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" Components of LDB Price -
Product Cost

& Warehousing
and Distribution

Discounts and
Commissions

# GLS Retailing Costs

# GLS Wholesaling
Costs

# Net Income

Net income = $890M (31.6%)

2010111 - _

“Components of LDB's Warehousing
and Distribution Cost (illustrative)

- Proponent's
Operating Costs

# Proponent's
Desired ROI
Potential Savings or
Premium

Wat_ehousing_and Distr_ibuti_qh =$32m (1.1% of LDB Price)

2012-03-12
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. CurrentDirection

- * Issue NRFP for the warehousing and
distribution operation, contract signed
by March 2013 -

e Concurrent work on pricing model
: "‘Sell the Vancouver and Kamloops

the asset sale project to achieve

: .dlstribution centre properties as part-Qf =

ha_ghest value to be completed by 14/1.5:5‘-f.'_;_i_'::

2012-03-12

NRFP Pmcess

¥ :-FmaEOI’!erSes iens L

O RarpDetision Poird TBApprovals, Off-Ramp Decision Port

Sehe!e& Prwomu«mﬁ

1
" Hnegatiations fail with P then opbien :
togoto P2—next inkns 1

. [ Debriefings |

Liigend
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e NRFP released by Aprll 30, 2012 =
Proponents initial bids due by July 1 =~

Shortlist proponents by July 15 — can be
announced

- Proponents submit best and fmal offer by
~October 1 - .

_ Negotlate agreement October — February

Approvals received and Agreement sxgned.::.
' 3by_ ear!y March 2013 | |

S

. ®

: 0 Revaew the procurement documentatton so as to
~understand the Negotiated Request For Proposal :
process.

» RMonitor the procurement process for adherence to
the terms of the NRFP, oversight during evaluation
- of submissions and subsequent best and final offer
processes as well as final selection of the Se!ected
_ F’foponent : L :
s Prepare a fairness summary based on observatlons L
L ;mada during delivery of the procurement process B
n addition, an mdependent financial revrew of th
i a! agreement may be conducted. '
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: Labour Reiatsons |
. BCGEU has provided a draft proposal
~ to the province

__f RFP language related to Labour

. Relations will be negotiated between

- province (PSA/RFP Team) and BCGEU
”-through the bargaining table - L

FTE smpact 450 — 500 raﬂge overai!

Be 3‘?:1'_5.'-:5:'

Not Responsive

2012-03-12
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2012-03-06

Vancouver warehquse and LT

distribution centre, including -~ - . $3.263M :
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2012-03-06
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2012-03-06

Not Responsive
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FinanciaL QuTLOOK

ey FORECAST ASSUMPTIONS

Forecast assumptions, based on market trends by product categories and the elimination of the HST, include a sales
increase of 1.2 per cent in fiscal 2012-13, a sales decrease of 1.2 per cent In fiscal 2013/14 and a sales increase of |4
per cent in 2014/15. The sales decrease in fiscal 2013714 is based on the assumpticon that the HST will be replaced by
PST and GST beginning April 2013 and that the LDB will reduce its product mark-up rates at that time to the same
rates in effect prior to HST implementation,

Capital requirements reflect expenditures for updating and improving stores, technology-related projects and ongoing
equipment replacements. '

For fiscal 2010/11, net income was prepared based on current Canadian Generally Accepted Accounting Principles
(GAAP). Net income targets for fiscal years 2011/12 to 2014/}5 were prepared based on current International
Financtal Reporting Standards (IFRS).

Service Plan for Fiscal Years 2012/13 —2014/15 -9
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FinanciaL QuTLOOK

The LDB has two types of operations based on customer type — retail and wholesale. Retail operations includes sales from
BC Liquor Stores (GLS) to retail customers. Wholesale operations include sales from the LDB's Wholesale Customer
Centre, GLSs, and from authorized BC manufacturers and private distributors. The LDB uses an Activity-Based Costing
Analysis to allocate expenses between the two operations and this analysis is updated annually. The segmented information
provided below allocates the Summary Financial Outlook from the previous page into the retail and wholesale operations.

TotalSales
Cost of Sal
Operating Expenses.. -
Other Income =

20 www.bcldb.com
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OBJECTIVES, STRATEGIES & PERFORMANCE MEASURES

" BUSINESS EFFECTIV

I. Maximize the potential efficiencies available through improved distribution operations.
2. Increase the use of current and cost effective technology

FISCAL 2010/ FISCAL2011/12

Perrormance Measure DescripTioN

4,1 BC Liquor Stores sales per square foot — This measure is based on the annual dollar sales of the store system
divided by total store system square footage and is an indicator of how well the LDB converts its store floor space into
sates, Wholesale Customer Centre sales are excluded. The targets reflect the LDB's efforts to increase the productive use

of its store space.

4.2 Distribution Centre labour cost per case shipped — This productivity measure is calculated by dividing total
Distribution Centre labour expenses by total case shipments. The targets reflect the LDB’s efforts to maintain productivity
by keeping the [abour cost per case constant.

4,1 Distribution Centre line fill rate -- This is a measure of the completeness of orders filled by LDB Distribution
Centres and is calculated by dividing the number of ordered items that are filled completely by the total number of items
ordered. The calculation excludes products that are not stocked by LDB Distribution Centres. The LDB believes that the
target of 93 per cent is the appropriate balance between the effective management of inventory and the minimization of

product stock-outs,

Service Plan for Fiscal Years 2012/13 - 2014/15 1%
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INDUSTRY OVERVIEW
Genpra!

IWIS;;:}E:U}E}:EE fnicd?uibuiio? of ;]Cgomnc beverages in Camada Is regulated by both federal and provincial
leg R mporiation of Intoxicating Liquors Act (Canada), the fedesral y i

importation of alcohofic beverages into any province except under the f5ic ihied by the provincint somn
: : ; : rovisions established by the incial ag

vested with the right 1o sell aleoholic beverages in th : inee retemon t sn 3 )
2 relevant provinee (each such agency is referred “i

. ! ! to as & “liquo

:](g]fo];é ﬁj‘h p;ovmce has createq a liquor board that has a monopely on the supply and wholesale distribuu‘u?l 0;

verages within provincial borders, In all provinces except Alberta, the majority of alcoholic beverages are

seld through govemment owned and opeeated liquor stores. Ta varylng degrees, most provinces permit limited sales of

(a;::zg;:) l;c:;’:er?g;s.l [;rimag‘ly beer and swine, through privately owned and operated retail outlets such as on-site
» otel verdors permitted to sell akohalic beverages for off. i y
§ ! T : -premise consumption, retaii
operated by major breweries and, in Queber, licensed grocery anc? convenience stores. ’ rell bees sores
sym;l}:ol:r;i:;;ﬁ ?f Aiﬁe;n [ilsllhe only province in Canada, however, that has a fully privatized retail distribotion
In which all liguor stores are privately owned and operated and f ‘
alcoholic beverages including wine, coolers, snir e of Biiteh Columbgn. e oo of
c £ g 3 , spirits and beer. The Province of British Celumbi i
: C 5 4 has 2 !
Peivatized retall Xiquor industry, with both government and privately owned and operated retail Hquor stores, patal

The British Columbia Liquor Environment

The smporiation, distiibution and retailing of liquor in British Colurnbia is ragulated by the British Columbia
Liquor Distdbution Branch (“BCLDB'). The retail liguor industry in British Celumbia curmently includes
209 government-owned and operated BCLDB stores, approximately 580 privately owned and operated licensee refail
stores (“ERS™} and a number of other Hquor retallers. incleding rural agency stores. menufacturer stores, Independent
wine stores and daty-free shops. '

Until 2002, only existing teense halders for certain other “primary™ Tiquor establishments (such as bars, cabarets,
pubs or hotels) could hold a Heense to operate an LRS. An LRS had to be physically connected to the primary
establishment, could enly sell beer and wine and the holdev of the license for the primary establishment was limited to
one LRS license per primary establishment. Beginning in 2002, a number of regulatory injtlatives were undertaken that
included allowing LRSs fo sell spirts and 1o be Iocated anywhere within the same municipality as the primary
establishment or up to five kilometres from the primary establishment if located in a different municipality (subject fo
municipal zoning and bylaw regulations). In addition, the restictions on LRS Hcenses were relaxed, allowing any
liquor license holder to apply for an LRS license. As a result of these initlatives, the BCLDB received over
500 applicaiions for LRS Heenses in 2002 before a moratorium on new Beenses was imposed in Novamber of that year.

In May 2004, the British Colurabia governmest announced that it woukd not be considering any sigaificant policy
changes or accepting new LRS applications for a perod of four years. In order ta allow for a settling down period to
implement the changes announced ir 2002, As a result, anyone now wishing to enter the Hquor retail industry or to
opéa a neéw store in British Columbia must either enter into a third party operator agreement with a holder of an
existing LRS license or purchase a primary liquor establishment and the associated LRS license, In addition, in
November 2003, the government increased the whelesale discount for LRSs from [0% to 12% and announced that it
would be reviewing wholesale pricing and ordering policies, with the objective of Improving services to private
retailers while ensuring government revenues are maintained. In April 2005, the wholesale discount for LRSs was
Inereased 1o 13%. '

Since 2001, the total number of liquor steres in the province has grown from 774 to 1,200, with BCLDE stores
decreasing from 222 as of March 31, 2001 to 209 in January 2006, and private sector ritafl outlets increasing from 552
10 991 durng the same period, Because it is continuing to process LRS applications received prior to the moratorium,
the government has estimated that the number of liquor store oatlets in the province could increase to as many as 1.350
once all of these applications are processed.

British Columbia Liguor Stores
tyear ended March 3119

1,400 1

1,200

1,000

600 -

409

200

2001 2002 03 2004 2005 2006

BBCLDB stores DPrvaie Secter outlets I

Jource: BCLDEB

(1) Except for 2006 twiich s current as of January),
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British Columbia Liquor Stores per 100,080 Residents (18 years and over)”
’ . (year ended March 1),

40

2001 2002 2003 2004 2005
Source: BCLDB
{I} Population statistics from Statistics Canada, as of July 1.

From 2004 to 2005, otal wholesale liquor sales in British Columbia by dollar amount have increased by 25.0%, a
compound annual growth rate of 5.7%, compared to an increase in the Consumer Price Index in British Columbia over
the same period of 8.4%. a compound annual growth rate of 2.0%. As illusirated in the following charts, fotal wholesale
Hquor sales by volume (hectolitres) have grown by 7.3% over the same period, a compound annual growth rate of
1.8%,

The following charts also show the relative proportion of beer and coolers, wine and spirits wholesale sales in
British Columbia by dollar amount and by volure over the last four years, and demonsfrate the increasing proportion
of sales of higher margin products such as wine. Over the period. wholesale sales by dollar amount of beer and coolers,
wine and spirits have increased at the compound annual growth rate of 5.3%, 7.9% and 4.9%, respectively,

Total British Columhbia Wholesale Sales
(year ended March 31)

(3 millions}
$2,500

$2,000
$1,500
$1,000

$500

2061 2002 2003 2004 2005

[ M Spirits  B'Wine Beer & Coofers—'

Source; BCLDR
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Total British Columbia Wholesale Sales by Volume
{vear ended March 21)

(Hectolitres)
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3,000,000 4
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2,000,000
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0+ 1 i
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B Spirits GWine EBeer & Coolers I

Source: BCLDB

Licensing

The British Columbia Liguor Control and Licensing Branch (**BCLCLB"') enforces the Liguor Control and
Licensing Act (**BCLCLA’"), Under the BCLCLA, the BCLCLB may issue licenses to:

* establishments that sell liquor by the glass for on-premise consumption (such as restaurants, bars, cabarets and
pubs);

* LRSs, for the sale of liquor for off-premise consumption;
+ manufacturers of liquor (such as wineries, breweries and distilleries); and

+ businesses that provide facilities, equipment and ingredients for customers to make their own beer, wine, cider
or ceolers (Ubrews and UVins).

Licenses may only be issued to residents of British Columbia who normatly reside in the province, which includes
4 corporation whose agent or manager is a resident of, and normatly resides in, the provinee,

Although there is a moratorium on new applications for LRSs, applications that were submitted prior to November
2002 are still being processed. As a result, the provincial government has estimated the number of liquor sales outlets
could increase to as many as 1.350 once all of these applications are processed: Any person wishing to enter the Hquor
retail industry in British Columbia who did not apply for an LRS prior to the moratorium must enter into a third party
operator agreement with a holder of an existing LRS Hcense or purchase a primary lquor establishment and associated
LRS license.

Store Operations

The maximum hours of operation for liquor\store:s are betweenr 9:00 a.n. and 1 1:00 p.n, seven days a week (or
less, if indicated on the face of the license), In addition to beer, wine, cider, coolers and spirits, an LRS may'sell liquor-
related itemns such as glasses, bottle openers and corkscrews and, in most cases, other goods such as soft drinks and
other drink mixes, tobaceo, confectionary goods and British Colunibia lottery tickets.

If an LRS is located on the sume property as a primary liguor establishment, such as a bar, cabaret, pub or hotel,
the two establishrnents may share a common lobby but must have full-height walls between them dnd separate
entrances. If an LRS is not on the same property as the primary establishment, it mvay not appear to be part of any other
business in close proximity to it. Customers must enter an LRS from a public thoroughfare such as a street or mall
enfrance and not through any other business. '
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K the LRS and the primary liquor establishment are in the same municipality, LRS owners.may refocate their store
anywhere within the municipality. If the LRS and the primary liquor establishment are in different municipalities, the
LRS may be anywhere witiin five kilometres of the “‘primary™ liquor establishrent, subject to local zoning bylaws
and a minimum distance criterfa of 0.5 kilometres between LRSs.

BCLCLB inspectors regularly conduct inspections of lquor stores. Such inspectors must be given full and
unresteicted access to the lcensed establishment, as well as fo any documents and records associated with such
establishment, '

Advertising and Promotion

Advertising is permitted subject. to restrictions imposed by advertising policy guidelines under the BCLCLA.
Liquor advertising may include the prices and brands of liquor available (including pricing specials) and Heensees may
enter into agreements with iquor manofactusers to promote and featuee their products, Advertisemnents that encourage
intoxication or target minors are prohibited.

Retail Pricing

ERSs may set their own price, subject to the minimum price for 2ach product established by the BCLDB. All
government owned liquor stores, and rural agency stores, charge an identical price for the same product throughout the
provinee.

Supply

The BCLDB, under the authority of the Liguor Distribution Act (British Columbia), is the sole importer of liquor
products into British Columbia and purchases product from suppliers and manufacturers in British Columbia and in
other provinces and countries. Licensed manufactusing sites in British Columbia include 110 wineriés, 38 breweries
and brew pubs, and six distilleries. Overail, the BCLDB buys product from more than 400 domestic and foreign
manufacturers.

LRSs may purchase product from a number of sources. LRSs purchase the majority of their products from the
BCLDRB’s distribution centres located in Vancouver and Kamloops. In addition, an ERS nay purchase product directly
from govermment lguor stores. The practice of “single bottle picks'”, which allows wholesale customers to order
products in quantities less than full cases, is also permitted.

In addition to purchasing product from the BCLDB distribution centres and government liquor stores, LRSs may
purchase domestic beer and wine directly from the ntanufacturer, while imported beer and wine can be purchased
directly from an agent. Tn this case, the warehousing facilities and distribution of the product are owned and operated
by the respective manufacturer or agent.

Wholesale and Delivery Pricing’ System

There is currently ro requirernent that wholesalers must sell product to all public and private retailers at the same
price, although this is currently under review by the government. However, the BCLDB sells substantially all of its
Hguor product to LRSs at a discount of 13% from the wholesale price. From time to time, suppliers decrease the
wholesale prices of certain products pursuant to ETOs.

The BCLDB imposes a mark-up that is added to the supplier’s price quotation o arrive al 4 minimum price for
each product. Delivery charges are built into the BCLDB mark-up.

AHiance of Beverage Licensees of Britisht Columbia

The Alliance of Beverage Licensees of British Columbia represenis 2,300 liquor licensees in British Columbia and
acts as the official point of contact with the provincial govemment. It strives For fairness and advancement on issues
refating to liguor distribution in the province. Its mandate includes the equitable control of licensing, a responsible
beverage industry, encouraging effective social policy and addressing issues that are important to its members. Its
activities include consulting with government, monitoring important industry issues and providing a resource centre for
its members, Bach of the British Columbia-based Vendors, including the Liguor Barn Group, is a member of the
Alliance of Beverage Licensees of British Columbia, and we will be a member following Closing,
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Pages 54 through 65 redacted for the following reasons:
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Chipper, Tammy L FIN:EX

From: Epp, Don FIN:EX

Sent: Tuesday, April 10, 2012 11:00 PM
To: Feulgen, Sabine FIN:EX

Subject: Meeting with AGLC

Hi, Sahine.

{ understand from Bette-Jo Hughes that a meeting has been arranged between Min Coleman and Min Falcon on the
status of the LDB warehouse and distribution initiative for sometime on April 18" . Staff attendees are to be Lori
Wanamaker, Karen Ayers, Kim Henderson, and Bette-Jo, | was somewhat dismayed not to hear Peter Mitburn’s
name mentioned and said so to Bette-Jo. She was of the opinion that, seeing as you and Peter attended the last
meeting between the two ministers, you both would be included in the meeting on April 18" . However, [ don't see
this in your calendar; you may want to follow up on this with Shelley.

There are a number of policy issues that need to be decided in the near term, probably before the RFP can go out at
the end of April.

1. Does government mandate a single warehouse/distributor of beverage alcohol in the province. The current
position is to maintain the brewers’ distributor system and let the BC wineries handle their own distribution
as well, However, there are a number of agent stocking warehouses that would need to be closed down.

S17, S13

3. Alberta collects all the payments for liquor products from retailers, keeps the mark-up, and pays the
warehouse/distributor and suppliers their due. We currently have a mixed model in BC, where BDL {brewers
distributor limited) and the BC wineries collect for their products and LDB collects for the products they
distribute. Government needs to decide whether it wants to move to the AB model or keep the BC mixed
model.

4. AGLC is very involved in regulating the warehouse/distributor from a number of aspects. The AGLC board
approves the rates charged by their warehouser/distributor (Connect Logistics), and sets a benchmark
return on costs. They manage a rate stabilisation fund for Connect Logistics. This is similar to the functions

S13, 817

This is a brief outline. We can discuss this further when [ get back. Do you think | should provide Peter, or perhaps
Sheila, an update on this.

Don Epp

Executive Director

Treasury Board Staff

Phone: (250) 387-2008
Page 66
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Chipper, Tammy L FIN:EX

From: Epp, Don FIN:EX

Sent: Thursday, March 22, 2012 2:10 PM
To: Bissoondatt, Roger LDB;EX
Subject: LDB Activities

Roger,

LDB’s operations are very integrated. The warehouse project will unwind some of that integration. | would like to
map out the remaining functions of LDB from the perspective of an outsider.

For example, the main activities of LDB’s operations seem to be the following:
1. Retalling —=through the GLS

Regulatory — including audit of the ASP’s and licensees

Agent ~ for imported wines and all spirits

Order processing — from both GLS’s and licensees

Warehousing

Distribution

O U E W

I suppose item 3 needs the most explanation. It is my understanding that LDB sometimes deals directly with
suppliers. From the LRS perspective, they are dealing with LDB as the agent for those suppliers.

Items 4 through & will be part of the RFP. What remains to be seen is if GLS's order directly from the successful W&D
proponent; or if LDB operates a sub-order desk where GLS’s order from LDB central office and LDB central office
orders from the W&D proponent.

S13

Comments?

Don Epp

Executive Director
Treasury Board Staff
Phone: (250} 387-9008
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Chipper, Tammy L FIN:EX

From: Epp, Don FIN:EX

Sent: Thursday, March 15, 2012 9:46 AM

To: Hughes, Bette-Jo LCTZ:EX, Ayers, Karen J MEM:EX
Subject: RE: , S13, S17

It’s not so much what | need, as what we will all need in order to be able to assess whether the prices and mark up
the is derived from Frank’s model will actually result in a revenue neutral scenario. Perhaps we should have a
meeting on cost segmentation with Jill and Roger to sketch out what is needed.

Don

From: Hughes, Bette-Jo LCTZ:EX

Sent: Thursday, March 15, 2012 09:41

To: Epp, Don FIN:EX; Ayers, Karen J SG:EX
Subject: RE: S13, 517

Don — | know that Jill has been pressing Roger to identify more segmented costing. You could check with them to
see if they can provide what you need.

From: Epp, Don FIN:EX

Sent: Thursday, March 15, 2012 9:36 AM

To: Hughes, Bette-Jo LCTZ:EX; Ayers, Karen J SG:EX
Subject: RE; S13, 817

OK. Just an idea.

S13, S17

The compeonents of the GLS price are: 1) wholesale price; and, 2) retail operating costs.
In order to be able to model this, LDB needs to further segment its operating costs.

Don

From: Hughes, Bette-Jo LCTZ:EX

Sent: Thursday, March 15, 2012 09:19

To: Ayers, Karen J SG:EX; Epp, Don FIN:EX
Subject: RE: S13, S17

AGLC has auditors in all of the lquor distributions warehouses,

Page 68
A visit to AGLC would be helpful to gain a better understanding of their model, KPis, etc. We can disciN2oRioqiae
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From: Ayers, Karen J SG:EX

Sent: Thursday, March 15, 2012 9:12 AM

To: Epp, Don FIN:EX; Hughes, Bette-Jo LCTZ:EX
Subject: RE: R S13, S17

S13, S17

Karen

" From: Epp, Don FIN:EX

Sent: Wednesday, March 14, 2012 1:44 PM

To: Ayers, Karen J 5G:EX; Hughes, Bette-Jo LCTZ:EX
Subject: S13, 817

S17

Don Epp

Executive Director
Treasury Board Staff
Phone: {250) 387-9008
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Chipper, Tammy L FIN:EX

From: Bissoondatt, Roger LDB:EX
Sent: Tuesday, March 6, 2012 1:45 PM
To: Epp, Don FIN:EX
Subject: FW: Warshouses - S13, 517
Hi Don, this was discussed with S13, 517

S13, S17

Below is some info Elaine pulled up in reference to this issue,

Roger

Roger M. Bissoondatt,

Chief Financial Officer

BC Liquor Distribution Branch

2625 Rupert Street,

Vancouver, British Columbia, V5M 375
phone - (604) 252-3151, fax - (604) 252-3175
mailto:Roger Bissoondatt@beldb.com
website: www.,beldb.com

From: Low, Elaine LDB:EX

Sent: Thursday, March 01, 2012 8:49 AM
To: Bissoondatt, Roger LDB:EX

Subject: FW: Warehouses

Roger,
Here are the criteria for change in use. Do you want me to attend the conference call?

S13, S17
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S13, S17
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Page 72 redacted for the following reason:



Chipper, Tammy L FIN:EX

From: Hughes, Bette-Jo LCTZ:EX

Sent; Wednesday, February 29, 2012 6.00 PM

To: Colins, Tracev L MCF:EX: Epp, Don FIN:EX: 'featala@deetken.com'; Hughes, Bette-Jo
LCTZ.EX. . 2 o ., Kishimoto, Mike J
LCTZ:EX; Poutney, Richard G LCTZ.EX; Taylor, Matthew JAG.EX; Agerup, Pelle
LCTZEX

Subject: FW: question

From: Ayers, Karen J SG:EX

Sent: Wednesday, February 29, 2012 2:46 PM
To: Hughes, Bette-Jo LCTZIEX

Subject: RE: question

From: Hughes, Bette-Jo LCTZ:EX

Sent: Wednesday, February 29, 2012 2:36 PM
To: Ayers, Karen J SG:EX

Subject: RE: question

That is very helpful, thanks very much Karen.

From: Ayers, Karen J SG:EX

Sent: Wednesday, February 29, 2012 2:28 PM
To: Hughes, Bette-Jo LCTZ:EX

Subject: RE: question

S13

S13, S17

S13
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S13

From: Hughes, Bette-Jo LCTZ:EX

Sent: Wednesday, February 29, 2012 1:25 PM
To: Ayers, Karen J SG:EX

Subject: question

Roger B and Don Epp have S13
S13

S13 They also think this is an LCLB policy.

Can you clarify if this does not to be a limitation in the RFP and rationale? Thanks very much.

Bette-Jo Hughes

ADM, Service BC

Ministry of Labour, Citizens' Services and Open Government
access fo government services made easy
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Chipper, Tammy L FIN:EX

From: Hughes, Bette-Jo LCTZ:EX
Sent: Wednesday, February 29, 2012 4:07 PM
To: Epp. Don FIN:EX: Bissoondatt, Roger LDB:EX
Subject: RE: S13
S13

Let's note this in our comments back on the RFP draft.

From: Epp, Don FIN:EX

Sent: Wednesday, February 29, 2012 3:30 PM

To: Bisscondatt, Roger LDB:EX; Hughes, Bette-Jo LCTZ:EX
Subject: RE: S13

Thanks, Roger.

S13
Don
From: Bissoondatt, Roger LDB:EX
Sent: Wednesday, February 29, 2012 15:21
To: Epp, Don FIN:EX; Hughes, Bette-Jo LCTZ;EX
Subject: RE: S13
S13, S16

ROger

Roger M. Bissoondatt,

Chief Financial Officer

BC Ligquor Distribution Branch

2625 Rupert Street,

Vancouver, British Columbia, V5M 3T3
phone - (604) 252-3151, fax - (604) 252-3175
mailto: Roger. Bissoondatt@bcldb.com

website: www.bcldb.com
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From; Epp, Don FIN:EX

Sent: Wednesday, February 29, 2012 2:29 PM

To: Hughes, Bette-Jo L.CTZ:EX; Bissoondatt, Roger LDB:EX
Subject: RE: S13

S13

Having said that, it's not out of scope. We would take a serious look at any proposal that included

Don Epp

Executive Director
Treasury Board Staff
Phone: (250) 387-9008

From: Hughes, Bette-Jo LCTZ:EX

Sant: Wednesday, February 29, 2012 13:44

To: Epp, Don FIN:EX; Bissoondatt, Roger LDB:EX
Subject: s13

Sorry, | didn’t take good notes on this.

Why did we decide that the province may retain the S13

Bette-Jo Hughas

ADM, Service BC

Ministry of Labour, Citizens' Services and Opan Government
access fo government services made easy

function?

S13
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Chipper, Tammy L FIN:EX

From: Epp, Don FINCEX

Sent: Monday, April 2, 2012 5:23 PM

To: Hughes, Bette-Jo LCTZ:EX; Ayers, Karen J MEM:EX
Subject: LDB cost Allocation

I've gone through the October 2011 cost allocation to wholesale and retail lines of business performed by MNP
consulting. Using their percentages and amounts, I've re-jigged the cost allocation by retail outlet. The distribution
differs slightly from my original table in the March 6 presentation, but not materially. The attachment includes my

working papers on this,

Couple of items arising from the table:
+ LDB’s warehousing and distribution operations are supported by $19.6M in central office costs in addition
to the direct costs of operating the warehouse and wholesale stores.

S13, S17

it will e interesting to see what Frank comes up with on the pricing model.

ldb cost
allocation.xisx

Don Epp

Executive Director
Treasury Board Staff
Phone: (250) 387-9008
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LDB 2010/11 Net Income Total GLS LRS Licensee Other  Price
Net income (Gov't revenue) 890.4 422.5 275.8 181.4 10.7 31.6%
Discounts 201.5 - 152.1 - 49.4 7.1%
Retail stores {net} 232.2 1755 . - 567 - 8.2%
Warehousing/distribution (net) 49.4 191 . 166 - 108 © 2.9 1.8%
Cost of goods sold 1,458.3 559.1 506.0 216.5 176.7 51.7%
Other income {(11.3) {11.3) - - - -0.4%
LDB sales 2,820.5 1,164.9 950.5 465.4 239.7 100.0%
Alocation as per Annual Report 100.0% 41.3%  33.7% 16.5% 8.5%
Wholesale cost to eventual retailer 578.2 798.4 465.4 190.3
Wholesale cost as a percent of revenue 49.6% 84.0%  100.0% 79.4%
16% of sales 451,3 186.4 1521 74.5 38.4
Central admin support of W&D 19.6 6.9 6.1 5.6 1.0
Note:
30% of Other sales are made by BC wineries that manage their own distribution.
LRS and Other W&D costs proportionately allocated according to remaining sales.
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