contemporaneous with any such
transfer, the transferor shall notify each wholesaler who distributes the
transferred product of the transfer. The notice shall be in writing or verifiable
electronic format and shall identify the transferor and transferee, the date of
the transfer, quantity, and items transferred. The holder of the permit is
authorized to ship unfortified wine in closed containers to individual
purchasers inside and outside the State. Orders received by a winery by
telephone, Internet, mail, facsimile, or other off-premises means of
communication shall be shipped pursuant to a wine shipper permit and not
pursuant to this subdivision. The permit may be issued for any of the
following:

L Private bars.

On-Premises Fortified Wine Permit. — An on-premises fortified wine permit
authorizes the retail sale of fortified wine for consumption on the premises,
either alone or mixed with other beverages, and the retail sale of fortified wine
in the manufacturer’s original container for consumption off the premises. The
permit also authorizes the permittee to transfer fortified wine, not more than
four times per calendar year, to another on-premises fortified wine permittee
that is under common ownership or control as the transferor. Except as
authorized by this subdivision, transfers of wine by on-premises fortified wine
permittees, purchases of wine by a retail permittee from another retail
permittee for the purpose of resale, and sale of wine by a retail permittee to
another retail permittee for the purpose of resale are unlawful. In addition, a
particular brand of wine may be transferred only if both the transferor and

Senate Bill 11-Third Edition Page 5



Pk
OO 01NN W=

PR DB PR W WLWWLWWLWWLWWNNNMNNNNNNDN — — e e e e — e
WN’—‘O\OOQ\IO\M-PUJN'—‘O\OOO\]O\M-BWN’—‘O\DOO\]O\M-PWN'—‘

44
45
46
47
48
49
50
51

General Assembly Of North Carolina Session 2019

H(a)

Page 6

™)

@®)

(10)

transferee are located within the territory designated bet ween the winery and
the wholesaler on file with the Commission. Prior to or contemporaneous with
any such transfer, the transferor shall notify each wholesaler who distributes
the transferred product of the transfer. The notice shall be in writing or
verifiable electronic format and shall identify the transferor and transferee, the
date of the transfer, quantity, and items transferred. The holder of the permit
is authorized to ship fortified wine in closed containers to individual
purchasers inside and outside the State. Orders received by a winery by
telephone, Internet, mail, facsimile, or other off-premises means of
communication shall be shipped pursuant to a wine shipper permit and not
pursuant to this subdivision. The permit may be issued for any of the
following:

g Private bars.

Brown-Bagging Permit. — A brown-bagging permit authorizes each individual
patron of an establishment, with the permission of the permittee, to bring up
to eight liters of fortified wine or spirituous liquor, or eight liters of the two
combined, onto the premises and to consume those alcoholic beverages on the
premises. The permit may be issued for any of the following:

£, Private bars.

Special Occasion Permit. — A special occasion permit authorizes the host of a
reception, party or other special occasion, with the permission of the
permittee, to bring fortified wine and spirituous liquor onto the premises of
the business and to serve the same to his guests. The permit may be issued for
any of the following:

f. Private bars.

Mixed Beverages Permit. — A mixed beverages permit authorizes the retail
sale of mixed beverages for consumption on the premises. The permit also
authorizes a mixed beverages permittee (i) to obtain a purchase-transportation
permit under G.S. 18B-403 and 18B-404, (ii) to obtain an antique spirituous
liquor permit under subdivision (20) of this section, and (iii) to use for culinary
purposes spirituous liquor lawfully purchased for use in mixed beverages. The
permit may be issued for any of the following:

i Private bars.

SECTION 7. G.S. 130A-247 is amended by adding a new subdivision to read:

u(lb)

"Private bar" is as defined in G.S. 18B-1000(4a)."

SECTION 8. G.S. 130A-248(a) reads as rewritten:

For the protection of the public health, the Commission shall adopt rules governing
the sanitation of establishments that prepare or serve drink or food for pay and establishments
that prepare and sell meat food products or poultry products. However, any establishment that
prepares or serves food or drink to the public, regardless of pay, shall be subject to the provisions
of this Article if the establishment that prepares or serves food or drink holds an ABC permit, as
defined in G.S. 18B-101, meets any of the definitions in G.S. 18B-1000, and does not meet the
definition of a private bar as provided in G.S. 130A-247(1b) or a private club as provided in
G.S. 130A-247(2)."

Senate Bill 11-Third Edition



0 ~1I NN B W~

General Assembly Of North Carolina Session 2019

SECTION 9. G.S. 130A-250 is amended by adding a new subdivision to read:

"(4a) Private bars."

SECTION 10. Section 1 of this act becomes effective October 1, 2019. Sections 2,
5, and 6 of this act are effective when they become law and apply to new permits issued on or
after that date. Permits issued to private clubs as defined in G.S. 18B-1000(5) prior to the
effective date of this act shall be grandfathered and may remain in effect and eligible for renewal
as a private bar under G.S. 18B-1005(4a) or a private club under G.S. 18B-1005(5), as applicable,
notwithstanding Section 5 of this act. The remainder of this act is effective when it becomes law.

Senate Bill 11-Third Edition Page 7
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HOUSE BILL 91:
ABC Laws Modernization/PED Study.

2019-2020 General Assembly

Committee: House Alcoholic Beverage Control. If Date: March 19, 2019
favorable, re-refer to Finance. If favorable, re-
refer to Rules, Calendar, and Operations of the

House
Introduced by: Reps. McGrady, Boles, Horn, Willingham Prepared by: Susan Sitze
Analysis of: First Edition Staff Attorney

OVERVIEW: House Bill 91 would enact recommendations of the Joint Legislative Program
Evaluation Oversight Committee which would make the following changes to the Alcoholic Beverage
Control (ABC) laws:

o Require the merger of ABC systems located in a county with two or more ABC systems.
e Repeal the purchase-transportation permit requirement for spirituous liquor.

e Require the ABC Commission to submit a quarterly report on its process for obtaining a contract
for State warehouse services.

o Allow the purchase of individual bottles when placing a special order of spirituous liquor.

o Allow local ABC Boards to charge a delivery fee when delivering spirituous liquor to mixed
beverage permittees.

e Allow local governments the option of operating ABC stores on Sundays.

o Allow spirituous liquor tastings at ABC stores.

[As introduced, this bill was identical to S87, as introduced by Sens. Waddell, Wells, which is
currently in Senate Rules and Operations of the Senate.]

BILL ANALYSIS:

Part I of the bill would require counties with two or more ABC systems to merge into one ABC system
by June 30, 2021. Any new ABC system established by election in a county where an ABC board is
already in existence would be required to merge its board with the existing ABC board.

Part II of the bill would repeal the purchase-transportation permit requirement for fortified wine and
spirituous liquor and would allow any amount to be purchased and transported. Under current law, G.S.
18B-303 prohibits the purchase or transportation of more than 8 liters of fortified wine or spirituous liquor,
or 8 liters of the two combined without a purchase-transportation permit. With a purchase-transportation
permit issued under G.S. 18B-403, a person can purchase and transport up to 40 liters of fortified wine or
spirituous liquor, or 40 liters of the two combined and a mixed beverage permittee can purchase and
transport the amount of fortified wine or spirituous liquor specified on the purchase-transportation permit.
This part would become effective July 1,2019, and apply to fortified wine and spirituous liquor purchased

on or after that date.

Xaren Cochrane-Brown Legislative .Analyszs
Director Division
H91-sSMSA=-13 E1 —-V-2 919-733-2578

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.
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Part III of the bill would require the ABC Commission to make quarterly reports, beginning October 1,
2019, to the chairs of the Joint Legislative Oversight Committee on Justice and Public Safety detailing the
progress made in bidding and selecting an independent contractor for the receipt, storage, and distribution
of spirituous liquor at and from the State warehouse.

Part IV of the bill would authorize ABC stores to allow the purchase of individual bottles of spirituous
liquor purchased through the special order process, and to sell in store any bottles received in excess of
what was purchased by the requesting customer. The Commission may establish and charge a fee to a
customer for special orders. This part would become effective July 1, 2019, and apply to special orders
placed on or after that date.

Part V of the bill would allow local ABC boards to charge a delivery fee sufficient to cover actual costs
if it provides delivery of spirituous liquor to mixed beverage permittees. This part would become effective
July 1, 2019, and apply to deliveries made on or after that date.

Part VI of the bill would allow counties and cities to adopt an ordinance allowing ABC stores under their
operation to be open and selling alcoholic beverages on Sundays. A county or city must consult with its
county or city ABC board before adopting an ordinance. This part would become effective July 1, 2019.

Part VII of the bill would authorize spirituous liquor tastings to be held in ABC stores. This part would
become effective July 1, 2019.

Part VIII of the bill would require the ABC Commission to amend its rules consistent with the provisions
of this bill.

EFFECTIVE DATE: Except as otherwise provided, this act would be effective when it becomes law.
BACKGROUND:
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HOUSE BILL 91*
Short Title: ~ ABC Laws Modernization/PED Study. (Public)

Sponsors: Representatives McGrady, Boles, Horn, and Willingham (Primary Sponsors).
For a complete list of sponsors, refer to the North Carolina General Assembly web site.

Referred to:  Alcoholic Beverage Control, if favorable, Finance, if favorable, Rules, Calendar,
and Operations of the House

February 19, 2019

A BILL TO BE ENTITLED

AN ACT TO REQUIRE THE MERGER OF ABC SYSTEMS LOCATED IN A COUNTY
WITH TWO OR MORE ABC SYSTEMS; TO REPEAL THE
PURCHASE-TRANSPORTATION PERMIT REQUIREMENT FOR SPIRITUOUS
LIQUOR; TO REQUIRE THE ABC COMMISSION TO SUBMIT A QUARTERLY
REPORT ON ITS PROCESS FOR OBTAINING A CONTRACT FOR STATE
WAREHOUSE SERVICES; TO ALLOW THE PURCHASE OF INDIVIDUAL BOTTLES
WHEN PLACING A SPECIAL ORDER OF SPIRITUOUS LIQUOR; TO ALLOW LOCAL
ABC BOARDS TO CHARGE A DELIVERY FEE WHEN DELIVERING SPIRITUOUS
LIQUOR TO MIXED BEVERAGES PERMITTEES; TO ALLOW LOCAL
GOVERNMENTS THE OPTION OF OPERATING ABC STORES ON SUNDAYS; AND
TO ALLOW SPIRITUOUS LIQUOR TASTINGS AT ABC STORES, AS
RECOMMENDED BY THE JOINT LEGISLATIVE PROGRAM EVALUATION
OVERSIGHT COMMITTEE.

The General Assembly of North Carolina enacts:

PART I REQUIRE CONSOLIDATION IN COUNTIES WITH MULTIPLE ABC
SYSTEMS
SECTION 1.(a) By June 30, 2021, to ensure that no county has multiple ABC
systems, all ABC systems located in a county with two or more ABC systems shall merge in
accordance with the requirements set forth in G.S. 18B-703. Notwithstanding the provisions of
any local act, this section applies to all ABC systems. For purposes of this section, the term "ABC
system" is as defined in G.S. 18B-101.
SECTION 1.(b) G.S. 18B-700 is amended by adding a new subsection to read:
"(c1) Limit on Number of Boards. — Notwithstanding any provision of law to the contrary,
there shall be no more than one local ABC board in each county. If a jurisdiction holds an ABC
store election under G.S. 18B-602(g). the establishment of ABC stores is approved, and the
iurisdiction that held the election is located in a county where an ABC board is already in
operation, the jurisdiction that held the election shall merge its local ABC board with the existing
ABC board in accordance with G.S. 18B-703. Nothing in this subsection shall be construed as
prohibiting a local ABC board from serving multiple cities, counties, or cities and counties."
SECTION 1.(¢) G.S. 18B-703(e) reads as rewritten:
"(e) Dissolution. — With the approval of the Commission, and subject to the limitation set
forth in G.S. 18B-700(c1). the cities or counties that have merged their ABC systems may

*

* H9 1 -V -1
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dissolve the merged operation at any time and resume their prior separate eperations-operations
or merge with a different ABC system in accordance with the requirements of this section."

SECTION 1.(d) Subsections (b) and (c) of this section become effective June 30,
2021. The remainder of this section is effective when it becomes law.

PART II. REPEAL PURCHASE-TRANSPORTATION PERMIT REQUIREMENT FOR
SPIRITUOUS LIQUOR
SECTION 2.(a) G.S. 18B-303 reads as rewritten:
"§ 18B-303. Amounts of alcoholic beverages that may be purchased.
(a) Purchases Allowed. — Without a permit, a person may purchase at one time:

(4)  Net-meore-than-eightJiters-of-eitherfortified-Fortified wine er-and spirituous
hquer-ereightliters-of the two-eombined-liquor in any amount.

© Greater Amounts. — Amounts of alcoholic beverages greater than those listed in
subdivistons—subdivision (a)(3) and—~(a)}4)-may be purchased with a purchase-transportation
permit under G.S. 18B-403."

SECTION 2.(b) G.S. 18B-403 reads as rewritten:
"§ 18B-403. Purchase-transportation permit.

(a) Amounts. — With a purchase-transportation permit, a person may purchase and
transport an amount of alcoholic beverages greater than the amount specified in G.S. 18B-303(a).
A permit authorizes the holder to transport from the place of purchase to the destination within
North Carolina indicated on the permit at one time the following amount of alcoholic beverages:
(1) A maximum of 100 liters of unfortified wine;wine.

&

@  fortified —wi T i s ied o

(e) Restrictions on Permit. — A purchase may be made only from the store named on the
permit. One copy of the permit shall be kept by the issuing person, one by the purchaser, and one
by the store from which the purchase is made. The purchaser shall display his copy of the permit

to any law- enforcement ofﬁcer upon requestﬂﬁ—pe%FeFﬂie—p&Fehaqe—&ﬁd—tmﬂﬂaeﬂaueﬂ-ef

(g) Special Occasion Purchase-Transportation Permit. — When a person holds a special
occasion for which a permit under G.S.18B-1001(8) or (9) is required, the
purchase-transportation permit issued to him may prov1de for the storage at and transportatlon to
and from the site of the special occasion of unfortified
wine for a period of no more than 48 hours before and after the spe01a1 occasion. The
purchase-transportation permit authorizes that person to transport only the amounts of those
alcoholic beverages authorized by subsection (a). The Commission may adopt rules to govern
issuance of these extended purchase-transportation permits."

SECTION 2.(c) This section becomes effective July 1, 2019, and applies to fortified
wine and spirituous liquor purchased on or after that date.

PART III. ABC COMMISSION/QUARTERLY REPORT ON PROCESS FOR
OBTAINING A CONTRACT FOR STATE WAREHOUSE SERVICES

SECTION 3.(a) Beginning October 15, 2019, and quarterly thereafter, the ABC
Commission shall submit a written report to the chairs of the Joint Legislative Oversight

Page 2 House Bill 91*-First Edition



B e L, R ST L

BB B B B 1 ) B B m— o e = e e e — —
o~ hh B W —= DO bW — O W

29
30
31
32
33
34
35
36
37
38
39
40
4]
42
43
44
45
46
47
48
49
50
51

General Assembly Of North Carolina Session 2019

Committee on Justice and Public Safety detailing the progress made in bidding and selecting an
independent contractor for the receipt, storage, and distribution of spirituous liquor at and from
the State warehouse in accordance with G.S. 18B-204(a)(3). The report required under this
section shall include all of the following:

(1)  The schedule for developing and issuing the Request for Proposal (RFP),
including detailed explanations as to how the Commission is meeting the
milestones identified on the schedule.

(2)  An identification of State agencies, departments, and other entities providing
the Commission with technical assistance on RFP development and contract
negotiations, including a detailed description of the assistance that is being
provided.

3) A description of the Commission's consultation with local ABC boards, as that
term is defined in G.S. 18B-101, to ensure the boards' concerns and
expectations are addressed during the RFP development and contract
negotiations.

(4) A copy of the RFP when it is released for bid.

5) A copy of the final contract entered into pursuant to G.S. 18B-204(a)(3).

(6)  An implementation schedule for transitioning from the existing contract for
services described in G.S. 18B-204(a)(3) to the new contract.

SECTION 3.(b) The reporting requirement set forth in subsection (a) of this section

expires upon the earlier of the date of the award of the contract for services described in
G.S. 18B-204(a)(3) or January 1, 2022.

PART IV. ABC SPECIAL ORDERS/ALLOW PURCHASE OF INDIVIDUAL BOTTLES
SECTION 4.(a) G.S. 18B-800 reads as rewritten:
"§ 18B-800. Sale of alcoholic beverages in ABC stores.

(c) Commission Approval. — NeExcept as otherwise provided in subsection (c1) of this
section, no ABC store may sell any alcoholic beverage which has not been approved by the
Commission for sale in this State.

(c1)  Special Orders; Fee. — Through the process established by rule of the Commission for
special orders of spirituous liquor that is not on the list approved by the Commission, ABC stores
shall allow the purchase of individual bottles of spirituous liquor through that process. ABC
stores may sell in store any bottles it receives in excess of what was purchased by the requesting
customer. The Commission may establish and charge a fee to a customer placing a special order
in an amount sufficient to cover the actual costs incurred by ABC stores in processing the special
order.

"

SECTION 4.(b) This section becomes effective July 1, 2019, and applies to special
orders placed on or after that date.

PART V. LOCAL ABC BOARDS/ALLOW DELIVERY FEE

SECTION 5.(a) G.S. 18B-701(a) reads as rewritten:

"(a) Powers. — A local board shall have authority te:to do all of the following:

(1)  Buy, sell, transport, and possess alcoholic beverages as necessary for the
operation of its ABC steres:stores. If a local board provides delivery of
spirituous liquor to a mixed beverages permittee, the local board may charge
a fee to the permittee sufficient to cover the actual costs incurred by the local
board in making the delivery.

(2)  Adopt rules for its ABC system, subject to the approval of the
Cemmission:Commission.

House Bill 91*-First Edition Page 3
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3) Hire and fire employees for the ABC system:system.

) Designate one employee as manager of the ABC system and determine his
respensibilitiessresponsibilities.

(5)  Require bonds of employees as provided in the rules of the
Cenvmisston:Commission.

(6) Operate ABC stores as provided in Article 8:8.

@) Issue purchase-transportation permits as provided in Article 4:4.

® Employ local ABC officers or make other provision for enforcement of ABC
laws as provided in Article 5:5.

&) Borrow money as provided in G-8—-8B-702:G.S. 18B-702.

(10)  Buy and lease real and personal property, and receive property devised or
given, as necessary for the operation of the ABC system:system.

(11)  Invest surplus funds as provided in G-S—4-8B-702:G.S. 18B-702.

(12)  Dispose of property in the same manner as a city council may under Article
12 of Chapter 160A of the General Statutes:-andStatutes.

SECTION 5.(b) This section becomes effective July 1, 2019, and applies to
deliveries made on or after that date.

PART VI. ALLOW LOCAL GOVERNMENT OPTION/ABC STORE SALES ON
SUNDAY
SECTION 6.(a) G.S. 18B-802(b) reads as rewritten:

"(b)  Days.—No ABC store shall be open, and no ABC store employee shall sell alcoholic
beverages, en-any-Sunday-New Year's Day, Fourth of July, Labor Day, Thanksgiving Day, or
Christmas Day. Except as otherwise provided under G.S. 153A-145.8 or G.S. 160A-205.4. no
ABC store shall be open, and no ABC store employee shall sell alcoholic beverages. on any
Sunday. A local board may otherwise determine the days on which its stores shall be closed."

SECTION 6.(b) Article 6 of Chapter 153A of the General Statutes is amended by
adding a new section to read:
"§ 153A-145.8. Allow ABC stores to operate on Sunday.

If a county operates at least one ABC store, the county may adopt an ordinance allowing
ABC stores under the operation of the county to be open and selling alcoholic beverages on
Sundays. A county must consult with its county ABC board prior to adopting an ordinance under
this section."

SECTION 6.(c) Article 8 of Chapter 160A of the General Statutes is amended by
adding a new section to read:
"§ 160A-205.4. Allow ABC stores to operate on Sunday.

If a city operates at least one ABC store, the city may adopt an ordinance allowing ABC
stores under the operation of the city to be open and selling alcoholic beverages on Sundays. A
city must consult with its city ABC board prior to adopting an ordinance under this section."

SECTION 6.(d) This section becomes effective July 1, 2019.

PART VII. ABC STORES/ALLOW IN-STORE SPIRITUOUS LIQUOR TASTINGS
SECTION 7.(a) G.S. 18B-1114.7(a) reads as rewritten:

"(a)  Authorization. — The holder of a supplier representative permit, brokerage
representative permit, or distillery permit issued under G.S. 18B-1105 may obtain a spirituous
liquor special event permit allowing the permittee to give free tastings of its spirituous liquors at
ABC stores where the local ABC board has approved the tasting, trade shows, conventions,
shopping malls, street festivals, holiday festivals, agricultural festivals, balloon races, local

fund-raisers, and other similar events approved by the Commission."
SECTION 7.(b) G.S. 18B-301(f)(1) reads as rewritten:

Page 4 House Bill 91*-First Edition
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"(1)  Any person to consume fortified wine, spirituous liquor, or mixed beverages
or to offer such beverages to another person at any of the following places:

a. On-Unless a consumer tasting authorized by G.S. 18B-1114.7 is being
conducted, on the premises of an ABC store.

b. Upon any property used or occupied by a local board.

c. On any public road, street, highway, or sidewalk, unless a consumer

tasting authorized by G.S. 18B-1114.7 is being conducted."
SECTION 7.(c) This section becomes effective July 1, 2019.

PART VIII. RULES
SECTION 8. The Alcoholic Beverage Control Commission shall amend its rules
consistent with the provisions of this act.

PART IX. EFFECTIVE DATE

SECTION 9. Except as otherwise provided, this act is effective when it becomes
law.

House Bill 91*-First Edition Page 5
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ABC Modernization

House Alcohol Beverage Control Committee
March 19, 2019

Changing How North Carolina Controls
Liquor Sales Has Operational,
Regulatory, and Financial Ramifications

A presentation to the House Alcohol Beverage Control Committee
March 19, 2019

Carol Shaw, Principal Program Evaluator

Program Evaluation Division | "_ i . 1! North Carolina General Assembly

Background

Program Evaluation Division § _.j. . . "' North Carolina General Assembly
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17 States Control Liquor Distribution and Sales

1] tr : Combination States
Government operates: All Control States Government operates

sorne retail Ilquoa 5tores
Government controls on s

wholesale dustrlbuﬂon, Hicenses private stores

EI oncy Store States determines brands and Wholesale States
-Gove"i-*hﬁent confracts pricing of liquor sold, Goverrment licenses
with agency stores to and maintains a private retail businesses
sell liquor to sell liquor'

G
s

retail liquor stores
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warehouse
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North Carolina is a retail control state, but is unique
in that local government operates retail liquor stores

Program Evaluation Division | T Naovth Caroling General Assembly

i

Licensure States Do Not Directly Participate in
Liquor Sales

* Private businesses regulated by state government
conduct wholesale and retail liquor sales

* These states do regulate various aspects of the
liquor industry including
— Where liquor is sold

~ Days and hours of operation Alobama Arkansas
i Mississippi ~ Florida
— License quotas and fees North Carolina ~ Georgia
— Limitations on store location Virgimia® Rentucky

West Virginia Louvisiana

— Local option South Caroling
" Tennessee

Program Evaluation Division i —. North Caralina General AmellllllyRepon PRI B
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Implementation of PED’s 2008 Recommendations
Has Improved Profitability and Efficiency of Most
Local ABC Boards

Providing the ABC Commission with management
tools for better oversight through performance
standards has increased

— Overall profit percentage for the ABC system from
8.5% 10 11.2%

— Percentage of ABC boards with profit margins of 5%
or more from 44% to 72%

— Percentage of ABC boards with operating margins that
match or exceed private liquor retailers from 31% to

62%

Report p. 8

Program Evaluation Division T 1 ’ : North Carolina General Assembly

Findings

ATEn,
Program Evaluation Division | ;ﬁ 11 North Carolina General Assembly




ABC Modernization
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Finding 1

Among southeastern states, North
Carolina collects the most public
revenue per gallon of liquor sold,
has the lowest liquor outlet density,
and has the second lowest adult

per capita liquor consumption

Report p. 11

Ekp
Program Evaluation Division i North Carolina General Assembly

7

Finding 2

Regulatory and operational

modifications would be necessary

if North Carolina decided to

change how it controls liquor sales

Report p. 15

Program Evaluation Division P11, North Carolina General Assembly
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How Would the Government’s Role in
Controlling Liquor Sales Change?

Two
choices

————— P —-_._“_\_\

- ~ _,-‘/.- Y

‘" End Government £ End c(::;:n::enl Y
Curlllrol ouRwall : ( Wheles&le and Retail )
Liquor Sales / N ior Stins 7

—— e ~ _,_,.,—/’

Assumes local option contfinues

Program Evaluation Division ; H :- North Carolina General Assembly

Report pp. 16-17
9

Dissolving Local ABC Boards and
Closing ABC Stores

* Board Employees (2,870 full-time and part-time)
— Employment terminated

— Pension and post-employment benefit obligations

* Local ABC Boards
— Capital and cash reserves accrue to the local
appointing authority
— QOutstanding debts must be resolved before ceasing
operations
— Liquor stock disposition

Report pp. 18-19

Program Evaluation Division ’ | :-' © North Carolina General Assembly
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Regulatory Requirements for Private Retail
Businesses to Sell Liquor
* What types of stores?

— Potential retail venues include package liquor
stores, drug stores, grocery stores, and gas stations
— Most southeastern licensure states authorize
package stores to sell liquor
* How many stores?

— Some southeastern state control the number of
stores licensed to sell liquor

* Population ratios, fixed number, moratoriums

Report pp. 19-22

Program Evaluation Division North Carolina General Assembly

Regulatory Requirements for Private Retail
Businesses to Sell Liquor

* Where would stores be located?

— Role of ABC Commission and local government in
regulating location of liquor stores

* When would stores be open?

— Most southeastern states limit operating hours for
liquor sales

— Some states allow local governments to determine
operating hours including Sunday sales

Report pp. 22-23

Program Evaluation Division | = | | North Carolina General Assembly
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ABC Commission Operations

* ABC Commission may need additional permitting
resources to issue permits to private wholesale and
retail businesses

» ABC warehouse operations would be affected
under both options

— Warehouse disposition would be necessary if state ends
control of wholesale liquor sales

— Warehouse contract may need changes to accommodate
increased sales
» Transition planning is important to ensure citizen

access and maintain government revenues
Report pp. 23-24

AT W
Program Evaluation Division ; H -? . North Carolina General Assembly

LAl 13
Public Opinion Favors Closing
Government-Operated ABC Stores

Support closing ABC 52% 47 %
Oppose closing ABC 32% 34%
Don’t know/Refused 16% N/A
Don't know N/A 19%
Report p. 25

Program Evaluation Division | "j’z | North Caralina General Assembly >
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Public Opinion Favors Issuing Permits to Sell
Liquor to Any Store that Sells Beer and Wine

Any store that sells beer or wine
should receive permit to sell liquor

56% 49%

Stores that only sell liquor should
receive a permit to sell liquor

31% 32%

Something else 4% 6.5%

Don’t know/Refused 2% 12.5%

Report p. 26

iy -
Program Evaluation Division Hl H J'} North Carolina General Assembly
I d

Finding 3

Changing North Carolina’s system
for regulating liquor sales would
also have financial implications
for state and local government
revenue

Report p. 26

Program Evaluation Division '——JFI,T North Carolina General Assembly
ded L LLL
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House Alcohol Beverage Control Committee
March 19, 2019

Three Options for Reducing Direct Government
Control of Liquor Sales

Most Least
Government Government

Control Control

Agenc Private .
ponsy Licensura
Stare Retail "
n Option
Option Opfion

¢ Agency Store - ABC Commission controls wholesale distribution
and would contract with agency stores to sell liquor

« Private Retail - ABC Commission controls wholesale distribution
and would license private retail business to sell liquor

* Licensure - ABC Commission would end direct involvement with
selling liquor and would license private wholesalers and retailers

Report pp. 30-31

Program Evaluation Division | ?&f | North Carolina General Assembly

17
Financial Ramifications of Changing NC’s
System for Regulating Liquor Sales
¢ ABC Commission and warehouse funding
— Replacement funding for Commission would be needed under
the licensure option
* State and local government revenue
— Revenue can be sustained with adjustments to the markup
formula or by increasing excise taxes
* Liquor consumers
— Access to liquor stores would increase with more stores
— Liquor consumption would also increase with more stores
* Mixed beverage permittees
Appendices A - C
— Choose where to purchase liquor Report pp. 32-33
Program Evaluation Division j_ '».i. North Carolina General Assembly 18
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Financial Ramifications of Changing NC'’s
System for Regulating Liquor Sales

* Liquor suppliers

— Continue to ship product to ABC warehouse under agency
store and private retail options

— Ship product to private wholesalers under licensure option

* Liquor Pricing

Decreases by Decreases by  Increases by
14.8% 1.3% 15.7%

Decreases by  Decreases by Increases by
12.8% 1.1% 13.5%

Retail

Mixed Beverage

Appendices A - C

Program Evaluation Division | I ! _:E . North Carolina General Assembly

Report pp. 32-33
19

Finding 4

Opportunities exist to further
modernize North Carolina’s alcohol
beverage control system

Report p. 34

Program Evaluation Division Vil ; ; ¢ North Carolina General Assembly
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Streamlining Local ABC Operations Could
Improve the Efficiency of the ABC System In NC

Single-county ABC boards have more profitable and
efficient operations than counties with multiple boards

¢ 170 boards
serve 98 counties

* 33 counties have
2 or more boards [ ] Counties with 2 ABC Baards
’TI‘ Counfies with 3 ABC Boards

[l covnties with 4+ ABC Boards

Report pp. 35-37

Program Evaluation Division | Tl b North Carolina General Assembly 21

Streamlining Local ABC Operations Could
Improve the Efficiency of the ABC System In NC

* Board mergers reduce operating costs and
increase profitability, but ABC Commission cannot
mandate board consolidation or mergers to
improve the system

* Purchase-transportation permits for liquor are
antiquated and create unnecessary hassles for
customers and ABC boards

» Opportunities exist to improve ABC warehouse

operations
Report pp. 37-41

Program Evaluation Division | g E' | North Carolina General Assembly 22
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Improving Customer Services at ABC Stores

* Special order process — Customers must order a case
of unlisted liquor; they do not have option to buy a
single bottle

* Mixed beverage permittees — Wish to have liquor
deliveries, but local ABC boards cannot charge fees

* Opening ABC stores on Sundays — 42 states allow
Sunday liquor sales including 20 states delegating
authority to local governments

* Liquor tastings in ABC stores — Liquor consumption is
prohibited in ABC stores so boards cannot offer liquor

tastings for customers
Report pp. 41-44

Program Evaluation Division | | | | |

ik North Carolina General Assembly
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Recommendations

.

.
Program Evaluation Division i i I' | | North Carolina General Assembly
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Recommendation

If the General Assembly wishes to
change North Carolina’s system for
regulating liquor, it should appoint a
joint legislative commission to determine
how state and local government roles in

regulating liquor would change

Program Evaluation Division = | | North Carolina General Assembly

25

Recommendation 1

Direct local ABC boards located in
counties with two or more boards
to consolidate ABC operations and

establish a merged ABC board

Report p. 45

Program Evaluation Division | North Carolina General Assembly
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Recommendation 1

* Modify existing state law

— to mandate mergers in counties with two or more
local ABC boards that are not participating in a
merged board

— to require cities and counties that wish to dissolve
their merged ABC operations to join a different

merged ABC board rather than resume separate
operations

* Mandate that all mergers be completed no
later than June 30, 2021

Report p. 45

Program Evaluation Division | ' ' North Carolina General Assembly
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Recommendation 2

Eliminate the purchase-transportation
permit requirement for liquor in N.C.
Gen. Stat. §§ 18B-303 and 18B-403

Report p. 46

Program Evaluation Division 4 J " | North Carolina General Assembly
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Recommendation 3

Direct the ABC Commission to report
on the process for obtaining a new
contract for receipt, storage, and
distribution of liquor by an
independent contractor

Report p. 46

Program Evaluation Division { T North Carolina General Assembly
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Recommendation 3

* Quarterly report should include

— Schedules for developing and issuing the RFP and
transitioning to the new contract

— Identification of state agencies and other entities
providing technical assistance

— Description of ABC Commission consultation with
local ABC boards

— Copies of RFP and final ABC warehouse contract

* First report submitted by October 15, 2019

Report p. 46

Program Evaluation Division . 1 i North Carolina General Assembly
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Recommendation 4

Direct the ABC Commission to allow
ABC stores the flexibility to provide
less than a full case of product to a
special order customer and sell the
remaining product in the ABC store

Report p. 47

Program Evaluation Division . North Carolina General Assembly 3]

Recommendation 5

Modify existing state law to permit
local ABC boards to charge mixed
beverage permittees a delivery fee

Report p. 47

Program Evaluation Division 'y North Carolina General Assembly 32
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Recommendation 6

Consider enacting state law to allow
local governments the option to open
ABC stores on Sundays

Report p. 48

Program Evaluation Division | | 5 ;f North Carolina General Assembly

33

Recommendation 7

Enact state law to allow in-store
liquor product tastings in ABC
stores in accordance with the
permit requirements in N.C. Gen.
Stat. § 18B-1114.7

Report p. 48

Program Evaluation Division | | | |I North Carolina General Assembly
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Exhibit 7: Decision Road Map for Changing the Government Role for Controlling Liquor Sales

" End G ment
End Government e s &

y | Control of
Col.mol of Retail ; Wholesale and Retail
Liquor Sales 7

Liquor Sales -

Dissolve Local ABC boards
and close ABC stores

Determine regulatory requirements for
private retail businesses to sell liquor

Determine disposition of state-
owned ABC warehouse

Determine regulatory requirements
for private liquor distribution sysfem

Determine the need for additional
permitting resources for ABC
Commission

Determine implementation schedule
for changing North Carolina’s system
for regulating liquor

Source: Program Evaluation Division.



Liguor Sales Public Revenue From

Exhibit 6 | Outlets Liquer Sales Adult Per
2016-17 2015 Capita Liquof

Among Southeastern 5"“::5:'5_""" S T iy - ' \ConsgrpHen

States, North X Total | = Per Total Revenve | (wise Gallons)

per Wine 2015

Outlets 10,000 Revenue Gallon

| Adulis
North Carolina 428 .58 455,829,000  36.79 1.72

Carolina Collected
the Most Public

Revenue per Wine

Gallon from Liquor Virginia 360 .59 381,155,000 35.45 1.77

Sales During 2015 Alabama 762 215 203,730,000 32.98 1.75
Mississippi 763 3.50 92,047,000 20.49 2.12
West Virginia 176 1.32 32,424,000 18.19 1.27
Kentucky 1,271 3.92 113,192,000 16.77 2.08
Florida 21185 1.42 651,908,000 15.83 2,73
Tennessee 552 1.14 153,005,000 15.69 2.09
Georgia 1301 1.73 191,379,000 EH| 1.89
South Carolina 986 1.72 106,567,000 13.70 217
Arkansas 445 2.04 56,825,000 12.98 2.03
Louisiana 5,356 15.67 83,474,000 9.18 2.69

Notes: Control states are shaded light gray. A wine gallon is equivalent to a standard
United States bulk or liquid gallon. An adult is defined as a person of legal drinking age
(21 or older), and the adult population is estimated as of July 1, 2015 by the United
States Bureau of the Census.

Source: Program Evaluation Division based on information from the National Alcohol Beverage
Control Association and the Distilled Spirits Council of the United States



Exhibit 19: Counties Served by One ABC Board Had More Profitable and Efficient Operations than

Similar Counties with Multiple ABC Boards During Fiscal Year 2016-17
| = - . County Outle Il
Density Per
10,000 Adults

Total Annual
ABC Board
Compensation

Mumber of
ABC Bourd
Members:

Number of
ABC Stores

Number of

Caunty ABC Boards.

Brunswick County 9

Carteret County

Robeson County

Wayne County 1 5

Gélqmﬁufss:@um-x_ 5 - $11,800 5

S

Hoke County 1 3 $ 3,600 2

e |

County
Profit %

7.9%

12.6%

2.6%

8.1%

5.6%

12.1%

County

Operating |
Margin % |

16.5%
12.9%

19.6%

16.6%

187%

121%

Notes: Brunswick County was compared to Carteret County because both counties are rural, located on the coast, and have similar

outlet densities. Columbus County was compared to Hoke County because both counties are rural, located in eastern North

Carolina, and have similar populations. Robeson County was compared to Wayne County because both counties are rural, located
in eastern North Carolina, and have similar populdtions. The Carteret County ABC Board does not compensate its board members.

Source: Program Evaluation Division based on information from the ABC Commission.



Exhibit 12: Distribution of $1.1 Billion Revenue from the ABC System for Fiscal Year 201617

ABC Boards Operating Retained Y\/orking
Expenses Copital
$146,533,121 $24,595,461

13% / ’L// Revenue Distribution
(3 : _
8 _ State Excise Tax [ .

ABC Commlssion and

Warehouse —— County-City Distributions | $74,503,732 7%
$’°'9;3°/?'635 Liquor Sales Tax | | $60,467,237 5%

Mixed Beverage Tax $16,777.9511.5%

Alcohol Education $12,171,893 1%

Law Enforcement [l $8,360,935 0.74%

' Rehabilitation Services || $4,769,055 0.42%

Source: Program Evaluation Division based on data from the North Carolina ABC Commission.

Cost of Goods Sold
$534,944,406
47%



3/19/201¢9

Letter: Keep the state ABC system - Opinion - The Fayetteville Observer - Fayetteville, NC

ayetteville
o Observer

Letter: Keep the state ABC system

Posted Mar 10, 2019 at 4:00 PM
I am writing in response to the opinion about modernizing ABC stores. North

Carolina does not own or sell retail liquor; local ABC boards do and are regulated
by the NC ABC Commission. The cities or boards of county commissioners

appoint their own ABC board and own and run the ABC stores.

In any system, distillers determine the volume of products available for sale.
North Carolina’s nonpartisan Program Evaluation Division conducted two
surveys whether the state should close ABC stores and instead allow private
businesses to sell liquor, with only 52 percent and 47 percent in support, but they

weren't told that retail prices would increase by 15.7 percent.

The writers advocate for a licensure system; about 9,000 outlets sell beer and
wine in this state from 7 a.m. to 2 a.m. If you visit ABC stores, consider whether
the type and number of current products would even fit in a grocery, pharmacy
or convenience store. Also, they want to sell liquor on Sundays. If people need to

buy liquor seven days a week instead of six, they have a problem.

Gary H. Pendleton, retired Army Brigadier General, former chairman,

Wake ABC Board

hitps://www.fayobserver.com/opinion/20190310/letter-keep-state-abc-system
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NORTH CAROLINA GENERAL ASSEMBLY
Legislative Services Office

Paul Coble, Legislative Setvices Officer

Program Evaluation Division John W. Turcotte
300 N. Salisbury Strect, Suite 100 Director
Raleigh, NC 27603-5925

Tel. 919-301-1404 Fax 919-301-1406

February 11,2019

Senator Brent Jackson, Co-Chair, Joint Legislative Program Evaluation Oversight Committee
Representative Craig Horn, Co-Chair, Joint Legislative Program Evaluation Oversight Committee

North Carolina General Assembly
Legislative Building

16 West Jones Street

Raleigh, NC 27601

Honorable Co-Chairs:
The 2018 Work Plan of the Joint Legislative Program Evaluation Oversight Committee
directed the Program Evaluation Division to examine whether North Carolina’s alcohol

beverage control (ABC) system needs further modernization and whether other systems are
appropriate for North Carolina.

| am pleased to report that the ABC Commission cooperated with us fully and was at all times
courteous to our evaluators during the evaluation.

Sincerely,

John W. Turcotte
Director

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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Mandatory Evaluation Components

Report 2019-03: Changing How North Carolina Controls Liquor Sales Has Operational, Regulatory, and
Financial Ramifications

N.C. Gen. § 120-36.14 requires the Program Evaluation Division to include certain components in each of its
evaluation reports, unless exempted by the Joint Legislative Program Evaluation Oversight Committee. The table
below fulfills this requirement and, when applicable, provides a reference to the page numbers(s) where the
component is discussed in the report.

N.C. Gen. §
120-36.14
Specific
Provision

Component

(b}(1)

Findings concerning the merits of the
program or activity based on whether
the program or activity

{b)(1){a)

Is efficient

Program Evaluation Division Determination

The Program Evaluation Division found that providing the North
Carolina ABC Commission with management tools for better
oversight of local ABC boards has increased profitability and
efficiency of operations for most boards. Since the ABC
Commission initiated performance standards in 2011, local ABC
board compliance with the standards has increased

e the overadll profit percentage of the ABC system from
8.5% to 11.2%,

e the percentage of boards with profit margins of 5% or
greater from 44% to 72%, and

o the percentage of local ABC boards with operating
margins that match or exceed private liquor retailers
from 31% to 62%.

(b)(1)(b)

Is effective

The Program Evaluation Division found that the ABC
Commission and local ABC boards are effectively controlling
the sale of liquor. Among southeastern states, North Carolina
collects the most public revenue per gallon of liquor sold, has the
lowest liquor outlet density, and has the second lowest adult per
capita liquor consumption.

13-14

(b)(1)(c)

Aligns with entity mission

The ABC Commission’s mission is to control the sale, purchase,
transportation, manufacture, consumption, and possession of
alcoholic beverages in North Carolina. In 2008, the Program
Evaluation Division found that North Carolina did not clearly
define the mission of local ABC boards. In 2010, the General
Assembly responded to this finding by defining the mission of
local ABC boards as controlling the sale of liguor and promoting
customer-friendly, modern, and efficient stores.

5-6

(b)(1)(d)

Operates in accordance with law

The ABC Commission and local ABC boards operate in
accordance with Chapter 18B of the North Carolina General
Statutes.

(b)(1)(e)

Does not duplicate another
program or activity

(b)(1a)

Quantitative indicators used to
determine whether the program or
activity

Under state law, the ABC Commission is the only entity to
oversee the sale of liquor in North Carolina, and local ABC
boards are the only entities that can operate ABC stores.




(b)(1a)(a)

Is efficient

The Program Evaluation Division's efficiency determination is
based on the profitability and operating efficiency of local ABC
boards. Profitability is an important performance measure
because higher profits allow boards to distribute more money to
their communities. Controlling operating costs is a component of
profitability because efficient boards are more likely to have
higher profit margins.

(b)(Ta)(b)

Is effective

The Program Evaluation Division identified three performance
indicators for measuring the effectiveness of state government
liquor regulation and used them to determine effectiveness of
North Carolina’s ABC system for liquor:

*  Public revenue per wine gallon. This indicator
measures how state government maximizes revenue
from liquor sales by measuring the amount of public
revenue collected per wine gallon of liquor sold in a
state.

®  Outlet density per 10,000 advlts. This indicator
measures how state government regulation affects
access to liquor sales outlets. Low outlet density
indicates state government operates or licenses fewer
outlets.

®  Adult per capita liquor consumption. This indicator
measures how much liquor is consumed in each state by
dividing the total amount of liquor (in wine gallons) sold
by the number of adults. Low adult per capita liquor
consumption indicates less liquor is being sold.

12-13

(b)(1b)

Cost of the program or activity
broken out by activities performed

During Fiscal Year 2016-17, expenses for the ABC system
included $16.9 million for the ABC Commission and
warehouse operations and $171.1 million for local ABC
boards' operating expenses and working capital.

27

b)(2)

Recommendations for making the
program or activity more efficient or
effective

Recommendations 1 through 7 provide opportunities to further
modernize the current system for controlling liquor sales by
® directing local ABC boards located in counties with
multiple boards to form merged ABC boards;
¢ eliminating the purchase-transportation permit for
liquor;
®  monitoring the selection of a new ABC warehouse
contract; and
®  providing local ABC boards with more flexibility to
charge delivery fees, serve special order customers,
open ABC stores on Sundays, and offer in-store tastings
of liquor products.

44-48

(b)(2a)

Recommendations for eliminating any
duplication

The Program Evaluation Division did not find evidence of
duplication in wholesale and retail liquor sales by the ABC
Commission and local ABC boards.

N/A

(b)(4)

Estimated costs or savings from
implementing recommendations

None of the Program Evaluation Division's recommendations will
require additional costs nor yield savings.

N/A
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NORTH CAROLINA GENERAL ASSEMBLY

February 2019 = = = Report No. 2019-03

Changing How North Carolina Controls Liquor Sales Has
Operational, Regulatory, and Financial Ramifications

S The Joint Legislative Program Evaluation Oversight Committee'’s 201 8
ummary Work Plan directed the Program Evaluation Division to examine whether
North Carolina’s alcohol beverage control (ABC) system needs further
modernization and whether other systems are appropriate for the State.

Changing how North Carolina regulates liquor sales would require
major regulatory adjustments. North Carolina could end government
control of retail liquor sales or end government control of both wholesale
and retail liquor sales. Both options require decisions related to dissolving
local ABC boards and closing ABC stores, determining regulatory
requirements for private retail businesses to sell liquor, and developing an
implementation schedule. Ending government control of wholesale liquor
sales would additionally require establishing regulatory requirements for
a private liquor warehouse and distribution system.

Changing North Carolina’s regulatory system would also affect state
and local revenue received from liquor sales. The Program Evaluation
Division identified three options that each assumed local ABC boards
would be abolished and local governments would no longer be
responsible for operating local ABC stores. These options have important
financial ramifications for the State and would affect the ABC Commission,
state and local government revenue, and liquor suppliers and consumers.

In lieu of overhauling North Carolina’s system for regulating liquor
sales, the State could choose to further modernize the current system.
Streamlining local ABC board operations could increase efficiency and
profitability. Local ABC boards and other stakeholders identified several
ideas for modernizing the current system.

If the General Assembly wishes to change North Carolina’s system for
regulating liquor, it should appoeint a joint legislative commission to
determine how state and local government roles in regulating liquor sales
would change. If it wishes to modernize the current system, the General
Assembly should
o direct local ABC boards located in counties with multiple boards to
form merged ABC boards;
e eliminate the purchase-transportation permit for liquor;
e monitor the selection of a new ABC warehouse contract; and
e provide local ABC boards with more flexibility to charge delivery
fees, serve special order customers, open ABC stores on Sundays,
and offer in-store tastings of liquor products.
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Purpose and
Scope

The Joint Legislative Program Evaluation Oversight Committee’s 2018
Work Plan directed the Program Evaluation Division to examine whether
North Carolina’s alcohol beverage control (ABC) system needs further
modernization and whether other systems are appropriate for North
Carolina. The Program Evaluation Division’s 2008 report North Carolina's
Alcohol Beverage Conirol System Is Outdated and Needs Modernization
recommended that the General Assembly consider whether the current
system of alcohol beverage control needed further modernization, and
this report provides information to assist with such consideration.

Two research questions guided this evaluation:

1. What are the ramifications of changing how North Carolina controls
the sale of liquor to a wholesale control model or to a licensure
control model?

2. What options exist for improving North Carolina’s current system
for controlling the sale of liquor?

The Program Evaluation Division collected and analyzed data from several
sources, including

® current and past North Carolina ABC laws and rules;
¢ fiscal and operational data for local ABC boards;

® interviews with
© North Carolina ABC Commission members and staff,
O management of the state ABC warehouse, and
o staff and board members at 10 local ABC boards;

® queries from stakeholder organizations and associations, including
o North Carolina Association of ABC Boards,

North Carolina Association of County Commissioners,

North Carolina League of Municipalities,

North Carolina Restaurant and Lodging Association,

NC Spirits Association,

Distillers Association of North Caroling,

North Carolina Beer and Wine Wholesalers Association,

North Carolina Retail Merchants Association, and

o Christian Action League;

OO O0OO0OO0OO0OO0o

® data on other states and national systems and trends from
O evaluations and studies of ABC systems conducted in other
states,
o the National Alcohol Beverage Control Association,
o the Distilled Spirits Council of the United States, and
O Beverage Information Group Fact Book 2016: Beverage
Alcohol State Facts and Regulation;
® asurvey of the 168 local ABC boards operating one or more
stores;

® on-site inspections of 11 ABC stores operated by 10 local ABC
boards; and

® two citizen surveys conducted by the Elon University Poll and High
Point University Poll.

Page 2 of 59
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Background

Exhibit 1

North Carolina Is 1 of 17
Control States

Since Prohibition ended in 1933, state governments have been individually
responsible for regulating the sale and distribution of alcoholic beverages.
Systems of regulation vary among states.

State governments regulate alcohol through one of two models: control or
licensure. Exhibit 1 illustrates the distribution of states according to these
two models. Control states regulate through licensing and tax collection but
also directly control distribution by providing alcoholic beverages directly
to consumers at government-operated retail stores or as wholesalers
through retail establishments. Licensure states regulate the distribution of
alcoholic beverages by licensing suppliers, wholesalers, and retail
businesses selling alcoholic beverages and by collecting taxes on these
beverages; however, these states do not control distribution. Today, there
are 33 licensure states and 17 control states, including North Carolina.!

Licensure States
B Control States

Source: Program Evaluation Division based on information from the National Alcohol
Beverage Conirol Association.

Currently there are 17 states that maintain direct control over the
distribution and sale of liquor. North Carolina is considered a control
state because it directly controls the distribution of liquor at the retail and
wholesale level. Control states license and regulate all individuals in the
alcoholic beverage industry that conduct business, including manufacturers,
importers, wholesalers, and on/off-premises retailers. Control states may
use one of four methods to control the sale of liquor.

¢ Retail control states. State government controls the wholesale and
retail distribution of liquor and, in some cases, wine. State
government also determines brands and pricing of liquor sold and
maintains a warehouse for distribution. The retail sale of alcoholic
beverages takes place in stores owned, maintained, and operated
by state government or, in the case of North Carolina, local
government,

! Two counties in Maryland operate alcohol beverage control systems: Montgomery and Worcester Counties.

Page 3 of 59



ABC Modernization

Report No. 2019-03

® Agency store states. State government controls the wholesale and
retail distribution of liquor and sometimes wine, but the retail sale
of alcoholic beverages is handled by contracted agency stores
selling liquor on behalf of the government. Under this model, state
governments pay agency or contract stores a commission or sell
alcoholic beverages to agency stores at a discount. Agency stores
are usually retail establishments that set aside a portion of their
store to sell liquor or wine. The state determines brands and pricing
of liquor sold and maintains a warehouse for distribution to agency
stores.

* Combination States. State government controls the wholesale and
retail distribution of liquor and sometimes wine, but the retail sale
of alcoholic beverages is handled by a combination of stores
operated by state government and agency stores or private retail
businesses. In these states, agency stores are usually located in rural
areas with populations that cannot support a stand-alone liquor
store. By contracting with an outlet such as a convenience store,
state government can ensure residents in rural areas have access to
liquor and wine without having the expense of maintaining a store.
The state determines the brands and pricing of liquor sold and
maintains a warehouse for distribution to state-owned and agency
stores.

® Wholesale States. Under this model of control, state government
controls the wholesale distribution of liquor and, in some cases,
wine. The retail sale of liquor is handled by private retail
businesses licensed by the state. The state determines brands and
pricing of liquor sold in the state and maintains @ warehouse for
distribution to private retail businesses. The state may limit the
location and number of retail outlets.

Exhibit 2 summarizes which method is used by the 17 control states. North
Carolina is considered a retail control state, but is unique in mandating
local government control rather than state government control of retail
sales. In the two other retail control states, Pennsylvania and Virginia, state
government operates Alcohol Beverage Control (ABC) stores.

Page 4 of 59
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Exhibit 2

Methods of Alcohol
Beverage Control in the
17 Control States

North Carolina Maine
Pennsylvonia™® Montana
Virginia Ohio
Oregon
Vermont

Alabama lowa
Idaho Michigan
New Hampshire* Mississippi*
Utah* West Virginia
Wyoming*

Notes: Asterisks denote states that also control the distribution
of wine. Two counties in Maryland operate alcohol beverage
control systems: Montgomery and Worcester Counties.

Source: Program Evaluation Division based on data from the National Alcohol Beverage
Control Association.

The North Carolina Alcohol Beverage Control Commission (ABC
Commission) oversees the sale of liquor in North Carolina under
Chapter 18B of the North Carolina General Statutes. The Commission’s
responsibilities include licensing and regulating all members of the alcoholic
beverage industry that conduct business in North Carolina, including
manufacturers, importers, wholesalers, and on/off-premises retailers. The
ABC Commission consists of three members appointed by the Governor,
with one commissioner serving as chair in a full-time capacity and two other
members serving on a per diem basis as required. The chair controls all
matters related to the ABC Commission’s responsibilities and personnel
functions. An administrator, who is appointed by the ABC Commission,
works at its direction and oversees day-to-day operations.

In addition to oversight of local boards, the ABC Commission is responsible
for issuing and controlling permits for the consumption and sale of beer,
wine, and mixed beverages. The ABC Commission has the following duties
and powers related to the oversight and operation of local boards:
administering ABC laws;

setting prices for alcoholic beverages sold in ABC stores;

requiring reports and audits from boards;

determining what brands of alcoholic beverages may be sold by
stores;

contracting for state ABC warehousing operations;

disposing of damaged alcoholic beverages;

removing, for cause, any member or employee of a board;
supervising purchasing by a board;

approving rules adopted by any board;
authorizing the opening and location of ABC stores;
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* fixing bailment charges and surcharges assessed on liquor shipped
from the ABC Commission warehouse; and

® collecting bailment charges and surcharges from boards.2

The ABC Commission receives no general fund appropriations. Its budget is
funded solely from a bailment surcharge that is added to the cost of liquor
sold to ABC stores.

The ABC Commission owns a central liquor warehouse in Raleigh and
contracts with a private company to conduct warehouse operations. The
warehouse contfractor’s responsibilities include receipt, storage, and
distribution of liquor to local ABC boards. All liquor sold in North Carolina
must first come through the state ABC warehouse. Payment for the
warehouse contract comes from a bailment system in which ownership of
liquor remains with the distillery until it is delivered to local ABC boards.
This bailment charge is added to the cost of liquor sold to ABC stores and
pays for the warehousing and transporting of liquor.

Local boards operate retail stores for North Carolina’s ABC system. Each
board has the legal authority to operate one ABC store that sells liquor
within its jurisdiction. Additional stores may be operated with the approval
of the ABC Commission. In addition to retail liquor sales directly to the
general public, some local boards are authorized to supply liquor to mixed
beverage businesses such as restaurants and bars. The State’s 170 local
ABC boards operate 433 stores across North Carolina. See Exhibit 3 for
maps showing the location of local ABC boards and ABC stores.

The majority of boards operate only one ABC store, but 40% of boards
operate multiple stores within their jurisdictions. Boards employ 2,870 full-
time and part-time employees. During Fiscal Year 2016—17, ABC stores
sold 79 million bottles of liquor.3

In 2008, the Program Evaluation Division evaluated the effectiveness of
the ABC system and identified improvement options. The evaluation,
entitled North Carolina’s Alcohol Beverage Control System Is Outdated and
Needs Modernization (2008), found North Carolina’s ABC system was
outdated because it had not kept pace with demographic and economic
changes and because state statutes limited effective management. Local
ABC boards did not have clearly defined missions, and some boards used
this lack of a clear mission to justify ineffective and inefficient store
operations. The report recommended modernizing the ABC system by
defining the mission of local boards, providing management tools for
better oversight, and modifying outdated statutes.

2 Bailment charges and surcharges are imposed on each cose of liquor shipped from the ABC warehouse. The revenue from these
charges is used to support ABC warehouse and Commission operations.

3 See the Program Evaluation Division report entitled Follow-Up Report: Implementation of PED Recommendations Has Improved Local
ABC Boord Profitability and Operational Efficiency for detailed descriptive and financial information for local ABC boards in operation

as of March 1, 2018.
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Exhibit 3: Location of ABC Boards and Stores
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4 Session Law 2010-122.

In 2010, the General Assembly enacted legislation to modernize the
North Carolina ABC system based on Program Evaluation Division
recommendations.? The legislation included the following statutory
additions or changes:

¢ provided the ABC Commission with management tools for better
oversight of local boards and

® increased the number of registered voters needed in order for a
city to hold an ABC store election.

The legislation also directed the ABC Commission to promulgate rules
establishing performance standards for local ABC boards and required
boards to comply with the standards. In 2008, the Program Evaluation
Division had found that state law did not allow the ABC Commission to
enforce minimum standards for operations and profitability for local ABC
boards. As a result, the ABC Commission could not mandate changes to
improve local boards’ operating efficiency or profitability. The Program
Evaluation Division recommended that the ABC Commission should develop
performance standards, use the standards to measure the performance of
local ABC boards, and require low-performing boards to improve. The
General Assembly responded by authorizing the ABC Commission to
promulgate rules for local ABC boards that addressed enforcement of ABC
laws, store appearance, operating efficiency, solvency, and customer
service. State law also mandated that local boards meet all standards for
performance and directed the ABC Commission to ensure that all local
boards comply with established performance standards by conducting
performance audits and inspections.

Providing the North Carolina ABC Commission with management tools
for better oversight of local ABC boards has increased profitability and
efficiency of operations for most boards. Profitability is an important
performance measure because higher profits allow boards to distribute
more money to their communities. Controlling operating costs is an
important component of profitability because efficient boards are more
likely to have higher profit margins. Since the ABC Commission initiated
performance standards in 2011, local ABC board compliance with the
standards has increased

® overall profit percentage for the ABC system from 8.5% to 11.2%,

® percentage of boards with profit margins of 5% or more from 44%
to 72%, and

* percentage of local ABC boards with operating margins that match
or exceed private liquor retailers from 31% to 62%.

However, legislation increasing the voter registration threshold to hold
a municipal ABC store election has not eliminated inefficiencies
resulting from too many ABC stores operating in close proximity. Also in
2010, the General Assembly increased the registered voter threshold to
hold a municipal ABC store election from 500 to 1,000 voters. Despite the
change, the Program Evaluation Division observed that unnecessary
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Exhibit 4

North Carolina’s ABC
System Experienced
Substantial Growth
During the Past Decade

competition among local ABC boards is still occurring in dry counties where
new boards begin operating ABC stores.>

During the past 10 years, North Carolina’s ABC system has seen
substantial changes. More counties and municipalities have voted to
authorize o local ABC board to operate ABC stores. Local option allows
voters in counties, cities, or towns to decide whether liquor is available for
sale in their communities. The number of ABC stores across the state has
increased as new local ABC boards have opened stores and existing
boards added stores. Total revenues from the sale of liquor has grown
considerably, including a significant increase in revenue distribution to state
and local governments. Exhibit 4 summarizes the growth in North Carolina’s
ABC system since 2008.

Local ABC boards 158 170
Counties with !é_éal AEC boards 95 98
Local ABC boards with mixed 78.5% 94%

beverage sales

ABC stores 405 - 433
Total revenue from liquor sales $691,969,293 $1,129,1 éé,692
Revenue distributions to state $226,083,588 $406,129,069

and local government

Notes: Information for local ABC beards is current as of January 1, 2019. Revenue
information for 2008 and 2018 comes from Fiscal Years 2006—07 and 2016-17,
respectively. Unrelated to the 2008 Program Evaluation Division report, the State
excise tax on liquor increased from 25% to 30% on September 1, 2009. To compare
equivalent data across fiscal years, the Program Evaluation Division did not include in
the 2008 revenue distribution number any retained mixed beverage taxes, which were
included in the 2008 report.

Source: Program Evaluation Division based on data from the North Carolina ABC
Commission.

The ABC system experienced a net increase of 12 local ABC boards.
During the past 10 years, 12 municipalities and two counties have elected
to open an ABC store and appoint a local ABC board:

e Asheboro e Spruce Pine

e Belmont e Troutman

e Burnsville o Valdese

e Marshville e Weaverville

e Indian Trail e Wingate

e Pilot Mountain e Clay County

e Ramseur e Davidson County

5 For more information on the effects of local ABC board proliferation, see pages 15-18 of the Program Evaluation Division report,
Follow-Up Report: Implementation of PED Recommendations Has Improved Local ABC Board Profitability and Operational Efficiency.
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Three of the five counties that did not have an ABC board in 2008 now
have one: Clay County, Mitchell County (Spruce Pine), and Yancey County
(Burnsville). As of 2018, Graham and Madison Counties are the only North
Carolina counties that do not have an ABC store. Four local ABC board
have merged since 2008.¢ The Garland ABC Board in Sampson County
closed in 2016; Sampson County still has three other municipalities with
local ABC boards.

Most municipalities and counties with local ABC boards have
authorized mixed beverage sales in their communities. Mixed beverage
sales continue to be an important source of revenue for boards and their
communities. Mixed beverage businesses pay a $20 surcharge per four
liters or $3.75 per 750 milliliter bottle of liquor purchased.” Only 10 rural
boards do not offer mixed beverage sales. Many municipalities and
counties, both with and without an ABC store, have elected to authorize
mixed beverage sales in the years since 2008 because the General
Assembly eliminated the requirement that a city must operate an ABC store
or hold an ABC store election in order to hold a mixed beverage election.
This change was based on a recommendation in the Program Evaluation
Division’s 2008 report, North Carolina's Alcohol Beverage Control System s
Ovuftdated and Needs Modernization.

North Carolina’s ABC system has seen few changes since its initial
authorization in 1937 when legislation created a state monopoly for the
sale of liquor. This evaluation provides an opportunity to examine whether
the current system of alcohol beverage control for liquor needs further
modernization and to explore the ramifications of changing how North
Carolina controls liquor sales.

¢ The Taylorsville ABC Board in Alexander County chose to merge with the Catawba County ABC Board. Three other mergers occurred
because of new ABC store elections. The Sylva ABC Board merged with the Jackson County ABC Board after county voters elected to
have an ABC store. The Yadkin Valley ABC Board formed after the Elkin ABC Board in Surry County agreed to create a merged board
with Jonesville in Yadkin County. The Mocksville-Cooleemee ABC Board formed after the Cooleemee ABC Board agreed to create a
merged board with Mocksville in Davie County.

7 The distribution of surcharge revenue is defined in statute; the board retains 45% and the State receives the remainder.
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Findings

Exhibit 5

Five Southeastern States
Are Control States and
Seven Are Licensure States

Finding 1. Among southeastern states, North Carolina collects the
most public revenue per gallon of liquor sold, has the lowest liquor
outlet density, and has the second lowest adult per capita liquor
consumption.

As shown in Exhibit 5, five of 12 southeastern states, including North
Carolina, are control states, whereas 7 are licensure states.

Alabama Arkansas

Mississippi Florida

North Carolina Georgia
Virginia Kentucky
West Virginia Lovisiana

South Carolina

Tennessee

Source: Program Evaluation Division based on information from the National Alcohol
Beverage Control Association and the Beverage Information Group Fact Book 2016:
Beverage Alcohol State Facts and Regulation.

Among the five control states, only North Carolina and Virginia sell liquor
through government-operated retail stores. In North Caroling, retail stores
are owned by local ABC boards and staffed with board employees. In
Virginia, retail stores are owned by state government and staffed with
state employees. Alabama is a combination state in which liquor is sold by
both state-owned stores and licensed retail businesses. Mississippi and
West Virginia are wholesale states that control the wholesale distribution
of liquor but license private retail businesses to sell liquor.

Unlike control states, licensure states do not directly participate in the
sale of alcoholic beverages. In these states, private businesses regulated
by state government conduct wholesale and retail sales of liquor. The
seven southeastern licensure states regulate all aspects of the alcoholic
beverage industry by mandating a three-tier system in which all members
of the industry are involved in no more than one tier. The system consists of

e manufacturers that provide alcoholic products to wholesalers;

o wholesalers that distribute the products to retailers; and

o retailers that sell to consumers.

The North Carolina ABC Commission uses the three tier system to regulate
the sale and distribution of wine and malt beverages in North Carolina.

Whereas licensure states do not directly control the distribution of
liquor, they do regulate various aspects of the liquor industry. The
amount of regulation varies among southeastern licensure states, but
regulations target the following areas:

e Where liquor is sold. Licensure states determine what types of
retail businesses can sell liquor. Venues where liquor can be sold
include liquor stores (also known as package stores), drug stores,
grocery stores, and gas stations or convenience stores. Most
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southeastern licensure states limit the sale of liquor to package
stores, but Louisiana allows liquor sales in all venues.

Days and hours of operations. Licensure states set hours of
operation for the sale of liquor, though Georgia, Florida, and
Kentucky allow local option determination. Sunday sales are
regulated, with some states prohibiting Sunday sales or allowing
local option determination.

License quotas. Some southeastern states limit the number of stores
authorized to sell liquor. Limitations include establishing a fixed
number of available licenses, using a population ratio, identifying
when citizens are adequately served by the existing number of
stores, or imposing a moratorivm.

License fees. All southeastern licensure states require a license fee
for the off-premises sale of liquor. Annual license fees range from

$100 to $1,365.

Limitation on store location and size. Most licensure states have
regulations limiting where liquor stores can be built or delegate the
responsibility to local government through zoning regulations.
Limitations include consideration of distance from places of worship
and schools.

Local option. Most southeastern licensure states have some form of
local option authorizing local government to hold elections to
determine whether liquor is seld in their communities. As in North
Carolina, some licensure states have dry areas where no alcohol is
sold. For example, Arkansas has 34 dry counties out of 75.

The Program Evaluation Division identified three performance indicators
for measuring the effectiveness of state government liquor regulation.
Exhibit 6 provides comparative information for these indicators for the 12
southeastern states.

Public revenue per wine gallon. This indicator measures how state
government maximizes revenve from liquor sales by measuring the
amount of public revenue collected per wine gallon of liquor sold
in a state.® Liquor pricing is higher in states that collect more
revenue per gallon of liquor sold.

Outlet density per 10,000 adults. This indicator measures how
state government regulation affects access to liquor sales outlets.
Low outlet density indicates that state government operates or
licenses fewer outlets.

Adult per capita liquor consumption. This indicator measures how
much liquor is consumed in each state by dividing the total amount
of liquor sold (in wine gallons) by the number of adults.? Low adult
per capita liquor consumption indicates less liquor is being sold.

8 A wine gallon is equivalent to a standard United States bulk or liquid gallon.
? An adult is defined as a person of legal drinking age (21 or older).
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Exhibit 6

Among Southeastern
States, North
Carolina Collected
the Most Public
Revenue per Wine
Gallon from Liquor
Sales During 2015

172

428

North Carolina | 455,829,000 _
Virginia 360 = : RE
Aboma 762 215 203730000 3298 T
Muispel 763 350 92047000 2049 212
WestVirgiia 176 132 32424000 1819 127
Kentucky 1271 392 113,192,000 1677 208
Florida 2,135  1.42  651,908000  15.83 273
Tennessee 552 114 153,005,000  15.69 2.09
Georgia 1301 173 191,379,000 1391 1.89
South Carolina 986 172 106,567,000 1370 2.17
Arkansas 445 2.04 56,825,000 12.98 2.03
Louisiana 5356 1567  83,474000  9.18 2.69

Notes: Control states are shaded light gray. A wine gallon is equivalent to a standard
United States bulk or liquid gallon. An adult is defined as a person of legal drinking age
{21 or older), and the adult population is estimated as of July 1, 2015 by the United
States Bureau of the Census.

Source: Program Evaluation Division based on information from the National Alcohol Beverage
Control Association and the Distilled Spirits Council of the United States

North Carolina collected the most public revenue per gallon of liquor
sold among southeastern states during 2015. At $36.79 per wine gallon,
North Caroling collected four times as much revenue per gallon as
Lovisiana, which collected the lowest revenue per gallon among
southeastern states. Nationally, North Carolina generated the fourth
highest public revenue per gallon of liquor sold during 2015. Only
Washington ($42.49), Utah ($41.08), and Vermont ($37.18) collected
more per gallon public revenue. Both Utah and Vermont are control states;
Washington was a control state until 2012, when it became the only control
state to convert to licensure.

The five southeastern control states all collected more public revenue than
the seven licensure states. Control states are in a better position to collect
more revenue from liquor because in addition to taxation they control
liquor pricing and can increase revenue by using a higher price markup.
North Caroling, Virginia, and Alabama collected the most revenue among
southeastern control states because they have government-operated liquor
stores and also control the retail price of liquor. Mississippi and West
Virginia collected comparatively less revenue because they only control the

Page 13 of 59



ABC Modernization

Report No. 2019-03

wholesale price of liquor. Licensure states typically collect less revenue than
control states because they can only generate revenue through taxation.

North Carolina had the lowest liquor outlet density among southeastern
states during Fiscal Year 2016-17. At 0.58 liquor stores per 10,000
adults, North Carolina had the second lowest outlet density nationwide.
Only Ohio had a lower outlet density with 0.55 liquor stores per 10,000
adults. Most other southeastern states had one or more liquor stores per
10,000 adults except for Virginia, which had an outlet density similar to
North Carolina with 0.59 liquor stores per 10,000 adults. Lovisiana had the
highest outlet density nationally with 15.67 stores per 10,000 adults.

Comparing outlet density among southeastern states shows that the
regulatory framework does not necessarily determine outlet density.
Three southeastern control states had the lowest outlet density—North
Carolina, Virginia, and West Virginia. However Alabama and Mississippi,
two other control states, had higher outlet density than four southeastern
licensure states. Tennessee, Florida, South Carolina, and Georgia all had
fewer than two liquor stores per 10,000 adults. Qutlet density reflects
each state’s policy for regulating the number of stores operated or licensed
by state government.

North Carolina had the second lowest adult per capita liquor
consumption among southeastern states for 2015. At 1.72 gallons of
liquor per adult, North Carolina had the third lowest adult per capita
liquor consumption nationwide. Only West Virginia {1.27 gallons) and Utah
(1.54 gallons) had lower rates of consumption. Overall, southeastern
control states had lower adult per capita liquor consumption than
southeastern licensure states. Florida (2.7 3 gallons) and Lovisiana (2.69
gallons) reported the highest adult per capita liquor consumption in the
southeast.

Changing how North Carolina regulates liquor could affect its
performance on these indicators measuring the effectiveness of state
control of liquor sales. If the General Assembly decides to modify how the
State controls the sale of liquor, it may want to consider how policy
changes are likely to affect North Carolina’s performance on public
revenue collection from liquor sales, outlet density, and adult liquor
consumption. For example, the Program Evaluation Division conducted an
analysis that found a correlation between liquor outlet density and liquor
consumption. States with higher outlet density are more likely to have
higher liquor consumption.’? Likewise, modifying government policies that
increase or decrease liquor pricing, such as taxation, has also been shown
to affect liquor consumption. Academic studies comparing alcohol price and
overall alcohol consumption indicate higher prices are associated with
lower consumption.

10 The Program Evaluation Division conducted a linear regression to investigate the relationship between outlet density per 10,000
adults and adult alcohol consumption in gallons across states using 2016 data. A scatterplot of the data revealed that the assumption
for linearity was not met, indicating that a log transformation of the y-axis {adult alcohol consumption) was needed. Ordinary Least
Squares (OLS) regression on the transformed data showed a significant relationship (p < 0.001) between outlet density and alcohol
consumption (log y = 0.68 + 0.34x), with an R2 value of 0.29. The R2 value indicates 29% of the variation in consumption is explained

by the model containing only outlet density.
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Finding 2. Regulatory and operational modifications would be
necessary if North Carolina decided to change how it controls liquor
sales.

Some control states have changed how they regulate liquor sales and
provide examples of how North Carolina covld change its system. The
Program Evaluation Division found that several control states have ended
government control of retail liquor sales by licensing private retail
businesses to sell liquor or contracting with agency stores to sell liquor.
These states are still considered control states because they continue to
control wholesale liquor sales and maintain warehouse operations.
Woashington is the only control state that has wholly ended government
control of wholesale and retail liquor sales and converted to a licensure
model.

¢ Ending government control of retail liquor sales. lowa closed its
state-run stores in 1987 and licensed private retail businesses to
sell liquor. Liquor stores, drug stores, and grocery stores were
initially licensed to sell liquor, with convenience stores authorized to
receive licenses in 2010. Additionally, West Virginia ended the
sale of liquor in state-operated stores in 1990 and 1991. State
liquor stores in West Virginia were bid out fo allow the private
sector to purchase retail liquor outlet stores in assigned market
zones. Every 10 years, market zones and the existing number of
retail liquor outlet stores in the state are reviewed and the state
rebids licenses. Both lowa and West Virginia control the wholesale
price of liquor, but lowa does not set the retail liquor price and
West Virginia prohibits retail prices from being lower than 110%
of the wholesale price of liquor.

Ohio, Yermont, and Montana also closed their state-operated
stores during the 1990s, but these states chose to contract with
agency stores to sell liquor. Each of these three states still controls
wholesale liquor sales by selecting liquor products sold in the state
and determining liquor pricing.

e Ending government control of wholesale and retail liquor sales.
Initiative 1183 directed the Washington State Liquor Control Board
to close its state-run liquor warehouse and retail stores and
privatize the sale and distribution of liquor. Major retail stores such
as Costco and Trader Joes initiated the referendum, which was not
directed by legislative action. Fifty-nine percent of Washington
voters approved the initiative in November 2011. Washington’s
330 state-run and agency liquor stores and the state distribution
center closed in May 2012 and were replaced by licensed
privately owned liquor retail stores and distribution systems. Prior
to privatization, the Washington State Liquor Control Board
employed 1,012 state employees to operate its retail stores and
distribution center. These positions were terminated and board
administrative costs were substantively reduced. As of December
2018, Washington had 1,432 active retail liquor licenses. To
maintain state revenue, liquor distributers pay a 5% distribution fee
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and liquor retailers pay a 17% fee on liquor sold. These fees are
built into the shelf price of liquor. In addition, liquor consumers pay
a 20.5% retail sales tax on off-premises liquor purchases.
Woashington collected the most public revenue in the nation from
liquor sales both pre- and post-privatization. Academic research
found that liquor prices in Washington have increased substantially
following privatization with a much larger increase seen for 750 ml
liquor bottles and with wide variation across store types.

Changing how North Carolina regulates liquor sales would require
consideration of major regulatory modifications. This finding examines
the legislative decisions that would be necessary for changing North
Carolina’s alcohol beverage control system for liquor. When considering
any changes to the system governing how the State controls liquor sales,
the Program Evaluation Division assumed that North Carolina’s local option
process for determining whether liquor is sold in counties and municipalities
would be maintained; in other words, liquor would only be sold in areas of
the state that have voted to have ABC stores and mixed beverage sales.

The first legislative consideration would be determining how the
government’s role in controlling liquor sales would change. Based on
the experience of other control states, North Carolina has two choices for
changing the government’s role:

e end government control of retail liquor sales or
¢ end government control of wholesale and retail liquor sales.

This initial decision would guide legislative consideration of the regulatory
and operational modifications that would be necessary for implementing
change. As shown in Exhibit 7, both options require decisions related to
dissolving local ABC boards and closing ABC stores, determining the
regulatory requirements for private retail businesses to sell liquor,
identifying whether the ABC Commission needs additional resources for
permitting and implementing changes to the system, and determining an
implementation schedule. Ending government control of wholesale liquor
sales would require additional legislative considerations for the disposition
of the state-owned ABC warehouse and establishing regulatory
requirements for a private liquor warehouse and distribution system.
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Exhibit 7: Decision Road Map for Changing the Government Role for Controlling Liquor Sales

End Government

End Government F

Confrol of \

Conirel of Retail 1 r
Liquor Sales Wholesale and Retail

Liquor Sales

Dissolve Local ABC boards
and close ABC stores

Determine regulatory requirements for
private retail businesses fo sell liquor

Determine disposition of state-
owned ABC warehouse

Determine regulatory requirements
for privote liquor distribution system

Determine the need for additional
permilting resources for ABC
Commission

Determine implementation schedule
for changing North Carolina’s system
for regulafing liquor

Source: Program Evaluation Division.
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1" N.C. Gen. Stat. § 128-30(i).

Ending government control of retail liquor sales would entail dissolving
local ABC boards and closing their stores. Unlike other states that control
retail liquor sales, North Carolina has delegated control of retail liquor
sales to local ABC boards that are established and appointed by county or
municipal governments within the state. This delegation would end if the
legislature decides to end government control of retail liquor sales and
transfers this responsibility to private retail businesses. The following issues
would require legislative consideration if local ABC boards were dissolved
ond their stores closed:

Local ABC board employees. Based on the most recent data from
the ABC Commission, local ABC boards employ 2,870 full-time and
part-time employees. Their employment would be terminated if
local ABC stores were closed, and each local ABC board would be
responsible for managing the reduction in force based on its
personnel policies. The legislature could consider establishing a
system-wide process for managing the reduction in force of local
board employees and direct the ABC Commission to oversee it.

Pension and post-employment benefit obligations. Most local
ABC boards participate in the Local Governmental Employees'
Retirement System (LGERS) and contribute to pensions for full-time
board employees. Dissolving local ABC boards would terminate
local ABC board participation in LGERS. The General Assembly
recently enacted state law establishing procedures for employing
units that would be allowed by the General Assembly to cease
participation in LGERS.!! The law requires an employer
withdrawing from LGERS to pay the actuarial valuation of the
unfunded pension liability for their employees at the time of
withdrawal. The estimated amount of this liability for local ABC
boards could exceed $100 million.'2 The legislature would need to
request that LGERS produce a withdrawal payment estimate for
each local ABC board, and the legislature would need to determine
if local ABC boards would be required to make these payments
when they cease operations.

Some local ABC boards provide other post-employment benefits
for their full-time employees such as retiree health insurance. If local
ABC boards providing these additional benefits have not made
arrangements with their appointing authority for providing these
benefits, the legislature could consider requiring these boards to
determine how to fulfill their obligations following dissolution of the
boards.

Local ABC board capital assets. Local ABC boards have capital
assets including buildings, land, equipment, and vehicles. Based on
Fiscal Year 2016=17 financial statements, the estimated value of
these assets was $254 million. The actual value of these assets
would depend on market conditions in local ABC board
communities. Under state law, these assets would accrue to the local

12 The Fiscal Research Division provided this initial estimate.
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government with appointing authority after all board debts were
paid.’3 The local government appointing authority would determine
the disposition of capital assets including whether stores would be
sold to private retail business authorized to sell liquor. No action by
the legislature would be necessary for the transfer of board capital
assets to the appointing authority.

e Local ABC working capital accounts. Under state law, local ABC
boards may set aside a portion of gross receipts, within the limits
set by the rules of the Commission, as cash for operations.'4 With
the approval of the appointing authority, a local ABC board also
may set aside funds for specific capital improvements. Based on
financial statements for Fiscal Year 2016—17, local ABC boards
had collectively retained $24.6 million in working capital. Under
state law, working capital funds would accrue to the local
appointing authority ofter all board debts are paid.’® No action
by the legislature would be necessary for working capital funds to
accrue to the appointing authority.

e Local ABC board debt. State law authorizes local ABC boards to
borrow money for the purchase of land, buildings, equipment, and
liquor stock needed for store operation.'® A local board can
pledge a security interest in any real or personal property it owns
other than alcoholic beverages. The local government appointing
authority cannot be held responsible for board debts. If local ABC
boards are dissolved, boards with outstanding debts would have to
resolve their debts before ceasing operation. Debts could be paid
from working capital funds or liquidation of capital assets. No
action by the legislature would be necessary to direct local ABC
boards to pay their debts.

e Liquor stock disposition. Under North Carolina’s bailment system,
liquor ownership remains with the distillery until liquor is delivered
to local ABC boards, which means each board owns its liquor stock.
If local ABC boards are dissolved, the legislature would need to
establish a process for boards to dispose of and receive
compensation for any liquor stock that remains in their possession
when they cease operations.

Terminating government control of retail liquor sales would require
enactment of regulatory requirements for private retail businesses to
sell liquor. Consideration of the following four questions would assist the
legislature in determining the appropriate requirements for private retail
businesses that wish to sell liquor in North Carolina:

1. What types of stores would be authorized to sell liquor?
2. How many stores would be authorized to sell liquor?
3. Where would stores selling liquor be located?

. Stat. §§ 18B-801(d) and 18B-805.

. Stat. § 18B-805(d).
. Stat. § 18B-805(d).
. Stat. § 18B-702(r).
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Exhibit 8

Most Southeastern
Licensure States Only
Authorize Package Stores
to Sell Liquor for Off-
Premises Consumption

4. When would stores be authorized to sell liquor?

What types of stores would be authorized to sell liquor? In North
Caroling, liquor is sold exclusively in ABC stores that are similar to the
privately-owned package liquor stores that operate in licensure states. By
contrast, beer and wine can be sold in drug stores, grocery stores, and gas
stations. The legislature could consider authorizing privately-owned
package liquor stores or extending liquor sales to stores permitted to sell
beer and wine.

The Program Evaluation Division found that most southeastern states
authorize package stores to sell liquor. Exhibit 8 compares where liquor is
sold among southeastern control and licensure states. In North Carolina and
Virginia, liquor is only sold in liquor stores operated by local and state
government, respectively. Alabama operates state liquor stores but also
permits bars and taverns to sell packaged liquor for off-premises
consumption. Most southeastern states allow other alcoholic beverages to
be sold with liquor, though some states only include wine. Three states
allow liquor to be sold in other retail venues such as drug stores, grocery
stores, and gas stations that also are permitted to sell other alcoholic
beverages.

Alabama v v % x x
Arkansas* x v x x x
Florida* x v x x x
Georgia™® x v x x x
Kentucky* X v v x x
Lovisiana*® x v v v v
Mississippi® x v x x x
North Carolina v X x x x
South Carolina x v x X x
Tennessee™* x v x x x
Virginia v x x x x
West Virginia® X v v v v/

Notes: Control states are shaded light gray. Asterisks designate states that
allow other alcoholic beverages to be sold along with liquor. Convenience
stores that sell gasoline would fall under the Gas Station designation.

Source: Program Evaluation Division based on information from the National Alcohol
Beverage Control Association and the Beverage Information Group Fact Book 2016:
Beverage Alcohol State Facts and Regulation.
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How many stores would be authorized to sell liquor? Currently, local
ABC boards have the authority and duty to operate one ABC store.
Additional stores may be operated with the approval of the ABC
Commission. If government control of retail liquor sales ends, the legislature
could consider whether to control the number of stores licensed to sell
liquor.

The Program Evaluation Division found that the following southeastern
states can limit the number of stores authorized to sell liquor:

e West Virginia sells liquor licenses every 10 years and determines a
fixed number of stores for the state and allocates them regionally.

o Florida limits the number of liquor stores in each county based on a
ratio of 1 store per 7,500 people residing in a county and holds
quota lotteries when population increases allow for new licenses
within a county.

¢ Kentucky limits the number of liquor stores in each county to a ratio
of 1 store per 2,300 people residing in a county. In 2018, the
Kentucky Alcohol Beverage Control Board proposed ending the
population-based license quota for retail package liquor stores
because it limited competition. The Kentucky General Assembly
responded to this proposal by enacting state law to preserve the
quota.

e South Carolina authorizes its dlcohol regulatory agency to limit the
further issuance of retail dealer licenses in a political subdivision if
it determines that the subdivision’s citizens are more than
adequately served because of the number of existing retail stores,
the location of the stores within the subdivision, or other reasons.

o Tennessee enacted a three-year moratorium on the issuance of
new retail package store licenses in 2018. )

As shown in Finding 1, North Carolina has the lowest outlet density among
southeastern states with 0.58 stores per 10,000 adults. All southeastern
licensure states have more than 1 store per 10,000 adults. Kentucky and
Louisiana have the highest outlet densities in the southeast because in those
states liquor is sold in stores other than package stores. Using outlet density
per 10,000 adults could be an option for determining how many retail
businesses would be permitted to sell liquor.

In addition to controlling the number of stores, some states limit the number
of liquor store licenses that can be held by an individual or business. The
following southeastern states impose license caps:

o Arkansas. State law provides that no person shall have an interest
in more than one retail liquor permit.

o Georgia. State law provides that no person shall be issued more
than two off-premises spirits licenses or have a beneficial interest in
more than two of these licenses, with a “person” defined to include
all members of a retail dealer licensee's family. State law includes
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a grandfather clause and a provision for licenses held prior to
marriage.

e South Carolina. State law provides that one licensee can hold four
retail liquor dealer licenses. This limit will increase to five licenses in
2020 and to six licenses in 2022.

® Tennessee. State law prohibits off-premises retail liquor licensees
from directly or indirectly operating more than two licensed retail
liquor businesses.

Where would stores selling liquor be located? In North Caroling, a local
ABC board may choose the location of the ABC stores within its jurisdiction,
subject to the approval of the ABC Commission. If a municipality objects to
the location of a proposed ABC store, the local ABC board may request
that the ABC Commission approve the proposed ABC store location
notwithstanding the objection of the municipality. The Commission has final
authority to determine if the operation of an ABC store at the contested
proposed location is suitable after providing the municipality an
opportunity to submit objections. Local ABC boards may close a store, and
the ABC Commission can order a store closed if necessary to protect the
health and safety of the community. The ABC Commission has rules
prohibiting new ABC stores in certain areas including areas that are
primarily residential or in unreasonable proximity to a church, school, or
similar institution.

If North Carolina ended government control of retail liquor sales, the
legislature could consider how to regulate the location of liquor stores
within counties and municipalities that have approved liquor sales.
Regulating the location of liquor stores could include determining the roles
of the ABC Commission and local governments. In queries provided to the
Program Evaluation Division, both the North Carolina League of
Municipalities and the North Carolina Association of County Commissioners
emphasized maintaining local government involvement in regulating
location of retail outlets subject to local zoning ordinances to preserve local
government’s role in maintaining public health, safety, and welfare.

When would stores be authorized to sell liquor? In North Caroling, state
law directs that liquor for off-premises consumption can be sold from 9
A.M. until 9 P.M. daily except for Sundays, New Year's Day, the Fourth of
July, Labor Day, Thanksgiving, and Christmas. A local board may otherwise
determine opening and closing hours of its stores and the days on which its
stores shall be closed. State law directs that beer and wine can be sold for
off-premises consumption from 7 A.M. until 2 A.M. Monday through
Saturday and 12 P.M. until 2 A.M. on Sundays. If government control of
liquor sales ends, the legislature could consider whether to maintain the
same operating hours for private retail business selling liquor or change
them.

The Program Evaluation Division found that most southeastern states limit
operating hours for liquor sales. Exhibit 9 compares when liquor can be
sold among southeastern states. Lovisiana is the only southeastern state that
does not limit when liquor can be sold for off-premises consumption on
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Exhibit 9

Most Southeastern States
Limit Operating Hours for
Off-Premises Liquor Sales

Monday through Saturday. In Florida, Georgia, and Kentucky, operating
hours for liquor sales are set by local governments. In four states, including
North Caroling, liquor stores are closed on Sundays, whereas six states
allow local governments to determine Sunday liquor sales.

A[ﬂbﬂmﬂ =

Arkansas

Florida
Georgia
Kentucky
Louisiana

~Mississippi

North Carolina

South Carolina
Tennessee
Virginia

West Virginia

‘State Stores:

9 AM. -9 PM. Gosed
Liﬁéﬁseé Package Stores —
6 AM. — 2 AM. Local Option
Ao ]A'M." A Local Option
7 A.M. = Midnight, Sat.

Local Option

Local Option

Local Option
12 AM. =12 AM. Local Option
10 AM. = 10 P.M. Closed
9 AM. =9 PM. Closed
9 AM. =7 P.M. Closed
8 AM.—- 11 P.M. 10 AM. =11 P.M
10 AM. = 9 P.M. 1 PM.—6PM
B AM. = Midnight Closed

Note: Control states are shaded light gray.

Source: Program Evaluation Division based on information from the National
Alcohol Beverage Control Association and the Beverage Information Group Fact
Book 2016: Beverage Alcohol State Facts and Regulation.

Establishing a three-tier system for liquor sales would be necessary if
the legislature ended government control of wholesale liquor sales in
addition to retail liquor sales. Under the three-tier system for regulating
alcoholic beverages, manufacturers provide alcoholic products to
wholesalers, who distribute the products to retailers, who sell to consumers.
No one entity can be involved in more than one tier under most state
models, and each tier is regulated and licensed separately. In North
Caroling, state and local government control the wholesale and retail tiers
for liquor sales, thereby eliminating the need for a three-tier regulatory
system for liquor sales. North Carolina already has a three-tier system for
beer and wine sales, and the legislature could consider using the state law
for regulating beer and wine sales as a guide for establishing a three-tier
system for liquor sales. For example, state law and regulations include
permit requirements for beer and wine wholesalers, and permitting for
liquor wholesalers would be needed if the General Assembly ended
government control of wholesale liquor sales. In addition, liquor suppliers,
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including North Carolina distilleries, would need to establish relationships
with licensed private wholesalers to sell their products in North Carolina.

Determining the disposition of the state-owned ABC warehouse is
another consideration that would accompany ending government
control of wholesale liquor sales. North Carolina would no longer need a
warehouse to store and distribute liquor if government control of wholesale
liquor sales ended. The contract for operating the ABC warehouse and for
performing liquor distribution would be terminated and the responsibility
would be transferred to private wholesalers.

The legislature could consider several options for ABC warehouse
disposition including:

e allowing another state agency to use it,

e leasing it to a private business, or

e selling it.

Transferring the ABC warehouse to another state agency would allow the
State to retain the asset for future needs. Leasing the ABC warehouse
would provide ongoing revenue for state government, whereas selling it
would provide one-time revenue. If government control of wholesale liquor
is maintained, the legislature would not need to take action on the
disposition of the ABC warehouse. However, if government control of retail
liquor sales is ended, the ABC Commission may need to modify the contract
for warehouse operations to accommodate potential changes in the
quantity of liquor sold by private retail businesses and the distribution
system needed to deliver liquor to an increased number of stores.

Changing how North Carolina controls liquor sales also would affect
ABC Commission permitting operations and warehouse operations.
Currently, the ABC Commission has permitting staff that evalvate and issve
permits for the alcoholic beverage industry in North Carolina. Under the
current system of government control of wholesale and retail liquor sales,
the Commission does not need to issue permits to private wholesale and
retail businesses to sell liquor. Ending government control of retail liquor
sales would require the ABC Commission to begin issuing permits to private
retail businesses to sell liquor. Permits for private liquor wholesalers also
would be necessary if government control of wholesale liquor sales ends.
Existing permitting staff may be able to handle the increased workload,
but making such o determination would be dependent on the number of
retail businesses permitted to sell liquor and the renewal schedule for those
permits. The legislature could consider requesting that the ABC Commission
evaluate whether additional permitting resources would be necessary.

A transition plan and implementation schedule would be necessary to
ensure that citizens can continue to purchase liquor as North Carolina
reduces or ends government control of liquor sales. A transition plan for
ending government control of retail liquor sales would establish when local
ABC boards would close ABC stores and when private retail businesses
would open. A transition plan for ending government control of wholesale
liquor sales would address when the ABC warehouse would cease
operation and when private wholesalers would begin liquor distribution.
Transition planning is important to ensure citizen access and maintain
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Exhibit 10

Public Opinion Favors
Closing Government-
Operated ABC Stores and
Instead Allowing Private
Businesses to Sell Liquor

government revenue derived from liquor sales. The legislature could enact
an implementation schedule and direct the ABC Commission to manage the
transition.

Polling indicates a preference for allowing private retail businesses to
sell liquor. Before deciding to change North Carolina’s system for
regulating liquor sales, the General Assembly may want to consider public
opinion regarding the issue. To understand how North Carolina citizens
would view altering government control of liquor sales, the Program
Evaluation Division sought out public opinion on whether or not private
businesses should be allowed to sell liquor and the types of private
businesses that should receive permits to sell liquor. The Elon University Poll
and the High Point University Poll conducted the citizen surveys.

As shown in Exhibit 10, the majority of citizens polled by Elon University
said they would support a proposal that would close ABC stores and
instead allow private businesses to sell liquor; this option was also the most
popular in the High Point University poll.

Support closing ABC 52% 47%
Oppose closing ABC 32% 34%
Don't know /refused 16% N/A
Don't know N/A 19%

Notes: The Elon University Poll used o blended online-phone sample for its survey,
but the ABC questions were only asked of phone respondents to allow for
confirmation that respondents were registered voters in North Carolina. The margin
of error on these results is £5%. The High Point University Poll also used a blended
online-phone sample for its survey, but the ABC questions were asked to both online
and phone respondents. The online sampling is derived from a panel of
respondents, and therefore their participation does not adhere to usual assumptions
associated with random selection. Because of the blended design, the High Point
University Poll provided o credibility interval of 5.4 percentage points to account
for a traditional 95 percent confidence interval for the estimates (£3.4 percentage
points) and a design effect of 1.6 (based on the weighting).

Source: Program Evaluation Division based on data provided by Elon
University and High Point University Polls.

As shown in Exhibit 11, when asked what types of businesses should receive
permits to sell liquor, the majority of citizens polled by Elon University said
they thought any store that currently sells beer and wine should be able to
receive a permit to sell liquor; this option was also the most popular in the
High Point University poll.
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Exhibit 11
Public Opinion Favors :
; H Any store that currently sells beer or
|S.SU|ng Permits to Sell wine should receive a permit to sell 56% 49%
Liquor to Any Store that liquor

Sells Beer and Wine

Stores that only sell liquor should receive

. - 31% 32%
a permit to sell liquor
Something else 4% 6.5%
Don't know /Refused 9% 12.5%

Notes: "Something else” was recorded for other responses such as grocery stores, drug
stores, or government stores. The Elon University Poll used a blended online-phone
sample for its survey, but the ABC questions were only asked of phone respondents to
allow for confirmation that respondents were registered voters in North Carolina. The
margin of error on these results is £5%. The High Point University Poll also used a
blended online-phone samplefor its survey, but the ABC questions were asked to both
online and phone respondents. The online sampling is derived from a panel of
respondents, and therefore their participation does not adhere to usual assumptions
associated with random selection. Because of the blended design, the High Point
University Poll provided a credibility interval of 5.4 percentage points to account for
a traditional 95 percent confidence interval for the estimates (+3.4 percentage
points) and a design effect of 1.6 (based on the weighting).

Source: Program Evaluation Division based on data provided by Elon
University and High Point University Polls.

In summary, changing how North Carolina regulates liquor sales would
require consideration of major regulatory adjustments. The first legislative
consideration would be to determine how the government’s role in
controlling liquor sales would change. Based on the experience of other
control states, North Carolina could end government control of retail liquor
sales or end government control of both wholesale and retail liquor sales.
This decision would guide legislative consideration of any subsequent
regulatory and operational modifications that would be necessary.

Finding 3. Changing North Carolina's system for regulating liquor sales
would also have financial implications for state and local government
revenues.

North Carolina’s liquor monopoly plays an important role in the State’s
economy by providing revenue for the State and for local governments
that have authorized liquor sales. Total revenue from liquor sales was
$1.1 billion in Fiscal Year 2016—17, with 81% of sales coming from
purchases by the general public at ABC stores and 19% of sales coming
from purchases by retail businesses for resale as mixed beverages. Since
Fiscal Year 2006-07, total revenue from liquor sales has increased 63%.

State excise, sales, and mixed beverage taxes from the sale of liquor are
deposited in the General Fund to support the operation of state
government. North Carolina received $306.3 million in Fiscal Year 2016~
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17 from liquor sales, an increase of 83% since Fiscal Year 2006-07.17
Additional charges and profits from the sale of liquor pay for law
enforcement, alcohol education, and rehabilitation services provided by
counties and the Department of Health and Human Services. Services
provided by city and county government also are supported by profits
from liquor sales, thereby reducing the need to raise property taxes or
request financial assistance from North Carolina state government.

Exhibit 12 summarizes the distribution of revenue to state and local
governments from the sale of liquor.

Exhibit 12: Distribution of $1.1 Billion Revenue from the ABC System for Fiscal Year 2016-17

ABC Boards Operating Retgined Working
Expenses Capital
]
$146,533,121 ; $24,595.46 Revenue Distribution

13% 2%

State Excise Tax

ABC Commission ond $74,503732 7%

County-City Distributions

Warehouse
$1 "";flo"S” Liquor Sales Tax $60,467,237 5%
0
Mixed Beverage Tax $16,777,951 1.5%
Alcohol Education $12,171,893 1%
Law Enforcement || $8,360,935 0.74%
Cost of Goads Sold - !
$534,944,406 Rehabilitation Services jj $4,769,055 0.42%

Source: Program Evaluation Division based on data from the North Carolina ABC Commission.

State law determines the pricing calculation for liquor sold in North
Carolina and the distribution of the resulting revenue.!® Exhibit 13
identifies

e each liquor price component,

e who sets the rate,

e the current rate,

e where the revenue goes, and

® how the revenue can be used.

17 Unrelated to the 2008 Program Evaluation Division report, the State excise tax on liquor increased from 25% to 30% on September
1, 2009.
8 N.C. Gen. Stat. § 18B-804.
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Cost of liquor sold Distiller Varies Distiller Distiller operations and profit
. ABC - .
Bailment fee . $1.50 ABC Commission Fund ABC warehouse operations
Commission
. ABC - e .
Bailment surcharge fee . $115 ABC Commission Fund ABC Commission operations
Commission
ABC board operating expenses and working capital
ABC 7% for substance abuse research, education, or
Local ABC board markup .. 39.6% Gross receipts of ABC board treatment
Commission )
5% for alcohol taw enforcement
Local government General Fund
Additional local markup State law 3.5% Local government General Fund No restrictions on use
State excise tax State law 30% Department of Revenue State General Fund
Bottle charge State law 1¢ and 5¢  Local government restricted funds Substance abuse research, education, and treatment
Additional bottle charge State law 1¢ and 5¢  Local government General Fund No restrictions on use
State sales tax State law 7% Department of Revenue State General Fund
Assessed on liquor sold by ABC stores and distilleries
. e 50% to Department of Revenue State General Fund
Mixed beverage surcharge State law $20 per o 45%t iots of ABC board s local N
{assessed on liquor sold for resale) 4 liters o fo gross receipts o S P el col MAIEURUsES
® 5% to Department of Health and Human Services Substance abuse research, education, and treatment
® 50% to Department of Revenue State General Fund
Guest room surcharge State law $20 per .« 45%t iofs of ABC board S local )
(assessed on liquor sold for resale) 4 liters o To gross recelpls o ol ame as focal markup uses

e 5% to Department of Health and Human Services

Substance abuse research, education, and treatment

Source: Program Evaluation Division based on N.C. Gen. Stat. §§ 18B-804 and 805 and information from the ABC Commission.
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Exhibit 14

North Carolina’'s Formula
for Liquor Pricing

19 N.C. Gen. Stat. § 18B-805.

The ABC Commission is authorized to determine the rates for the bailment
charge and the bailment surcharge, which pay for the operations of the
ABC warehouse and the ABC Commission. The ABC Commission sets the
local ABC board markup to support board operating expenses and
provide revenue for local governments that have authorized liquor sales in
their jurisdictions. State law sets the rates for the other liquor pricing
components. Suppliers set their own prices and calculate the standard
markup that determines the shelf prices of their products.

Under state law, local ABC boards distribute revenue from their gross
receipts, defined as proceeds from liquor sales, investments, interest
earned on deposits, and any other source.'? As shown in Exhibit 13, gross
receipts pay local ABC board expenses, after which revenue is distributed
to the ABC Commission, the Department of Revenue, the Department of
Health and Human Services, and local governments,

The retdail price of liquor sold in ABC stores and permitted distilleries is
vniform throughout the State. The pricing formula starts with the distiller’s
liquor price, which already includes the federal excise tax, and then a
series of markups, fees, and taxes are added to determine the retail price.
A mixed beverage tax is assessed for liquor sold to a mixed beverage
permittee for resale in a mixed beverage. Retail customers pay sales tax
on their liquor purchases, but mixed beverage permittees do not pay sales
tax because they assess sales taxes when a mixed beverage is sold.
Exhibit 14 provides an example of liquor pricing using the formula
provided in state law.

$151.52 Distiller's price (12 bottle case/80 proof, includes federal excise tax)
+$1.50 Bailment Fee
$153.02 Subtotal case cost
+60.60 Local ABC board markup (39.6%)
$213.62 Subtotal case cost
+64.08 State excise tax (30%)
+7.48 Additional local government markup (3.5%)
$285.177253 Case cost to six decimals
+1.15 Bailment surcharge
$286.327353 Subtotal case cost
=12 Divide above number by number of bottles in case
+0.05 Bottle charge for rehabilitation
+0.05 Bottle charge for profit distribution
$23.9606 Round the result to an integer divisible by five cents ($.05)
$23.95 Retail price per bottle
+$1.68 State sales tax (7%)
$25.63 Selling price per bottle to an individual.
$23.95 Retail price per bottle
+$3.75 Mixed beverage tax ($3.75 for 0.75 liters)
$27.70 Selling price to mixed beverage permittee

(No sales tax on liquor resold as mixed beverage)

Source: Program Evaluation Division based on state law and information from the ABC
Commission.
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Exhibit 15

Direct Government
Control of Liquor Sales
Would Be Reduced If
North Carolina Changes
Liquor Regulation

The Program Evaluation Division examined three options for changing
North Carolina’s alcohol beverage control system for liquor in order to
illustrate the financial implications of fransitioning to a different model.
As discussed in Finding 2, several control states have closed state-operated
retail liquor stores and switched to contracting with agency stores or
licensing private retail businesses to sell liquor. These states continue to
control the wholesale distribution of liquor, and their experiences guided
the development of the agency store and private retail store options. The
licensure option assumes that North Carolina relinquishes direct control of
both the wholesale and retail market for liquor and licenses private
wholesalers and retail business to sell liquor. Washington's conversion to
state licensure and southeastern states’ approach to licensing guided
development of the licensure option. These options assume that local ABC
boards would be abolished and local governments would no longer be
responsible for operating local ABC stores. In addition, the Program
Evaluation Division assumed that North Carolina’s local option process
would be maintained and thus liquor would only be sold in areas of the
state that have voted to have ABC stores and mixed beverage sales.

Direct government involvement in liquor sales would be reduced under
each option. The agency store and private retail options eliminate
government-run ABC stores, but the ABC Commission would still control the
wholesale liquor operations including liquor selection. The ABC Commission
still controls retail liquor prices under the agency store option, but would
only control the wholesale price under the private retail model. Under the
licensure model, the ABC Commission would no longer have direct
involvement with selling liquor and would regulate the liquor industry by
licensing private wholesalers and retdailers to sell liquor in North Carolina.
Exhibit 15 shows where each option would be located on a continuum from
most to least government control.

Most Loast
Government Government
Conlrol Conlrol

Current Agency Private ]
Licensure

ABC Store Retl Owlion

System Option Opfion LS

Source: Program Evaluation Division.

Exhibit 16 describes in more detail how each option would affect North
Carolina’s alcohol beverage control system and compares the options to
North Carolina’s current system for controlling liquor sales.
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Exhibit 16; ABC Commission Role in Regulating Liquor Sales Changes Depending on the Control
Option Selected

s fqm " e =
ABC Commission controls central liquor warehouse

wholesalers to distribute liquor

s i

ABC Commission licenses private

e

e

S

Local governments operate ABC stores
ABC Commission contracts with agency stores to sell liquor

ABC Commission licenses private retail stores to sell liquor

 Liguor Selection '
ABC Commission determines liquor selection

Private wholesaler determines liquor selection

Private retail store determines liquor selection
i i A R

S

ABC Commission determines wholesale liquor prices
Private wholesalers determine wholesale liquor prices
ABC Commission determines retail liquor prices

Private retail businesses determine retail liquor prices

R

e SRS -

MXB permittees purchase liquor from ABC stores
MXB permittees purchase liquor from agency stores

MXB permittees purchase liquor from private retail stores

MXB permittees purchase liquor from private wholesalers

Notes: MXB stands for mixed beverage.

Source: Program Evaluation Division,

Changing how North Carolina regulates liquor sales would have
important financial ramifications for the State. Predicting the exact
outcome of altering North Carolina’s current system for regulating liquor
sales is not possible. However, the Program Evaluation Division conducted
analysis to address the following financial questions regarding possible
changes to North Carolina’s system for regulating liquor sales:
e How would funding for the ABC Commission and warehouse be
affected?
e Could North Carolina sustain a similar level of state and local
government revenue?
e  What changes would consumers experience when purchasing
liquor?

The analysis used estimated liquor sales and revenue data from the ABC
Commission for Fiscal Year 201718 to estimate the financial implications
of changing North Carolina’s system for regulating liquor to each of the
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three options previously outlined. Specifically, the goal of the analysis was
to maintain Fiscal Year 2017-18 estimated revenue distributed to the
State and to local governments for each option, as well as revenue for the
ABC Commission and warehouse operations for options that require their
operation. Appendices A-C provide a detailed analysis of the various
financial and operational considerations and ramifications that would
accompany a decision to change North Carolina’s current system to one of
these three options. For each option, Exhibit 17 summarizes the financial
ramifications, which are discussed in more detail below.

Exhibit 17: Financial Ramifications of Changing How North Carolina Regulates Liquor Sales

No bailment surcharge would be
charged by Commission;
replacement funding source
would be necessary

ABC Commission funding Maintains bailment surcharge for Commission

-

Maintained by increasing state
excise tax on liquor from 30% to
33.6%

Maintained by adding 1%
markup to state pricing formula

Assumes private wholesalers add
20% wholesale markup

be%té‘am;}‘*prseﬁhﬁwgflzi"w Wnc}éczses by .sﬁmu’ig_.

S

Mixed beverage liquor price Decreases by estimated 12.8% Decreases by estimated 1.1%  Increases by estimated 13.5%

Note: See Appendices A through C for more information on how ramifications for each options were determined.

Source: Program Evaluation Division.

Financial ramifications for the ABC Commission, state and local
government revenues, liquor consumers, mixed beverage permittees,
and distilleries vary depending on the option:

® Funding for the ABC Commission and warehouse. Under the
agency store and private retail options, the ABC Commission and
warehouse would continuve to be funded through bailment fees. The
licensure option eliminates the need for the bailment fee for the
ABC warehouse, but leaves no mechanism to assess the bailment
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surcharge to fund the ABC Commission because the Commission
would no longer operate a liquor warehouse.

Under the licensure option, the General Assembly would need to
appropriate funds to support the ABC Commission or identify a
different mechanism to pay for Commission operations. Currently,
the ABC Commission is wholly supported by the liquor industry, so
the General Assembly could consider a funding mechanism that
would include all alcoholic beverages regulated by the ABC
Commission: beer, liquor, and wine.

State and local government revenue. Under all three options,
state and local government revenue can be sustained by making
adjustments to the markup formula or by increasing excise taxes.
The precise amount of growth in liquor sales would affect the
adjustments necessary to sustain state and local government
revenue. The Program Evaluation Division assumed a 20% increase
in sales. A growth rate lower than 20% would increase the
adjustment needed to sustain revenue, whereas a higher growth
rate would reduce it.

Permit fees from agency stores or private retail businesses licensed
to sell liquor and private wholesalers licensed to distribute liquor
also would provide revenue to the State’s General Fund. The
amount of revenue would vary depending on the amount of the
permit fees and the number of stores licensed to sell liquor. For
example, if North Carolina levied a $1,000 annual permit fee for
1,000 private liquor stores, the General Fund would receive $1
million.

Liquor consumers. Under all three options, consumer access to
liquor stores would increase because the number of retail locations
selling liquor would increase (the Program Evaluation Division's
analysis assumed 1,000 stores for each option). Retail liquor
consumption would increase as a result of higher outlet density
(analysis assumed an increase from 0.58 to 1.35 stores per 10,000
adulis), which means that state and local revenue from liquor sales
could be maintained with a smaller increase in markup or excise
taxes. Liquor pricing would vary depending on the option; prices
are estimated to decrease under the agency store and the private
retail options and increase under the licensure option. Prices
increase under the licensure option because private wholesalers
must add a markup in order to profit from liquor distribution. Under
the private retail and licensure options, liquor pricing would no
longer be uniform statewide because the ABC Commission would
not control retail liquor pricing.

Mixed beverage permittees. Under all three options, mixed
beverage permittees would be able to choose where they want to
purchase liquor because they would no longer be assigned a
specific local ABC board. Under the licensure model, mixed
beverage permittees could choose to purchase liquor from a
private retailer or wholesaler. Similar to liquor pricing for
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consumers, liquor pricing for mixed beverage permittees also would
vary depending on the option. Under the private retail and
licensure options, liquor pricing would no longer be uniform
statewide; as a result, some mixed beverage permittees may get
better pricing if they purchase large quantities of liquor on a
regular basis.

® Liquor suppliers. Under the agency store and private retail
models, liquor suppliers would continue to ship their products to «
central warehouse controlled by the ABC Commission. Liquor
brokers would continue to represent liquor suppliers to agency
stores or private retailers. Under the licensure model that follows
the three-tier model, liquor suppliers, including North Carolina
distilleries, would sell their products to private wholesalers. The
liquor brokerage system would no longer be needed because
private liquor wholesalers would sell liquor to private retailers and
mixed beverage permittees.

In summary, changing how North Carolina regulates liquor sales would
affect state and local revenues received from the sale of liquor. The
Program Evaluation Division identified three options for changing North
Carolina’s alcohol beverage control system for liquor based on the
experience of other states. These options assume that local ABC boards
would be abolished and local governments would no longer be responsible
for operating local ABC stores. Direct government involvement in liquor
sales would be reduced under each option. Changing how North Carolina
regulates liquor sales has important financial ramifications for the State
and would affect the ABC Commission, state and local government
revenves, and liquor consumers.

Finding 4. Opportunities exist to further modernize North Carolina’s
alcohol beverage control system.

As discussed previously, changing North Carolina’s system for regulating
liquor sales would require significant regulatory and operational
modifications and would affect state and local government revenues. As an
alternative, the current system could be modernized, which could include
streamlining local ABC board operations and allowing local ABC boards
greater flexibility in improving customer access and service.

Increasing the registered voter threshold for holding a municipal ABC
store election has not eliminated inefficiencies resulting from too many
boards operating ABC stores in close proximity. The Program Evaluation
Division found in 2008 that the low threshold for holding a municipal ABC
store election caused a proliferation of local boards in dry counties.2® To
reduce unnecessary competition and inefficiencies caused by too many
boards operating ABC stores in close proximity, the Program Evaluation
Division recommended that the registered voter threshold be increased
from 500 to 5,000 so that communities would have a large enough
population to sustain an ABC store and not affect the profitability of other

20 A county is considered “dry” if the county or any municipalities in it have not voted to allow the sale of any alcoholic beverages.
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local ABC boards located in a dry county. Instead, the General Assembly
increased the registered voter threshold to hold a municipal ABC store
election to 1,000 voters. Nine communities located in dry counties have
voted to have an ABC store since the registered voter threshold was
increased to 1,000.2! Three communities—Belmont, Ramseur, and
Troutman—appointed a local ABC board and opened an ABC store. The
Program Evaluation Division found that gross liquor sales decreased for
other nearby boards when these communities opened their stores, which
indicates that the new boards reduced sales for nearby boards as
opposed to generating new sales.??

Thirty-three North Carolina counties have multiple ABC boards, causing
inefficiencies. Currently, 170 local ABC boards serve 98 counties.?* Of
these boards, 108 are located in 33 counties. The remaining 65 counties
with local ABC boards are served by a single county ABC board, merged
ABC board, or municipal ABC board. As shown in Exhibit 18, among the 33
counties with multiple ABC boards, 12 counties have two boards, 11
counties have three boards, and 10 counties have four or more boards.

Exhibit 18: Thirty-three North Carolina Counties Are Served by Two or More Local ABC Boards

I:I Counties with 2 ABC Bourds

Counties with 3 ABC Boards

- Counties with 4+ ABC Bourds

Note: Graham and Madison Counties do not have ABC boards.

Source: Program Evaluation Division based on information from the ABC Commission.

Single-county ABC boards have more profitable and efficient operations
than some counties with multiple boards. The Program Evaluation
Division calculated the countywide profitability and operating margins for
Fiscal Year 2016—17 for three counties with multiple local ABC boards:
Brunswick, Columbus, and Robeson Counties. Performance for these counties
was compared to similar counties served by a single county ABC board.
Exhibit 19 shows the comparison.

21 The effective date for the 1,000 registered voter threshold was October 1, 2010.

22 For more information on the effects of local ABC board proliferation, see pages 15—18 of the Program Evaluation Division report,
Follow-Up Report: Implementation of PED Recommendations Has Improved Local ABC Board Profitability and Operational Efficiency.

23 Graham and Madison Counties do not have ABC boards.
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Exhibit 19: Counties Served by One ABC Board Had More Profitable and Efficient Operations than
Similar Counties with Multiple ABC Boards During Fiscal Year 2016-17

Carteret County 1 5 $ 0 6 1.15 12.6% 12.9%

Co

L

Hoke County 121% 12.1%

Notes: Brunswick County was compared to Carteret County because both counties are rural, located on the coast, and have similar
outlet densities. Columbus County was compared to Hoke County because both counties are rural, located in eastern North

Caroling, and have similar populations. Robeson County was compared to Wayne County because both counties are rural, locoted
in eastern North Carolina, and have similar populations. The Carteret County ABC Board does not compensate its board members.

Source: Program Evaluation Division based on information from the ABC Commission.

Overall, each of the three counties with multiple ABC boards had lower
profits and higher operating margins than their comparison county with a
single county board. Two of the seven ABC boards in Robeson County were
barely profitable during Fiscal Year 2016—17 and also had operating
margins above 20%.24 In Columbus County, the Lake Wacamaw ABC
Board experienced 0.13% profit and an operating margin over 23%.
Lower profits and higher operating margins mean that local appointing
authorities receive lower distributions from liquor sales. During Fiscal Year
2016-17, the Maxton, Red Springs, and Rowland ABC Boards in Robeson
County and the Lake Wacamaw ABC Board in Columbus County were all
unable to distribute funds to their communities.

With eight municipal boards and a county board, Brunswick County has the
most local boards in North Carolina. Currently, its nine boards operate 11
stores. Although all local boards in Brunswick County are profitable
because the county is a tourist destination, having numerous boards creates
inefficiencies and forces unnecessary competition. However, Carteret
County, which also is a tourist destination, has only one board, and it is
more profitable and efficient than the nine boards in Brunswick County. In
Fiscal Year 2016—17, the Carteret County ABC Board distributed $1.6
million or 11% of total sales of $14.3 million to the county and

24 The Maxton ABC Board experienced 1.3% profit and a 22.4% operating margin. The Red Springs ABC Board experienced 0.9%
profit and a 23.2% operating margin. The Lumberton ABC Board also reported 0.4% profit, though its operations were affected by
Hurricane Michael in 2017.
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municipalities in comparison to $1.3 million or 6% of total sales of $21.6
million that was distributed by the nine boards in Brunswick County.

Streamlining local ABC board operations could improve efficiency of the
alcohol beverage control system in North Carolina. Each local ABC
board has between three and five members, which means that counties with
multiple ABC boards appoint many more ABC board members than
counties with only one ABC board. Most ABC boards provide compensation
to their board members. As shown in Exhibit 19, the nine ABC boards in
Brunswick County have 29 total board members who were paid a
combined $38,160 for their services during Fiscal Year 201 6-17. By
contrast, the Carteret County ABC Board has five members and chooses not
to offer compensation to its board members, which results in a cost savings
for the board. Whereas the seven ABC boards in Robeson County spent
$24,512 to compensate their board members, the Wayne County ABC
Board only spent $3,600.

Each local ABC board also employs a general manager to oversee
operations and sometimes to serve as finance officer for the board.
General manager compensation varies among ABC boards with smaller
boards tending to pay lower salaries. ABC boards in Brunswick County
collectively paid over $420,000 to compensate nine general managers in
Fiscal Year 201617, whereas the Carteret County ABC Board paid about
$75,000 to compensate one general manager. Operating expenses,
including compensation and per diem for board members and
compensation for general managers, defracts from the local revenue
available for the board to distribute to local appointing authorities.

Board proliferation limits opportunities resulting from economies of
scale. Boards with two or more stores are more likely to have a central
warehouse to store liquor and also are likely to have more frequent
deliveries because their volume of sales are higher. The two most common
local board complaints reported to the Program Evaluation Division were
e frequency or dates of warehouse deliveries, and
e availability of product in the warehouse when ordering.

Under current operating standards, warehouse orders are first-come, first-
served and delivery is scheduled based on sales volume. When boards
leverage sales and storage space across a county, they are able to
increase the number of monthly deliveries and the probability of receiving
popular or hard-to-get items. In addition, local ABC boards with a central
warehouse or more storage space are able to stock up when liquor
products go on sale, thereby increasing their profits.

Board mergers reduce operating costs and increase profitability. In
2008, the Program Evaluation Division found that merging ABC boards
resulted in increased efficiencies. The High Country ABC Board formed
when three ski resort communities located in close proximity to each other
decided to merge three boards because their three separate sfores were
struggling financially. The High Country ABC Board closed two stores and
opened a new store that was centrally located among the ski resorts. As a
result, operating margins and profitability improved.
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The Triad Municipal ABC Board is the largest merged board with 14 stores
serving Winston-Salem and six other communities located in Forsyth, Davie,
Guilford, and Yadkin Counties. During a 2008 site visit, board staff noted
that merged operations generate more revenue for each community
because savings are achieved through combined managerial,
administrative, financial, warehousing, and law enforcement functions.

Since 2008, only four merged ABC boards have formed, bringing the
State's total to 11 merged boards.25 As shown by the experiences of the
High Country and Triad Municipal ABC Boards, board consolidation is a
proven way fo reduce operating costs and control store proliferation. Three
of the most recent board mergers occurred as a result of a new community
voting to have an ABC store. Jonesville chose to merge with the Elkin ABC
Board to form the Yadkin Valley ABC Board, with a single store serving
both communities. Macksville merged with Cooleemee in Davie County to
form the Mocksville-Cooleemee ABC Board; this merged board is planning
to open an ABC store in Mocksville. Finally, the Jackson County ABC Board
merged with the Sylva ABC Board after the former county voted to have
an ABC store.

The Program Evaluation Division found that merged boards were more
likely to outperform ABC boards in terms of profit and operating
margins. Exhibit 20 provides the number of stores, profitability
percentages, and operating margins for merged ABC boards. Whereas
19.6% of all local ABC boards in North Carolina have a profit margin of
10% or higher, 40% of merged boards have a profit margin of 10% or
higher.

25 In addition to the mergers resulting from a new community voting to have an ABC store, the Taylorsville ABC Board in Alexander
County chose to merge with the Catawba County ABC Board.
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Exhibit 20

Merged Boards Are More
Likely to Outperform Other
ABC Boards in Profit and
Operating Margins

26 N, C. Gen. Stat. § 18B-100.
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_ Yadkin Volle

Note: The Mocksville-Cooleemee ABC Board was not included in this analysis because
its merger occurred in 2018.

Source: Program Evaluation Division from data provided by the ABC Commission.

For another point of comparison, the Program Evaluation Division found
that private liquor retailers in South Carolina and Florida had operating
margins between 14% and 18% during the 2008 evaluation of the ABC
system. Whereas 62% of all local ABC boards match or exceed private
liquor stores in South Carolina and Florida, 80% of merged local ABC
boards have operating margins that match or exceed private liquor stores
in these two states.

The ABC Commission cannot mandate board consolidations or mergers
to improve the ABC system. According to ABC statutes, the ABC
Commission can approve mergers, but it does not have the authority to
compel consolidation fo improve system efficiency.?¢ If all ABC boards
located in a county were required to merge into one board with one
general manager, the resulting merged board would use a smaller
percentage of operating costs for compensation and per diem and
subsequently distribute a higher proportion of revenue than multiple
boards located in the same county. Based on the experience of merged
ABC boards, moving to a system with a single board would reduce
operating costs and increase profitability for counties with multiple ABC
boards.

Purchase-transportation permits are a holdover from an era of greater
concern over bootlegging and do not reflect current attitudes about
access to alcoholic beverages. The purchase-transportation permit
requirement was a provision of the 1937 Act establishing North Carolina’s
ABC system and was intended to deter bootlegging, a pervasive problem
during Prohibition. Although the Program Evaluation Division recommended
its elimination during its 2008 evaluation, the statute remains, limiting the
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amount of liquor that can be purchased without a permit to 8 liters or 10
bottles (750 milliliters). During the course of this evaluation, the Program
Evaluation Division again found that local boards thought the purchase-
transportation permit requirement was antiquated, hindered sales, and
created unnecessary hassles for customers, particularly those who make
large purchases infrequently. Several boards recommended the permit be
eliminated or the amount of liquor requiring a permit be increased.

Opportunities exist for improving state warehouse operations and
contract requirements. The warehouse contractor's responsibilities include
receipt, storage, and distribution of liquor to all ABC boards across the
state. The current annual contract costs $8 million and is paid through
bailment fees. In 2018, the State Auditor found that the ABC Commission
did not procure, administer, and monitor the contract with LB&B Associates
for the warehousing and distribution of liquor in accordance with state
policies and best practices, resulting in unjustified costs to the State.2” In
response to the audit, the current Chairman of the ABC Commission
accepted all findings and promised to implement all necessary changes fo
ensure efficiency in ABC operations. As part of these changes, the ABC
Commission will openly bid for warehouse services before the expiration of
the current contract in 2021. The ABC Commission plans to work with the
Division of Purchasing and Contract in the Department of Administration,
the Attorney General’s Office, and others who have expertise in
developing similar Requests for Proposal (RFPs) and contracts. The
Commission plans to develop RFP requirements and establish the
implementation timeline in 2019. The Program Evaluation Division surveyed
local ABC boards and found widespread interest in issues surrounding
warehouse services, including the delivery schedule and billing.

A contracted service of this scale and complexity is unique in North
Carolina state government and may require specialized logistical planning
and expertise beyond what the Division of Purchasing and Contract and
Attorney General’s Office can provide. As the ABC Commission prepares
to rebid North Carolina’s liquor warehouse contract, other control states
with private warehouse arrangements may be a resource for technical
assistance.

The Program Evaluation Division found that control states have a
variety of liquor warehousing arrangements. Overall, most control states
own and operate their liquor warehouses with government employees.
Several states, like North Carolina, own at least one warehouse but
contract with a private company to operate the warehouse and distribute
liquor to stores. Two states, Michigan and Ohio, do not own liquor
warehouses and contract for warehouse services. Exhibit 21 provides
information on warehouse arrangements for each control state.

% Office of the State Auditor. (2018, August). Alcoholic Beverage Confrol Commission Warehouse Contract. Performance Audit. Raleigh,

State of North Carolina.
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Exhibit 21: Most Control States Own and Operate Their Liquor Warehouses
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Special order process. Liquor products that are not listed on the approved
state price listing may be special ordered. A retail or mixed-beverage
customer must contact a local ABC board and make a request to purchase
a case of unlisted liquor. The local ABC board then makes a request to the
ABC Commission. The Commission contacts the vendor for the price and
advises the local board, which then advises the customer as to how much
each case will cost. Customers do not have the option to buy a single bottle
of special order liquor; they are required to buy a case. The special order
must be prepaid by the customer to the local ABC board, which places the
order with the Commission. During this evaluation, the Program Evaluation
Division heard the contention that local ABC boards should be allowed to
let customers purchase a bottle of special order liquor and then sell the
remaining bottles in the case on store shelves at their discretion. This change
would allow local ABC boards to better serve their retail and mixed-
beverage customers who cannot afford or do not need a full case of
special order liquor. The ABC Commission does not currently charge an
administrative fee for managing the special order process for local ABC
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28 N, C. Gen. Stat. § 18B-100.
22 N. C. Gen. Stat. § 18B-802.

boards because the number of special orders is limited by the requirement
that a customer must purchase a full case. Under a more flexible process,
the number of special orders would be expected to increase, and the ABC
Commission noted that more staff resources might be needed to manage
special orders.

Services for mixed beverage permittees. State law prevents local
ordinances from requiring additional permits or fees beyond those
established in law, which means that local ABC boards cannot charge
mixed beverage permittees a delivery fee.?8 The Program Evaluation
Division heard from local ABC boards and stakeholder groups that mixed-
beverage permittees would prefer to have liquor delivered to them. In
order fo remedy the inconvenience, some local boards reported that they
provide a free delivery service to mixed beverage permittees despite
associated costs. If local ABC boards had the avthority to charge a
delivery fee, more boards would be likely to offer the service to mixed-
beverage permittees.

Opening ABC stores on Sundays. State law prohibits local boards from
selling alcoholic beverages between the hours of 9:00 P.M. and 9:00 A.M.
and on Sundays.?? The Program Evaluation Division heard from some local
ABC boards and stakeholders that communities should have the option to
open ABC stores on Sundays. Stakeholders noted that state law allows
packaged beer and wine to be sold in retail stores on Sundays starting at
noon and that some consumers prefer to shop on Sundays.

Currently, 42 states and the District of Columbia allow Sunday liquor sales
including 20 states that authorize local governments to decide whether to
allow or prohibit Sunday sales. As shown in Exhibit 10 in this report, four
southeastern states prohibit Sunday off-premises liquor sales: Mississippi,
North Carolina, South Carolina, and West Virginia. Other than Tennessee,
which allows Sunday liquor sales throughout the state, the other
southeastern states allow local governments to regulate Sunday liquor
sales.

To understand how North Carolina citizens would view Sunday sales of
liquor by ABC stores, the Program Evaluation Division sought out public
opinion as to whether ABC stores should be open or closed on Sundays. As
shown in Exhibit 22, the majority of citizens polled by Elon University said
that they thought ABC stores should remain closed on Sundays; this option
was also the most popular among respondents to the High Point University
poll.
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Exhibit 22

Public Opinion Favors
Keeping ABC Stores Closed
on Sundays

30 N, C. Gen. Stat. § 18B-301(f)(1).

ABC stores open on Sundays
ABC stores closed on Sundays 52% 46%

Don't know/Refused 1% 9%

Notes: The Elon University Poll used a blended online-phone sample for its survey, but
the ABC questions were only asked to phone respondents to allow for confirmation that
respondents were registered voters in North Carolina. The margin of error on these
results is £5%. The High Point University Poll also used a blended online-phone sample
for its survey but the ABC questions were asked to both online and phone respondents.
The online sampling is derived from a panel of respondents, and therefore their
participation does not adhere to usual assumptions associated with random selection.
Because of the blended design, the High Point University Poll provided a credibility
interval of +5.4 percentage points to account for a traditional 95 percent confidence
interval for the estimates (£3.4 percentage points) and a design effect of 1.6 (based on
the weighting).

Source: Program Evaluation Division from data provided by Elon University and High
Point University Polls.

Liquor tastings in ABC stores. State law prohibits consumption of liquor on
the premises of an ABC store, which means ABC stores cannot offer in-store
liquor tastings for customers.*® The Program Evaluation Division heard from
liquor suppliers and brokers and some local ABC boards that boards
should have the option to offer in-store tastings with appropriate
regulation of the activity. They said that customers wanted the opportunity
to try liquor products before purchasing them, especially expensive ones.
The Program Evaluation Division found that 37 states allow retail stores to
offer liquor tastings. Exhibit 23 shows that most southeastern states allow
in-store liquor tastings. Florida, Georgia, and North Carolina are the only
southeastern states that prohibit in-store tastings.
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Exhibit 23

Most Southeastern
States Allow In-Store
Liquor Tastings

31 N. C. Gen. Stat. § 18B-1001(19)
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Source: Program Evaluation Division based on information from the 2016 Fact Book:
Beverage Alcohol State Facts and Regulations by the Beverage Information Group.

State law already allows North Carolina distilleries to provide liquor
tastings, and permitting liquor tastings in ABC stores would offer liquor
consumers the opportunity to try liquor products from out-of-state
distilleries.?!

In summary, in liev of changing North Carolina's system for regulating
liquor sales, the State could choose to further modernize its current system.
Streamlining local ABC board operations could increase efficiency and
profitability, including through board mergers in counties with multiple ABC
boards. In addition, purchase-transportation permits do not reflect current
attitudes about access to alcoholic beverages. Local ABC boards and other
stakeholders identified several other ideas for modernizing the current
system for regulating liquor in North Carolina including modifying the
special order process, allowing ABC stores to be open on Sundays, and
allowing ABC stores to offer in-store liquor tastings.
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Recommendations

North Carolina’s ABC system has seen few changes since its initial
authorization in 1937 when legislation created a state monopoly for the
sale of liquor. Legislative consideration of potentially changing how North
Carolina regulates liquor sales would involve wide-ranging deliberation.

The first legislative consideration would be determining how the
government's role in controlling liquor sales would change. Based on the
experience of other control states, this evaluation identified two options for
changing the government’s role:

e ending government control of retail liquor sales or

e ending government control of wholesale and retail liquor sales.

This initial decision would guide legislative consideration of the regulatory,
operational, and financial modifications to the current system that would be
subsequently necessary.

If the General Assembly decides to change how North Carolina
regulates liquor sales, the Program Evaluation Division would
recommend appointing a joint legislative commission to determine how
state and local government roles in regulating liquor sales would
change. As a starting point for the joint legislative commission, this
evaluation provides a road map to guide legislative decisions for existing
and new components of the alcohol beverage control system for liquor {see
Exhibit 7 on page 16).

If the General Assembly decides not to pursue changing North Carolina’s
system, the Program Evaluation Division makes the following seven
recommendations to further modernize the current system for controlling
liquor sales.

Recommendation 1. The General Assembly should direct local ABC
boards located in counties with two or more boards to consolidate local
ABC operations and establish a merged ABC board.

As discussed in Finding 4, the Program Evaluation Division found that
counties with only one ABC board have more profitable and efficient
operations than counties served by multiple boards. Board mergers have
reduced operating costs and increased profitability for the 11 merged
boards currently in existence, and merged boards were more likely to
outperform other ABC boards in terms of profit and operating margins.
According to ABC statutes, the ABC Commission can approve mergers but
does not have the authority to compel consolidation to improve system
efficiency. If all local ABC boards located in a county with multiple boards
were required to merge into one board, the resulting merged boards
would be more efficient and likely distribute a higher proportion of
revenue back to the community compared to multiple boards operating in
the same county.

To increase the profitability and efficiency of the ABC system, the General
Assembly should direct local ABC boards located in counties with two or
more boards to consolidate local ABC operations and establish a merged
board. Existing state law (N. C. Gen. Stat. § 18B-703) already addresses
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the merger of local ABC operations. This law should be modified to
mandate mergers in counties with two or more local ABC boards that are
not already participating in a merged ABC board. In addition, the
language in state law that allows cities and counties to dissolve their
merged operation at any time and resume their prior separate operations
should be modified so that dissolution can only happen if a city or county
chooses to join a different merged ABC board.

To ensure that board mergers occur within a reasonable timeframe, the
General Assembly should mandate that all mergers must be completed no
later than June 30, 2021.

Recommendation 2. The General Assembly should eliminate the
purchase-transportation permit requirement for liquor in N.C. Gen. Stat.
§§ 18B-303 and 18B-403.

The Program Evaluation Division recommended in its 2008 evaluation,
North Carolina’s Alcohol Beverage Control System Is Outdated and Needs
Modernization, that the purchase-transportation permit requirement limiting
the amount of liquor a consumer can purchase at one time be eliminated.
The General Assembly did not take action on this recommendation. As
discussed in Finding 4 of this report, purchase-transportation permits were
originally established to deter bootlegging, which is no longer a serious
problem in North Carolina. Local ABC boards reported that these permits
impose an administrative burden on ABC stores and liquor customers.

To improve services for liquor customers and reduce the administrative
burden on local ABC boards, the General Assembly should eliminate the
purchase-transportation permit requirement for liquor in N.C. Gen. Stat. §§
18B-303 and 18B-403.

Recommendation 3. The General Assembly should direct the ABC
Commission to report on the process for obtaining a new contract for
receipt, storage, and distribution of liquor by an independent contractor.

The ABC Commission will bid for warehouse services prior to the expiration
of its current contract in 2021. To ensure that concerns identified by the
State Auditor are addressed, the General Assembly should monitor the
Request for Proposal (RFP) process for the warehouse contract until the ABC
Commission selects a contractor to operate the ABC warehouse and liquor
distribution system.

The General Assembly should direct the ABC Commission to report
quarterly to the Joint Legislative Oversight on Justice and Public Safety
Committee on its process for selecting a contractor to operate the ABC
warehouse and liquor distribution system. At a minimum, the quarterly
report should include
® a schedule for developing and issuing the RFP, including how the
ABC Commission is meeting the milestones identified in the schedule;
e identification of state agencies and other entities providing the ABC
Commission with technical assistance on RFP development and
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contract negotiation, including a description of the technical
assistance that is being provided;

e description of ABC Commission consultation with local ABC boards
to ensure the latter’s concerns and expectations are addressed
during RFP development and contract negotiations;

® d copy of the RFP when it is released;

e a copy of the final ABC warehouse contract and financial terms;
and

e an implementation schedule for transitioning from the existing ABC
warehouse contract to the new contract.

The ABC Commission should be directed to submit its first report on
October 15, 2019. Subsequent reports should be submitted 15 days after
the end of each quarter until the final ABC warehouse contract has been
awarded.

Recommendation 4. The General Assembly should direct the ABC
Commission to allow ABC stores the flexibility to provide less than a
full case of product to a special order customer and sell the remaining
product in the ABC store.

During this evaluation, the Program Evaluation Division heard that local
ABC boards should be permitted to allow a customer to purchase a bottle
of special order liquor and then sell the remaining bottles in the case on
store shelves at their discretion. This adjustment would allow local ABC
boards to better serve their retail and mixed-beverage customers who are
interested in purchasing a special order liquor product but cannot afford or
do not need a full case of it.

To increase the availability of special order liquor products for retail and
mixed-beverage liquor customers, the General Assembly should direct the
ABC Commission to modify administrative rules to allow ABC stores the
flexibility to provide less than a full case of product to special order
customers and sell the remaining product in the ABC store. In addition, the
General Assembly should authorize the ABC Commission to charge local
ABC boards an administrative fee to cover the cost of managing the
special order process.

Recommendation 5. The General Assembly should modify existing
state law to allow local ABC boards to charge mixed beverage
permittees a delivery fee.

As discussed in Finding 4, the Program Evaluation Division found that state
law prevents local ordinances from requiring additional permits or fees
beyond those established in law, and as a result local ABC boards cannot
charge mixed beverage permittees a delivery fee. Both local ABC boards
and stakeholder groups mentioned that mixed beverage permittees would
prefer to have liquor delivered to their establishments. Permitting local
ABC boards to charge a delivery fee would make it financially feasible for
more boards to offer a delivery service for their mixed beverage
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permittees. The General Assembly should enact state law that specifically
authorizes local ABC boards to charge a fee for delivery services provided
to mixed-beverage permittees in their jurisdiction.

Recommendation 6. The General Assembly should consider enacting
state law to allow local governments the option to open ABC stores on
Sundays.

The Program Evaluation Division heard from some local ABC boards and
stakeholders that communities should have the option to open ABC stores on
Sundays. Currently, 20 states authorize local governments to decide
whether to allow or prohibit Sunday package or off-premises liquor sales.
In 2017, the General Assembly enacted state law authorizing counties and
municipalities to adopt ordinances to allow on-premises alcoholic beverage
permittees to serve beer, wine, ond mixed beverages beginning at 10:00
A.M. on Sundays.

To allow communities the flexibility to decide whether ABC stores should be
open on Sundays, the General Assembly should enact state law authorizing
counties and municipalities to adopt ordinances directing the local ABC
board serving their jurisdiction to open ABC stores on Sundays. Local
governments should be required to consult with the local ABC board
serving their community prior to adoption of the ordinance.

Recommendation 7. The General Assembly should enact state law to
allow in-store liquor product tastings in ABC stores in accordance with
the permit requirements in N.C. Gen. Stat. § 18B-1114.7.

The Program Evaluation Division heard from liquor suppliers and brokers
and some local ABC boards that boards should have the option to offer in-
store tastings of liquor products with appropriate regulation of the activity.
State law already allows North Carolina distilleries to provide liquor
tastings, and permitting liquor tastings in ABC stores would offer liquor
consumers the opportunity to try liquor products from both in-state and out-
of-state distilleries.

The General Assembly should enact state law to allow local ABC boards
the option to offer in-store liquor product tastings in ABC stores in
accordance with the permit requirements already in state law.

Appendices

Appendix A: Financial and Operational Considerations for Three
Alternative Liquor Regulatory Systems

Appendix B: Estimated Revenue Calculations for Current Liquor Regulatory
System and Three Alternative Systems

Appendix C: Comparison of Estimated Liquor Pricing for Current
Regulatory System and Three Alternative Systems
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surcharge to support the
cost of ABC Commission
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Appendix A: Financial and Operational Considerations for Three Alternative Liquor Regulatory Systems
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PED assumed that the
bailment surcharge
would end because the
State would no longer
control wholesale liquor
distribution.

PED assumed that th
would continve because the Commission would
control wholesale liquor distribution.

The current bailment surcharge fully supports
ABC Commission operations so PED did not
change it for the analysis. Under the licensure
option, the ABC Commission would need
replacement funding to cover the cost of
operations.

ABC warehouse
operations

The ABC Commission
charges a bailment fee
to support the cost of the
ABC warehouse and
distribution system.

PED assumed that the
bailment fee would end
because the State
would not control
wholesale distribution.

PED assumed that the $1.50 bailment fee would
continue because the Commission would control
wholesale liquor distribution.

The current bailment fee fully supports
warehouse operations so PED did not change it
for the analysis.

Number of retail
licenses

Licenses determine the
number of retail liquor
stores.

PED assumed that the ABC Commission would contract with or license 1,000
retail businesses to sell packaged liquor.

This assumption would increase the statewide
outlet density for liquor from 0.58 stores per
10,000 adults to 1.35 stores per 10,000 adults.

Liquor
consumption
growth rate

There is a correlation
between liquor density
and liquor consumption.
States with higher outlet
density are more likely to
have higher liquor
consumption

For each option, the initial cost of goods sold for home consumption for Fiscal
Year 2017-18 was increased by 20% to reflect estimated consumption
growth.

PED used the following formulas to estimate the growth in liquor consumption
if outlet density was increased.

Adult liquor consumption = (0.35)(In(outlet density per 10,000 adults)) +1.96
2.07 = (0.35)In(1.35))=1.96

(Increased adult liquor consumption — 2015 liquor consumption)}/2015 liquor
consumption

(2.07 = 1.72)/1.72 = .2035 rounded to 20%

PED conducted a linear regression to investigate
the relationship between outlet density per
10,000 adults and adult liquor consumption
across states using 2015 and 2016 data. The
assumption for linearity was not met, indicating
that o log transformation of the y-axis {adult
liquor consumption) was needed. Ordinary Least
Squares (OLS) regression on the transformed
data showed a significant relationship (p <
0.001) between outlet density and liquor
consumption {log y = 0.68 + 0.34x), with an R2
value of 0.29. The R?2 value indicates 29% of the
variation in consumption is explained by the
model containing only outlet density.

Initial cost of
goods sold

Liquor revenues were
calculated on the initial
cost of goods sold.

PED used the Fiscal Year 2017-18 estimated cost of goods sold provided by
the ABC Commission minus the bailment fee and bailment surcharges for the
analysis.

$5564,698,166 = $581,037,960 COGS —($7,090,854 + 9,248,940)

For each option, 80.3% of estimated cost of goods sold (retail sales for home
consumption) was increased by 20% to reflect higher liquor consumption
resulting from more liquor stores. Mixed beverage sales were not adjusted
(19.7% of estimated cost of goods sold).

Under the licensure model, private wholesalers
may or may not be able to get liquor at the
same price as the State—the cost of goods may
vary across the state.
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State excise tax
on liquor

Revenue from the excise
tax on liquor goes to the
State General Fund.

PED assumed that the
state excise tax on
liquor would increase
from 30% to 33.6% to

maintain state revenve.

Currently, the State excise tax on liquor is 30%,
and PED assumed that the tax rate on would not
change for the agency store and private retail
options.

Under the agency store and private retail
options, state revenue could be maintained by
adding a state markup percentage to the pricing
formula instead of increasing the excise tax on
liquor. Under the licensure model, the ABC
Commission would not control liquor pricing which
means the only mechanism to maintain state
revenue is to increase the State excise tax.

State sales tax
on liquor

Revenue from the sales
tax on liquor goes to the
State General Fund.

Currently, the sales tax on liquor is 7%, and PED assumed that the tax rate
would not change for the three options. The cost of goods sold to mixed
beverage permittees is excluded from sales tax calculations because the
permittees do not pay sales tax. PED found that 19.7% of Fiscal Year 2017—
18 total liquor sales in North Carolina were purchased by mixed beverage
permittees. Estimated sales tax for each option is calculated for 80.3% of
estimated total liquor sales for Fiscal Year 2017-18.

The amount of sales tax revenue collected under
each option differs because the amount is
determined by the estimated cost of liquor prior
to the sales tax calculations.

Mixed beverage
tax

Revenue (55%) from the
mixed beverage tax
goes to the State
General Fund and the
Department of Health
and Human Services.

Currently, the mixed beverage tax is $20 per four liters or $3.75 per 750 ml
bottle of liquor sold to mixed beverage permittees. PED assumed that the tax
would not change for the three options, and that tax revenue would continue
to go to the State General Fund (50%) and the Department of Health and
Human Services (5%).

PED estimated the mixed beverage tax collections were $36.4 million during
Fiscal Year 2017-18. The estimate was calculated by determining the
growth in mixed beverage sales during Fiscal Year 2017-18 as compared to
Fiscal Year 2016-17.

Growth in MBX sales = (2017-18 MBX sales minus 2016-17 MBX
sales)/2016—17 MBX sales.

(221,872,475 - 204,631,073)/204,631,073 = 8.4%.
Estimated MBX taxes for FY2017-18 = (MBX taxes for FY2016—-17 x 8.4%)
33,555,726 x 1.084 = 36,374,560.

PED assumed that private retailers and /or
wholesalers would collect the mixed beverage
tax and submit it to the State when liquor is
purchased by a mixed beverage permitiee.

State liquor
markup

The current ABC
Commission pricing
formula does not include
a state markup for the
General Fund, but a
state markup would be
necessary to maintain
state revenues under the
private retail option.

PED assumed a 1%

PED found that a state
liquor markup was not
needed to maintain
revenue under this
option.

markup under the state
pricing formula that
would be deposited in
the General Fund to
maintain state revenue.

Not applicable because
the ABC Commission
would no longer control
liquor pricing under this
option

PED added a state markup under the Private
Retail option because the ABC Commission
controls the pricing formula for liquor.




State liquor
revenue

The State General Fund
receives tax revenue
from liquor taxes.

During Fiscal Year 2016-17, the State General Fund received $306.3 million
from liquor taxes. For this analysis, PED estimated that Fiscal Year 2017-18
State General Fund revenue from liquor taxes was $319.6 million and used
this number when estimating how each option would affect state revenue and
what changes would be necessary to maintain state revenve.

The Fiscal Year 2017-18 State liquor excise tax revenue estimate was
derived using the following formula:

2017-18 State Liquor Excise Tax Revenue = {2017-18 Estimated Cost of
Goods Sold + Estimated Bailment Fee Revenue + Local ABC Board Markup)
x 30%

The Fiscal Year 2017-18 liquor sales tax revenue estimate was derived
using the following formula:

2017-18 State Liquor Sales Tax Revenue = (2017-18 Cost of Goods Sold
for Home Consumption + Estimated Bailment Fee Revenue + Local ABC Board
Markup + Bailment Fee Surcharge Revenue + Additional Local Government
Markup + Bottle Charge Revenue for Rehabilitation + Bottle Charge
Revenue for Local government) x 7%

PED found that the amount of state revenue

collected is affected by how much the initial cost
of goods sold is marked up prior to the
calculation of liquor taxes. For example, the
current State excised tax on liquor is applied
after the bailment fee ($1.15 per case) and
local ABC board markup (39.6%) has been
added to the initial cost of goods sold.
Decreasing or increasing the markup prior to
applying the State excise tax on liquor affects
the amount of revenue collected.

- e
-

Local ABC Board
Markup

The ABC Commission sets
the local ABC markup to
cover the cost of ABC
store operations and
revenue distributions for
local government.

Currently, the local ABC board markup is 39.6%. PED assumed that the local
ABC board markup would be eliminated under each option.

PED assumed that the local ABC boards would
be dissolved and their stores closed which would
eliminate the need for the local ABC board
markup.

Bottle charge for
rehabilitation

Revenue from this bottle
charge must be spent on
substance abuse
research, education, or
treatment.

Currently, the bottle charge for rehabilitation is 1¢ per bottle of 50 ml or less
and 5¢ per bottle over 50 ml. PED assumed that the bottle charge for
rehabilitation would continue under each option and that the revenue would
be used by local governments for substance abuse research, education or
treatment.

Additional bottle
charge for local
governments

Revenue from this bottle
charge goes to local
government General
Funds and is unrestricted.

Currently, the additional bottle charge for local government is 1¢ per bottle
of 50 ml or less and 5¢ per bottle over 50 ml. PED assumed that the bottle
charge for local governments would continue under each option and that the
revenue would be unrestricted and go to local government General Funds.

Revenue from both bottle charges would increase
under all options because liquor consumption is
estimated to increase. PED assumed that revenue
from both bottle charges would be distributed
based on where the liquor is sold.

Mixed beverage
tax

45% of mixed beverage
revenue goes local ABC
Boards’ gross receipts for
operating costs and
profit distribution.

Currently, the mixed beverage tax is $20 per four liters or $3.75 per 750 ml
bottle of liquor sold to mixed beverage permittees. PED assumed that the tax
would not change for the three options and that the mixed beverage tax
would go directly to local government General Funds instead of local ABC
board gross receipts.

PED assumed that revenue from the mixed
beverage tax would be distributed based on
where liquor is sold.




Local
government
markup

Revenue from the local
government markup set
by the ABC Commission
goes to local government
General Funds and is
unrestricted.

Currently, the local government markup is 3.5%.
PED assumed that the local government markup
would increase from 12% under the agency store
and private retail options.

Not applicable because
the ABC Commission
would no longer control
liquor pricing under this
option.

PED assumed that the revenue from the local

on where liquor is sold.

State excise tax
for local

A State excise tax for
local government would
be needed under the
licensure option because

Not applicable because the local government
markup controlled by the ABC Commission would
allow local governments to maintain revenue under

PED assumed that a
12% State excise tax
for local government
would be established

PED assumed that the revenue from the State
excise tax for local governments would be

governments the ABC Commission . ) . " distributed based on where liquor is sold.
g the agency store and private retail options. under the licensure
would not control liquor i
. option.

pricing.

Local governments During Fiscal Year 2016-17, local governments received $98 million from

receive revenue from local ABC board profit distributions, local government markup, bottle
Local local ABC board profit charges, and the mixed beverage tax. For this analysis, PED estimated that PED assumed that all liquor revenue for local
Government distributions, local local governments received $105 million during Fiscal Year 2017-18 and governments would be distributed based on
Revenue government markup, used this number when estimating how each option would affect local

bottle charges, and the
mixed beverage tax.

government revenue and what changes would be necessary to maintain

revenue.

where liquor is sold.

Vinoiosle Avro

government markup would be distributed based

Agency store

commission fee

Commission fees
compensate agency
stores for selling liquor
on behalf of state
government.

PED assumed a 10%
commission fee under
the agency store
option.

licensure options.

Not applicable under the private retail and

fees ranged from 6% to 14% of retail liquor
sales. Some states offer incentives for higher
sales or paid a higher commission on a base
level of sales and lowered the commission as

fee of 10% to simplify calculations.

Private retail
store markup

Markup allows private
retailers to profit from
liquor sales.

Not applicable under
the agency sfore
option.

PED assumed a 25% private retail markup for the
private retail and licensure options.

According to the Distilled Spirits Council of the
United States, the national average for private
retail markup is 25% for small to medium
package liquor stores.

Private
wholesale
markup

Markup allows private
wholesalers to profit
from liquor distribution.

Not applicable because the ABC Commission would
continue to control wholesale liquor distribution
under the agency store and private retail options.

PED assumed a 20%
wholesale markup and
applied the markup
after State excise
taxes were calculated.

According to the Distilled Spirits Council of the
United States, the national average for
wholesale markup is 20%.

Source: Program Evaluation Division.

PED reviewed commission fees for control states
that contract with agency stores to sell liquor. The

sales increased. PED assumed a flat commission




Appendix B: Estimated Revenue Calculations for Current Liquor Regulatory System and for Three

Alternative Systems

Current ABC System:

Estimated Revenue Calculations for Fiscal Year 2017-18

Cost of Goods Sold

n/a

$ 564,698,166

Liquor suppliers

+ Bailment Fee $1.50 per case 9,248,940 | ABC Commission Fund
Subtotal 1 _ ss7asarios
+ Local ABC board markup 39.6% 227,283,054 | Local ABC board gross receipts
Sublotal2  $801,230,160
+State Excise Tax 30% 240,369,048 | State General Fund
+ Additional Local government markup 3.5% 28,043,056 | Local government General Fund
+ Bailment surcharge $1.15 per case 7,090,854 | ABC Commission Fund
+ Rehabilitation bottle charge Bottles 50ml or less - 1¢/bottle 4.404 832 Local government restricted funds for
Bottles over 50ml - 5¢/bottle e rehabilitation
+ Local government bottle charge B;;ttl:le;SS;JVr:Ir osrolsjs--sltq)‘{)t:::lt;e 4,404,832 | Local government General Fund
Subtofal 3 $1,085,542,781
+ Sales tax on retail product 7% 61,018,360 | State General Fund
+ Mixed beverage tax $10/4 liters 18,187,280 | State General Fund
$9/4 liters 16,368,552 | Local ABC board gross receipts
$1/4 liters 1,818,728 gee:::/?cr:snem of Health and Human
Tool Gross Revenue _ smmszon

Liquor suppliers

State General Fund

Local ABC board gross receipts
Local governments general funds

ABC Commission Fund

Local government restricted funds for rehabilitation

Department of Health and Human Services

$ 564,698,166

319,574,688
243,651,606
32,447,887
16,339,794
4,404,832

1,818,728

Total Revenve Distribu

- § 1182935701

Source: Program Evaluation Division based on estimated Fiscal Year 2017-18 financial data from the ABC Commission.



Agency Store Option: Estimated Revenue Calculations Based on Fiscal Year 2017-18 Data

Cost of Goods Sold (COGS)

+ Bailment Fee

n/a

$1.50 per case

$ 655,388,691

9,248,940

Liquor suppliers

ABC Commission Fund

Sl 1 | Seseren

+Agency store commission 10% 66,463,763 | Agency stores

+ Local government markup 12% 79,756,516 | Local government General Fund
Subtotal 2 $ 810857910

+State Excise Tax 30% 243,257,373 | State General Fund

+ Bailment surcharge $1.15 per case 7,090,854 | ABC Commission Fund

+ Rehabilitation bottle charge Bottles 50ml or less - 1¢/bottle 5193.153 Local government restricted funds for

Bottles over 50ml - 5¢/bottle e rehabilitation

slbocalgp S minaCot i ghare B;;':;SS&Z:_ osro:'?s_'slt’%:;’:lie 5,193,153 | Local government General Fund
Subtotal 3 e T

+ Sales tax on retail product

+ Mixed beverage tax

$1 0/4 liters

$9/4 liters

$1/4 liters

60,234,211
18,187,280

16,368,552

1,818,728

State General Fund
State General Fund
Local ABC board gross receipts

Department of Health and Human
Services

Total Gross Revenve

- $1,168,201,215

Liquor suppliers
State General Fund

Agency Stores

Local governments general funds

ABC Commission Fund

Local government restricted funds for rehabilitation

Department of Health and Human Services

$ 655,388,691

321,678,864
66,463,763
101,318,221

16,339,794

5,193,153

1,818,728

Total Revenue Distribution

$1,168,201.215

Source: Program Evaluation Division based on estimated Fiscal Year 2017-18 financial data from the ABC Commission.



Private Retail Option: Estimated Revenue Calculations Based on Fiscal Year 2017-18 Data

Cost of Goods Sold {COGS)

+ Bailment Fee

n/a

$1.50 per case

$ 655,388,691

9,248,940

Liquor suppliers

ABC Commission Fund

Sublotal 1 . $ 664,637,631
+State government markup 1% 6,646,376 | State General Fund
+ Local government markup 12% 79,756,516 | Local government General Fund
Subfofal 2 © $751,040524 R
+State Excise Tax 30% 225,312,157 | State General Fund
+ Bailment surcharge $1.15 per case 7,090,854 | ABC Commission Fund
+ Rehabilitation bottle charge Bottles 50ml or less - 1¢/bottle 5193153 Local government restricted funds for
Bottles over 50ml - 5¢/bottle S rehabilitation
+ Local government bottle charge Bottles 50ml or less - 1¢/bottle 5,193,153 | Local government General Fund

Bottles over 50ml - 5¢/bottle

_Sokiekl 3 === S LE
+ Private retail markup 25% 248,457,460 | Private retailers
T e $1242207,302
+ Sales tax on retail product 7% 69,828,969 | State General Fund
+ Mixed beverage tax $10/4 liters 18,187,280 | State General Fund
$9/4 liters 16,368,552 | Local government General Fund
$1/4 liters 1,818,728 Dep('mment of Health and Human
Services
Total Gross Revenue © $1,348,490,831

Liquor suppliers

$ 655,388,691

State General Fund 319,974,783
Private retailers 248,457,460
Local governments general funds 101,318,221
ABC Commission Fund 16,339,794
Local government restricted funds for rehabilitation 5,193,153
Department of Health and Human Services 1,818,728
Total Revenue Distribution $1,348,490,831

Source: Program Evaluation Division based on estimated Fiscal Year 2017-18 financial data from the ABC Commission.



Licensure Option: Estimated Revenue Calculations Based on Fiscal Year 2017-18 Data

Total Gross Revenue

Cost of Goods Sold (COGS) n/a $ 655,388,691 | Liquor suppliers
+State Excise Tax 33.6% 220,210,600 | State General Fund
+State excise tax for local government 12% 78,646,643 | Local government General Fund
Subtotal 1 | $ 954245935
+Private wholesale markup 20% 190,849,187 | Private wholesalers
Sublotal 2 - $1,145,095,122
+ Rehabilitation bottle charge Bottles 50ml or less - 1¢/bottle 5193.153 Local government restricted funds for
Bottles over 50ml - 5¢/bottle e rehabilitation
 LesehigpvenmenybeliisTsangl B;;:T:fg/n:r 05"0'275_-5?/{02‘::'1(3 5,193,153 | Local government General Fund
Subtotal 3 = = 5.3.481;428
+ Private retail markup 25% 288,870,357 | Private retailers
Sobtowla  $1,444351,785
+ Sales tax on retail product 7% 81,187,014 | State General Fund
+ Mixed beverage tax $10/4 liters 18,187,280 | State General Fund
$9/4 titers 16,368,552 | Local government General Fund
$1/4 liters 1,818,728 g:RcixcretTent of Health and Human
 sise9isas

Liquor suppliers

$ 655,388,691

State General Fund 319,584,894
Private wholesalers 190,849,187
Private retailers 288,870,357
Local governments general funds 100,208,348
Local government restricted funds for rehabilitation 5,193,153
Department of Health and Human Services 1,818,728
ABC Commission Fund 0
Total Revenue Distribution 1561913359

Source: Program Evaluation Division based on estimated Fiscal Year 2017~18 financial data from the ABC Commission.



Appendix C: Comparison of Estimated Liquor Pricing for Current Regulatory System and for Three
Alternative Systems

Retail $25.63 $21.83 $25.31 $29.64

Mixed beverage $27.70 $24.15 $27.40 $31.45
Current Liquor Pricing Formula
$151.52 Distiller's price {12 bottle case/80 proof, includes federal excise tax)
+$1.50 Bailment Fee
$153.02 Subtotal case cost
+60.60 Local ABC board markup (39.6%)
$213.62 Subtotal case cost
+64.08 State excise tax (30%)
+7.48 Additional local government markup (3.5%)
$285.177253 Case cost to six decimals
+1.15 Bailment surcharge
$286.327353  Subtotal case cost
+12 Divide above number by number of bottles in case
+0.05 Bottle charge for rehabilitation
+0.05 Bottle charge for profit distribution
$23.9606 Round the result to an integer divisible by five cents ($.05)
$23.95 Retail price per bottle
+51.68 State sales tax (7%)
$25.63 Selling price per bottle to an individual.
$23.95 Retail price per bottle
+$3.75 Mixed beverage tax ($3.75 for 0.75 liters)
$27.70 Selling price to mixed beverage permittee
(No sales tax on liquor resold as mixed beverage)
Agency Store Option Pricing Formula
$151.52 Distiller's price {12 bottle case/80 proof, includes federal excise tax)
+$1.50 Bailment fee
$153.02 Subtotal case cost
+15.30 Agency store commission (10%)
+18.36 Local ABC board markup (12%)})
$186.68 Subtotal case cost
+56.01 State excise tax (30%)
$242.689720 Case cost to six decimals
+1.15 Bailment surcharge
$243.837920 Subtotal case cost
12 Divide above number by number of bottles in case
$20.3200
+0.05 Bottle charge for rehabilitation
+0.05 Bottle charge for profit distribution
$20.4200 Round the result to an integer divisible by five cents ($.05)
$20.40 Retail price per bottle
+$1.43 State sales tax (7%)
$21.83 Selling price per bottle to an individual.
$20.40 Retail price per bottle
_+$3.75 Mixed beverage tax ($3.75 for 0.75 liters)
$24.15 Selling price to mixed beverage permittee

{(No sales tax on liquor resold as mixed beverage)




Private Retail Pricing Formula

$151.52 Distiller's price (12 bottle case/80 proof, includes federal excise tax)
+$1.50 Bailment fee
$153.02 Subtotal case cost
+1.53 State government markup (1%)
+18.36 Local ABC board markup {12%)
$172.91 Subtotal case price
+51.87 State excise tax (30%)
$224.786380 Case cost to six decimals
+1.15 Bailment surcharge
$225.936380 Subtotal case price
+56.48 Private retailer markup (25%)
$282.420475 Case cost to private retailer
=12 Divide above number by number of bottles in case
$23.5350
+0.05 Bottle charge for rehabilitation
+0.05 Bottle charge for profit distribution
$23.6350 Round the result to an integer divisible by five cents ($.05)
$23.65 Retail price per bottle
+$1.66 State sales tax (7%)
$25.31 Selling price per bottle to an individual.
$23.65 Retail price per bottle
_+8$3.75 Mixed beverage tax ($3.75 for 0.75 liters)
$27.40 Selling price to mixed beverage permittee

(No sales tax on liquor resold as mixed beverage)

Licensure Option Pricing Formula

$151.52 Distiller's price (12 bottle case/80 proof, includes federal excise tax)
+50.91 State Excise Tax (33.60%)
+18.18 State excise tax for local government (12%)
$220.61 Subtotal case cost
+44.12 Private wholesale markup (20%)
$264.74 Private wholesaler case price
+66.18 Private retailer markup (25%)
$330.92 Private retailer case price
=12 Divide above number by number of bottles in case
$27.5766
+0.05 Bottle charge for rehabilitation
+0.05 Bottle charge for profit distribution
$27.6766 Round the result to an integer divisible by five cents {$.05)
$27.70 Retail price per bottle
_+$1.94 State sales tax (7%)
$29.64 Selling price per bottle to an individual.
$27.70 Retail price per bottle
+$3.75 Mixed beverage tax ($3.75 for 0.75 liters)
$31.45 Selling price to mixed beverage permittee

(No sales tax on liquor resold as mixed beverage)

Note: Under the licensure option, the private wholesalers may or may not be able to
purchase liquor at the same price as the State. This pricing analysis used the State price
because the actual price that private wholesalers would pay cannot be determined.

Source: Program Evaluation Division based on the ABC Commission’s current pricing formula with financial adjustments based on the
assumptions for each option for changing North Carolina’s alcohol beverage conirol system.
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CHARLOTTE
AGNES C. STEVENS (919) 779-0700
ADMINISTRATOR FAX (919) 661-5927

January 18, 2019

Mr. John W. Turcotte,

Director

N.C. General Assembly Legislative Services Office
Program Evaluation Division

300 N. Salisbury Street,

Suite 100 LOB Raleigh, NC 27603-5925

Dear Director Turcofte:

Thank you very much for the opportunity to review the preliminary draft report related to the current North
Carolina Alcoholic Beverage Control system and the potential ramifications of making changes to the system.

As the report notes, the state of North Carolina does not own the liquor or the retail stores where the liquor is sold
in our state. However, our citizens enjoy the public health benefits as well as the recurring public revenue that are
both halimarks of our current control system. In fact, the first finding of the report is that “among southeastern
states, North Carolina collects the most public revenue per gallon of liquor sold, has the lowest liquor outlet
density, and has the second lowest adult per capita liquor consumption.”

This finding validates North Carolina’s current system and would prompt me to have concerns about making
significant changes to a model that has worked so well for eight decades and continues to work well for the
people of the state. | also believe that organizations always can be improved, and | accept the PED
recommendations for modernization as reasonable ideas to consider.

| will note that the Commission is already under way on some of the modernization recommendations, including
the process of contract review and engaging third-party assistance in rebidding the contract for future warehouse

services.

for their thoroughness and professionalism. The ABC system is complex, and

Last, | would like to thank
in a way that | believe is fair and accurate. Please let me know if | can be of

your team has prese!
assistance in the futdre.

A.D. “Zander’ Guy
Chairman

LOCATION: 400 EAST TRYON ROAD, RALEIGH, NC 27610
AN EQUAL OPPORTUNITY / AFFIRMATIVE ACTION EMPLOYER

http:/fabe.nc.gov
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House Committee on Alcoholic Beverage Control
Tuesday, April 2, 2019 at 3:00 P.M.
Room 1228/1327

MINUTES

The House Committee on Alcoholic Beverage Control met at 3:00 P.M. on April 2, 2019 in Room
1228/1327. Representatives Bell, Boles, Dahle, Dobson, Fisher, Hardister, Holley, Hurley, Lucas,
McGrady, Meyer, Saine, Turner, Willingham, Yarborough, and Zachary attended. Representatives
Lewis and Stevens, Ex-Officio attended.

Representative Jamie Boles presided.

Representative Boles introduced pages, Sergeant at Arms and welcomed all in attendance. He
asked for a moment of personal privilege. He introduced William T. Belvin, Chief ABC Officer
2008-18, and presented him the Order of the Long Leaf Pine. Mr. Belvin thanked everyone
involved in honoring him with this award.

The following bills were considered:

HB 363, Crafi Beer Distribution and Modernization Act. A motion was made by Representative
McGrady to bring the PCS before the Committee. Representative Lewis explained the bill. There
were questions asked by members and Representative Hurley voiced she would not vote for the
bill. Representative Fisher made the motion for a favorable report to the PCS, unfavorable to the
original bill and a referral to the Rules Committee. The motion passed. Handouts were provided
and made a part of the Minutes (Attachment 1).

HB 389, ABC/Univ Athletic Facility. A motion was made by Representative McGrady to bring
the PCS before the Committee. The bill was explained by Representative Bell. Questions and
answers were heard. Representative Hardister motioned for a favorable report to the PCS,
unfavorable to the original bill and a referral to Finance. The motion passed. Handouts were
provided and made a part of the Minutes (Attachment 2).

The meeting adjourned at 3:35 P.M.

J L - | /(ﬁﬁf;f«///%@/

¢'Jarfies L. Bolef, Jr. Dina Long, Committee (gl/grk

Representati
Presiding






VISI'TOR REGISTRATION SHET

House Committee on Alcoholic Beverage Control _ _ 3/19/2019

Name of Committee

Date

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

NAME FIRM OR AGENCY AND ADDRESS
i Walte Cowty ABC
Bﬂ/m\_ el IAIR lscker Dave /?a/e:gtx,/UC 270¢
;-Z“g\W/—e.g__&.,_, LU Co A (212 terrctin n Ka LAVS
foin banene | Wle (b ABC g1 wickes e Aabigh

L 24 17 i)
%/,/f e ANV ‘:?'f?f‘

{

N P

APL/C

PR

NC Bsze g/ iJ: nNE_
/







NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2019-2020 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Tuesday, April 2,2019

TIME: 3:00 PM

LOCATION: 1228/1327 LB

COMMENTS: Presentation by Local ABC-ALE

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 363 Craft Beer Distribution & Representative Lewis
Modernization Act. Representative Bell

Representative Jackson
Representative Reives
HB 389 ABC/Univ Athletic Facility. Representative Bell
Representative Boles
Representative Goodman
Representative Lewis

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 11:55 AM on
Thursday, March 28, 2019.

__ Principal Clerk
___Reading Clerk — House Chamber

Dina Long (Committee Assistant)






House Committee on Alcoholic Beverage Control
Tuesday, April 2, 2019, 3:00 PM
1228/1327 Legislative Building

AGENDA

Welcome and Opening Remarks — Chairman Boles

Introduction of Pages

Bills
BILL NO. SHORT TITLE SPONSOR
HB 363 Craft Beer Distribution & Representative Lewis

Modernization Act. Represeniative Bell
Representative Jackson
Representative Reives
HB 389 ABC/Univ Athletic Facility. Representative Bell
Representative Boles
Representative Goodman
Representative Lewis

Presentations — Local ABC-ALE

Other Business

Adjournment






NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

FAVORABLE COM SUB , UNFAVORABLE ORIGINAL BILL AND RE-REFERRED

HB 363 Craft Beer Distribution & Modernization Act.
Draft Number: H363-PCS10327-TQ-7
Serial Referral: =~ RULES, CALENDAR, AND
OPERATIONS OF THE HOUSE

Recommended Referral: None
Long Title Amended: No
Floor Manager: Lewis

TOTAL REPORTED: 1
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NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

FAVORABLE COM SUB , UNFAVORABLE ORIGINAL BILL AND RE-REFERRED

HB 389 ABC/Univ Athletic Facility.
Draft Number: H389-PCS10323-SAf-13
Serial Referral: FINANCE

Recommended Referral: None
Long Title Amended: No
Floor Manager: Bell

TOTAL REPORTED: 1
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ATTACHMENT #1

GENERAL ASSEMBLY OF NORTH CAR¢
SESSION 2019

HOUSE BILL 363

PROPOSED COMMITTEE SUBSTITUTE H363-CSTQ-7 [v.2]
03/28/2019 05:09:09 PM

Short Title:  Craft Beer Distribution & Modernization Act. (Public)

Sponsors:

Referred to:

March 18, 2019

A BILL TO BE ENTITLED
AN ACT TO CONFIRM THE STATE'S SUPPORT OF THE THREE-TIER SYSTEM FOR
DISTRIBUTION OF MALT BEVERAGES AND THE FRANCHISE LAWS, TO MAKE
ADJUSTMENTS TO MODERNIZE THE EXEMPTIONS TO THE THREE-TIER
SYSTEM, AND TO PROMOTE THE GROWTH OF SMALL AND MID-SIZED
INDEPENDENT CRAFT BREWERIES.

Whereas, the General Assembly reaffirms its support of the Beer Franchise Law and
the three-tier system for the distribution of malt beverages and finds that the Beer Franchise Law
and the three-tier system does all of the following:

¢)) Promotes consumer choice and product variety by providing a platform that
enables new malt beverage products to come to market that might not
otherwise be available to the consumer. These laws encourage wholesalers to
make investments in their businesses necessary to expand distribution of new
products and to allow large and small breweries alike an opportunity to enter
the market through independent distribution. Wholesaler investments include
adding resources such as warehouses, personnel, vehicles, equipment,
merchandise, and marketing. Consumers have access to an exceedingly wide
array of malt beverage products, unlike other industries that foster closed
distribution networks and vertical integration.

2) Promotes the growth of the craft beer industry by providing suppliers with
access to markets outside of the brewery. Brewers that use wholesalers are
able to instantly access and utilize a wholesaler's established infrastructure in
markets they may not otherwise be able to enter. Smaller breweries further
benefit because wholesalers are able to act independently to carry all brands,
from large and small suppliers. The goal of these laws is to allow brewers of
all sizes to fairly compete in the marketplace and to access retailers of all sizes.

(3)  Helps ensure that the industry, as a whole, complies with the alcohol laws of
this State. A wholesaler must remain independent and free from unfair
conduct to promote responsible sales and marketing practices. Wholesaler
independence also promotes and maintains fair dealing among industry
participants. Ultimately, these measures protect consumers and the public
from abuses that might occur absent the three-tier system.

(4)  Promotes a vibrant marketplace that carefully balances fair competition with
health and public safety concerns. The Beer Franchise Law and the three-tier
system ensure that all three tiers operate independently and on a level playing
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field so that no one participant or sector of the industry becomes too dominant
over the others. These laws allow for fair checks-and-balances in the beer
industry. Wholesaler independence further creates a transparent and
accountable distribution system that assists in identifying improper marketing
practices and potentially unsafe products when issues arise, and provides
brewers that engage a wholesaler with an established means to access new
markets.

Prevents vertical integration of the manufacturing, distribution, and retail
tiers. This still occurs in other countries today where adverse health and public
safety effects are observed. The historical three-tier system model
incorporated a deliberate regulatory structure that prevents monopolization.
However, as the number of beer industry participants has grown substantially,
it is necessary to make important adjustments to the three-tier system to
promote the overall success of the beer manufacturing industry in North
Carolina by recognizing the different stages of brewery development.

Assists in collecting excise taxes, particularly from nonresident suppliers.
While self-distributing resident breweries are required to remit excise taxes
directly to the Department of Revenue, wholesalers collect and remit the
excise tax on malt beverages on behalf of resident and nonresident suppliers
to the Department of Revenue, totaling approximately $140 million in excise
taxes each year to the State.

Promotes local regulatory control, temperance, and moderate consumption of
malt beverages. The three-tier system in particular incorporates features to
promote healthy competition in the marketplace while minimizing
overly-aggressive marketing practices, such as limits on quantity discounts,
requirements of nondiscriminatory treatment among wholesalers and retailers,
and limits on advertising and promotional materials. The three-tier system also
provides clear chain of custody for products in distribution, which enables law
enforcement to easily track products in the marketplace when issues arise.
Provides a vital platform that promotes product safety for consumers. Malt
beverage distributors invest heavily in infrastructure, such as modern
warehouses and vehicles, that maintain product integrity during distribution.
There are also strict recordkeeping requirements, which enable wholesalers to
readily track malt beverage products sold in the market for prompt return in
the event of a product recall.

Encourages wholesalers, under the Beer Franchise Law, to invest capital and
labor for suppliers of all sizes, large and small, to expand into new markets
with new products. Unfair or arbitrary termination is prohibited, but suppliers
who are subject to the Beer Franchise Law are still afforded the ability to
terminate a distribution agreement for good cause. The Beer Franchise Law
inhibits forced consolidation among wholesalers. The three-tier system also
affords small retailers the same market access opportunities to the same wide
selection of brands that other large-scale retailers have, and on equal terms.

Whereas, the General Assembly also reaffirms its support of the craft beer industry
and makes the following findings:

)

The current small-brewery provisions of Chapter 18B of the General Statutes
were intended to foster the growth of small craft breweries while
simultaneously protecting wholesalers from the risk of economic uncertainty.
Since the adoption of those provisions, however, the craft beer industry has
seen exponential growth. The craft beer industry now provides a significant
source of high-quality manufacturing and service employment and wages and

House Bill 363 H363-CSTQ-7 [v.2]
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generates significant tax revenue for the State. In addition, the growth of the
craft beer industry has resulted in significant positive secondary impacts on
the economy through increased business to a myriad of suppliers to the craft
breweries, resulting in even greater employment and tax revenue for the
State's citizens.

2) It is in the best interest of the State to continue supporting the entrepreneurial
spirit and economic growth driven by the craft beer industry. Yet it remains
vital to preserve the integrity of the State's three-tier system. Today, mid-sized
independent breweries possess only a fraction of the malt beverage market in
light of increased consolidation and globalization of large suppliers.
Consequently, the growth of these mid-sized independent breweries promotes
economic development, employment and wages, and significant tax revenue
without the same risks of harm that the three-tier system is designed to
minimize.

3) In view of these new market realities, the existing small brewery provisions
of Chapter 18B of the General Statutes warrant revision. Specifically,
recognition for a new category of breweries, Mid-Sized Independent
Breweries, is needed to reflect the market's evolution, foster the continued
growth of the craft beer industry, promote consumer choice, ensure access to
market, and promote stable and healthy competition in the malt beverage
industry in this State. The following legislative enactments are expressly
intended to further these purposes.

Whereas, the General Assembly finds that regulation of the malt beverage industry
and the objectives sought to be achieved by this act fall squarely within the authority granted to
the State by the 21st Amendment to the United States Constitution and the inherent police powers
of this State; Now, therefore,

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 18B-100 reads as rewritten:
"§ 18B-100. Purpose of Chapter.

This Chapter is intended to establish a uniform system of control over the sale, purchase,
transportation, manufacture, consumption, and possession of alcoholic beverages in North
Carolina, and to provide procedures to insure the proper administration of the ABC laws under a
uniform system throughout the State. This Chapter shall be liberally construed to the end that the
sale, purchase, transportation, manufacture, consumption, and possession of alcoholic beverages
shall be prohibited except as authorized in this Chapter. If any provision of this Chapter. or its
application to any person or circumstance, is determined by a court or other authority of
competent jurisdiction to be invalid or unconstitutional, such provision shall be stricken and the
remaining provisions shall be construed in accordance with the intent of the General Assembly
to further limit rather than expand commerce in alcoholic beverages. and with respect to malt
beverages, unfortified wine. and fortified wine, the remaining provisions shall be construed to
enhance strict regulatory control over taxation, distribution, and sale of alcoholic beverages
through the three-tier regulatory system and the franchise laws imposed by this Chapter.

Except as provided in this Chapter, local ordinances establishing different rules on the
manufacture, sale, purchase, transportation, possession, consumption, or other use of alcoholic
beverages, or requiring additional permits or fees, are prohibited."

SECTION 2. G.S. 18B-1104(a)(8) reads as rewritten:

"(8) Obtain a malt beverage wholesaler permit to sell, deliver, and ship at
wholesale enly-up to 50,000 barrels of malt beverages manufactured by the
brewery—brewery per year to unaffiliated retail permittees. The authorization
of this subdivision applies to a brewery that sells, to consumers at the brewery,
to wholesalers, to retailers, and to exporters, fewer than 25:600-100.000

H363-CSTQ-7 [v.2] House Bill 363 Page 3
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barrels of malt beverages produced by it per year. The barrelage limitations
set forth in this subdivision apply regardless of the number or type of permits
that may be issued to a brewery under this Chapter. A brewery not exceeding
the sales quantity limitations in this subdivision may also sell the malt
beverages manufactured by the brewery, and malt beverages produced under
subdivision (6a) of this subsection, at not more than three other locations in
the State, where the sale is legal, upon obtaining the appropriate permits under
G.S. 18B-1001. A brewery operating any additional retail location pursuant to
this subdivision under a different trade name than that used at the brewery
shall also offer for sale at that location a reasonable selection of competitive
malt beverage products. A sale at any additional retail location under this
subdivision shall not be considered a wholesale sale for the purposes of Article
13 of this Chapter. Except as provided in G.S. 18B-1116(b), the Commission
shall have no authority to grant an exemption to or otherwise allow a brewery
permittee more than the three additional retail locations authorized by this
subdivision. Malt beverages manufactured by a supplier permittee that owns
five percent (5%) or more of a brewery permittee acting under the authority
granted in this subdivision shall be included in determining whether the
brewery permittee complies with the barrelage limitations set forth in this
subdivision."
SECTION 3. G.S. 18B-1116 reads as rewritten:
"§ 18B-1116. Exclusive outlets prohibited.

(b)  Exemptions. — The Commission may grant exemptions from the provisions of this
section. Any exemption entered by the Commission in which any brewery or any officer, director.
or affiliate of the brewery has a direct or indirect financial interest in the business of any retailer
beyond the number of additional retail locations authorized by G.S. 18B-1104 shall prohibit the
brewery's malt beverages from being sold to or purchased by that retailer. In determining whether
to grant an exemption, the Commission shall consider the public welfare, the quantity and value
of articles involved, established trade customs not contrary to the public interest, and the purposes
of this section.

SECTION 4. G.S. 18B-1300 reads as rewritten:
"§ 18B-1300. Purpose.
Pursuant to the authority of the State under the Twenty-First Amendment to the United States
Constitution, the General Assembly finds that regulation of the business relations between malt
beverage manufacturers and importers and the wholesalers of such products is necessary to:

) Prevent unfair or unlawful trade practices by enabling wholesalers to refuse
to participate in such practices without fear of arbitrary or unlawful retribution

from suppliers.

(6) Provide wholesalers with rights and remedies in addition to those existing by
contract or common law.

(1)  Govern all agreements between suppliers and wholesalers, including any
renewals or amendments.

@ Protect wholesalers against unfair treatment by suppliers.

9) Preserve investments made by wholesalers in franchise agreements through

minimization of arbitrary termination.
(10) Promote consumer choice by ensuring an independent wholesale distribution
tier that enables wholesalers to distribute competing products of other

suppliers.

Page 4 House Bill 363 H363-CSTQ-7 [v.2]
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(11)  Prevent vertical integration of the malt beverage market."

SECTION 5. G.S. 18B-1305(al) reads as rewritten:

"(al) Termination by a Small Brewery. — A brewery's authorization to distribute its own
malt beverage products pursuant to G.S. 18B-1104(a)(8) shall revert back to the brewery, in the
absence of good cause, following the fifth business day after confirmed receipt of written notice
of such reversion by the brewery to the wholesaler. The brewery shall pay the wholesaler fair
market value for the distribution rights for the affected brand. For purposes of this subsection,
"fair market value" means the highest dollar amount at which a seller would be willing to sell
and a buyer willing to buy at the time the self-distribution rights revert back to the brewery, after
each party has been provided all information relevant to the transaction. This subsection only
applies to a brewery that sells to consumers at the brewery, to wholesalers, to retailers, and to
exporters, fewer than 25.000 barrels of malt beverages produced by it per year. Malt beverages
manufactured by a supplier permittee that owns five percent (5%) or more of a brewery permittee
shall be included in determining whether the brewery permittee complies with the barrelage
limitations set forth in this subdivision. For purposes of this subsection, the term "barrel" is as
defined in G.S. 18B-1104."

SECTION 6. If any provision of this act or its application is held invalid, the
invalidity does not affect other provisions or applications of this act that can be given effect
without the invalid provisions or application, and to this end the provisions of this act are
severable.

SECTION 7. This act does not apply to any exemption order or amendment thereto
entered by the Alcoholic Beverage Control Commission prior to the effective date of this act, or
to any such exemption order or amendment that is renewed or reissued by the Commission after
the effective date of this act.

SECTION 8. This act is effective when it becomes law.

H363-CSTQ-7 [v.2] House Bill 363 Page 5






f—
OO0 ~-1ION N W

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

GENERAL ASSEMBLY OF NORTH CAROLINA
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H 1
HOUSE BILL 363
Short Title:  Craft Beer Distribution & Modernization Act. (Public)
Sponsors: Representatives Lewis, Bell, Jackson, and Reives (Primary Sponsors).
For a complete list of sponsors, refer to the North Carolina General Assembly web site.
Referred to:  Alcoholic Beverage Control, if favorable, Rules, Calendar, and Operations of the

House

March 18, 2019

A BILL TO BE ENTITLED

AN ACT TO CONFIRM THE STATE'S SUPPORT OF THE THREE-TIER SYSTEM FOR
DISTRIBUTION OF MALT BEVERAGES AND THE FRANCHISE LAWS, TO MAKE
ADJUSTMENTS TO MODERNIZE THE EXEMPTIONS TO THE THREE-TIER
SYSTEM, AND TO PROMOTE THE GROWTH OF SMALL AND MID-SIZED
INDEPENDENT CRAFT BREWERIES.

Whereas, the General Assembly reaffirms its support of the Beer Franchise Law and
the three-tier system for the distribution of malt beverages and finds that the Beer Franchise Law
and the three-tier system does all of the following:

(D

@

()

Promotes consumer choice and product variety by providing a platform that
enables new malt beverage products to come to market that might not
otherwise be available to the consumer. These laws encourage wholesalers to
make investments in their businesses necessary to expand distribution of new
products and to allow large and small breweries alike an opportunity to enter
the market through independent distribution. Wholesaler investments include
adding resources such as warehouses, personnel, vehicles, equipment,
merchandise, and marketing. Consumers have access to an exceedingly wide
array of malt beverage products, unlike other industries that foster closed
distribution networks and vertical integration.

Promotes the growth of the craft beer industry by providing suppliers with
access to markets outside of the brewery. Brewers that use wholesalers are
able to instantly access and utilize a wholesaler's established infrastructure in
markets they may not otherwise be able to enter. Smaller breweries further
benefit because wholesalers are able to act independently to carry all brands,
from large and small suppliers. The goal of these laws is to allow brewers of
all sizes to fairly compete in the marketplace and to access retailers of all sizes.
Helps ensure that the industry, as a whole, complies with the alcohol laws of
this State. A wholesaler must remain independent and free from unfair or
oppressive conduct by large suppliers to promote responsible sales and
marketing practices. Wholesaler independence also promotes and maintains
fair dealing among industry participants. Ultimately, these measures protect
consumers and the public from abuses that might occur if large industry
participants were able to control more than one tier of the industry.

LRI
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Promotes a vibrant marketplace that carefully balances fair competition with
health and public safety concerns. The Beer Franchise Law and the three-tier
system ensure that all three tiers operate independently and on a level playing
field so that no one participant or sector of the industry becomes too dominant
over the others. These laws allow for fair checks-and-balances in the beer
industry. Wholesaler independence further creates a transparent and
accountable distribution system that assists in identifying improper marketing
practices and potentially unsafe products when issues arise, and provides
brewers that engage a wholesaler with an established means to access new
markets.

Prevents vertical integration of the manufacturing, distribution, and retail tiers
by large industry participants. This still occurs in other countries today where
adverse health and public safety effects are observed. The historical three-tier
system model incorporated a deliberate regulatory structure that made it
impossible for large suppliers to monopolize. However, as the number of beer
industry participants has grown substantially, it is necessary to make
important adjustments to the three-tier system to promote the overall success
of the beer manufacturing industry in North Carolina by recognizing the
different stages of brewery development.

Assists in collecting excise taxes, particularly from nonresident suppliers.
While self-distributing resident breweries are required to remit excise taxes
directly to the Department of Revenue, wholesalers collect and remit the
excise tax on malt beverages on behalf of resident and nonresident suppliers
to the Department of Revenue, totaling approximately $140 million in excise
taxes each year to the State.

Promotes local regulatory control, temperance, and moderate consumption of
malt beverages. The three-tier system in particular incorporates features to
promote healthy competition in the marketplace while minimizing
overly-aggressive marketing practices, such as limits on quantity discounts,
requirements of nondiscriminatory treatment among wholesalers and retailers,
and limits on advertising and promotional materials. The three-tier system also
provides clear chain of custody for products in distribution, which enables law
enforcement to easily track products in the marketplace when issues arise.
Provides a vital platform that promotes product safety for consumers. Malt
beverage distributors invest heavily in infrastructure, such as modern
warehouses and vehicles, that maintain product integrity during distribution.
There are also strict recordkeeping requirements, which enable wholesalers to
readily track malt beverage products sold in the market for prompt return in
the event of a product recall.

Helps ensure these and other policy objectives by preventing unfair or
arbitrary termination from large suppliers. The Beer Franchise Law
encourages wholesalers to invest capital and labor for suppliers of all sizes,
large and small, to expand into new markets with new products. Although
unfair or arbitrary termination is prohibited, suppliers who are subject to the
Beer Franchise Law are still afforded the ability to terminate a distribution
agreement for good cause. Wholesaler independence is critical to prevent
vertical integration of the market and other tied house abuses by large industry
participants. The Beer Franchise Law inhibits forced consolidation among
wholesalers and prevents arbitrary termination of a franchise agreement by
these large suppliers. The three-tier system also affords small retailers the

House Bill 363-First Edition
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same market access opportunities to the same wide selection of brands that
other large-scale retailers have, and on equal terms.

Whereas, the General Assembly also reaffirms its support of the craft beer industry
and makes the following findings:

(D The current small-brewery provisions of Chapter 18B of the General Statutes
were intended to foster the growth of small craft breweries while
simultaneously protecting wholesalers from the risk of economic abuses by
large suppliers holding market dominance. Since the adoption of those
provisions, however, the craft beer industry has seen exponential growth. The
craft beer industry now provides a significant source of high-quality
manufacturing and service employment and wages and generates significant
tax revenue for the State. In addition, the growth of the craft beer industry has
resulted in significant positive secondary impacts on the economy through
increased business to a myriad of suppliers to the craft breweries, resulting in
even greater employment and tax revenue for the State's citizens.

2) It is in the best interest of the State to continue supporting the entrepreneurial
spirit and economic growth driven by the craft beer industry. Yet it remains
vital to preserve the integrity of the State's three-tier system, which minimizes
the potential for harm by large suppliers that hold market dominance. Today,
mid-sized independent breweries possess only a fraction of the malt beverage
market in light of increased consolidation and globalization of large suppliers.
Consequently, the growth of these mid-sized independent breweries promotes
economic development, employment and wages, and significant tax revenue
without the same risks of harm that the three-tier system is designed to
minimize.

3) In view of these new market realities, the existing small brewery provisions
of Chapter 18B of the General Statutes warrant revision. Specifically,
recognition for a new category of breweries, Mid-Sized Independent
Breweries, is needed to reflect the market's evolution, foster the continued
growth of the craft beer industry, promote consumer choice, ensure access to
market, and promote stable and healthy competition in the malt beverage
industry in this State. The following legislative enactments are expressly
intended to further these purposes.

Whereas, the General Assembly finds that regulation of the malt beverage industry
and the objectives sought to be achieved by this act fall squarely within the authority granted to
the State by the 21st Amendment to the United States Constitution and the inherent police powers
of this State; Now, therefore,

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 18B-100 reads as rewritten:
"§ 18B-100. Purpose of Chapter.

This Chapter is intended to establish a uniform system of control over the sale, purchase,
transportation, manufacture, consumption, and possession of alcoholic beverages in North
Carolina, and to provide procedures to insure the proper administration of the ABC laws under a
uniform system throughout the State. This Chapter shall be liberally construed to the end that the
sale, purchase, transportation, manufacture, consumption, and possession of alcoholic beverages
shall be prohibited except as authorized in this Chapter. If any provision of this Chapter, or its
application to any person or circumstance, is determined by a court or other authority of
competent jurisdiction to be invalid or unconstitutional, such provision shall be stricken and the
remaining provisions shall be construed in accordance with the intent of the General Assembly
to further limit rather than expand commerce in alcoholic beverages, and with respect to malt
beverages, unfortified wine, and fortified wine, the remaining provisions shall be construed to

House Bill 363-First Edition Page 3
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enhance strict regulatory control over taxation, distribution, and sale of alcoholic beverages

through the three-tier regulatory system and the franchise laws imposed by this Chapter.

Except as provided in this Chapter, local ordinances establishing different rules on the
manufacture, sale, purchase, transportation, possession, consumption, or other use of alcoholic
beverages, or requiring additional permits or fees, are prohibited."

SECTION 2. G.S. 18B-1104(a)(8) reads as rewritten:

"(8)

Obtain a malt beverage wholesaler permit to sell, deliver, and ship at
wholesale enly-up to 50,000 barrels of malt beverages manufactured by the
brewery-brewery per year to unaffiliated retail permittees. The authorization
of this subdivision applies to a brewery that sells, to consumers at the brewery,
to wholesalers, to retailers, and to exporters, fewer than 25:006-100.000
barrels of malt beverages produced by it per year. The barrelage limitations
set forth in this subdivision apply regardless of the number or type of permits
that may be issued to a brewery under this Chapter. A brewery not exceeding
the sales quantity limitations in this subdivision may also sell the malt
beverages manufactured by the brewery, and malt beverages produced under
subdivision (6a) of this subsection, at not more than three other locations in
the State, where the sale is legal, upon obtaining the appropriate permits under
G.S. 18B-1001. A brewery operating any additional retail location pursuant to
this subdivision under a different trade name than that used at the brewery
shall also offer for sale at that location a reasonable selection of competitive
malt beverage products. A sale at any additional retail location under this
subdivision shall not be considered a wholesale sale for the purposes of Article
13 of this Chapter._The Commission shall have no authority to grant an
exemption to or otherwise allow more than the three additional retail locations
authorized by this subdivision. Malt beverages manufactured by a supplier
that owns five percent (5%) or more of a brewery permittee acting under the
authority granted in this subdivision shall be included in determining whether
the brewery permittee complies with the barrelage limitations set forth in this
subdivision."

SECTION 3. G.S. 18B-1300 reads as rewritten:
"§ 18B-1300. Purpose.
Pursuant to the authority of the State under the Twenty-First Amendment to the United States
Constitution, the General Assembly finds that regulation of the business relations between malt
beverage manufacturers and importers and the wholesalers of such products is necessary to:

B B

[Sf

(10)

Prevent unfair or unlawful trade practices by enabling wholesalers to refuse
to participate in such practices without fear of arbitrary or unlawful retribution
from suppliers.

Provide wholesalers with rights and remedies in addition to those existing by
contract or common law.

Govern all agreements between suppliers and wholesalers, including any
renewals or amendments.

Protect wholesalers against unfair treatment by suppliers.

Preserve investiments made by wholesalers in franchise agreements through
minimization of arbitrary termination.

Promote consumer choice by ensuring an independent wholesale distribution

an

tier that enables wholesalers to distribute competing products of other

suppliers.
Prevent vertical integration of the malt beverage market."

SECTION 4. G.S. 18B-1305(al) reads as rewritten:

Page 4

House Bill 363-First Edition
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"(al) Termination by a Small Brewery. — A brewery's authorization to distribute its own
malt beverage products pursuant to G.S. 18B-1104(a)(8) shall revert back to the brewery, in the
absence of good cause, following the fifth business day after confirmed receipt of written notice
of such reversion by the brewery to the wholesaler. The brewery shall pay the wholesaler fair
market value for the distribution rights for the affected brand. For purposes of this subsection,
"fair market value" means the highest dollar amount at which a seller would be willing to sell
and a buyer willing to buy at the time the self-distribution rights revert back to the brewery, afier
each party has been provided all information relevant to the transaction. This subsection only
applies to a brewery that sells to consumers at the brewery, to wholesalers, to retailers, and to
exporters, fewer than 25,000 barrels of malt beverages produced by it per year. Malt beverages
manufactured by a supplier that owns five percent (5%) or more of a brewery permittee shall be
included in determining whether the brewery permittee complies with the barrelage limitations
set forth in this subdivision. For purposes of this subsection, the term "barrel” is as defined in
G.S. 18B-1104."

SECTION 5. If any provision of this act or its application is held invalid, the
invalidity does not affect other provisions or applications of this act that can be given effect
without the invalid provisions or application, and to this end the provisions of this act are
severable.

SECTION 6. Section 2 of this act does not apply to any exemption order or
amendment thereto entered by the Alcoholic Beverage Control Commission prior to the effective
date of this act.

SECTION 7. This act is effective when it becomes law.

House Bill 363-First Edition Page 5






HOUSE BILL 363:
Craft Beer Distribution & Modernization Act.

2019-2020 General Assembly

Committee: House Alcoholic Beverage Control. If Date: April 2,2019
favorable, re-refer to Rules, Calendar, and
Operations of the House

Introduced by: Reps. Lewis, Bell, Jackson, Reives Prepared by: Chris Saunders
Analysis of: PCS to First Edition Committee Counsel
H363-CSTQ-7

OVERVIEW: The Proposed Committee Substitute (PCS) to House Bill 363 would allow brewery
permittees that sell fewer than 100,000 barrels of malt beverages produced by the brewery each year to
self-distribute up to 50,000 barrels of malt beverages manufactured by the brewery per year to
unaffiliated retail permittees. The bill would also provide that only breweries that sell fewer than 25,000
barrels of malt beverages produced by the brewery per year may terminate a franchise agreement in
the absence of good cause.

[As introduced, this bill was identical to S246, as introduced by Sen. Rabon, which is currently in
Senate Commerce and Insurance.]

CURRENT LAW: Under current law, only a brewery permittee that sells fewer than 25,000 barrels of
malt beverages per year may obtain a malt beverage wholesaler permit to distribute the malt beverages
manufactured by the brewery. A brewery not exceeding the 25,000 barrel limit may also sell the malt
beverages manufactured by the brewery, and malt beverages produced under a contract brewing
arrangement, at not more than three other locations in the State. Additionally, a brewery permittee that
holds a malt beverage wholesaler permit may terminate a franchise agreement with a wholesaler in the
absence of good cause after giving written notice and paying the wholesaler fair market value for the
distribution rights for the affected brand.

BILL ANALYSIS:

Section 1 of the PCS would add a savings clause to Chapter 18B of the General Statutes (Regulation of
Intoxicating Liquors) and express the intent of the General Assembly for the Chapter to be construed to
limit rather than expand commerce in alcoholic beverages and enhance regulation of malt beverages,
unfortified wine, and fortified wine through the three-tier regulatory system.

Section 2 would allow a brewery permittee that sells fewer than 100,000 barrels of malt beverages per
year to obtain a malt beverage wholesaler permit to sell, deliver, and ship at wholesale up to 50,000 barrels
of malt beverages per year to unaffiliated retail permittees. The barrelage limitation would apply
regardless of the number or type of permits that may be issued to a brewery. Malt beverages manufactured
by a supplier permittee that owns five percent or more of a brewer permittee would be included in
determining whether the brewery permittee complies with the barrelage limitations.

Karen Cochrane-Brown Legislative Analysis
Director Division
H363~-smTa@a-11 csTa-7 ~-V-=-3 919-733-2578

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.
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This section would also prohibit the Alcoholic Beverages Control Commission from granting an
exemption to or otherwise allowing a brewery permittee to have more than three additional retail locations,
except as provided in Section 3 of this act.

Section 3 would provide that if the Commission enters an exemption in which any brewery or any officer,
director, or affiliate of the brewery has a financial interest in the business of any retailer beyond the three
additional retail locations allowed by the brewery permit, the exemption must prohibit the brewery's malt
beverages from being sold to or purchased by that retailer.

Section 4 would add seven new purposes for which the General Assembly finds that regulation of business
relations between malt beverage manufacturers and importers and malt beverage wholesalers is necessary.

Section § would provide that only a brewery that sells fewer than 25,000 barrels of malt beverages per
year may terminate a franchise agreement with a malt beverage wholesaler in the absence of good cause.
Malt beverages manufactured by a supplier permittee that owns five percent or more of a brewer permittee
would be included in determining whether the brewery permittee complies with the barrelage limitations.

Section 6 and 7 contain a severability clause and provide that this act does not apply to any exemption
order or amendment to an exemption order entered by the Alcoholic Beverage Control Commission prior
to the effective date of this act, or any exemption order or amendment renewed or reissued after the

effective date of this act.

EFFECTIVE DATE: This act would be effective when it becomes law.
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ATTACHMENT #2

GENERAL ASSEMBLY OF NORTH CARC
SESSION 2019

HOUSE BILL 389
PROPOSED COMMITTEE SUBSTITUTE H389-CSSAf-13 [v.2]
03/29/2019 10:25:20 AM
Short Title:  ABC/Univ Athletic Facility. (Public)

Sponsors:

Referred to:

March 20, 2019

A BILL TO BE ENTITLED
AN ACT TO AUTHORIZE PUBLIC COLLEGES AND UNIVERSITIES TO ALLOW
ALCOHOL SALES AT STADIUMS, ATHLETIC FACILITIES, AND ARENAS
LOCATED ON SCHOOL PROPERTY.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 18B-1006(a) reads as rewritten:

"(a)  School and College Campuses. — No permit for the sale of alcoholic beverages shall
be issued to a business on the campus or property of a public school, college, or university. This
subsection shall not apply to the following:

M A regional facility as defined by G.S. 160A-480.2 operated by a facility
authority under Part 4 of Article 20 of Chapter 160A of the General Statutes;

funetion-Statutes.

2) Property owned by a local board of education and leased for 99 years or more
to a nonprofit auditorium authority created prior to 1991 whose governing
board is appointed by a city governing board, a county board of
commissioners, or a local school board.

3) A hotel.

4) A nonprofit alumni organization.

(5) Restaurants, eating establishments, food businesses, or retail businesses on the
property defined by G.S. 116-198.33(4).

(6) Any golf courses owned or leased by the public college or university and open
to the public for use.

@) The sale of malt beverages, unfortified wine, or fortified wine at the following:
a. Performing arts centers located on property owned or leased by the

public college or university.

b. Any stadiums that support a NASCAR-sanctioned one-fourth mile
asphalt flat oval short track, that are owned or leased by the public
college or university, and that only sell malt beverages, unfortified
wine, or fortified wine at events that are not sponsored or funded by
the public college or university.

(8) Special one-time permits as described in G.S. 18B-1002(a)(5) for the
Loudermilk Center for Excellence facility at the University of North Carolina
at Chapel Hill.

9 A stadium, athletic facility, or arena on the campus or property of a public
college or university, if the Board of Trustees of the public college or

*H 389 —CSSAF-13=%
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university has voted to allow the issuance of permits for use at that stadium,
athletic facility, or arena. If a Board of Trustees votes to allow the issuance of
permits in_accordance with this subdivision, the Board of Trustees shall
provide written notice to the Commission that it has voted to allow the
issuance of permits. For purposes of this subdivision, the term "public college
or university" does not include a community college. Any permit described in
G.S. 18B-1001, 18B-1002(a)(2), or 18B-1002(a)(5) may be issued pursuant
to this subdivision to applicants meeting the requirements for the requested
permit. Notwithstanding the issuance of a mixed beverages permit pursuant to
G.S. 18B-1001(10), this subdivision does not authorize the sale of mixed
beverages when the stadium, athletic facility, or arena is being used for a
sports event sponsored by the public college or university. This subdivision
does not apply to any sales authorized under subdivisions (1) through (8) of
this subsection. For purposes of this subdivision, the premises of a stadium,
athletic facility, or arena shall include any area that meets all of the following
requirements:

Is within 500 feet of the furthest exterior building wall, perimeter
fence, or permanent fixed perimeter.

b. Is designated by the stadium, athletic facility, or arena in a map or
written description that clearly defines the boundary of the area, and
that map or written description is included in the permit application.
Can be designated in a manner that enables the stadium, athletic
facility, or arena to ensure compliance with the provisions of this

Chapter."

&

|

SECTION 2. This act is effective when it becomes law.

House Bill 389 H389-CSSAf-13 [v.2]
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2019
H 1
HOUSE BILL 389*
Short Title: ~ ABC/Univ Athletic Facility. (Public)
Sponsors: Representatives Bell, Boles, Goodman, and Lewis (Primary Sponsors).

For a complete list of sponsors, refer to the North Carolina General Assembly web site.

Referred to:  Alcoholic Beverage Control, if favorable, Finance, if favorable, Rules, Calendar,
and Operations of the House

March 20, 2019

A BILL TO BE ENTITLED
AN ACT TO AUTHORIZE PUBLIC COLLEGES AND UNIVERSITIES TO ALLOW
ALCOHOL SALES AT STADIUMS, ATHLETIC FACILITIES, AND ARENAS
LOCATED ON SCHOOL PROPERTY.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 18B-1006(a) reads as rewritten:

"(a)  School and College Campuses. — No permit for the sale of alcoholic beverages shall
be issued to a business on the campus or property of a public school, college, or university. This
subsection shall not apply to the following:

(1) A regional facility as defined by G.S. 160A-480.2 operated by a facility
authority under Part 4 of Article 20 of Chapter 160A of the General Statutes;

funetion-Statutes.

(2) Property owned by a local board of education and leased for 99 years or more
to a nonprofit auditorium authority created prior to 1991 whose governing
board is appointed by a city governing board, a county board of
commissioners, or a local school board.

(3)  Ahotel.

(4) A nonprofit alumni organization.

(5)  Restaurants, eating establishments, food businesses, or retail businesses on the
property defined by G.S. 116-198.33(4).

(6)  Any golf courses owned or leased by the public college or university and open
to the public for use.

(7 The sale of malt beverages, unfortified wine, or fortified wine at the following:
a. Performing arts centers located on property owned or leased by the

public college or university.

b. Any stadiums that support a NASCAR-sanctioned one-fourth mile
asphalt flat oval short track, that are owned or leased by the public
college or university, and that only sell malt beverages, unfortified
wine, or fortified wine at events that are not sponsored or funded by
the public college or university.

(8) Special one-time permits as described in G.S. 18B-1002(a)(5) for the
Loudermilk Center for Excellence facility at the University of North Carolina

at Chapel Hill.
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©

A stadium, athletic facility, or arena on the campus or property of a public
college or university, if the Board of Trustees of the public college or
university has voted to allow the issuance of permits for use at that stadium.
athletic facility, or arena. Any permit described in G.S. 18B-1001,
18B-1002(a)(2)., or 18B-1002(a)(5) may be issued pursuant to this subdivision
to applicants meeting the requirements for the requested permit.
Notwithstanding the issuance of a mixed beverages permit pursuant to
G.S. 18B-1001(10), this subdivision does not authorize the sale of mixed
beverages when the stadium, athletic facility, or arena is being used for a
sports event sponsored by the public college or university. For purposes of
this subdivision, the premises of a stadium. athletic facility, or arena shall
include any area that meets all of the following requirements:

a. Is within 500 feet of the furthest exterior building wall, perimeter
fence, or permanent fixed perimeter.
b. Is designated by the stadium, athletic facility, or arena in a map or

written description that clearly defines the boundary of the area, and
that map or written description is included in the permit application.

Can be designated in a manner that enables the stadium, athletic
facility, or arena to ensure compliance with the provisions of this

Chapter."

|©

SECTION 2. This act is effective when it becomes law.

House Bill 389*-First Edition



HOUSE BILL 389:
ABC/Univ Athletic Facility.

2019-2020 General Assembly

Committee: House Alcoholic Beverage Control. If Date: April 2, 2019
favorable, re-refer to Finance. If favorable, re-
refer to Rules, Calendar, and Operations of the

House
Introduced by: Reps. Bell, Boles, Goodman, Lewis Prepared by: Susan Sitze
Analysis of: PCS to First Edition Staff Attorney

H389-CSSAf-13

OVERVIEW: The Proposed Committee Substitute (PCS) for House Bill 389 would authorize public
colleges and universities to allow alcohol sales at stadiums, athletic facilities, and arenas located on
school property.

[As introduced, this bill was identical to S296, as introduced by Sens. Gunn, Rabon, Britt, which is
currently in Senate Education/Higher Education.]

CURRENT LAW: G.S. 18B-1006(a) prohibits the issuance of permits for the sale of alcoholic beverages
to businesses on the campus or property of a public school, college or university, unless a specific
exception applies.

BILL ANALYSIS:

The PCS for House Bill 389 would create a new exception to authorize the issuance of permits for the sale
of alcoholic beverages at stadiums, athletic facilities, or arenas on the campus or property of a public
college or university if (i) the Board of Trustees has voted to allow the issuance of permits at that particular
stadium, athletic facility, or arena, and (ii) the Board has notified the Alcoholic Beverage Control
Commission of that vote. This exception would not apply to community colleges.

If the Board of Trustees has authorized the issuance of permits, permits for the sale and serving of alcohol
could be issued to applicants that meet the requirements for the requested permit. However, if a mixed
beverage permit is issued, sales of mixed beverages would not be allowed when the stadium, athletic
facility, or arena is being used for a sports event sponsored by the public college or university. Sales that
are already allowed under the current statutory exceptions would not be affected by the provisions of this
exception.

For the purpose of issuing permits pursuant to this exception, the premises of a stadium, athletic facility,
or arena could include any area within 500 feet of the facility, designated by the facility in a written
description or map that clearly defines the boundary of the area, and that can be designated in a way to
ensure compliance with the alcohol laws. The written description or map of the area must be included in
the permit application.

EFFECTIVE DATE: This act would be effective when it becomes law.

Karen Cochrane-Brown Legislative Analysis
Director Division
H3 89 —-SMSA-24 CSSAF-13 -v -2 919-733-2578

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.






NORTH CAROLINA GENERAL ASSEMBLY

Session 2019

Legislative Fiscal Note

Short Title: ABC/Univ Athletic Facility.

Bill Number: House Bill 389 (First Edition)

Sponsor(s): Representatives Bell, Boles, Goodman, and Lewis
SUMMARY TABLE

FISCAL IMPACT OF H.B. 389, V.1

FY 2019-20 FY 2020-21 FY 2021-22  FY 2022-23  FY 2023-24

State Impact

General Fund Revenue " - - : =
Less Expenditures - - - = =

General Fund Impact No Estimate Available - Refer to Fiscal Analysis section
NET STATE IMPACT No Estimate Available - Refer to Fiscal Analysis section
FISCAL IMPACT SUMMARY

Fiscal Research cannot determine which educational institutions, if any, would apply for the permits
added in Section 1 of this bill. Therefore, the costs to the ABC Commission and revenues to the public
colleges or universities and to the General Fund cannot be estimated at this time.

FISCAL ANALYSIS

Section 1 of the bill would add a permit for the sale of alcoholic beverages as described in G.S. 18B-
1001, 18B-1002(a)(2), or 18B-2001(a)(5) in a stadium, athletic facility, or arena on the campus or
property of a public college or universities if the Board of Trustees of that institution vote to allow
the issuance of such a permit. The section would not permit the sale of mixed beverages when the
facility is being used for a sports event sponsored by the public college or university.

Fiscal Research finds that while there will be more locations eligible to apply for permits, there is
no method to determine how many such facilities will actually apply for such permits. The ABC
Commission may incur costs for processing these additional applications and may remit additional
revenue to the General Fund from additional ABC fees, but the amounts cannot be determined at
this time. Because it is unknown which Board of Trustees for a public college or university would
apply for such a permit, if any, the fiscal impact to the public colleges or universities also cannot be
estimated at this time.

E F1SCAL RESEARCH DIVISION Page 1 of 2 April 2, 2019




TECHNICAL CONSIDERATIONS
N/A.

DATA SOURCES

ABC COMMISSION

LEGISLATIVE FIScAL NOTE -~ PURPOSE AND LIMITATIONS

This document is an official fiscal analysis prepared pursuant to Chapter 120 of the General Statutes
and rules adopted by the Senate and House of Representatives. The estimates in this analysis are
based on the data, assumptions, and methodology described in the Fiscal Analysis section of this
document. This document only addresses sections of the bill that have projected direct fiscal
impacts on State or local governments and does not address sections that have no projected fiscal
impacts.

CONTACT INFORMATION

Questions on this analysis should be directed to the fiscal Researcn Division at (91Y9) /33-4910.

ESTIMATE PREPARED By
William Childs and Chris Hearley

ESTIMATE APPROVED By

Mark Trogdon, Director of Fiscal Research
Fiscal Research Division -

il 1,201 L
St L2005 Otfeial (/.4 Jo a3y
Fiscal Research Division
@;\fﬂ l j@fé_?uhncminn

Signed copy located in the NCGA Principal Clerk's Offices

Page 2 of 2 April 2, 2019
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House Committee on Alcoholic Beverage Control
Tuesday, April 16 at 3:00 PM
Room 1228/1327 of the Legislative Building

MINUTES

The House Committee on Alcoholic Beverage Control met at 3:00 PM on April 16, 2019 in Room 1228/1327 of the
Legislative Building. Representatives Alexander, Boles, Dahle, Fisher, Hardister, Holley, Hurley, Jones, Lucas, McGrady,
Meyer, Stevens, B. Turner, Willingham, Yarborough, and Zachary attended. Carol Shaw, Program Evaluation Division
Clerk and Evaluator, Jennifer Bedford, Chris Saunders, and Susan Sitze from Legislative Analysis were also present. A
Visitor Registration Sheet is attached and made part of the minutes.

Representative Chuck McGrady, Chair, presided and called the meeting to order at 3:05 p.m.

The Chair recognized the Sergeant at Arms and Pages in attendance. Chairman McGrady then explained that the
committee would take up HB 91 ABC Laws and Modernization/PED Study first, and if time permitted, would consider

HB 99 Transfer ALE.
Representative McGrady recognized Susan Sitze to address the committee regarding the bill.

The following bill and its amendments were considered:
HB 91 ABC Laws Modernization/PED Study. (Representatives McGrady, Boles, Horn, Willingham)

Amendment 1 H91-ASA-10 [v.1] (Attachment 1).
Representative McGrady recognized Representative Hurley to send forth amendment H91-ASA-10 [v.1]
There was discussion on the amendment.
Public comment was taken. Jon Carr, Lobbyist of North Carolina ABC Boards, Demetrius Deloatch of North
Carolina League of Municipalities and Reverend Mark Creech, Executive Director of the Christian Action
League commented on the amendment.
Representative McGrady, seeing no further discussion on the amendment, called for a vote on Amendment 1
H91-ASA-10 [v.1], the amendment passed.

Amendment 2 H91-ASA-21 [v.3] (Attachment 2).
Representative McGrady recognized Representative Boles to send forth amendment H91-ASA-21 [v.3].
There was discussion on the amendment.
Representative McGrady, seeing no further discussion on the amendment, called for a vote on Amendment 2
H91-ASA-21 [v.3], the amendment passed.

Amendment 3 H91-ASA-8 [v.1] (Attachment 3).
Representative McGrady recognized Representative Hurley to send forth amendment H91-ASA-8 [v.1].
There was discussion on the amendment.
Public comment was taken. Reverend Mark Creech and Connie Wilson, lobbyist for Distilled Spirits Council
of United States commented on the amendment,
Representative McGrady, seeing no further discussion on the amendment, called for a vote on Amendment 3
H91-ASA-8 [v.1], the amendment failed.

Amendment 4 H91-ASA-9 [v.1] (Attachment 4)
Representative McGrady recognized Representative Hurley to send forth amendment H91-ASA-9 [v.1].
There was discussion on the amendment
Public comment was taken. Jim Albright, North Carolina Alcohol Policy Alliance commented on the

amendment.
Representative McGrady, seeing no further discussion on the amendment, called for a vote on Amendment 4

H91-ASA-9 {v.1], the amendment failed.

Amendment 5 H91-ASA-19 [v.5] (Attachment 5)






Representative McGrady recognized Representative Hardister to send forth amendment H91-ASA-19 {v.5]
Representative McGrady opened the floor for discussion, hearing none, opened the floor for public comment.
Renee Metzer, Chief Counsel for North Carolina ABC Commission commented on amendment.
Representative Hardister withdrew Amendment 5 HO1-ASA-19 [v.5] for further review.

Representative McGrady recognized Representative Hardister for a motion to suspend the rules in order to allow the vote
to be taken within fifteen minutes of adjournment of the committee.
The Chair opened the floor for discussion, hearing none, called for the vote. The motion passed.

Representative McGrady recognized Representative Yarborough for a motion for HB 91 as amended, be rolled into a
Committee Substitute; favorable report as to the Committee Substitute, unfavorable as to the original bill with a serial
referral to Finance.

The Chair called for the vote and the motion passed.

Due to time constraints the chairman announced that consideration of H99 [Transfer ALE] would be postponed to a future
meeting.

There being no flirther business, thf] committee adjourned at 3:52 p.m.

Representative Chuck McGrady, Chair )
Presiding
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Updated #1: H99 Transfer ALE added to the calendar

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2019-2020 SESSION

You are hereby notified that the House Committee on Alcoholic Beverage Control will meet as
follows:

DAY & DATE: Tuesday, April 16, 2019

TIME: 3:00 PM

LOCATION: 1228/1327 LB

COMMENTS: Representative Chuck McGrady presiding.

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR

HB 91 ABC Laws Modernization/PED Study. Representative McGrady
Representative Boles
Representative Horn
Representative Willingham

Transfer ALE. Representative McNeill
Representative Boles

e

Respectfully,

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

[ hereby certify this notice was filed by the committee assistant at the following offices at 4:42 PM on
Monday, April 15, 2019.

____Principal Clerk
___Reading Clerk — House Chamber

Kimberly Neptune (Committee Assistant)
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House Committee on Alcoholic Beverage Control
Tuesday, April 16, 2019, 3:00 PM
1228/1327 Legislative Building

AGENDA
Welcome and Opening Remarks
Introduction of Pages
Bills
BILL NO. SHORT TITLE
HB 91 ABC Laws Modernization/PED Study.

HB 99 Transfer ALE.

Presentations

Other Business

Adjournment

SPONSOR
Representative McGrady
Representative Boles
Representative Horn
Representative Willingham
Representative McNeill
Representative Boles






NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

ALCOHOLIC BEVERAGE CONTROL COMMITTEE REPORT

Representative James L. Boles, Jr., Co-Chair
Representative Chuck McGrady, Co-Chair

FAVORABLE COM SUB , UNFAVORABLE ORIGINAL BILL AND RE-REFERRED

HB 9N ABC Laws Modernization/PED Study.
Draft Number: H91-PCS10549-SAf-20
Serial Referral: ~ FINANCE

Recommended Referral: None
Long Title Amended: Yes
Floor Manager: McGrady

TOTAL REPORTED: 1
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HOUSE BILL 91:
ABC Laws Modernization/PED Study.

2019-2020 General Assembly

Committee: House Alcoholic Beverage Control. If Date: March 19, 2019
favorable, re-refer to Finance. If favorable, re-
refer to Rules, Calendar, and Operations of the

House
Introduced by: Reps. McGrady, Boles, Horn, Willingham Prepared by: Susan Sitze
Analysis of: First Edition Staff Attorney

OVERVIEW: House Bill 91 would enact recommendations of the Joint Legislative Program
Evaluation Oversight Committee which would make the following changes to the Alcoholic Beverage
Control (ABC) laws:

e Require the merger of ABC systems located in a county with two or more ABC systems.
o Repeal the purchase-transportation permit requirement for spirituous liquor.

e Require the ABC Commission to submit a quarterly report on its process for obtaining a contract
for State warehouse services.

o Allow the purchase of individual bottles when placing a special order of spirituous liquor.

o Allow local ABC Boards to charge a delivery fee when delivering spirituous liquor to mixed
beverage permittees.

o Allow local governments the option of operating ABC stores on Sundays.

o Allow spirituous liquor tastings at ABC stores.

[As introduced, this bill was identical to S87, as introduced by Sens. Waddell, Wells, which is
currently in Senate Rules and Operations of the Senate.]

BILL ANALYSIS:

Part I of the bill would require counties with two or more ABC systems to merge into one ABC system
by June 30, 2021. Any new ABC system established by election in a county where an ABC board is
already in existence would be required to merge its board with the existing ABC board.

Part II of the bill would repeal the purchase-transportation permit requirement for fortified wine and
spirituous liquor and would allow any amount to be purchased and transported. Under current law, G.S.
| 8B-303 prohibits the purchase or transportation of more than 8 liters of fortified wine or spirituous liquor,
or 8 liters of the two combined without a purchase-transportation permit. With a purchase-transportation
permit issued under G.S. | 83-403, a person can purchase and transport up to 40 liters of fortified wine or
spirituous liquor, or 40 liters of the two combined and a mixed beverage permittee can purchase and
transport the amount of fortified wine or spirituous liquor specified on the purchase-transportation permit.
This part would become effective July 1, 2019, and apply to fortified wine and spirituous liquor purchased
on or after that date.

H91-SMSA-13(el)-v- oIt :
Karen Cochrane-Brown S (el 3 Legzslat.lv'e 4nalyszs
Director Division
919-733-2578

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.
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Part III of the bill would require the ABC Commission to make quarterly reports, beginning October 1,
2019, to the chairs of the Joint Legislative Oversight Committee on Justice and Public Safety detailing the
progress made in bidding and selecting an independent contractor for the receipt, storage, and distribution
of spirituous liquor at and from the State warehouse.

Part IV of the bill would authorize ABC stores to allow the purchase of individual bottles of spirituous
liquor purchased through the special order process, and to sell in store any bottles received in excess of
what was purchased by the requesting customer. The Commission may establish and charge a fee to a
customer for special orders. This part would become effective July 1, 2019, and apply to special orders
placed on or after that date.

Part V of the bill would allow local ABC boards to charge a delivery fee sufficient to cover actual costs
if it provides delivery of spirituous liquor to mixed beverage permittees. This part would become effective
July 1, 2019, and apply to deliveries made on or after that date.

Part VI of the bill would allow counties and cities to adopt an ordinance allowing ABC stores under their
operation to be open and selling alcoholic beverages on Sundays. A county or city must consult with its
county or city ABC board before adopting an ordinance. This part would become effective July 1, 20109.

Part VII of the bill would authorize spirituous liquor tastings to be held in ABC stores. This part would
become effective July 1, 2019.

Part VIII of the bill would require the ABC Commission to amend its rules consistent with the provisions
of this bill.

EFFECTIVE DATE: Except as otherwise provided, this act would be effective when it becomes law.
BACKGROUND:
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2019
H 1
HOUSE BILL 91*
Short Title: ~ABC Laws Modernization/PED Study. (Public)

Sponsors: Representatives McGrady, Boles, Horn, and Willingham (Primary Sponsors).
For a complete list of sponsors, refer to the North Carolina General Assembly web site.

Referred to:  Alcoholic Beverage Control, if favorable, Finance, if favorable, Rules, Calendar,
and Operations of the House

February 19, 2019

A BILL TO BE ENTITLED

AN ACT TO REQUIRE THE MERGER OF ABC SYSTEMS LOCATED IN A COUNTY
WITH TWO OR MORE ABC SYSTEMS; TO REPEAL THE
PURCHASE-TRANSPORTATION PERMIT REQUIREMENT FOR SPIRITUOUS
LIQUOR; TO REQUIRE THE ABC COMMISSION TO SUBMIT A QUARTERLY
REPORT ON ITS PROCESS FOR OBTAINING A CONTRACT FOR STATE
WAREHOUSE SERVICES; TO ALLOW THE PURCHASE OF INDIVIDUAL BOTTLES
WHEN PLACING A SPECIAL ORDER OF SPIRITUOUS LIQUOR; TO ALLOW LOCAL
ABC BOARDS TO CHARGE A DELIVERY FEE WHEN DELIVERING SPIRITUOUS
LIQUOR TO MIXED BEVERAGES PERMITTEES; TO ALLOW LOCAL
GOVERNMENTS THE OPTION OF OPERATING ABC STORES ON SUNDAYS; AND
TO ALLOW SPIRITUOUS LIQUOR TASTINGS AT ABC STORES, AS
RECOMMENDED BY THE JOINT LEGISLATIVE PROGRAM EVALUATION
OVERSIGHT COMMITTEE.

The General Assembly of North Carolina enacts:

PART I. REQUIRE CONSOLIDATION IN COUNTIES WITH MULTIPLE ABC
SYSTEMS
SECTION 1.(a) By June 30, 2021, to ensure that no county has multiple ABC
systems, all ABC systems located in a county with two or more ABC systems shall merge in
accordance with the requirements set forth in G.S. 18B-703. Notwithstanding the provisions of
any local act, this section applies to all ABC systems. For purposes of this section, the term "ABC
system" is as defined in G.S. 18B-101.
SECTION 1.(b) G.S. 18B-700 is amended by adding a new subsection to read:
"(c1) Limit on Number of Boards. — Notwithstanding any provision of law to the contrary,
there shall be no more than one local ABC board in each county. If a jurisdiction holds an ABC
store election under G.S. 18B-602(g). the establishment of ABC stores is approved. and the
iurisdiction that held the election is located in a county where an ABC board is already in
operation, the jurisdiction that held the election shall merge its local ABC board with the existing
ABC board in accordance with G.S. 18B-703. Nothing in this subsection shall be construed as
prohibiting a local ABC board from serving multiple cities, counties. or cities and counties."
SECTION 1.(c) G.S. 18B-703(e) reads as rewritten:
"(e) Dissolution. — With the approval of the Commission, and subject to the limitation set
forth in G.S. 18B-700(c1). the cities or counties that have merged their ABC systems may

v *
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General Assembly Of North Carolina Session 2019

dissolve the merged operation at any time and resume their prior separate epetations-operations
or merge with a different ABC system in accordance with the requirements of this section."

SECTION 1.(d) Subsections (b) and (c) of this section become effective June 30,
2021. The remainder of this section is effective when it becomes law.

PART II. REPEAL PURCHASE-TRANSPORTATION PERMIT REQUIREMENT FOR
SPIRITUOUS LIQUOR
SECTION 2.(a) G.S. 18B-303 reads as rewritten:
"§ 18B-303. Amounts of alcoholic beverages that may be purchased.
(a) Purchases Allowed. — Without a permit, a person may purchase at one time:

(4)  Netmere-than-eightliters-of-eitherfortified-Fortified wine erand spirituous
liquer-oreightliters-of the-twe-eombined:liquor in any amount.

(c) Greater Amounts. — Amounts of alcoholic beverages greater than those listed in
subdivisions—subdivision (a)(3) and—+e)}4)-may be purchased with a purchase-transportation
permit under G.S. 18B-403."

SECTION 2.(b) G.S. 18B-403 reads as rewritten:
"§ 18B-403. Purchase-transportation permit.

(a) Amounts. — With a purchase-transportation permit, a person may purchase and
transport an amount of alcoholic beverages greater than the amount specified in G.S. 18B-303(a).
A permit authorizes the holder to transport from the place of purchase to the destination within
North Carolina indicated on the permit at one time the following amount of alcoholic beverages:

(D A maximum of 100 liters of unfortlﬁed wme—wune
& A—mﬂ*}thﬂ—ef—m—lﬂerﬁ—e-f—e&h :

&

(e) Restrictions on Permit. — A purchase may be made only from the store named on the
permit. One copy of the permit shall be kept by the issuing person, one by the purchaser, and one
by the store from which the purchase is made. The purchaser shall dlsplay his copy of the permlt
to any law- enforcement ofﬁcer upon request .

(g) Special Occasion Purchase-Transportation Permit. — When a person holds a special
occasion for which a permit under G.S.18B-1001(8) or (9) is required, the
purchase-transportation permit issued to him may provide for the storagc at and transportatlon to
and from the site of the special occasion of unfortified wine¥f shguor
wine for a period of no more than 48 hours before and after the spema] occasion. The
purchase-transportation permit authorizes that person to transport only the amounts of those
alcoholic beverages authorized by subsection (a). The Commission may adopt rules to govern
issuance of these extended purchase-transportation permits."

SECTION 2.(c) This section becomes effective July 1, 2019, and applies to fortified
wine and spirituous liquor purchased on or after that date.

PART III. ABC COMMISSION/QUARTERLY REPORT ON PROCESS FOR
OBTAINING A CONTRACT FOR STATE WAREHOUSE SERVICES

SECTION 3.(a) Beginning October 15, 2019, and quarterly thereafter, the ABC
Commission shall submit a written report to the chairs of the Joint Legislative Oversight

Page 2 House Bill 91*-First Edition
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Committee on Justice and Public Safety detailing the progress made in bidding and selecting an
independent contractor for the receipt, storage, and distribution of spirituous liquor at and from
the State warehouse in accordance with G.S. 18B-204(a)(3). The report required under this
section shall include all of the following:

(1) The schedule for developing and issuing the Request for Proposal (RFP),
including detailed explanations as to how the Commission is meeting the
milestones identified on the schedule.

2) An identification of State agencies, departments, and other entities providing
the Commission with technical assistance on RFP development and contract
negotiations, including a detailed description of the assistance that is being
provided.

3) A description of the Commission's consultation with local ABC boards, as that
term is defined in G.S. 18B-101, to ensure the boards' concerns and
expectations are addressed during the RFP development and contract
negotiations.

@) A copy of the RFP when it is released for bid.

(5) A copy of the final contract entered into pursuant to G.S. 18B-204(a)(3).

(6) An implementation schedule for transitioning from the existing contract for
services described in G.S. 18B-204(a)(3) to the new contract.

SECTION 3.(b) The reporting requirement set forth in subsection (a) of this section

expires upon the earlier of the date of the award of the contract for services described in
G.S. 18B-204(a)(3) or January 1, 2022.

PART IV. ABC SPECIAL ORDERS/ALLOW PURCHASE OF INDIVIDUAL BOTTLES
SECTION 4.(a) G.S. 18B-800 reads as rewritten:
"§ 18B-800. Sale of alcoholic beverages in ABC stores.

(c) Commission Approval. — NeExcept as otherwise provided in subsection (c1) of this
section, no ABC store may sell any alcoholic beverage which has not been approved by the
Commission for sale in this State.

(cl)  Special Orders: Fee. — Through the process established by rule of the Commission for
special orders of spirituous liquor that is not on the list approved by the Commission, ABC stores
shall allow the purchase of individual bottles of spirituous liquor through that process. ABC
stores may sell in store any bottles it receives in excess of what was purchased by the requesting
customer. The Commission may establish and charge a fee to a customer placing a special order
in an amount sufficient to cover the actual costs incurred by ABC stores in processing the special
order.

SECTION 4.(b) This section becomes effective July 1, 2019, and applies to special
orders placed on or after that date.

PART V. LOCAL ABC BOARDS/ALLOW DELIVERY FEE

SECTION 5.(a) G.S. 18B-701(a) reads as rewritten:

"(a) Powers.— A local board shall have authority te:to do all of the following:

@) Buy, sell, transport, and possess alcoholic beverages as necessary for the
operation of its ABC steres:stores. If a local board provides delivery of
spirituous liquor to a mixed beverages permittee. the local board may charge
a fee to the permittee sufficient to cover the actual costs incurred by the local
board in making the delivery.

2) Adopt rules for its ABC system, subject to the approval of the
Commssion:Commission.

House Bill 91*-First Edition Page 3
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3) Hire and fire employees for the ABC system:system.

“4) Designate one employee as manager of the ABC system and determine his
respensibiitiessresponsibilities.

(5) Require bonds of employees as provided in the rules of the
Commission;Commission.

(6) Operate ABC stores as provided in Article 8:8.

) Issue purchase-transportation permits as provided in Article 4:4.

(8)  Employ local ABC officers or make other provision for enforcement of ABC
laws as provided in Article 5:5.

) Borrow money as provided in G:5—48B-702:G.S. 18B-702.

(10)  Buy and lease real and personal property, and receive property devised or
given, as necessary for the operation of the ABC system;system.

(11)  Invest surplus funds as provided in 6-5—48B-702:G.S. 18B-702.

(12)  Dispose of property in the same manner as a city council may under Article
12 of Chapter 160A of the General Statutes:-andStatutes.

L1}

SECTION S5.(b) This section becomes effective July 1, 2019, and applies to
deliveries made on or after that date.

PART VI. ALLOW LOCAL GOVERNMENT OPTION/ABC STORE SALES ON
SUNDAY
SECTION 6.(a) G.S. 18B-802(b) reads as rewritten:

"(b)  Days.—No ABC store shall be open, and no ABC store employee shall sell alcoholic
beverages, en-any-Sunday;-New Year's Day, Fourth of July, Labor Day, Thanksgiving Day, or
Christmas Day. Except as otherwise provided under G.S. 153A-145.8 or G.S. 160A-205.4, no
ABC store shall be open, and no ABC store emplovee shall sell alcoholic beverages. on any
Sunday. A local board may otherwise determine the days on which its stores shall be closed."

SECTION 6.(b) Article 6 of Chapter 153A of the General Statutes is amended by
adding a new section to read:
"§ 153A-145.8. Allow ABC stores to operate on Sunday.

If a county operates at least one ABC store, the county may adopt an ordinance allowing
ABC stores under the operation of the county to be open and selling alcoholic beverages on
Sundays. A county must consult with its county ABC board prior to adopting an ordinance under
this section."

SECTION 6.(c) Article 8 of Chapter 160A of the General Statutes is amended by
adding a new section to read:
"§ 160A-205.4. Allow ABC stores to operate on Sunday.

If a city operates at least one ABC store, the city: may adopt an ordinance allowing ABC
stores under the operation of the city to be open and selling alcoholic beverages on Sundays. A
city must consult with its city ABC board prior to adopting an ordinance under this section."

SECTION 6.(d) This section becomes effective July 1, 2019.

PART VII. ABC STORES/ALLOW IN-STORE SPIRITUOUS LIQUOR TASTINGS
SECTION 7.(a) G.S. 18B-1114.7(a) reads as rewritten:

"(@)  Authorization. — The holder of a supplier representative permit, brokerage
representative permit, or distillery permit issued under G.S. 18B-1105 may obtain a spirituous
liquor special event permit allowing the permittee to give free tastings of its spirituous liquors at
ABC stores where the local ABC board has approved the tasting, trade shows, conventions,
shopping malls, street festivals, holiday festivals, agricultural festivals, balloon races, local
fund-raisers, and other similar events approved by the Commission."

SECTION 7.(b) G.S. 18B-301(f)(1) reads as rewritten:

Page 4 House Bill 91*-First Edition
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"(1)  Any person to consume fortified wine, spirituous liquor, or mixed beverages
or to offer such beverages to another person at any of the following places:
a. On-Unless a consumer tasting authorized by G.S. 18B-1114.7 is being
conducted. on the premises of an ABC store.
b. Upon any property used or occupied by a local board.
C. On any public road, street, highway, or sidewalk, unless a consumer
tasting authorized by G.S. 18B-1114.7 is being conducted."
SECTION 7.(¢) This section becomes effective July 1, 2019.

PART VIII. RULES
SECTION 8. The Alcoholic Beverage Control Commission shall amend its rules
consistent with the provisions of this act.

PART IX. EFFECTIVE DATE

SECTION 9. Except as otherwise provided, this act is effective when it becomes
law.

House Bill 91*-First Edition Page 5
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SESSION 2019
H D
HOUSE BILL 91
PROPOSED COMMITTEE SUBSTITUTE H91-PCS10549-SAf-20
Short Title:  ABC Laws Modernization/PED Study. (Public)
Sponsors:
Referred to:

February 19, 2019

A BILL TO BE ENTITLED

AN ACT TO EXEMPT MIXED BEVERAGE PERMITTEES FROM THE
PURCHASE-TRANSPORTATION PERMIT REQUIREMENT FOR SPIRITUOUS
LIQUOR; TO REQUIRE THE ABC COMMISSION TO SUBMIT A QUARTERLY
REPORT ON ITS PROCESS FOR OBTAINING A CONTRACT FOR STATE
WAREHOUSE SERVICES; TO ALLOW THE PURCHASE OF INDIVIDUAL BOTTLES
WHEN PLACING A SPECIAL ORDER OF SPIRITUOUS LIQUOR; TO ALLOW LOCAL
ABC BOARDS TO CHARGE A DELIVERY FEE WHEN DELIVERING SPIRITUOUS
LIQUOR TO MIXED BEVERAGES PERMITTEES; TO ALLOW LOCAL
GOVERNMENTS THE OPTION OF OPERATING ABC STORES ON SUNDAYS; AND
TO ALLOW SPIRITUOUS LIQUOR TASTINGS AT ABC STORES, AS
RECOMMENDED BY THE JOINT LEGISLATIVE PROGRAM EVALUATION
OVERSIGHT COMMITTEE.

The General Assembly of North Carolina enacts:

PART IL EXEMPT MIXED BEVERAGE PERMITTEES FROM
PURCHASE-TRANSPORTATION PERMIT REQUIREMENT FOR SPIRITUOUS
LIQUOR

SECTION 2.(a) G.S. 18B-303 reads as rewritten:

"§ 18B-303. Amounts of alcoholic beverages that may be purchased.
(a) Purchases Allowed. — Without a permit, a person may purchase at one time:

(1)  Not more than 80 liters of malt beverages, except draft malt beverages in kegs
for off-premises consumption. For purchase of a keg or kegs of malt beverages
for off-premises consumption, the permit required by G.S. 18B-403.1(a) must
first be obtained;

(2)  Any amount of draft malt beverages by a permittee in kegs for on-premise
consumption;

(3)  Not more than 50 liters of unfortified wine;

(4)  Not more than eight liters of either fortified wine or spirituous liquor, or eight
liters of the two combined.

(b) Unlawful Purchase. — Except as provided in subseetion-{e}-subsections (¢) and (d) of
this section, and in AxtieleH-Article 11 of this Chapter, it shall be unlawful for any person to
purchase, or for any person to sell, an amount of alcoholic beverages greater than that stated in

subsection (a).
* H9 1 —-—PCS 106549 —-SAF—-—20 %




N L e

fd Ll L Lo L L PO B B B B B 1D B D B = = e e e e e e et e
U B WD — OO0~ W — OO 00~ WD R W — OO

36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51

General Assembly Of North Carolina Session 2019

(©) Greater Amounts. — Amounts of alcoholic beverages greater than those listed in
subdivisions (a)(3) and (a)(4) may be purchased with a purchase-transportation permit under
G.S. 18B-403.

(d)  Mixed Beverage Permittee Exception. — A mixed beverage permittee, or an employee
of a mixed beverage permittee, may purchase and transport any amount of fortified wine or
spirituous _liquor for use by the mixed beverage permittee without obtaining a
purchase-transportation permit under G.S. 18B-403. An independent contractor emplovyed
pursuant to G.S. 18B-701(a)(1), by either a mixed beverage permittee or a local ABC board, may
transport any amount of fortified wine or spirituous liquor for use by a mixed beverage permittee
without obtaining a purchase-transportation permit under G.S. 18B-403."

SECTION 2.(b) G.S. 18B-403(a) reads as rewritten:

"(a) Amounts. — With a purchase-transportation permit, a person may purchase and
transport an amount of alcoholic beverages greater than the amount specified in G.S. 18B-303(a).
A permit authorizes the holder to transport from the place of purchase to the destination within
North Carolina indicated on the permit at one time the following amount of alcoholic beverages:

(1) A maximum of 100 liters of unfortified svne;wine.
(2) A maximum of 40 liters of either fortified wine or spirituous liquor, or 40
liters of the two eembined;-ercombined.

SECTION 2.(c) This section becomes effecﬁve July 1, 2019, and applies to fortified
wine and spirituous liquor purchased on or after that date.

PART III. ABC COMMISSION/QUARTERLY REPORT ON PROCESS FOR
OBTAINING A CONTRACT FOR STATE WAREHOUSE SERVICES

SECTION 3.(a) Beginning October 15, 2019, and quarterly thereafter, the ABC
Commission shall submit a written report to the chairs of the Joint Legislative Oversight
Committee on Justice and Public Safety detailing the progress made in bidding and selecting an
independent contractor for the receipt, storage, and distribution of spirituous liquor at and from
the State warehouse in accordance with G.S. 18B-204(a)(3). The report required under this
section shall include all of the following:

(1) The schedule for developing and issuing the Request for Proposal (RFP),
including detailed explanations as to how the Commission is meeting the
milestones identified on the schedule.

2) An identification of State agencies, departments, and other entities providing
the Commission with technical assistance on RFP development and contract
negotiations, including a detailed description of the assistance that is being
provided.

3) A description of the Commission's consultation with local ABC boards, as that
term is defined in G.S. 18B-101, to ensure the boards' concerns and
expectations are addressed during the RFP development and contract
negotiations.

(4) A copy of the RFP when it is released for bid.

(5) A copy of the final contract entered into pursuant to G.S. 18B-204(a)(3).

(6) An implementation schedule for transitioning from the existing contract for
services described in G.S. 18B-204(a)(3) to the new contract.

SECTION 3.(b) The reporting requirement set forth in subsection (a) of this section

expires upon the earlier of the date of the award of the contract for services described in
G.S. 18B-204(a)(3) or January 1, 2022.

PART IV. ABC SPECIAL ORDERS/ALLOW PURCHASE OF INDIVIDUAL BOTTLES

Page 2 House Bill 91 H91-PCS10549-SAf-20
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SECTION 4.(a) G.S. 18B-800 is amended by adding a new subsection to read:
"(c1) Special Orders. — Through the process established by rule of the Commission for
special orders of spirituous liquor that are on the special item list approved by the Commission,
ABC stores shall allow the purchase of individual bottles of spirituous liquor. ABC stores may
sell in store any bottles it receives from a special item case in excess of what was purchased by
the requesting customer."

SECTION 4.(b) In order to facilitate the sale of any remainders of a special item
case by a local ABC board, increase customer access to products, and allow local ABC boards
to more effectively manage inventory, the ABC Commission shall develop and implement an
Internet-based system to facilitate the sale and purchase, and transport and delivery, of spirituous
liquor items by and among local ABC boards. The system shall include both items listed on the
regular approved list of items and on the special item list maintained by the ABC Commission.

SECTION 4..¢c) The ABC Commission shall develop and implement an
Internet-based system to allow mixed beverage permittees to track special orders from the special
item list online, including the date a special order is placed with the ABC Commission by a local
ABC board and the expected date that a mixed beverage permittee can take possession of a
special order.

SECTION 4.(d) Subsection (a) of this section becomes effective July 1, 2019, and
applies to special orders placed on or after that date. The remainder of this section is effective
when it becomes law.

PART V. LOCAL ABC BOARDS/ALLOW DELIVERY FEE

SECTION 5.(a) G.S. 18B-701(a) reads as rewritten:

"(a) Powers. — A local board shall have authority te:to do all of the following:

e Buy, sell, transport, and possess alcoholic beverages as necessary for the
operation of its ABC steres:stores. If a local board provides delivery of
spirituous liquor to a mixed beverages permittee, the local board may use its
employees or contract with an independent contractor and may charge a fee
to the permittee. A mixed beverage permittee may contract with an
independent contractor to provide delivery of spirituous liquor from an ABC
board's store or warehouse to the permittee's premises.

2) Adopt rules for its ABC system, subject to the approval of the
Cemmission:Commission.

3) Hire and fire employees for the ABC system;system.

4) Designate one employee as manager of the ABC system and determine his
respensibilities;responsibilities.

(5) Require bonds of employees as provided in the rules of the
Commission:Commission.

(6) Operate ABC stores as provided in Article 8:8.

N Issue purchase-transportation permits as provided in Article 4;4.

(8) Employ local ABC officers or make other provision for enforcement of ABC
laws as provided in Article 5;5.

) Borrow money as provided in G-=S—8B-702:G.S. 18B-702.

(10) Buy and lease real and personal property, and receive property devised or
given, as necessary for the operation of the ABC system;system.

(11)  Invest surplus funds as provided in 6-5—+8B-702:G.S. 18B-702.

(12) Dispose of property in the same manner as a city council may under Article
12 of Chapter 160A of the General Statutess-andStatutes.

H91-PCS10549-SAf-20 House Bill 91 Page 3
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SECTION 5.(b) The ABC Commission shall adopt rules to implement this section,
including the allowed fee for delivery and establishing requirements independent contractors
must meet to provide deliveries authorized by this section.

SECTION 5.(c) Subsection (a) of this section becomes effective July 1, 2019, and
applies to deliveries made on or after that date. The remainder of this section is effective when it
becomes law.

PART VI. ALLOW LOCAL GOVERNMENT OPTION/ABC STORE SALES ON
SUNDAY
SECTION 6.(a) G.S. 18B-802(b) reads as rewritten:

"(b)  Days.—No ABC store shall be open, and no ABC store employee shall sell alcoholic
beverages, en-any-Sunday;-New Year's Day, Fourth of July, Labor Day, Thanksgiving Day, or
Christmas Day. Except as otherwise provided under G.S. 153A-145.8 or G.S. 160A-205.4, no
ABC store shall be open, and no ABC store employee shall sell alcoholic beverages. on any
Sunday. A local board may otherwise determine the days on which its stores shall be closed."

SECTION 6.(b) Atrticle 6 of Chapter 153A of the General Statutes is amended by
adding a new section to read:
"§ 153A-145.8. Allow ABC stores to operate on Sunday.

If a county operates at least one ABC store, the county may adopt an ordinance allowing
ABC stores under the operation of the county to be open and selling alcoholic beverages on
Sundays. A county must consult with its county ABC board prior to adopting an ordinance under
this section."

SECTION 6.(c) Article 8 of Chapter 160A of the General Statutes is amended by
adding a new section to read:
"§ 160A-205.4. Allow ABC stores to operate on Sunday.

If a city operates at least one ABC store, the city may adopt an ordinance allowing ABC
stores under the operation of the city to be open and selling alcoholic beverages on Sundays. A
city must consult with its city ABC board prior to adopting an ordinance under this section."

SECTION 6.(d) This section becomes effective July 1, 2019.

PART VII. ABC STORES/ALLOW IN-STORE SPIRITUOUS LIQUOR TASTINGS
SECTION 7.(a) G.S. 18B-1114.7(a) reads as rewritten:

"(a)  Authorization. — The holder of a supplier representative permit, brokerage
representative permit, or distillery permit issued under G.S. 18B-1105 may obtain a spirituous
liquor special event permit allowing the permittee to give free tastings of its spirituous liquors at
ABC stores where the local ABC board has approved the tasting, trade shows, conventions,
shopping malls, street festivals, holiday festivals, agricultural festivals, balloon races, local
fund-raisers, and other similar events approved by the Commission."

SECTION 7.(b) G.S. 18B-301(f)(1) reads as rewritten:
"(1)  Any person to consume fortified wine, spirituous liquor, or mixed beverages
or to offer such beverages to another person at any of the following places:
a. On-Unless a consumer tasting authorized by G.S. 18B-1114.7 is being
conducted, on the premises of an ABC store.
b. Upon any property used or occupied by a local board.
¢ On any public road, street, highway, or sidewalk, unless a consumer
tasting authorized by G.S. 18B-1114.7 is being conducted."
SECTION 7.(c) This section becomes effective July 1, 2019.

PART VIII. RULES
SECTION 8. The Alcoholic Beverage Control Commission shall amend its rules
consistent with the provisions of this act.

Page 4 House Bill 91 H91-PCS10549-SAf-20
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PART IX. EFFECTIVE DATE
SECTION 9. Except as otherwise provided, this act is effective when it becomes

law.

H91-PCS10549-SAf-20 House Bill 91 Page 5
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AMENDMENT
House Bill 91*
AMENDMENT NO. |
(to be filled in by
H91-ASA-10 [v.1] Principal Clerk)
Page 1 of 1
Amends Title [YES] Date a.pm,ﬁ [lo 2019

First Edition

Representative Hurley

moves to amend the bill on page 1, lines 2-3

by deleting the following:

"TO REQUIRE THE MERGER OF ABC SYSTEMS LOCATED IN A COUNTY WITH TWO
OR MORE ABC SYSTEMS;";

And on page 1, line 17 through page 2, line 4
By deleting those lines.

SIGNED %J/ M)/
{ Amendment L
SIGNED LS W/

Committee Chair if Senate CommltLec{Amendment

»
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NORTH CAROLINA GENERAL ASSEMBLY

AMENDMENT
House Bill 91*
AMENDMENT NO. L
(to be filled in by
H91-ASA-21 [v.3] Principal Clerk)

Page 1 of 3

Amends Title [NO] Date dmd /Lo 2019

First Edition

Representative ’BO les

1 moves to amend the bill on page 1, line 3

2 bydeleting "REPEAL" and inserting "EXEMPT MIXED BEVERAGE PERMITTEES FROM";

3

4 and on page 2, lines 6 — 46

5 by rewriting those lines to read:

6 "PART II. EXEMPT MIXED BEVERAGE PERMITTEES FROM PURCHASE-

7  TRANSPORTATION PERMIT REQUIREMENT FOR SPIRITUOUS LIQUOR

8 SECTION 2.(a) G.S. 18B-303 reads as rewritten:

9  "§ 18B-303. Amounts of alcoholic beverages that may be purchased.
10 (a) Purchases Allowed. — Without a permit, a person may purchase at one time:
11 (D Not more than 80 liters of malt beverages, except draft malt beverages in kegs
12 for off-premises consumption. For purchase of a keg or kegs of malt beverages
13 for off-premises consumption, the permit required by G.S. 18B-403.1(a) must
14 first be obtained;
15 (2) Any amount of draft malt beverages by a permittee in kegs for on-premise
16 consumption;
17 (3) Not more than 50 liters of unfortified wine;
18 4) Not more than eight liters of either fortified wine or spirituous liquor, or eight
19 liters of the two combined.
20 (b) Unlawfu] Purchase. — Except as provided in subseetion{ejsubsections (¢) and (d) of
21 this section, and in AstieleH-=Article 11 of this Chapter, it shall be unlawful for any person to
22 purchase, or for any person to sell, an amount of alcoholic beverages greater than that stated in
23 subsection (a).
24 (©) Greater Amounts. — Amounts of alcoholic beverages greater than those listed in
25  subdivisions (a)(3) and (a)(4) may be purchased with a purchase-transportation permit under G.S.
26  18B-403.
27 (d) Mixed Beverage Permittee Exception. — A mixed beverage permittee, or an employee
28  of a mixed beverage permittee, may purchase and transport any amount of fortified wine or
29  spirituous liquor for use by the mixed beverage permittee without obtaining a purchase-
30 transportation permit under G.S. 18B-403. An independent contractor employed pursuant to G.S.

31 18B-701(a)(1). by either a mixed beverage permittee or a local ABC board, may transport any
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AMENDMENT
House Bill 91*
AMENDMENT NO.
(to be filled in by
H91-ASA-21 [v.3] Principal Clerk)

Page 2 of 3

amount of fortified wine or spirituous liquor for use by a mixed beverage permittee without
obtaining a purchase-transportation permit under G.S. 18B-403."
SECTION 2.(b) G.S. 18B-403(a) reads as rewritten:

"(a) Amounts. — With a purchase-transportation permit, a person may purchase and
transport an amount of alcoholic beverages greater than the amount specified in G.S. 18B-303(a).
A permit authorizes the holder to transport from the place of purchase to the destination within
North Carolina indicated on the permit at one time the following amount of alcoholic beverages:

() A maximum of 100 liters of unfortified wineswine.

2) A maximum of 40 liters of either fortified wine or spirituous liquor, or 40
liters of the two eombined:-ercombined.

3y — TFhe—amount—of fortified—wine—or—spirituous—ligquors—speeified—on—the

purchase-transportation-permitfora-mixed-beverage-permitiee:”
SECTION 2.(¢) This section becomes effectlve July 1, 2019, and applies to fortified

wine and spirituous liquor purchased on or after that date."

And on page 3, line 24 through page 4, line 18
by rewriting those lines to read:
"PART IV. ABC SPECIAL ORDERS/ALLOW PURCHASE OF INDIVIDUAL
BOTTLES
SECTION 4.(a) G.S. 18B-800 is amended by adding a new subsection to read:

"(c1) Special Orders. — Through the process established by rule of the Commission for
special orders of spirituous liquor that are on the special item list approved by the Commission,
ABC stores shall allow the purchase of individual bottles of spirituous liquor. ABC stores may
sell in store any bottles it receives from a special item case in excess of what was purchased by
the requesting customer."

SECTION 4.(b) In order to facilitate the sale of any remainders of a special item
case by a local ABC board, increase customer access to products, and allow local ABC boards
to more effectively manage inventory, the ABC Commission shall develop and implement an
internet-based system to facilitate the sale and purchase, and transport and delivery, of spirituous
liquor items by and among local ABC boards. The system shall include both items listed on the
regular approved list of items and on the special item list maintained by the ABC Commission.

SECTION 4.(¢) The ABC Commission shall develop and implement an internet-
based system to allow mixed beverage permittees to track special orders from the special item
list online, including the date a special order is placed with the ABC Commission by a local ABC
board and the expected date that a mixed beverage permittee can take possession of a special
order.

SECTION 4.(d) Subsection (a) of this section becomes effective July 1, 2019, and
applies to special orders placed on or after that date. The remainder of this section is effective
when it becomes law.

PART V. LOCAL ABC BOARDS/ALLOW DELIVERY FEE
SECTION 5.(a) G.S. 18B-701(a) reads as rewritten:
"(a) Powers. — A local board shall have authority te:to do all of the following:
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Page 3 of 3

Buy, sell, transport, and possess alcoholic beverages as necessary for the
operation of its ABC steres:stores. If a local board provides delivery of
spirituous liquor to a mixed beverages permittee, the local board may use its
employees or contract with an independent contractor and may charge a fee
to the permittee. A mixed beverage permittee may contract with an
independent contractor to provide delivery of spirituous liquor from an ABC
board's store or warehouse to the permittee's premises.

Adopt rules for its ABC system, subject to the approval of the
Commisston:Commission.

Hire and fire employees for the ABC systennsystem.

Designate one employee as manager of the ABC system and determine his
respensibilitiesiresponsibilities.

Require bonds of employees as provided in the rules of the
Commission:Commission,

Operate ABC stores as provided in Article 8;8.

Issue purchase-transportation permits as provided in Article 4:4.

Employ local ABC officers or make other provision for enforcement of ABC
laws as provided in Article 5;5.

Borrow money as provided in &-S—88-702:G.S. 18B-702.

Buy and lease real and personal property, and receive property devised or
given, as necessary for the operation of the ABC systenrsystem.

Invest surplus funds as provided in 6-8—18B-702:G.S. 18B-702.

Dispose of property in the same manner as a city council may under Article
12 of Chapter 160A of the General Statutes;-andStatutes,

ON 5.(b) The ABC Commission shall adopt rules to implement this section,

including the allowed fee for delivery and establishing requirements independent contractors
must meet to provide deliveries authorized by this section.

SECTI

ON 5.(¢) Subsection (a) of this section becomes effective July 1, 2019, and

applies to deliveries made on or after that date. The remainder of this section is effective when

it becomes law.".
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AMENDMENT
House Bill 91*
AMENDMENTNO. "}
(to be filled in by
H91-ASA-8 [v.1] Principal Clerk)
Page 1 of 1
Amends Title [YES] Date a_,;,r:)ﬁ_j 1 2019

First Edition

Representative Hurley

moves to amend the bill on page 1, lines 10-11

by deleting the following:

"TO ALLOW LOCAL GOVERNMENTS THE OPTION OF OPERATING ABC STORES ON
SUNDAY;";

And on page 4, lines 20-41, by deleting those lines.

SIGNED JL/ «‘}V%I}M/&ﬁ/

Amendmerjt Sponsor

SIGNED ANA.

Committee Chair if Senate Corhimittee Amendment

ADOPTED FAILED >( TABLED
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AMENDMENT NO. L‘l
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H91-ASA-9 [v.1] Principal Clerk)
Page 1 of |
Amends Title [YES] Date 624a¢¢l /Lo 2019

First Edition

Representative Hurley

moves to amend the bill on page 1, line 12
by deleting the following:
"TO ALLOW SPIRITUOUS LIQUOR TASTINGS AT ABC STORES,";

And on page 4, line 43 through page 5, line 8
By deleting those lines.

‘)
%/ Yurb)
SIGNED £ WA
/mdmi/slgi:
SIGNED )

Committee Chair if Senate Committeb Amendment
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AMENDMENT
House Bill 91*
AMENDMENT NO. 5
(to be filled in by
H91-ASA-19 [v.5] Principal Clerk)
Page 1 of 2
Amends Title [YES] Date __ (gn [l 2019

First Edition

Representative MeGrady H’@\(LJ&‘C{Z"

moves to amend the bill on page 1, lines 11-14

by rewriting those lines to read:

"GOVERNMENTS THE OPTION OF OPERATING ABC STORES ON SUNDAYS; TO
ALLOW SPIRITUOUS LIQUOR TASTINGS AT ABC STORES; AND TO FINE LOCAL
ABC BOARDS FOR SALES OF SPIRITUOUS LIQUOR TO UNDERAGE PERSONS AT
ABC STORES."

and on page 5, lines 10-16
by rewriting those lines to read:
"PART VIII. CIVIL PENALTY FOR REPEAT UNDERAGE SALES
SECTION 8.(a) Article 7 of Chapter 18B of the General Statutes is amended by
adding a new section to read:
"§ 18B-707. Local board administrative penalty for underage sales,

(a) For any violation of G.S. 18B-302(a). (al). or (¢)(2) committed by an employee of an
ABC store or a member of the local board that operates the ABC store, the local board operating
that store, shall be fined by the Commission as follows:

(1) Five hundred dollars ($500.00) for the first violation.

(2) Seven hundred fifty dollars ($750.00) for a second violation within three years
of the first violation.

(3) One thousand dollars ($1.000) for a thitd vielation within three years of the
first violation.

(b) Fines assessed pursuant to this section shall be considered expenses of operating the local
ABC system and shall be paid as a primary distribution pursuant to G.S. 18B-805(b)(1).

(¢) The clear proceeds of fines assessed pursuant to this section shall be remitted to the Civil
Penalty and Forfeiture Fund in accordance with G.S. 115C-457.2.

(d) Nothing in this section shall be construed to interfere with or replace the provisions of
G.S. 18B-704."

SECTION 8.(b) This section becomes effective July 1, 2019 and applies to
violations of G.S. 18B-302(a), (al), or (¢)(2) occurring on or after that date.

INDTRARIARMV A

PART IX. RULES
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SECTION 9. The Alcoholic Beverage Control Commission shall amend its rules
consistent with the provisions of this act.

PART X. EFFECTIVE DATE
SECTION 10. Except as otherwise provided, this act is effective when it becomes

law.".

SIGNED ~ "

: ‘A\mcndnwnlSpOI or
SIGNED 4A__ h/&—,

Committee Chair if Senate C‘.m‘nﬁmec,Amendmcm

ADOPTED FAILED TABLED X
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2019-2020 General Assembly

Committee: House Alcoholic Beverage Control. If Date: April 16, 2019
favorable, re-refer to Judiciary. If favorable,
re-refer to Rules, Calendar, and Operations of

the House
Introduced by: Reps. McNeill, Boles Prepared by: Jennifer H. Bedford
Analysis of: PCS to First Edition Staff Attorney
H99-CSTT-15

OVERVIEW: The PCS for House Bill 99 would create the Alcohol Law Enforcement Division, a
separate division of the Department of Public Safety, and expand the jurisdiction of Alcohol Law
Enforcement agents.

[As introduced, this bill was identical to S78, as introduced by Sens. Sanderson, Britt, Horner, which is
currently in Senate Judiciary.]

CURRENT LAW AND BACKGROUND: Alcohol Law Enforcement (ALE) is the lead enforcement
agency for the State's alcoholic beverage control, lottery, and tobacco laws. ALE has been a branch agency
of the State Bureau of Investigation (SBI) since 2014.

BILL ANALYSIS:
Section 1 of the PCS would relocate the ALE Branch of the SBI to a new Division of the Department of
Public Safety (DPS).

Section 2 of the PCS would create the ALE Division of the DPS.
Section 3 of the PCS would repeal the existing law that established the ALE Branch within the SBI.

Section 4 of the PCS would:

e Authorize the Secretary of the DPS to appoint and supervise the Director of the ALE
Division of the DPS.

e Allow the Director of the ALE Division to hire, appoint, transfer, supervise, and fire
personnel within the new Division.

Section 4 of the PCS would also expand the jurisdiction of ALE agents to include any criminal offense:
e At a location related to a permit issued by the Alcoholic Beverage Control Commission
(ABC) or the Education Lottery Commission.
e Encountered by an ALE agent acting on behalf of the ABC Commission or the Education
Lottery Commission.
e Encountered while an ALE agent is carrying out a duty assigned by the ALE Division or

by law.
Legislative Analysis
Division
T -2

e Occurring in the presence of an ALE agent.
Ho 9 -SMTT - e o R R 919-733-2578

- T 17
This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent

Director




House PCS 99

Page 2
® Occurring while an ALE agent is assisting another law-enforcement agency.

Section 4 of the PCS would also expand the primary responsibilities of an ALE agent to include violations
of the lottery and gaming laws, and the bingo and raffle laws.

Sections 5-10 of the PCS would make conforming changes.
EFFECTIVE DATE: This act would become effective July 1, 2019.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

HOUSE BILL 99

PROPOSED COMMITTEE SUBSTITUTE H99-CSTT-15 [v.8]
04/15/2019 08:37:31 PM

Short Title:  Transfer ALE. (Public)

Sponsors:

Referred to:

February 19, 2019

A BILL TO BE ENTITLED
AN ACT TO ESTABLISH ALCOHOL LAW ENFORCEMENT AS A SEPARATE DIVISION

OF THE DEPARTMENT OF PUBLIC SAFETY AND TO CLARIFY THE

JURISDICTION AND PRIMARY  RESPONSIBILITIES OF ALCOHOL

LAW-ENFORCEMENT AGENTS.

The General Assembly of North Carolina enacts:

SECTION 1. The Alcohol Law Enforcement Branch of the State Bureau of
Investigation shall be relocated as a division of the Department of Public Safety. The Department
of Public Safety shall continue to consolidate ALE and SBI regions and regional offices in the
same manner so that all district offices remain co-located.

SECTION 2. Part 4 of Article 13 of Chapter 143B of the General Statutes is amended
by adding a new Subpart to read:

"Subpart F. Alcohol Law Enforcement Division.
"§ 143B-990. Creation of Alcohol Law Enforcement Division of the Department of Public

Safety.

There is created and established a division to be known as the Alcohol Law Enforcement
Division of the Department of Public Safety with the organization, powers, and duties defined in
Article 1 of this Chapter and G.S. 18B-500, except as modified in this Part."

SECTION 3. G.S. 143B-928 is repealed.

SECTION 4. G.S. 18B-500 reads as rewritten:

"§ 18B-500. Alcohol law-enforcement agents.
"§ 18B-500. Alcohol law-enforcement agents.

(a)  Appointment. — The Secretary of Public Safety shall appoint and supervise the
Director of the Division of Alcohol Law Enforcement of the Department of Public Safety. The
Director of the &mﬁm&eﬂw&g&ﬂe&&h&”—mwsmn of Alwhol Law Enforcemcnl of the
Department of Public Safety may appoint
persennel-and supervise a sufficient number of assistants who shall be competent and qualified
to do the work of the Division. The Director may—also—appeoint—regular-employees—of-the
Commission-as-alcoho-aw-enforcement-agents—shall be responsible for making all hiring and
personnel decisions of the Division. Notwithstanding the provisions of this Chapter or Chapter
143A of the General Statutes, the Director may hire or fire personnel and transfer personnel
within the Division. The Director may also appoint a regular employee of the Commission as an
ALE Agent providing the employee was employed by the ABC Commission and serving as an
ALE Agent on January 1.2019. Alcohol law-enforcement agents shall be designated as "alcohol
law-enforcement agents". Persons serving as reserve alcohol law-enforcement agents are

considered employees of the AleohelLaw—Enforcement—Branch—Division for workers'

DAL
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compensation purposes while performing duties assigned or approved by the Head-Director of
the Adeshot-baw-Enforcement-Braneh-Division or the Head's-Director's designee.

(b)  Subject Matter Jurisdiction. — After taking the oath prescribed for a peace officer, an
alcohol law-enforcement agent shall have authority to arrest and take other investigatory and

enforcement actlons for any crlmmal eﬁmﬁﬂhe—p%mmy—w&pefﬁwmﬁan—agem—ﬁhaﬂ—be

pmdﬂe&oﬂenbe.

1) Occurring. encountered, or otherwise discovered on the premises of. or
elsewhere when such conduct relates to a location under application for, or
holding a permit issued by. the North Carolina Alcoholic Beverage Control
Commission or the North Carolina Education Lottery Commission.

2) Encountered or otherwise discovered while investigating or enforcing matters
for the North Carolina Alcoholic Beverage Control Commission or the North
Carolina Education Lottery Commission, or encountered or otherwise
discovered while investigating or enforcing the provisions of this Chapter,
Chapter 18C, G.S. 14-313, or Parts [ and 2 of Article 37 of Chapier 14 of the
General Statues.

[€))] Encountered or otherwise discovered while carrying out any duty or function
assigned to the Division by law.

“é Occurring in an agent's presence.

) When assisting another law-enforcement agency.

(b1)  Authority. — Alcohol law-enforcement agents have full power and authority as peace
officers to execute criminal process, and respond to and take enforcement action for any crime
of violence or breach of the peace, and any additional duties as may from time to time be directed
by the Governor or the Secretary of the Department of Public Safety when needed for security
purposes at a public event, or to protect persons or property because of a disaster or state of
emergency.

(b2)  Primary responsibilities. — The primary tespensibiity-responsibilities of an alcohol
law-enforcement agent shal-beare the enforcement of the ABC-and-lottery-laws-and-G-S—14-313
regarding-youth-aceess-to-tobaeco-produets-this Chapter, Chapter 18C. G.S. 14-313. and Parts |

and 2 of Article 37 of Chapter 14 of the General Statutes.

(g) Shifting of Personnel From One District to Another. — The Head-Director of the
Alcohol Law Enforcement Braneh—under—rules—adepted-by—the Department-ofPublie-Safety
Division may, from time to time, shift the forces from one district to another or consolidate more
than one district force at any point for special purposes. Whenever an agent of the Alcohol Law
Enforcement Seetien-Division is transferred from one district to another for the convenience of
the State or for reasons other than the request of the agent, the Department shall be responsible
for transporting the household goods, furniture, and personal apparel of the agent and members
of the agent's household."

SECTION S. G.S. 18B-101 reads as rewritten:
"§ 18B-101. Definitions.
As used in this Chapter, unless the context requires otherwise:

(3) "ABC system" means a local beard-andboard, all ABC stores operated by it;

Hs—law-enforeement—-branch—and—aH—its—employees:a local board. and the

designated ABC law enforcement officers employed pursuant to G. S.
18B-501.

5) "ALE Braneh"Division" means the Alcohol Law Enforcement Branch
Division of the Department of Public Safety.
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SECTION 6. G.S. 143-651 reads as rewritten:

"§ 143-651. Definitions.
The following definitions apply in this Article:

(7a) Division or ALE Division. — The Alcohol Law Enforcement Division of the

Department of Public Safety.

(23b) Sanctioned amateur match. — Any match regulated by an amateur sports
organization that has been recognized and approved by the Braneh-ALE
Division.
SECTION 7. G.S. 143-652.1 reads as rewritten:
"§ 143-652.1. Regulation of boxing, kickboxing, mixed martial arts, and toughman events.

The AleoholLaw-EnforcementBranch-of the Department-of Publie-Safety-ALE Division
shall regulate live boxing, kickboxing, and mixed martial arts matches, whether professmnal
amateur, or sanctioned amateur, or toughman events, in which admission is charged for viewing,
or the contestants compete for a purse or prize of value greater than twenty-five dollars ($25.00).
The Braneh-ALE Division shall have the exclusive authority to approve and issue rules for the
regulation of the conduct, promotion, and performances of live boxing, kickboxing, and mixed
martial arts matches and exhibitions, whether professional, amateur, or sanctioned amateur, and
toughman events in this State. The rules shall be issued pursuant to the provisions of Chapter
150B of the General Statutes and may include, without limitation, the following subjects:

SECTION 8. G.S. 143-652.2 reads as rewritten:
"§ 143-652.2. Boxing Advisory Commission.

(a) Creation. — The Boxing Advisory Commission is created within the Department of
Public Safety to advise the MMMH&WMMMWM%MM
ALE Division concerning matters regulated by this Article. The Commission shall consist of six
voting members and two nonvoting advisory members. All the members shall be residents of
North Carolina. The members shall be appointed as follows:

1) One voting member shall be appointed by the Governor for an initial term of
two years.

2) One voting member shall be appointed by the President Pro Tempore of the
Senate for an initial term of three years.

3) One voting member shall be appointed by the Speaker of the House of
Representatives for an initial term of three years.

4) One voting member shall be appointed by the Secretary of Public Safety for
an initial term of three years.

(5) One voting member shall be appointed by the Lieutenant Governor for an
initial term of two years.

(6) One voting member shall be appointed by the Tribal Council of the Eastern
Band of the Cherokee for an initial term of three years.

@) One nonvoting advisory member shall be appointed by the Speaker of the
House of Representatives for an initial term of one year, from nominations
made by the North Carolina Medical Society, which shall nominate two
licensed physicians for the position.

H99-CSTT-15 [v.8] House Bill 99 Page 3



[=>BRVe - IR Hi= W i S S

0 B Lo —

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

General Assembly Of North Carolina Session 2019

(8) One nonvoting advisory member shall be appointed by the President Pro
Tempore of the Senate for an initial term of one year, from nominations made
by the North Carolina Medical Society, which shall nominate two licensed
physicians for the position.

Notwithstanding the schedule above in subdivisions (1), (5), (7), and (8) of this subsection,
if any former member of the North Carolina Boxing Commission is appointed to the initial
membership, that person shall serve an initial term of three years. The member appointed
pursuant to subdivision (6) of this subsection may serve on the Commission only if an agreement
exists and remains in effect between the Tribal Council of the Eastern Band of the Cherokee and
the Commission authorizing the Commission to regulate professional boxing matches within the
Cherokee Indian Reservation as provided by the Professional Boxing Safety Act of 1996.

The two nonvoting advisory members appointed pursuant to subdivisions (7) and (8) of this
subsection shall advise the Commission and the Braneh-ALE Division on matters concerning the
health and physical condition of boxers and health issues relating to the conduct of exhibitions
and boxing matches. They may prepare and submit to the Commission for its consideration and
to the Braneh-ALE Division for its approval any rules that in their judgment will safeguard the
physical welfare of all participants engaged in boxing.

Terms for all members of the Commission except for the initial appointments shall be for
three years.

The Secretary of Public Safety shall designate which member of the Commission is to serve
as chair. A member of the Commission may be removed from office by the Secretary of Public
Safety for cause. Members of the Commission are subject to the conflicts of interest requirements
of 15 U.S.C. § 6308 (contained in the Professional Boxing Safety Act of 1996, as amended).
Each member, before entering upon the duties of a member, shall take and subscribe an oath to
perform the duties of the office faithfully, impartially, and justly to the best of the member's
ability. A record of these oaths shall be filed in the Department of Public Safety.

(d) Review Authority of the Commission. — The Commission shall review existing rules
adopted under this Article and shall from time to time make recommendations to the Braneh-ALE
Division for changes or addition to such rules. Any proposals for change, amendment, addition,
or deletion to those rules shall be submitted by the Braneh-ALE Division to the Commission for
its comments prior to approval.

SECTION 9.(a) The following statutes are amended by deleting the word "Branch"
wherever it appears in uppercase and substituting "Division": G.S. 18B-201, 18B-202, 18B-203,
18B-504, 18B-805, 18B-902, 18B-903, 18B-903.1, 18B-904, 18C-163, 19-2.1, and
105-259(b)(15).

SECTION 9.(b) The following statutes are amended by deleting the word "Branch"
wherever it appears in uppercase and substituting "ALE Division": G.S. 143-654, 143-655, and
143-656.

SECTION 10. G.S. 143-63.1(d) reads as rewritten:

(d)  Notwithstanding the provisions of this section, but subject to the provisions of
G.S. 20-187.2, the North Carolina State Highway Patrol, the North Carolina Division of Adult
Correction and Juvenile Justice of the Department of Public Safety:Safety, the Alcohol Law
Enforcement Division of the Department of Public Safety, and the North Carolina State Bureau
of Investigation may sell, trade, or otherwise dispose of any or all surplus weapons they possess
to any federally licensed firearm dealers. The sale, trade, or disposal of these weapons shall be
in a manner prescribed by the Department of Administration. Any moneys or property obtained
from the sale, trade, or disposal shall go to the general fund.

SECTION 11. G.S. 143-341(8)(i)(3) reads as rewritten:
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Vl3.

To require on a schedule determined by the Department all
State agencies to transfer ownership, custody or control of any
or all passenger motor vehicles within the ownership, custody
or control of that agency to the Department, except those motor
vehicles under the ownership, custody or control of the
Highway Patrol, the State Bureau of
Investigation:Investigation. the Alcohol Law Enforcement
Division of the Department of Public Safety, the Samarcand
Training Academy, or the constituent institutions of The
University of North Carolina which are used primarily for
law-enforcement purposes.”

SECTION 12. This act becomes effective July 1, 2019.

H99-CSTT-15 [v.8]
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