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James McLeod, Chair
PO Box 279

Biscoe, NC 27209

Chairman McLeod,

On the following pages, you will find the performance audit report conducted by the
staff of the ABC Commission reviewing the operations of the Montgomery ABC
Board. The report consists of an overview of the objectives & background summary,
financial analysis and findings, and a summary of actions recommended based upon
your board's performance and related findings. Additional considerations are listed
as well to provide further guidance and enhance awareness to promote ABC board
success.

Please reach out if you have any questions or require assistance in implementing any
of the statute requirements, Commission rules, or other recommendations included in
the report. On behalf of the North Carolina ABC Commission, I thank you and your
staff for your assistance and cooperation in conducting this periodic review. We
appreciate the continued efforts by your board to comply with the performance
standards, as well as the board’s commitment to increase profitability and reduce
expenses.

If we can be of assistance in the future, please do not hesitate to reach out to the
Commission staff.
Respectfully,

—Z';/E::;

Terrance Merriweather
Deputy Commissioner

cc: North Carolina Association of ABC Boards



OBJECTIVE, PURPOSE & BACKGROUND INFORMATION

In addition to regular and special financial audits, G.S. 18B-705(a) authorizes the NC
ABC Commission to conduct performance audits of all local ABC boards in the state.
Performance audits are examinations of existing operating policies, practices, controls,
and activities to determine those areas in which there may be a need for improvement.

The audits are designed to ensure that all local ABC Boards comply with established
performance standards pursuant to G.S. 18B-203(a)(20). The audit’s scope addresses
compliance with ABC laws and rules, store appearance, operating efficiency,
solvency, and customer service.

To achieve the objectives of the audit, auditors:

Review applicable General Statues, ABC Commission Rules, and
Administrative Policies

Review applicable reports and studies of ABC Boards with similar size and
geography

Verity compliance with Commission and Board policies

Verify results of previous performance audit recommendations

Review ABC Board annual independent financial audits

Review ABC Board reporting and documentation reports

Visit the store(s)

Interview key ABC Board personnel




Montgomery County formed from Anson County in 1779 and was named after General Richard Montgomery.
The US Census Bureau stated that the population in 2009 was 27,745. Although Montgomery County is
an area with many historical towns, the most well-known towns are Biscoe, Candor, Mt. Gilead, Troy, and
Star.

Chapter 145 of the 1969 Session Law authorized the towns of Montgomery County to hold an
election upon receipt of a petition signed by fifteen percent of registered voters. The referendums

were held on May 6, 1969. Votes for ABC stores passed in Biscoe 211 to 143 and in Mount Gilead
186 to 173. The first ABC store opened in 1969 in Mount Gilead. A mixed beverage election was
held in Biscoe March 2004 and in Mt. Gilead April 2005. Both passed with 65% of the vote.

On May 6, 2008 a county-wide election was held with the majority of voters approving both the
operation of ABC stores and mixed beverage sales. Subsequently, a merger agreement was signed

between Montgomery County and Montgomery Municipal ABC Board. The ABC Board has six (6)
appointed members, one each from Biscoe, Candor, Mount Gilead, Star, Troy, and Montgomery
County. The ABC board has retail sites in Biscoe and Mount Gilead.

The general manager serves as the budget officer and is responsible for the efficient operation of

both Montgomery ABC retail stores and personnel. The finance officer provides the general
manager/budget officer and the board with fiscal management, administrative support, and assists

with the day-to-day operations of the Montgomery ABC system. The Mount Gilead store has a store
manager responsible for both overseeing and performing general management duties associated
with the ABC retail store. The duties include retail sales, inventory control, record keeping,
scheduling and supervising the store’s clerks and assistant clerks under the guidance of the general
manager. Overall, the board employs four (4) full-time personnel and six (6) part-time personnel as of
September 2021.

The Montgomery ABC Board had its last audit in 2011. This performance audit serves as a continuous way to
provide local boards with information and best practices that target areas for improvement.




OPERATIONAL OBSERVATIONS, FINDINGS,
REQUIRED ACTIONS, & RECOMMENDATIONS

On Tuesday, August 31, 2021, ABC Board Auditor Quinn Woolard, visited the Montgomery ABC Board
and interviewed Phillip Richardson, General Manager and Lisa Wilson, Finance Officer. Below is a
financial analysis followed by operation observations, findings, and recommendations related to the
performance audit.

FINANCIAL ANALYSIS

PROFIT PERCENTAGE TO SALES & OPERATING COST RATIO

In fiscal year (FY) 2020-2021, the Montgomery Board had a profit percentage to sales
0f 7.94%. The NC ABC Commission profit to sales standards for ABC Boards with
gross sales more than $2M is 6.5%. The Montgomery ABC Board’s gross sales totaled
$2,515,263, which was an 19.6% increase over FY 2019-2020.

The operating cost ratio for the Montgomery ABC Board was .67 in FY 2020-2021.
The NC ABC Commission standard for ABC Boards with 1 or 2 stores and mixed
beverage sales is .73 or less.

Thus, the Montgomery ABC Board successfully met both the profitability and the
operating cost standards set by the NC ABC Commission. Below is a chart showing
gross profit on sales and income from operations for the previous two years.

FY 2020-2021 FY 2019-2020

Gross Profit on Sales $628,591 $498,881

Income from Operations $199,746 $86,187

Factors affecting profitability and cost include:

» Surrounding municipalities with other ABC Boards operating stores within a twenty
(20) mile range include: One store operated by the Albemarle ABC Board in Stanly
County, one store operated by the Norwood ABC Board in Stanly County, and one
store operated by the Wadesboro ABC Board in Anson County

» The ABC Board owns both store locations, and currently has no long-term debt.































16



AUDIT REMINDERS:

2/ Remove faded posters and replace with new ones.

© Our fetal alcohol, NC DOL and OHSA posters were new at the time of the audit.
We have printed new Talk It Out posters for display at both stores as they were
beginning to fade.

ADDITIONAL AUDIT CONSIDERATIONS:

2/ Reaffirm Code of Ethics

© Code of Ethics reaffirmed September 15, 2021 (copy attached).

2 Complete Certificate of Accountability

@ Certificate of Accountability approved September 15, 2021 (copy attached).

2, Distributions

© The Board’s distributions are governed by our Enabling Act S.L. 1969 — 145 all
profits are distributed annually.

PAGE 3
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ADDITIONAL AUDIT CONSIDERATIONS: (CONTINUED)

2, Unsaleable Merchandise NCAC Rule 15A4. 1701

© Montgomery’s unsaleable merchandise is minimal and reports are submitted
quarterly.

2, Empty Shelf Sections

= The pandemic has cause supply chain problems resulting in out of stock items.
We prefer not to overstock available items to fill in space. We have this space
reserved for the out of stock products we have on order and hope to receive soon.
We will also be receiving the holiday stock to help fill in the empty space.

2, Cross Train

© Staff are crossed trained to the fullest extent possible. We also contract with
Carolina Data Systems to provide support. Carolina Data Staff can access our
system remotely to assist when needed.

PAGE 4
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2, Training Opportunities

© The Board plans to continue hosting RASP classes when it is safe to do so again.
This year Staff has attended the NC ABC Commission Budget Webinars, LB&B’s
Encompass Webinar and Talk It Out’s virtual conferences (Certificates of
Completion are attached) totaling over 15 hours of training.

2 Work from Home Policy

The Staff has discussed and considered how an emergency situation would
impact administrative operations. The primary concern with working from home is
how to protect the sensitive financial data of the Board and customers. The Board’s
system is protected with a bonded, dedicated internet line, firewalls, software and
protocols. The same level of security could not be guaranteed in work from home
scenarios.

At this time, we plan to rely on our cross trained staff, the Carolina Data Staff,
accessing the out of work employee by telephone for assistance and if necessary,
delaying administrative tasks rather than risk a data breach.

PAGE 5

19



CLOSING REMARKS:

The Montgomery ABC Board accepts and is generally pleased with the

results of the performance audit. We believe these audits are important

and help insure we are meeting or exceeding the performance standards.
The NC ABC Commission Staff is always welcome to visit our stores.

James H. McLeod, Chairman
Montgomery ABC Board

ATTACHMENTS:

FY 2021 Year End Budget Revisions
Reaffirmed Ethics Policy

Certificate of Accountability

Tasting Procedures

Personnel Policies Additions

Emails Confirming Policy Submission
Training Certificates
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