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DLLC Mission Statement

To vigilantly promote the health, safety and welfare of Arizona citizens by
licensing the liquor industry and assuring compliance with state liquor laws
through collaboration, training, adjudication, and enforcement.

DLLC Vision Statement

We continuously improve processes that teach and enforce Arizona’s liquor
laws and license liquor establishments statewide. Quality remains our number
one, non-negotiable priority. For everything we do, we recognize there is a
better way...our challenge is to Ind and implement improvements that
maximize positive outcomes.
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Director's Messag

Few industries are as heavily regulated as the
liquor industry, and few industries consistently
generate an abundant revenue stream to the
private and public sectors. U.S. revenues col-
lected by spirits-makers were $18.2 billion in
2007. In Arizona, approximately 65 million dol-
lars in Luxury Taxes were colleted in FY "08 (July
1, 2007 - June 30, 2008) exclusively from the salg
of liquor.

The Arizona Department of Liquor Licenses and
Control (DLLC) is a law enforcement and licens-
ing agency, one of a few signi®gant revenue-
generating governmental agencies in the state.
At year end FY 2008, our department oversaw
11,498 liquor licenses. During the course of

the ®scal year, 13,260 liquor license transac-
tions were processed by our Licensing Division.
Liguor license fees and ®nes generated 13.2 mil-
lion dollars in FY 2008 state revenue.

Eliminating the sale, service, and consumption
of liquor involving underage persons remains
the top priority of DLLC's Investigations Di-
vision. Since the inception of on-going law
enforcement operations that target underage
drinking violations, our investigators have
prevented or terminated 3,310 incidents of
underage drinking. The FY 2008 average of 450
monthly routine liquor inspections increased
DLLC's actionable completed cases involving an
underage to 855 and all (licensee) and criminal
(age 21 or older) liquor-related cases to 3,520.

Title 4 (Arizona liquor law) Rules are supposed to be easy-to-follow guidelines that
help people obey Arizona's liquor laws. In early FY 2008 DLLC began to give the 38
year old Title 4 Rules a sorely needed update. DLLC leadership sought industry and
community perspective for the rule writing process and took the innovative ap-
proach of tapping into the expertise and experience of local law enforcement, par-
ents, bar owners, liquor distributors, neighborhood associations, liquor law trainers,
and attorneys from around the state + just to name a few. Six statewide forums
were conducated where participants presented suggestions to improve Arizona
liquor laws. With the input we received, the Newly Proposed Title 4 Rules will truly
be easy-to-follow, relevant guidelines that support Arizona liquor laws.

Two signi®cant service improvements were borne out of rewriting the Rules; better
statewide liquor law training requirements, and streamlined liquor license applica-
tion and annual renewal forms. Authorized, independent liquor law trainers who
oeer mandatory Title 4 training courses for licensees and their stae will soon see
changes in the required curriculum, testing, and certi®cation they oeer. Licensees,
managers, and stas who serve and sell liquor will see new web-based training and
recerti®cation options.

There is no doubt that Arizona will be a

safer, healthier place to live because of these
much-needed improvements. Together, DLLC
and our constituencies, have accomplished
much during Fiscal Year 2008.
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Department of Liquor Licenses and Control Organizational Chart
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Administration
Division
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Human Resources Unit .............
Budget & Finance Unit..............
Compliance Unit...............oo.

Management Services...............

Audit Unit.....oooooveiii 3

Communications &
Special Projects..........cccoeeeeee

Liquor Board Administrator/

Policy Analyst............cccceiins 1

Contractual .........cccovveveevinnennn. 1

Full Time Equivalent Positions (FTES)

Licensing
Division Division
Total FTEs = 15

Investigations

Total FTEs = 19

I"#3$ %

%







Full Time Equivalent (FTE) Positions
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1999, 209:1
2000......iiiieenn. 212:1
2001 220:1
2002.......ccvviiiiinne 221:1
2003.....ccoiiiii 258:1
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2005, 240:1
2006.....ccccceiieeennn. 244:1
2007....cccevviiiiinnnnne 234:1
2008......cccceiiieenn. 245:1
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Administrative Division

The Administrative Division is responsible for four DLLC units; Human Resources, Compliance, Audit, and Budget and
Finance.

The Human Resources Unit manages the proper entrance and exit process for employees, participates in the creation,
maintenance and distribution of departmental policies and procedures, as well as facilitate DLLC’s on-going employee training cur-
riculum.

The Compliance Unit governs the dispute-resolution process. The mandate of the Compliance Oflcer is to arbitrate cases and at-
tempt a fair resolution and to Ind alternatives to the more costly and time-consuming formal hearing process when appropriate.

The Audit Unit audits liquor licensed establishments that are hotel/motels with restaurants (series 11) as well as restaurants (series
12), to ensure they maintain the 40:60 food-to liquor sales ratio required by Title 4.

The Budget and Finance Unit tracks the use of funding allocated to the department, tracks the source of collected revenues, and
deposits those revenues into the state’s General Fund.

Budget and Finance Unit

FY 2008 Collected Fees and Charges By Source

Fair Market Value Lottery LiqUOr LICENSES ........ccovviiivieiiiiiiiiiiieea e e e e e eeeeeeeeeennnens 6,954,293
APPIICALIONS. ...t 196,425
[T RS YS TSTC T T 4,115,397
(O LU o] ] = | (TR 77,000
AGENT CNANGE. ...ttt e e e e e e e e e e e e 41,150
T TS 585,150
SPECIAI EVENL.. .. 45,775
O[] o 49,600
PENAILIES ..o e 113,850
COPY FEES ..t 7,916
NON-USE SUICNAIGE ... .coc i e e e e e e e e e e e eeeeenenees 218,100
0 Lo [ A o =T o SRR 162,150
Enforcement K SUICharge .........oooo v 383,565
Enforcement L SUICharge ........oooooe i 337,470
[V IS oT=] ] F=T g T<To T 70
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Budget to Revenue Comparison
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Compliance Unit

The Compliance Unit governs the dispute-resolution process. The compliance oflcer arbitrates cases to reach a fair resolution,
and identiles alternatives, when appropriate, to bypass a hearing which is often a costly and time-consuming option.

After a DLLC Investigation Report or police report alleging a violation is !led, the Compliance Unit determines the level of depart-
ment action warranted. Actions consist of verbal or written warnings, consent agreements, or referral to a full administrative
hearing.

Consent agreements may be offered for some violations. In these cases, the licensee is notiled to contact the department to
informally discuss the case with a compliance oflcer. Signing a consent agreement usually obligates the licensee to remedy the
situation, pay a Ine, and/or agree to a suspension for a speciled period of time. A Consent Agreement can be as broad as re-

quiring liquor law training, surrendering of the license, or for the licensee to contract professional security personnel to bring their
establishment into compliance.

Administrative citations are prepared for the more severe violations and for those licensees who have refused the consent

agreement option. When citations are complete, they are forwarded to the Oflce of Administrative Hearings (OAH) for a formal
hearing process.

The Attorney General’s Oflce provides legal counsel for DLLC. The attorney may participate in the determination of a compliance
action and assist in the preparation of cases with outcomes to be determined during an OAH or a Liquor Board Hearing.

FY 2008 Compliance Fines and Violation Statistics

SNV 0 o7 10 £ 10
STUE] 011 0157 o] o TP PPPPPPPPPPPPPP 14
S UL =110 =T T 15
LAV TY (100 [ (=T 4
Administrative COMPIAINTS ......oooiiiiiiiiiiii e 49
AdMINISIIAtiVE VIOIATIONS ....eeiieeeiieei et e e e e e eaaas 543
DECISIONS & OFUEIS ...eeiiiieiei ettt e e e e e e et e e e e e et e s st e e eaeaeneees 32
CASES RECEIVE. ... .ceeiee et e et e e e e e et e e e e e eaa s 623
CasSES COMPIETEA ...t 488
Cases in Progress at Year ENG..........oooiiiiiiiiiiiiiiii et a7
Warning LETErS ISSUBM ........ooviiiiiiiiiii ettt 41
CaSES SENETO O AH. e e e e e e e e e e eaees 66
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Audit Unit

The Audit Unit audits liquor licensed establishments including hotel/motel with restaurant (series 11) and restaurant (series 12)
to ensure they maintain a 40:60 food-to-liquor sales ratio required by Title 4. At year end FY 2008, active restaurant-type li-
censes statewide accounted for three thousand two hundred thirty-eight (3,238) of the eleven thousand four hundred ninety-eight
(11,498) active liquor licenses statewide.

To keep up with the increasing number of liquor licenses that require auditing, the Audit Unit was restructured during FY 2008. As
a result, an audit eflciency increase of 272 percent (272%) compared to the combined average performance of the previous lve
(5) years. By relning audit procedures and increasing in DLLC’s presence in the liquor licensed community (by requiring the com-
pletion of a Financial Review Form by restaurant-type licensees), the number of cases open for audit at year end FY 2008 are as
follows:

Number of Cases Open For Audit Year End FY 2008

AUGIES TN PrOQIESS .. ittt e e e et e e e e et e e e e eaaaa s 21
Open Cases W/Projected Ratio Of >37%0.........uuoieiiiiiiiiiiiecciee e 5
Open Cases w/Projected Ratio Between 30 - 37%........ccoeveeviiiiiiiiieeieiiiiee e 15
Open Cases W/Projected Ratio 0f < 3090 .......cuuviiiiiiiiiiiiieiceiiie e 1
Locations Granted 1 Year to Continue Operation .............ccceeeevviiiiiiiieeeeiiiineeeeeeeiinnn 1
Locations Being MONITOIEd.........ccoiiiiiiiii et e e eaaens 26

FY 2008 Audit Unit Statistics

Total audits COMPIETEA ......ooviiiii e 61
Total QUAILS PASSEA  ..oeiiciiiiii e 21
Total audits failed ... 26
Total audits inconclusive/audit not performed ..., 14
Audits that reveal additional Title 4 violatioNS ...............uuviiiiiiiiiin 0

Audit Unit Economic Impact

Fees collected from issuing series 11 and 12 license extension (AKA “Grill Bill") ............ $30,000
Fines assessed as a result Of an AQUAIT. ........ovenienieie e $36,500
Revenue COlleCteA frOM INES ... $32,000
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Licensing Division

Licensing Division responsiblities include the processing of new license applications, permits, renewals, and keeping informa-
tion up-to-date and accurate on active licenses. There were eleven thousand four hundred ninety-eight (11,498) active liquor
licenses at year end FY 2008, a !ve percent (5%) increase from FY 2007.

In FY 2008, two thousand one hundred twenty-four (2,124) new licenses were issued, one thousand three hundred sixty-two
(1,362) special event permits issued. Due to improved eflciency in the time taken to process applications, the amount appli-
cations in “pending” status was reduced by two hundred twenty-four percent (-224%) from FY 2007.

In FY 2008 eleven thousand one hundred thirty-six (11,136) licenses were renewed and six hundred forty-three (643) interim
permits were issued.

DLLC'’s Information Technology (IT) and Records Unit provide support for the Licensing Division. This support includes con-
tinuous on-line access of up-to-the-minute license status for industry stakeholders. Documentation for each license is stored
on the department’s Licensing Control System (LCS), a database developed for the department in the 1990s. Data for public
and departmental access on the DLLC website, for departmental reports, and public records requests are stored on LCS. LCS
is updated by the licensing, compliance, and investigative staff and maintained by IT.

To improve our ability to maintain the thirty-!ve percent (35%) increase in licenses since 1990, DLLC will begin implementa-
tion of a new Electronic Licensing Information System (ELIS) in 2009. ELIS, part of the Governor’s statewide e-licensing initia-
tive, is a world-class e-licensing solution. In conjunction with the Registrar of Contractors (ROC) and Government Information
Technology Agency (GITA), ELIS will drive consistent and eflcient licensing operations shared by multiple licensing agencies
and boards in Arizona.

FY 2008 Licensing Division Statistics

FY 2008 FY 2007 % Change
New Liquor Licenses ISsued .........cccceeeeeveeeeeennnnnnee. 2,124 .. 1,846 .......... + 15
Special Event Permits Issued..........ccceevvvvvvvennnnnnn. 1,362 i 1,340 .......... + 2
Applications IN ProCess............coooeeeeiiiiivvininnnnee. 869 .. 1,947 .......... - 224
Liquor Licenses Renewed...........ccccceeeiiiieeeeeennnnnee, 11,136 10,355........... + 7
Interim Permits ISSUed.........cocoevvviveivieieieeeieeenn, 643, 735........... - 13
Current Active Liquor LICENSES........cceveeeiieeeeeeeeneee. 11,498 10,997........... + 5
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Licensing Division
FY 2008

July 1, 2007 - June 30, 2008
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Investigations Division

It is the responsibility of the Investigations Division to ensure that all licensees statewide adhere to A.R.S. Title 4 (Arizona
liquor laws) and all Rules established by the DLLC.
The primary functions of the Investigations Division are to:

1. train other law enforcement agencies statewide on the application of Title 4, with emphasis on the Administrative
Law Process;

2. educate students about legal, physical, and emotional outcomes that have occured when alcohol is consumed by
persons under the age of 21 (AKA “underage”) ;

3. educate community members regarding the legal responsibilities of licensed establishments and train those members
to work with law enforcment agencies to ensure liquor establishments do not negatively impact their neighborhoods,

4. enforce Title 4 criminal laws to ensure compliance with statutes;

5. conduct routine liquor-licensed establishment inspections to ensure they comply with the criminal and administrative
requirements of Title 4, and apply the appropriate action when violations are observed;

6. investigate complaints regarding liquor-licensed establishments received from community members and local law
enforcement personnel;

7. conduct background investigations on liquor license applicants to determine if Title 4 qualilcations to possess a liquor
license are met;

8. review police reports submitted by local law enforcement agencies to determine if Title 4 volations exist and, when
action is appropriate, submit reports to DLLC’s Compliance Unit;

9. conduct Covert Underage Buyer (CUB) detail to determine if the licensed establishment is in compliance with Title 4
provisions regarding the sale and service of liquor only to persons over the age of 21;

10. research and resond to inquiries regarding Title 4 provisions for the branding, sales, and distribution of liquor
throughout Arizona; and

11. develop and implement enforcement plans for large scale, public “special events” where the sale and service of
liquor is provided and an attendance of 100,000+ people is anticipated.
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Investigations Division
FY 2008

July 1, 2007 - June 30, 2008
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