Washington State
Liquor Control Board

Business Advisory Council
Minutes
Wednesday, July 23, 2008

Present:

LCB: Lorraine Lee, Roger Hoen, Ruthann Kurose, Pat Kohler, Rick Garza, Alan
Rathbun, Brian Smith, Randy Simmons, Pat McLaughlin, Matt Pridgeon, Mona Moberg,
PK Dan,

OFM: Mike Steenhout

Business Stakeholders: Steve Lynn, Gilbert Canizales, Jan Gee, Phil Wayt, Chuag Leiu,
Adam Cook, Ted Yi, TK Bentler, Theresa Hancock, Brent Young, John Byrne, Michael
Transue, Jean Leonard, Scott Hazlegrove

Called to order at 10:30 by Roger Hoen.
Roundtable Update:

Steve Lynn, Small Businesses and Distributors, asked for an update on the uniform
pricing issue.

Gilbert Canizales, Beer Institute, noted that the buyout of Anheuser-Busch by InBev
awaited FTC approval. He does not see much change for Washington wholesalers.
Anheuser-Busch has about 38% market share currently.

Phil Wayt, Washington Wine & Beer Wholesalers Association (WWBWA), is less
concerned for the wholesalers, but sees some shuffling of secondary brands. Mr. Wayt is
retiring at the end of this year and there may be an announcement next week

Jan Gee, Washington Food Industry (WFI), is waiting for the random selection of the
independent grocery stores to participate in the new Wine & Beer Sampling Pilot.
Director of Licensing, Alan Rathbun, is drafting an interim policy to bring before the
Board and working on the procedure for choosing the stores.

Chuag Leiu, Korean American Grocers Association of Washington State (KAGRO),
explained that LCB Advertising Coordinator Tony Kim will travel shortly to Spokane to
educate tobacco and alcohol vendors.

Board Member Roger Hoen noted that when last speaking with him regarding the new
Tacoma Alcohol Impact Area(AlA), he had tried to put Mr. Leiu in touch with some
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vendors in the first Tacoma AIA and asked if that had worked well. Mr. Leiu agreed that
it had.

Adam Cook, Washington State Sports and Entertainment Facility Operations
Association, attending for Martha Fuller, stated that the group is reviewing some
proposed alternative penalties. Board Member Hoen noted that it has been an ongoing
effort with Enforcement and the Sports Group.

TK Bentler, Washington Association of Neighborhood Stores, also attending for Arlen
Harris of the Washington Brewers Guild, mentioned the concern in California over the
issue of Money's Worth. The Joint Committee in the Washington Legislature is being
closely watched.

Theresa Hancock, Contract Managers Advisory Committee (CMAC), affirmed her group
was working with our IT Division on a technology refresh for the contract stores.

Keynote Speaker:

Larisa Benson, Director of Government Management Accountability and Performance
(GMAP) for the State of Washington, gave a presentation with the attached Powerpoint
and had an open question period. She noted that all the meetings were open, the schedule
and streaming video clips are posted on the GMAP website, www.accountability.wa.gov.

Business Enterprise:

Director, Pat McLaughlin, with the assistance of Matt Pridgeon, Director of the
Distribution Center, District Manager Debbie McVicker and Management Analyst Jim
Hutchins, presented an outline of the Liquor Control Board's Business Enterprise
Standards (see attached file).

Key Impact Measures Workgroup:

Project Manager Mona Moberg gave an update on the work of the group and asked for
feedback and comments on the progress to date, as well as welcoming continuing input.
Anthony Anton, Washington Restaurant Association, offered to help as well as Gilbert
Canizales. Mona explained that the intention is to develop a universal screening tool for
issues that face the LCB. The topic of Alcohol Impact Areas (AlA) was cited as an
example. As a specific solution to a specific problem, using the screening tool could help
measure whether the problem was fixed and the AIA could be discontinued.

Policy and Legislative Update:

Deputy Administrative Director Rick Garza led a discussion of what the future might
look like with the change in regulations, particularly in regard to trying to maintain a
level playing field between the large and smaller licensees. The clear priorities of the
Board are supporting public safety and reducing underage drinking. The group also
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discussed the issue of quantity discounts and alternatives such as combined shipments of
diverse and competing products, or delivery once a week instead of twice. The Board
stated that they would look to the industry for data and information about how different
regulations and rules would affect them. Three proposals will come out in the mail next
week: a nightclub license, a verticle license that becomes horizontal on the 21* birthday,
and the possibilty of the Enforcement Division issuing a cigarette license.

Agency Update:

Administrative Director Pat Kohler summarized the work done to date on the Budget
Proposals due to the Office of Financial Management (OFM) in mid-August. Some of the
items for which funding is being requested include: a public safety media campaign,
research capacity for regulatory reform, equipment upgrades for contract liquor stores
and the possible opening of six new stores.

She announced that the first poster for our Alcohol Awareness Program is going in to our
stores now. We expect to change the poster three times a year. We eventually hope to get
it into the contract stores as well. Chairman Lee noted that youth and adult focus groups
we conducted had helped with the design and message of the initial poster.

Director Kohler also brought the Council up to date on the Board's new beer policy. In
the stores, we are moving away from the value beers and towards more craft beers.

Jan Gee (WFI), asked how long it had been since license fees were increased. It has been
a long time and Deputy Administrative Director Garza explained that Licensing Director
Alan Rathbun is looking at it right now.

Staff Reports:

Licensing Director Alan Rathbun updated the group on a number of issues. He covered
the attached resolution recognizing an additional AIA for Tacoma and Seattle has
requested to include additional products on the banned list for the Seattle AlAs. Next
week he will propose an Interim Policy for Wine and Beer Sampling in supermarkets for
the Board to approve. In addition, shortly there will be a random lottery to select the
fifteen independent grocery stores--twelve west of the Cascades and three east of the
Cascades.

Enforcement Assistant Chief Rex Prout reported the results of the Locations of Strategic
Interest program. Research showed that a small percentage of licensees cause most of the
problems. Each region identified the problem licensees. These businesses were
approached with resources to help them come into compliance. The two results from this
method were that they improved their compliance or, with the increased enforcement,
went out of business. In the cases where the compliance improved, the results were
dramatic. He noted that the statistics of improvement offered a way to measure exactly
what effect we have. Enforcement is exploring having each officer manage his or her
own schedule, with this program as part of the toolbox.
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Anthony Anton, Washington Restaurant Association (WRA), said their group is looking
at a voluntary compliance program and is open to ideas to work this problem in their
industry. He noted that there have been an increased number of complaints and asked if
there is anything he needs to get out in the newsletter. Mr. Prout replied he would be
happy to help with the program. Many new officers have been hired recently and
complaints may stem from how they present themselves. Director Pat Kohler offered that
the Board will be training the officers on crucial conversations. The Captains are getting
advanced training at this time.

Adjourned 2:45 pm
Next meeting 10/22/08, WSLCB Headquarters, Conference Room 201

PO Box 43075, 3000 Pacific Ave. SE, Olympia WA 98504-3075, (360) 664-1600,
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Washington State Key Performance
Liquor Control Board |ndicators (KPI's)

o Store Order Fill Rate: The number of product cases shipped
as a percentage of the total product cases requested by a
store for items in the established product schematic.

e Store Out of Stocks: Any SKU within the established product
schematic that is not on the store lobby shelf for any reason.

« Days of Supply: The number of days predicted to consume
existing inventory based on the best available demand
forecast.

 Shelf Schematic Compliance: Store conformance to the
established product schematics less any District Manager pre-
approved variations.

 Display Compliance: Tracking that assigned displays were
set up by the 10" of the month

* Product Knowledge: Product training that serves to increase
the understanding of the products sold by WSLCB.
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4 Liquor Control Board

Store Order Fill Rate

Matt Pridgeon
Director of Distribution
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274 Liquor Control Board Fill Rate

Goal: To ship 93.5% or more of the cases ordered
by stores every day.

Data
* High/Uneven Case Order Days
o Staffing Levels at DC
e Inventory Levels at DC
* Replenishment Demand/Performance
e Equipment/System Uptime
« DC Out of Stocks





. 2. Maximize Financial Return
Washington State 4. Use of Integrated Technology

Liquor Control Board v

Store Order Fill Rate

April, May, & June 2008 Performance by Month

FY 08
Measure Goal Apr May Jun Ath Qtr
Store Order 93.5
Fill Rate %

DC Effective
Fill Rate % 95.0

Out of Stock 1.5






2.44%

Washington State

2. Maximize Financial Return

2

Liquor Control Board Product Availability

Root Cause Analysis

47.41%

Total: 15,523 cases

Top 3 brand codes OOS:

894001 Sauza Margarita Mix (1142 cases)
089468 Lunazul Reposado Tequila (757 cases)
894412 Stirrings Mojito (602 cases)

Top 3 Reasons for OOS (excluding ineligibles):
Supplier Out of Stock (5200 cases)

SMI No Orders Placed (846 cases)

Supplier Change (300 cases)

®m A-Purchasing
m B-DC

m C-Supplier

®m D-Transport
M E-Intentional
O S-Store
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Store Order Fill Rate

June 2008 Cases Ordered, Shipped, and

Store Fill Rate: 93.4%
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Store Order Fill Rate

June 2008 Cases Ordered, Shipped, and

Store Fill Rate: 93.4%
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Store Order Fill Rate

June 2008 Cases Ordered, Shipped, and

Store Fill Rate: 93.4%
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Store Order Fill Rate

Analysis
* Poor fill rate driven by inability to complete
all replenishments.

* Higher numbers of replenishments result
of removing layering in anticipation of Pick
Module.

e Successful July 4" Build Up.
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%A Liquor Control Board v

Store Order Fill Rate

Action Plan

* 4 Tier Pick Module fully operational (M. Goetz:
July 31, 2008)

o Staff levels adjusted with expansion delay and
holiday build up (M. Pridgeon: September 2008)
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Store Out Of Stocks

Debbie McVicker
District Manager
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In Store Product Availability

/4 Liquor Control Board

Goal: To monitor stock levels both store and shelf to

provide the highest level of customer service and
profitability.

Data

* Average number of Shelf Out of Stock SKU’s
versus DC Out of Stocks on a weekly basis.

* Percentage of SKU’s Out of Stock at Store Level
 Number of Monthly Audits Performed
 Top Reasons for Shelf Out of Stock Condition.
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Shelf Out of Stock SKU'’s
Compared to SKU’s Ordered by Stores

2507
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Average Percentage of SKUs Out of Stock at store level

100.00%

99.99%

99.98%

99.97%

99.96%

99.95%

99.94%

99.93%

99.92%

(Based on Average of 1,100 SKU’s assigned to store)
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Number of monthly audits performed
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Top Reasons for Out of Stocks at Store Level
March-June 2008

50%

45% A

40%

O 35%]
o
[
O 30% @ MARCH
o

O APRIL
8 25% |
O mMAY
w 20%- @ JUNE
o
S

15% A

10%

5% -

0%
New ltem TPR Store Under-ordered Ordered: Store Did Not All Other
Receive

Reason for Out of Stock

Other items include: Class H, Expensive Items, Slow Mover & Exceeded Forecast Amount
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‘ quuor ContrOI Board In Store Product Availability

Analysis
March - 94% submission rate.
April - 98.2% submission rate.
May - 99.3% submission rate.
June - 99.9% submission rate

No SKU represented more than 1.8% of the Out
of Stock instances.

SKU'’s Ordered by Stores Out of Stock rate Is
higher than the store shelf Out of Stock because
the Managers have “warehoused” product.

The managers are now “owning” their OOS.
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In Store Product Availability

Action Plan

Investigate blocking products at store level (C.
O’Donnell: July 31, 2008)

Publish new policy/procedure (D. McVicker: July
31, 2008)

Develop new reporting slides for future Store
OOS (D. McVicker: July 31, 2008)

Develop a Training Plan for Stores that are
reporting higher than “average” OOS (D.
McVicker, September 30, 2008)
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Days of Supply

Jim Hutchins
Process Improvement Manager





Washington State
Liquor Control Board

Days of Supply

Goal: Provide the highest level of customer service and
profitability by maintaining appropriate inventory levels at
the DC and the stores.

Data

* Percentage of brandcodes in Days of Supply is
determined by: daily inventory vs. daily projected sales

« Daily inventory levels on a per brandcode basis to
Include the distribution center and stores

* [ncludes brandcodes that sell at least 10 cases a month

 DC inventory will be based on lead time and store
Inventory will be 2 to 4 weeks.
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Liquor Control Board Days of Supply
Analysis
100%
90%- Sample DC data:
80%- Monday June
70%- 16, 2008
60%: Established Lead
50%- Times (Subset)
40% A Dail
verage Daily
30%- Sales
20%
10%:-
0%-

Below Within Above
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Action Plan

A quarterly analysis of per brand code Days of Supply
inventory management performance - PIT, September 26t,
2008

Regular monthly analysis of Days of Supply — beginning
October 1st, 2008

Determine appropriate goal and establish processes and
procedures for inventory management that incorporate Days
of Supply — Business Enterprise, October 10, 2008

Manage inventory action plans with suppliers to keep all
brandcodes within the Days of Supply range — Purchasing,
beginning October 10t, 2008
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Display Compliance
Shelf Schematic Compliance
Product Training

Steve Burnell
Marketing Manager
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Display Compliance

Display Compliance

Goal: Achieve a minimum of 95% store compliance
to published display assignments

Data
« Stores reporting non-compliance to assignments
o Spirit Representatives reporting non-compliance
 Reasons for non-compliance
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Display Compliance

Display Compliance

Jan Feb Mar | Number of
Displays-Q1

® Total Assigned Displays

Issues: | S| LIS|L|S]|L

Product not ordered

Product ordered/not shipped

Supplier no show/no display materials

High Theft Item

Display set up, but reduced display size

Reason not given

S=Spirit Rep/ L=LCB

Analysis

» Currently collected data does not help with needed analysis
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Display Compliance

Action Plan

* Implement standardized reporting form in Excel format (S.
Burnell: July 2008)

« Begin reporting display compliance with accurate data (M.
Aulabaugh: September 2008)

* Define standard for display set-up (J. Storm, July 2008)
— Product levels

— Signage and content
— Quality of finished display
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Shelf Set Compliance

Shelf Schematic Compliance

Goals:

1. Publish, implement and audit two schematic refreshes per calendar
year

2. Update schematics with new products prior to arrival at retail stores
as needed

3. Compliance rate of 100%

Data
* Percentage of stores compliant
 Number of stakeholder inquiries raised
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Liquor Control Board M

Shelf Schematic Compliance

Compliance to Spring Shelf Resets

76, 50% 76, 50%

O Audited w-o
Exceptions

B Not Audited

W Audited w
Approved
Exceptions

Number of inquiries raised by stakeholders 2008 to date (by email) ‘ 0

Analysis

» Spring schematic was published April 4th and resets were to be completed
and audited by June 5th, 2008

» Reflects documented criteria for exceptions distributed to DM’s and stores
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Shelf Schematic Compliance

Action Plan

* |n coordination with Retail and DRAW, define
new requirements for stores to carry listed
products (S. Burnell: August 2008)

 Survey DM'’s to determine If there are patterns to
granted exceptions (J. Storm, August 2008)

« Timeline for next refresh (M. Aulabaugh)
— Update SAM data: July 2008
— Publish to DRAW for review: August 5, 2008
— Finalize set: August 25, 2008
— Publish to stores: September 15, 2008
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Product Training

Product Training

Goals:

1.

2.

95% of all retail employees to complete standard
product training by June 30, 2009.

All store managers and assistant managers have a
minimum of 2 additional hours of training per year.

Da'ta
Number and percentage of retail employees who have

completed standard product training

Number and percentage of retail employees who have
completed the advanced training

Number of employees who have completed category
specialist training by category

Number of employees with additional training, time
spent and content
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Washington State 3. Develop diverse workforce
o 4. Excellent Customer Service
Liquor Control Board ‘
Product Training
Retail Training Ql |Q2 [Q3 |Q4 |Total
Retail Employees trained on Reporting to
standard product training (90 days begin-TBD
for new employees/ 1yr for all others)
Employees trained on advanced Reporting to
product training begin-TBD
Category Specialist certifications Reporting to
earned begin - TBD
Additional Retail Training tEm_plodyeeS 150 | 150 300
rained:
Total hours: 300 | 225 525
Analysis

 DRAW provided category training on Gin and Vodka to store assistant manager’s
(April 2008)
» Implementation date for standard training tracking delayed due to software install
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Product Training
Action Plan
* Introduce Advanced training material (J. Storm: October

2008)

 Develop and introduce Product Specialist Certification
programs (J. Storm: February 2009)
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Open Discussion
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Creating a Culture of Accountability

IN State Government
How GMAP Works

Presented to Liquor Control Board Business Advisory Council

July 23, 2008
Larisa Benson, Director
Government Management Accountability & Performance (GMAP)
Office of Governor Chris Gregoire
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What i1s GMAP?

GMAP is a disciplined method of performance review that
leaders can use to make decisions and achieve results.

» Governor and her senior staff personally and regularly
review performance reports with agency directors.

= Agencies are accountable for results.

* Timely, accurate data inform the decisions.
= Meetings are active, real-time problem solving sessions.
= Action plans define who will do what by when.

» Participants are expected to follow-up and report back.
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Government Management
Accountability & Performance

Washington’s Management Framework
GMAP = Analyze — Respond - Improve

WRESULTS!

Communicate &
Listen

m‘m - ALLOCATE MATIAG.E |

Plan Manage
* Articulate clear goals * Set clear expectations for

* Select a few priorities employees .
« Analyze external forces * Engage employees in better

, i ways of doing business
+ Assess internal capacity

Respond

+ Make decisions & take action

* During GMAP sessions, ask:

* Are we where we thought we would
be? Legislature

Governor

» Manage day-to-day
+ Set performance measures operations * Why or why not? Employees
at all levels » Work the plan » Do we need to change our strategies Citizens

Tell our story
« What actions need to be taken? Listen
+ What is the story to be told?

or recalibrate our targets?

Allocate Resources

* Reflect the priorities

* Financial, human & IT
resources

+ Consider what falls “below the
line” to make room for higher
priorities

+ Set meaningful targets for the
performance measures

Analyze

+ Collect data that drives decisions
* Analyze the data from multiple
perspectives

+ Create action-oriented reports

+ Customer & employee feedback

Improve

* Take action promptly

+ Use process improvement tools
* Seek best practices

+ Collaborate in new ways

+ Use technology

+ Adjust plan, strategies, or
targets as needed
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Why do we ‘GMAP’?

Change the culture of state government

If leaders do it, it must be important

Focus on results that are important to our citizens
Balance policy and enterprise management objectives
Integrate multiple performance & accountabllity efforts

Focus on results rather than agency silos
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What do we review in GMAP?

= Health Care = Public Safety
= Economic Vitality = Transportation
= Government Efficiency = Welfare to Work

= Vulnerable Children & Adults

» Puget Sound Clean-Up » Education — P20 Council





How does 1t work?

1. W
2. W
3. W
4. W

nere do measures come from?
nat does a report look like?
nat happens during the meeting?

nat are the results?
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Where do measures come from?
Washington'’s Citizen Engagement Process

Citizen
workshops

|

Community leader
roundtables

|

Town Hall
meetings
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Citizens ranked these measures in order of priority in the 2007 workshops:

EDUCATION:
1. High School Graduation Rate*

2. Low Income Student Achievement Gap*
3. Graduates in High Demand Fields*
4. Test Scores: Reading & Math

HEALTH:

1. Health Insurance Coverage*
2. Infant Mortality*

3. Adult Obesity*

4. Tobacco Use — Teen

5. Tobacco Use - Adult

ECONOMY:
Job Growth

1

2 Business Survivability*
3. Household Income*

4 Employment Rate*

5 Median Hourly Wage

6 Median Home Price

SOCIAL SERVICES:

1. Child Re-victimization*
2. Population Above Poverty*

3. Long-term Care

4. Employment for the disabled

TRANSPORTATION:

1. Condition of Highways*

2. Condition of State Bridges*

3. Travel Times in Major Corridors*

4. Projects Completed On-Time and On-Budget*

ENVIRONMENT:

1. Toxic Releases*

2. River & Stream Water Quality*
3. Air Quality

4. Puget Sound Water Quality

5. Endangered Wildlife*

SAFETY:
1. Re-Offense Rate*

2. Crime Rates*
3. Emergency Responder Communication
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Where do measures come from? Ultimate Outcome

Washington Department of Social and Health Services _sothat.. | Children are safe.

Goal: Ensuring vulnerable children are safe % of children not re-
abused within 6 months

Effective safety plans
are created and
followed...

case file reviews

We complete timely
and accurate

...s0 that... investigation

reports...

Intermediate Outcome

9% reports filed on- time
and complete

We respond to child Immediate Outcome

abuse calls...

9% responded to
within 24 hours

Source.: Washington State Department of Social and Health Services, Children’s Administration

Activity / Output





Example for illustrative purposes
State of Washington
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What does a report look like? Executive Summary GMAP Report: Children’s Administration

Vulnerable Children and Adults
July 26, 2006 GMAF Session

Blue: =iceeding the target by 10 percent or mare Green: mesting or excesding the target YWellow: within 10 percent of the target Red: greater than 10 percent from target

Data From Target Statewide Region 1 Region 2 | Region 3 | Begion 4 Region 5 Region § Comments

Children’s Administration
less
Average CPS Social Worker Caseload May 2006 than 233 23 4 23.0 24.0 24 8 17.0 27 3 “Whyis RS so low?
Response in 24 hours to emergent abuse allegations Mayg 2006 0.0z 90632 912 92 3 98 0z 0.0z 92 2z 95.72 Out of a total 510 referrals
Children wisited within 3 days [but more than 24 hours) 24
Children wisited in more than 3 days 12
Cases without documentation 12 B2 of these are in B4
Response in 72 hours to non-emergent abuse allegatior Mag 2006 86 03 86 93 83 e 96 132 98 832 [ A3 83 9513 Out of a total 3.268 referrals
Children wisited within 7 days (but more than 72 hours) 2
Children wisited in more than 7 days 106
Cazes without documentation 122 7h% of these are in R4
Children in their homes visited every 30 dags June 2006 TBD 38 32 2692 490z 39T 24 12 08 22 41.5% Out of a total 1,396 children
Children wisited in 31 - 60 day= 227
Children wizited in 61 - 90 day=s 07
Children wisited in more than 30 days 191
Cases without documentation a2
Children not abused or neglected again wfin sizx months FFY 2004 9012 S0 432
Children in stable placements F¥ 200% 86 122 B0 63
Cohort entered system in
Legally free children placed permanently wlin 12 months Q3 FY 2005 TBD 59 82 Ly - 56 22 44 3z 52 92 62 3z 83T Q3°05. Data extracted 6/06_
Aging and Disability Services Administration
Community Protection Program Cases April 2006 397 & 33 51 Ta 99 [}
Client reviews are completed i Iy [90 day reviews] June 2006 95 03 0.0 B8 022 B9.05 8 02 34 022 LLLLLE #0.02 Based on a sample of cases.
MNursing Home Cases FY 2006 12.051
Home and Community Cases FT 2006 36853
Residential Habilitation Center Cases Mayg 2006 977
Developmental Disability Community Services Cases
Faid F'' 2005 20,356
Mo-paid FY 2005 11,714

Clients are re-assessed to ensure proper care options  March 2006 95 03 B 0= Assessments every 12 months
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Governor’'s GMAP Room Layout

General Seating

Agency Management Team Seating (to support presenting directors)

Communications

Personnel Agency Staff
Info. Services Lead Analyst
& Recorder
Chief of -@
Staff

Projection Screen #1

Legislative
Relations

Deputy
Chief of
Staff

Z# uaa1os uonoaloid
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What happens during the meeting? GMAP in Action
Governor’s directive to respond to reports of child abuse within 24 hours.
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What are the results?

Preventing child abuse example

Are we responding to calls within 24 hours?

» Responses to calls about child abuse went from
69% to 95% or better in all six regions across the
state.

Does getting there faster mean children are
safer?

» Repeat instances of child abuse have declined 25
percent since 2005. /2sr2008 cuap Forum)





State -ul"ﬁ'.r-.mrt-mnn 4
» ) Government Management Ultimate Agency Goal

Accountability & Performance r
Children are safe.
..S0 that...
v Process innovation cut social workers’ % of children not re-
wait times in court by 25%. abused within 6 months
A 4
\ Effective safety plans r
are created and
5o that... followed...
v Process innovation increased >
social workers’ reports turned in on 9% of case files with
time from 67% to 92%. favorable quality
R assurance reviews
A 4
% of Children Re-Victimized
We complete timely 6 Month | 12 Month | 24 Month
on on on
..S0 that... . a_nd qccurate
investigation reports... Jan-Jun 2001 | 13.0% 14.9% 17.5%
. . Jul-Dec 2001 | 13.1% 15.8% 18.9%
% reports filed on-time i i i
and complete Jan-Jun 2002 12.4% 14.3% 17.2%
Jul-Dec 2002 | 12.7% 14.9% 17.8%
A 4
r Jan-Jun 2003 | 13.1% 15.4% 18.6%
We respond to child
b Jan ‘05 | Jul‘05 | Jan ‘06 | Jul’'06 | Oct ‘07 | Jan ‘08 Jul-Dec 2003 | 11.8% [ 13.6% 16.1%
abuse calls...
73.5% | 87.3% | 93.2% | 92.4% | 94.8% | 95.0% Jan-Jun 2004 | 11.2% | 13.7% 16.7%
% responded to within 24| | "s24-hour policy implemented by DSHS on 4/29/05. Jul-Dec 2004 | 12.2% | 14.4% | 17.9%
hours
Jan-Jun 2005 | 11.6% 14.4% 17.2%
Jul-Dec 2005 | 9.6% 12.3% 15.1%
M J
Social Workers’ Goal Jan-Jun 2006 | 9.0% 11.6% NA
Connecting people to results oo B K N 1

Source: Department of Social and Health Services (DSHS)

Washington State Department of Social and Health Services Logic Model Children's Administration. CAMIS Database
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What are the results?

Additional results

= Error rates on tax returns and food stamp benefits are among the
lowest in the country resulting in a $2.5M bonus from the federal
government.

= Service improvements reduced the “on-hold” waiting time by more
than 60 percent since 2006 for callers to two state Medicaid telephone
hotlines.

» Reduced unanticipated employee leave by nearly half at the state
Health Care Authority.

= Clearing accidents faster on major corridors thanks to WSP, DOT and
local partners.

= Reduced or redeployed over 1,100 middle managers (exceeded target
of 1,000 by 10%).

= Qur state highways are safer than they’ve ever been in state history,
despite more people driving on the roads. Fatalities per vehicle mile
travelled hit an all time low of 1 per 100 million in 2007.

= Though motorcycle fatalities have increased 116% across the nation.
Washington is the only state that has gone down.
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Challenges

Building trust with agencies — we’re about restoring dignity to public
service, not “gotcha”

Telling the truth to power — even when it's ugly

What happens when you don’t hit your goal? Fear of failure leads to
paralysis

Everyone’s got a silver bullet — and agencies have to dodge them all

Making sense out of data overload — simplifying without dumbing it
down

Our business intelligence technology is from the dinosaur age

Built to last — deep roots and tools that are truly useful to outlive
“flavor of the month”

Numbers alone can’t tell the story — but they are the threshold into
the tough conversations





State of Washington
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| essons Learned

= Top leaders must be personally engaged In
active problem solving

= You need a clear link between what we actually
do and the outcomes we desire

= Data must be timely & accurate with in-depth
analysis

= Results
= Commit to action: who, what, when
= Persistent follow-up
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For more information:

www.dmap.wa.gov

Larisa Benson, Director of GMAP
360-902-0481

gmap@agov.wa.qgoVv




http://www.gmap.wa.gov/

mailto:gmap@gov.wa.gov
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Where do measures come from?

Washington Department of Corrections

Goal: Reducing recidivism

...Sso that...

...So that...

Inmates choose
gainful employment
over crime...

9% of inmates finding a
Job after release

Activity: We train
inmates in work
skills

# of classes taught

Activity / Output

Inmates will have a
marketable skill when
they leave prison...

# of inmates certified in
the skill

Immediate Outcome

Intermediate Outcome

Communities are
safer.

9% of inmates who
commit crimes after
release

Ultimate Outcome
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What does a report look like?
How will expanded re-entry programs impact an offender’s criminal behavior?

BEFORE AFTER
23,000 [4,077 Bed Shortfall by 2017 i 23,000
22,000 22,000 -
21,000 21,000 -
20,000 20,000 1
Prison Demand

19,000 4 19,000 -

18,000 - 18,000 1

CRCC Expansion

17,000 - 17,000 A

Prison Funded Capacity

16,000 1 ded i

16,000 - i . Capacity Prison Capacity as Requested
WSP Expansion H
15,000 : ‘ ' ' : : : : : 15,000 . 8 ‘
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Fiscal Year Fiscal Year

Analysis:

*  Current out-of-state rental beds are approaching 1,000

» Projected shortfall of over 4,000 beds expected in FY 2017, driving the need for future prisons.

*  With the DOCs limited re-entry programs the Department will lose ground in impacting an
offender’s criminal behavior as populations increase.

 The Department contributes to reducing recidivism by increased participation in evidenced-based
programming for offenders while they are under our jurisdiction.

Source: Population estimates based on the June 2006 adopted Inmate Forecast provided by the Caseload Forecast Council. Reduction of prisons
forecast, and increase of bed capacity based on the Departments budget request submitted on September 2006.
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What does a report look like?

How will we increase re-entry program participation in prisons?

ASSESS PLAN RESPOND IMPROVE
Program Participation Targets
# of Offenders
WSIPP - Effect on Return on Released who would Cabinet Strategic | Budget Request | Budget Request
Crime Outcomes Investment benefit from Current Action Plan Target | Proposal Target | Proposal Target
Prison Programs (Overall Recidivism) (per participant) programs Participation By December 2007 By June 2008 By June 2009
Chemical Dependency -5.7% $7,835 4,770 2,385 50% 2,671 56% 2,957 62% 3,816 80%
Correctional Industries -5.9% $9,439 3,035 1,646 54% 1,700 56% 1,821 60% 1,821 60%
Vocational Programming -9.0% $13,738 4,162 1,960 47% 1,960 47% 2,248 54% 2,497 60%
Adult Basic Education -7.0% $10,669 6,243 3,876 62% 3,876 62% 4,370 70% 4,557 73%
Sex Offender Cognitive
Behavior Treatment -7.0% ($3,258) 581 142 24% 198 34% 300 52% 400 69%
Cognitive Behaviorial
Therapy / Mental Health -6.3% $10.299 8324 663 8% 832 0% 5411  65% 6.659 0%
| ACTION PLAN WHO DUE
1 |Increase CD treatment provider treatment time with offenders by transferring administrative duties to Patty Noble-Desy 10/23/2006
Correctional Specialist at SCCC.
2 |Increase CD treatment provider treatment time with offenders by transferring technical duties of Patty Noble-Desy 10/23/2006
educational lectures and running meetings to technical job class being piloted at SCCC.
3 |Complete ongoing research of reasons for CD contractor staff turnover of 18%. Complete a proposal for |Patty Noble-Desy 12/30/2006
replacing some contract staff with staff staff.
4 |Conduct quarterly compliance review with State Board of Community and Technical Colleges, to Michael Paris 1/31/2007
redistribute underutilized program hours to programs and locations of higher demand.
5 |Conduct analysis on family centered connections/programs, and develop a proposal for wrap-around Alice Payne 2/28/2007
services for families preparing for offender releases.

Source: Effects on crime outcomes and the benefits based on the 2006 October Published Report #06-10-1201 by the Washington State Institute for
Public Policy. # of offenders released based on FY 2006 releases, as identified in the Department’s Offender Based Tracking System (OBTS).
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WASHINGTON STATE LIQUOR CONTROL BOARD
Issue Paper
Brief Description of Topic: Three Tier Task Force Recommendations

Date: January 10, 2007
Presented by: Rick Garza, Deputy Administrative Director, LCB

DESCRIPTION OF ISSUE

The Three Tier Task Force, comprised of stakeholders and LCB staff, presented 11
recommendations to the Liquor Control Board members on December 13, 2006. The
LCB will determine how to respond to recommendations and take appropriate action.

BACKGROUND

In March 2006, Governor Gregoire signed Second Substitute Senate Bill (2SSB) 6823.
This bill directed the LCB to convene a broad-based Task Force whose charge was to
conduct a comprehensive review of the current regulatory system controlling the sale
and distribution of beer and wine in Washington State. The Task Force was asked to
recommend what, if any, changes should be made to the current regulatory system.
The Task Force was specifically directed to:

e Review the genesis of the current regulatory system and whether the system in
its current configuration should continue.

e Identify key issues, concerns, and any desired changes by stakeholders about
the current system.

e Identify alternatives or modifications to the current system.

e Research and analyze the impacts and implications of 2SSSB 6823, and other
suggested modifications to the system on distributors, producers, retailers, and
consumers.

e Make recommendations about any proposed changes to the system by December
15, 2006.

The Task Force consisted of 20 diverse stakeholders and a non-voting Chair. Most Task
Force members generally agreed that the current system of regulating the distribution
and sale of beer and wine could benefit from some changes.

The current Three-Tier system and “Tied House” laws were introduced after the repeal
of Prohibition to avoid an imbalance between producers and retailers. Tied House
regulations require the financial separation (or independence) of manufacturers from
retailers. Manufacturers could no longer be “tied” to the retailer (“*house” or tavern)
through ownership or other financial interests or create incentives that could also exert
undue influence on retailers and ultimately, on consumers.

PROCESS
In April 2006, the LCB contracted with Sterling Associates, LLP to manage and facilitate
the Task Force. Sterling also provided independent research, analysis, and support.

1





Individual and group interviews were conducted with over 100 individuals to identify
current system strengths and weaknesses. Eight Task Force meetings were conducted
during May through November 2006. The Task Force agreed on recommended
changes to state policy goals, which were then used as criteria to assess current
regulations and potential changes. The results of the stakeholder interviews were used
to help the Task Force focus on key issues and concerns, and to prioritize the Task
Force’s consideration of alternatives to the current system.

A total of 27 issues were identified and fell into three main categories:
e Sales and distribution.
e Relationship among the tiers.
e Control and enforcement.

The following items were the focus of discussion for Task Force recommendations:
Price posting and hold.

Enforcement resources.

Policy and regulation impact measures.

General money’s worth provisions (including Tied House — Ownership and
Financial Interests).

Ban on quantity discounts.

Mandatory minimum price mark-up.

Mandatory (compelled) use of distributors (focusing on common carrier issues).
Uniform pricing.

Rules governing LCB retailing of beer and wine.

Ban on central warehousing.

Delivered pricing requirements.

Ban on credit to retailers.

Sterling developed issues papers on key topics to generate discussion among the Task
Force. In addition, Sterling conducted independent research, including a 50-state
survey. One of the challenges immediately noted is the diversity between states---no
two states conduct the business the same way. This makes it difficult to take lessons
learned from other states and to review related data for comparison.

The Task Force made 11 recommendations. Three other topics were reviewed and
discussed but no majority vote was reached. Without the majority vote, no
recommendations were made. The three topics were:

e Ban on central warehousing.
e Distributor’s delivery pricing.
e Uniform pricing requirements.

A complete record of the meeting presentations, minutes, research, and appendices are
located on the LCB website http://www.lig.wa.gov/3ttf-site/3ttf intro.html.




http://www.liq.wa.gov/3ttf-site/3ttf_intro.html



RECOMMENDATIONS
The LCB staff offers the following recommendations to the Board members for
determining next steps.

Task Force 1. State Alcohol Policy

Recommendation The Task Force believes that an appropriate alcohol regulatory
system for beer and wine sales and distribution should be
based upon the three policy goals set forth below. In creating
and interpreting such a regulatory system, the Legislature and
the LCB should consider the economic development of
wineries and breweries and related industries, so long as the
LCB and the Legislature also consider any adverse impact of
any proposals on public health, safety, or welfare. The
suggested policy goals are:

e To prevent the misuse of alcohol.

e To promote the efficient collection of taxes.

e To promote the public interest in fostering the
orderly and responsible distribution of malt
beverages and wine towards effective control of
consumption.

LCB Recommended The LCB supports this recommendation.
Next Steps

Task Force 2. Tied House Prohibition against Providing Money or
Recommendation Money’s Worth to Retailers
The Task Force recommends continuing the state’s current
approach of adopting specific exceptions to the prohibition
against providing money’s worth to retailers, and directs the
LCB to work with stakeholders to re-examine exceptions and
develop a comprehensive list of proposed exceptions for
legislative consideration. When developing the list of
recommended exceptions, the LCB should consider:
e Industry business needs.
e Customer benefits.
e Whether it creates an unwanted inducement for
retailers.
e The potential for increased misuse of alcohol.
e Enforcement resources.

LCB Recommended Convene a work group (internal and external) to evaluate the

Next Steps Tied House Statute. Key objectives will be to identify options
and impacts for changing Tied House and to identify
consistent criteria that can be used for “exceptions.”
Recommendations due August 1, 2007.
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Recommendation

LCB Recommended
Next Steps
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Recommendation

LCB Recommended
Next Steps

Task Force
Recommendation
LCB Recommended

Next Steps

Task Force
Recommendation

LCB Recommended
Next Steps

7ask Force
Recommendation

LCB Recommended
Next Steps

. Tied House Ownership and Financial Interests

The Task Force encourages the liberalization of the Tied
House ownership restrictions, and recommends that the
Legislature work with the LCB to arrive at a workable solution.

Assign the work group (internal and external) from
Recommendation 2 to also evaluate the Tied House
Ownership and Financial Interests. Recommendations due
August 1, 2007.

. Price Posting

The Task Force recommends that price posting be eliminated.
Note: Price Hold was not recommended for change at this
time.

Defer taking any action until the Federal Appellate Court rules
on Costco lawsuit in late 2007.

. Mandatory Minimum Mark-Up

The Task Force recommends elimination of the mandatory
minimum mark-up requirement.

Defer taking any action until the Federal Appellate Court rules
on Costco lawsuit in late 2007.

. Volume Discounts

The Task Force recommends that volume discounts be
allowed, with the same volume pricing available to all
customers. For example, if a distributor offers price breaks at
10, 100, and 500 units, those price breaks are offered to all
customers.

Defer taking any action until the Federal Appellate Court rules
on Costco lawsuit in late 2007.

. Use of Common Carriers

The Task Force recommends that manufacturers and
distributors be allowed to ship their product to retailers using
common carriers and consider establishing a licensing
requirement for all common carriers delivering alcoholic
beverages regardless of origination.

Convene an internal work group to investigate impacts of
allowing manufacturers and distributors to use common
carriers. Preliminary recommendations due April 2007.





7ask Force
Recommendation

LCB Recommended
Next Steps

7Task Force
Recommendation

LCB Recommended
Next Steps

Task Force
Recommendation

LCB Recommended
Next Steps

Task Force
Recommendation

8. Credit

The Task Force recommends the state allow the option for
manufacturers and distributors to offer credit to retailers with
specific terms including a 30-day limit, reporting requirements
and penalties for default (temporary license suspension and/or
cash penalty).

Defer taking any action until the Federal Appellate Court rules
on Costco lawsuit in late 2007.

. Enforcement Resources

The Task Force recommends that the LCB be supported by
adequate enforcement resources and that those resources
grow in consideration of population increases and increases in
liquor licenses.

Review current staffing level and determine if additional staff
is needed. Staffing review is expected to be complete by
August 2007. A budget proposal should be developed for the
2008 Legislative session to request additional enforcement
resources as appropriate.

General Impact Measures
The Legislature is encouraged to provide funding to the LCB to
develop research and analysis capability, and work
collaboratively with stakeholders and other agencies and
organizations to collect independent data, and to use/analyze
existing data.

An internal workgroup should be convened to identify general
Impact measures to allow the LCB to collect data to effectively
show how policy/rule changes affect the industry, consumers,
the state, and society. Recommendations due early 2007.

Measuring Impacts of 2SSB 6823
The Task Force recommends the LCB identify and select key
impact measures that can be monitored and analyzed by the
Fall of 2007, to provide the Legislature with data about the
impacts related to the implementation of 2SSB 6823.

The LCB is encouraged to work with stakeholders and
legislative staff to identify the most pertinent impact
measures. Key impact measures should be tied to the state’s
policy goals and should address the impact to industry,
consumers, the state and society. And, to the extent possible,
consideration should be given to selecting measures for which
baseline data are already available. Basic data should be
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collected and reported; suggestions include:

e The number of endorsements granted to out-of-state
manufacturers and in-state retailers to use the
expanded authority.

e The volume of product sold through out-of-state self-
distribution.

e The size and type of retailers using the authority.

e Tax revenue collections.

LCB Recommended An internal workgroup should be convened to determine data

Next Steps currently being collected and analyzed. Based on those
findings, identify any additional impact measures needed to
allow the LCB to collect data to effectively show how
policy/rule changes affect the industry, consumers, the state,
and society. Recommendations are due by January 31, 2007.

12/14/06 (mim) rev. 1/9/07 1:10 p.m.)
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PROJECT CHARTER

Title
LCB Key Impact Measures

Sponsors

Lorraine Lee, Chairman for Liquor Control Board (LCB)
Rick Garza, Deputy Administrative Director for Liquor Control Board (LCB)

Objective(s)
1. Identify key impact measures to be used by the LCB to evaluate alcohol regulations and
policies in support of agency mission.

2. Discuss how use of these measures and the data may affect the industry, consumers,
the state, and society. Consider how the impact measures address the dynamic
marketplace and changing business models.

3. Define what the measures will describe and how to collect comparative data (from other
states or other sources if possible).
4. Discuss how the data will be collected, reviewed, frequency of collection, data source,

data availability, resources needed, and ultimately where the responsibility for this work
will reside in LCB.

Constraints

e Any recommendations that require additional funding or FTE’s must be
reviewed/approved by the Sponsor.

Agency Goals Supported

e Provide the highest level of public safety by continually assessing, analyzing, improving,
and enforcing laws, regulations, and policies to ensure they are easy to understand,
effective and reflect today’s dynamic environment.

e Maximize financial return to the state and local government by running an efficient
business operation.

e Create a culture that fosters excellent customer service, communication, accountability,
data driven decisions, and business initiated process improvement including the use of
integrated technology.

Timeframe
Meetings begin March 2008. Recommendations due to Sponsor by May 31, 2008.

Team Facilitator

Mona Moberg, Project Manager/Facilitator
Curtis Richardson, co-Facilitator






Core Team

Lorraine Lee, Chairman

Pat Kohler, Administrative Director

Rick Garza, Deputy Administrative Director

Alan Rathbun, Director, Licensing & Regulation Division
Pat Parmer, Director, Enforcement & Education
Karen McCall, Legislative Policy Analyst

Steve Burnell, Marketing Manager

Randy Simmons, Director, Administrative Services
Justin Pettis, Retail Division

Jennifer Skoda, Non-Retail Enforcement

Mona Moberg, Project Manager

TBD, LCB Research Analyst

Resources

Meeting facilities

Ruthann Kurose, Board Member

Pam Madson, Rules Coordinator

Judy Layne, Supervisor, Beer/Wine Tax Division

Jon Redal, Director, Retail Services

Frank Chaloupka, Illinois University

Amy Tsai, CTED

Carol Owens, Coordinator, Governor’s Council on Substance Abuse
Anthony Anton, WRA

Steve Lynn, Wine Specialty Shop Retailer

NABCA

Linda Becker/ Rico Catalano, DASA (including DASA Research Group)
WSU (John Tarnai)

City of Seattle (Liquor Stat System)

Western WA University

University of WA

LCB Information Technology Services

Other Research Experts

Meeting Duration and Frequency

Meetings will be scheduled from 9:00 — 12:00 at the Olympia LCB office.
Meetings to be held at least monthly (estimated 3 - 5 meetings).

Performance Measures

Identify impact measures by May 31, 2008.

Determine how to collect and evaluate data from impact measures by May 31, 2008.
Communicate proposed key impact measures at a public meeting and solicit comments
after May 31, 2008.

Decision packages created to secure any needed resources to support key impact
measures by May 31, 2008.






DRAFT Possible Measures (offered by Prevention Community, BAC, Board, and STOP

Act)

Per capita consumption (compare to prevention activities)

DUI's

Outlet locations (number)

Compliance rates

Underage drinking levels (from Healthy Youth Survey data)

Criminal activities (violent incidents by retail location, number of people who
provide alcohol to minors that are prosecuted, deaths, etc.)

Advertising and marketing impacts

Amount of money invested by state, per youth capita, on prevention of underage
drinking

Alcohol server training (number completed)

Degree of strictness of penalties for all alcohol violations

Beer/Wine prices

Acceptance of LCB practices and regulations

4/3/07 (mim) (rev. 4/23/08) rev. 7/17/08






