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CHAI RMAN EVANS: | would like to reconvene
t he Appropriations Commttee hearing, please.

Al so, if the Comm ssioners and the Chairman
woul d i ntroduce thensel ves. But first I want to make
note that the Chairnmen of the Liquor Control Commttee
are here. Representati ve Bob Donatucci is here, who
is the Chairman, and Representative Ron Raynond, who
is the Republican Chairman along with Representative
Donatucci. They are both here at this hearing.

| would |like for the Chairman, you know, the
way we are doing this is we are going right into
guestions. And if you would just introduce some
people with you at your side, and then we're ready for
guesti ons.

MR. STAPLETON: Good afternoon, Chairman.
How are you today?

CHAI RMAN EVANS: Good; very good.

MR. STAPLETON: It's great to be here. [ " m
with my fellow board menbers, Tom Goldsm th and Bob
Marcus, to answer any questions you may have for the
Pennsyl vani a Li quor Control Board.

CHAlI RMAN EVANS: A question | generally | ead
off with is, tell me how you are doing. Are you
maki ng a | ot of money? Talk a little bit about the

Li quor Board.
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MR. STAPLETON: Well, that's a very good
gquesti on.

Chai rman, we are having a very good year. W
are off our projections by about a percentage point
and a half, and we are happy to be at that nunber,
quite frankly.

When we | ook at retail in general, as we
know, the grand majority of our revenues conme from
retail operations, and we see that in the retail
climate at present, that other retailers are off much
more than we are.

In fact, we just checked our nunmbers
yesterday to determ ne how our sales were in
comparison to the other retail markets, and we are 55
percent ahead of the other sales tax revenues
collected by the Commonweal t h.

So we see that there is a softness in the
economy that has affected retail sales and thus
affected the amount of noney generated by the sales
t ax. But we are 55 percent ahead of those nunbers, so
we are actually very happy with that. We al so | ook at
some of our conpetitors on the borders, and we are
very pleased with where we are conpared to them

So, you know, | think that given the fact

that we are in a bit of a slow econony, our revenues
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are strong. W are trending at about a 5, a little
over a 5-percent increase this year. W had hoped to
be in the low 6's, but we do have another five nmonths
to go, and hopefully we will try to turn that around a
little bit.

CHAI RMAN EVANS: Representative Craig Dally.

REPRESENTATI VE DALLY: Thank you, M.

Chai rman, and good norni ng.

MR. STAPLETON: Good norni ng, Representative.

REPRESENTATI VE DALLY: | had the opportunity
over the | ast couple of years to tour the Phil adel phia
ports and see the dramatic changes that are being made
down there, and | nust say, without sounding too
gratuitous, in large part due to the efforts of
Representative Bill Keller, and in that |ight,
obviously it is important, for that econom c engine to
deliver results to Phil adel phia, that the port be
used.

MR. STAPLETON: Yes.

REPRESENTATI VE DALLY: And nmy question is,
what are you doing as far as the agency is concerned
to encourage nore shipments into Pennsylvania ports?

MR. STAPLETON: We had entered into a
consol idation contract in the last, | guess, year and

a half now, Representative?
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REPRESENTATI VE KELLER: Yes.

MR. STAPLETON: ---with Georgio Gori, a |large
consolidator out of Italy, to ensure that they would
be able to bring more product into the Port of
Phi | adel phia, not just for our own purposes, because,
quite frankly, we are a small percentage of what the
total imports to the East Coast of the U S. are.

But we asked themto try to entice suppliers,
in Europe in particular, to use the Port of
Phi | adel phia, and we have had some successes there.
The main hang-up was the availability and frequency of
shi pment |ines into the Port of Phil adel phia. They
have done a nice job of attracting some additional
shi ppers.

And we most recently had a discussion with
John Estey of the Phil adel phia port about some of the
pl ans they have to expand their operations there,
whi ch woul d have a tremendous i nmpact on us. I f they
were able to do some of the things that they are
attenpting to do, we feel very strongly that we woul d
be able to entice even nmore suppliers from Europe,
Australia, South Africa, South America, to use the
Phi | adel phi a ports.

Havi ng said that, we bring in about 800 to a

t housand containers a year. It is not a huge amount,
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but anything we can do to try to help the Port of
Phi | adel phia we are trying to do.

And in addition to that, there are additional
shi pments that go to the Port of Eddystone, which is
right down river of Pennsylvania PLCB products.

REPRESENTATI VE DALLY: Thank you very nuch.

Thank you, M. Chairman.

CHAI RMAN EVANS: ' m going to ask the
Chai rmen of the Liquor Control Commttee,
Representati ve Donatucci or Representative Ron

Raymond, do you have any questions that you want to

ask?

Represent ati ve Donatucci .

REPRESENTATI VE DONATUCCI : Thank you, M.
Chai r man.

M. Chairman, as you know, recently in the
Senate there was a bill introduced, Senate Bill 1273,
which 1"l tell you what it is -- to privatize the
system | guess, have you seen it or have an idea

what it's about?

MR. STAPLETON: Yes, sir.

REPRESENTATI VE DONATUCCI : Back in "92, |
know Representative Evans will remember this, and
Representative Civera, if he was here, he would

remember it, they had one vote on privatizing the
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systemin '92, and it went down 3 to 1.

We had a new Governor elected in the
m d- ni neties, Governor Ridge, and with the support of
Chai rman Jones, it never even got up for a vote. \What
could you tell me today--- Before | ask the question,
| had a neeting already with Senator Rafferty, Senator
Logan, and Chairman Raynmond. We are going to have
joint hearings this summer on this bill, so we are
taking it very seriously. What can you tell ne---
"1l give you guys the junmp-start before those
hearings to sell the bill or tell me why we shoul dn't
privatize the system

| know your numbers are great. The system
came a long way in the last 10, 12 years. It canme
into the 21st century. But can you just touch on it
and give us an idea of what we are going to hear one
way or the other. Thank you.

MR. STAPLETON: Thank you, Chair man.

There are a number of different aspects to
privatization, obviously. There is the social aspect.
There is the financial and econom c inpact. W are in
the process of closely |ooking at the bill that you
just mentioned.

We have a nunber of questions regarding the

financial liability of the bill. W are not sure that
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the nunbers really add up to be a plus for the
Commonweal th of Pennsylvania and its citizenry.

We al so have questions about the | ocation of
stores. W are a State agency. W have a duty to
serve all Pennsyl vani ans, whether they be in
Phi | adel phia, Pittsburgh, or rural Pennsylvania, and |
think we do a pretty good job of that.

We do have some stores that are unprofitable,
but those are stores that are in |locations to serve
peopl e that would have to travel, you know, 25 m nutes
to an hour to find service other places.

So these are all issues that are sort of on
t he peripheral of privatization but important to each
Pennsyl vani an. So we are not sure whether all
Pennsyl vani ans woul d be served | ocation-wi se by the
bi Il

And certainly fromthe social responsibility
aspect, the nunmbers that we have seen indicate that we
in Pennsylvania do a pretty good job of making sure
t hat al coholic beverage gets in the hands of people
who shoul d have it. I n other words, we don't serve
m nors, and we are very proud of our stores, we are
extremely proud of our enmployees and their diligent
efforts, to make sure that mnors aren't served. W

had over a mllion m nor checks |ast year in our
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stores. So that's an inportant issue.

And |I'm not sure, | know there's some
| anguage in the bill about training people, but in the
private sector, there is certainly much more selling
to mnors than there is in a control State.

We see that our numbers on drunk-driving
fatalities in Pennsylvania are |ower than some of the
open States around us. Alcohol-related problens are
| ower in Pennsylvania, and | think that is attributed
in great part due to the control system that we have
in the Commonweal t h.

So there are a plethora of different issues
that need to be exam ned, and | don't know that there
is any better argument today to privatize than there
was in 1992 or as it was under the Ridge
Adm ni stration.

As you know, | was part of the PLCB at the
time the Ridge Adm nistration and John Jones fl oated
out the possibility of privatization, and | think that
from an econom ¢ standpoint, froma customer-service
standpoint, from a store-operations standpoint, we are
stronger today than we were then.

So I'"'mnot quite sure what the argunments for
privatization are, but | can tell you that the

argunments against them | think, are even stronger
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t oday than they were 10 years ago.

REPRESENTATI VE DONATUCCI : Thank you, M.

Chai r man.

Thank you, Chairman Evans.

CHAI RMAN EVANS: Thank you, Chairman
Donat ucci .

Chai rman Raynond.

REPRESENTATI VE RAYMOND: Thank you, M.
Chai r man.

| know this is an Appropriations hearing, and
Representative Donatucci asked probably a question
that | think is in the front of my m nd, but | would
just like to commend the board -- Joe Conti, Jerry
Waters, Jim Short, your |egal staff. Your whol e group
has been very, very cooperative and responsive to the
Legi sl ature.

Al'l of our caucus, a |ot of our caucus stuff
comes through me to you guys, and you have been great
in responding in terms of the stores and dealing with
stores that are in areas where you are | osing noney
but we need to service the public, because we are a
monopoly, and in how I think responsive and good the
stores are continuing to inmprove the past year. I
think they are great. You had tons of product in

there for the holidays, and you are really pronoting
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what is going on there.

| think you are probably one of the few State
agencies that will come before this commttee that in
fact is a positive in terms of putting money into the
State instead of taking noney out. Most people com ng
bef ore Chairman Evans will be asking himfor
appropriations to run their operations, and you fol ks,
in all the years |I have been involved in it, that
nunber continues to go up. And again, as you
menti oned, we use a |lot of money fromthat income to
educate the public and try to prevent underage
drinking and the problems with al cohol.

So | just can only commend you for what you
have been doing, and keep doing a good job. And I
don't think you will ever see the Legislature vote you
guys out of existence.

MR. STAPLETON: Thank you

REPRESENTATI VE RAYMOND: Thank you, Chairman.

CHAI RMAN EVANS: Thank you, Chairman Raynond.

Representative Scott Petri.

REPRESENTATI VE PETRI : Thank you, M.
Chai r man.

| want to follow up on the |ine of
gquestioning that Representative Dally started on. ' m

certainly aware of the consolidation contract, but ny
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concern is that | think we still can do more, and

was wondering if have you done any |l ogistic studies on
your entire delivery systemto see if we could be nore
i ke, you know, a private industry or the like, and if
so, what are those studies telling you?

MR. STAPLETON: Wk are in the process of
| ooki ng at our logistics right now. As nost of the
folks in the Legislature are aware, we have enbarked
upon a new high-tech program call ed ERP. It is an
accounting and financial program and it follows all
the way into | ogistics.

We will be able to basically track a product
fromthe day that it |eaves the supplier's hands on a
dock in France or Italy to the time it ends up in your
home, and that's a very inmportant thing for us as
retailers.

It is also going to nmean a lot to our ability
to be able to ship product to Pennsylvania on a timely
basis to make sure that we don't have excess
inventory, which also |eads to additional savings to
t he Commonweal t h.

Part of that, obviously, is going to be our
ability to work with our shippers, and again, once we
have the opportunity to direct shippers to suppliers

that ship to Pennsylvania, we will have better control
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of our products.

So our ability to use Pennsylvania ports is a
very key aspect of our modernization of our |ogistics.
And again, we are working with Georgio Gori, we are
wor king with the Port of Philadel phia, to try to make
sure that we have opportunities in Pennsylvania.

And again, these opportunities are not just
for our product. We would |love to make the Port of
Phi | adel phia, as we have discussed in the past, a
superport for wine and spirits, and we are trying to
make the case that it's better for shippers and
suppliers to come to Phil adel phia than it is to the
Port of New York or to New Jersey or to WIm ngton or
Ri chnmond or Norfol k or wherever.

So | think that we have a |lot of work to do
t here, but we have boundl ess opportunities, and being
the | argest purchaser of wine and spirits certainly in
this country, | think that it gives us an opportunity
to entice some of these suppliers.

Again, it is all about convenience and cost.
We know that the Port of Philadel phia has great
| ogistics -- rail service, highway service. W just
need to work on the cost issues, and | think that at
the end of the day, it will be a plus-plus for

Pennsyl vania and the PLCB.
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REPRESENTATI VE PETRI : Thank you, M.
Chai r man.

One foll ow-up question. Has the LCB given
any thought to contacting the other controlled States
in the Commonwealth to see if there could be an
opportunity of |everaging our buying powers and our
shi ppi ng opportunities with theirs to come up with a
win-win situation for all the States that are
controlled?

MR. STAPLETON: That's a very good point,
Represent ati ve.

We have had discussions with the other
control States, primarily those on the East Coast,
whi ch woul d be New Hampshire, Vernont, Maine, and they
are willing to participate.

Their issue is cost. | f we can deliver the
product to them at the same price or less than they
are getting it now through the Port of New York, they
certainly would buy into this program And, you know,
we are working, again, with the ports to try to get
that cost to a point where we are conpetitive with New
Yor k.

REPRESENTATI VE PETRI : Thank you.

CHAI RMAN EVANS: The vice-chair wants to

follow up, Bill Keller.
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REPRESENTATI VE KELLER: Thank you, Chairman
Evans.

M. Chairman, you know, this has been a topi
we have discussed a nunmber of times over the years.
It has al ways been, as | have explained in the past,
chicken and an egg problem especially when you are
doi ng ocean shi ppi ng. | f you don't have the line or
service into your port, you know, how do you get it
there? Does the liner service follow the cargo or
does the cargo follow the |iner service? So | know
your efforts have been toward that.

But just a question. | don't know if you
will know it or maybe you can get back to us. How
much product which Pennsylvania orders now ships
t hrough the Port of New York? And because they have
t he service. ' m not saying it is anything---

MR. STAPLETON: A substantial portion. Mor e
than half, |I'm sure.

REPRESENTATI VE KELLER: Okay.

MR. STAPLETON: But it is FOB Phil adel phi a,
so there is some inconme for the Port of Phil adel phia
to have it, even though it comes through New Yor k.

REPRESENTATI VE KELLER: Well, I'"mon your
si de. | agree with you. | believe there is an

opportunity to get that 50 percent back into the Port

c

a
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of Phil adel phia when we expand the port. W are going
to have to attract the service, the North Atlantic
service, into the Port of Philadel phia so you can
consolidate, and the trick is to consolidate over
where we purchase, over in Europe---

MR. STAPLETON: Ri ght .

REPRESENTATI VE KELLER: ---and get that
consol idated in Europe and then ship it to
Pennsyl vani a.

So | commend you on your efforts. | know you
are trying real hard. Believe me, we are all here to
support you with trying to use the Port of
Phi | adel phia as the port of entry for the Liquor
Control Board.

MR. STAPLETON: Thank you

And, you know, we enjoy working with you, and
we know t hat your | eadership down at the port is so
i mportant to us acconplishing these things. And our
meeting with John Estey recently gave us great hope
that there are going to be some great things happening
in the Port of Philadel phia.

So we will just knock on wood, and hopefully
we will be able to create a superport for all of the
Uni ted St ates.

REPRESENTATI VE KELLER: And if | can, just
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the | argest econom c devel opnent project the State has
seen in, | bet, in 50 years. And it's going to cone
off, and you will be a big part of it. Thank you.

MR. STAPLETON: It's amazing. Thank you,
Represent ati ve.

CHAI RMAN EVANS: We just heard from our port

czar.
Representati ve Kathy Manderi no.
REPRESENTATI VE MANDERI NO: Thank you, M.
Chai r man.
M. Chairman, thank you for being here.
When | hear from consumers about the LCB, the
context of the contact, if it is about privatization

and sometimes it is, it is in the context of, because
| don't have big-noney people who think they are going
to buy one of these as a business and |I'm not hearing
fromthe newspapers who want the advertising revenue,
' m hearing fromthe consumers who believe that if the
State stores were privatized, they would have a better
sel ection of wi nes. | hear from the wi ne enthusiasts.
| suspect that nost menmbers would say the same.

The past year, there has been a lot in the
newspapers about what is happening with our wi ne
programs and all of that kind of stuff. | would just

like to have a report fromthe perspective of the
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board about what is happening with our system and
t hese choices, selections, prices, quality, et cetera,
t hat are being offered to our consuners.

MR. STAPLETON: Thank you, Representative.

Certainly that is an important issue. |t
seems to be the one area that we face the nost
criticismin, and | think the unfortunate part for us
is that this is a criticismthat is based on
perception rather than reality.

| can tell you that right now, we have over
al most 12,000 wi nes available in the Commonweal t h of
Pennsylvania to consumers. They may not be at every
store. Our larger Prem um Collection stores have
maybe 8,000 to 10,000 different products in those
stores. But all 12,000 of those wi nes are avail able
to consuners. If they are not in the store, they can
be requested and be delivered to their store in their
nei ghbor hood within a number of days.

So when | hear these conplaints about
selection, it's a little unnerving, because | know
t hat our selection of 12,000 wines is far superior
than virtually any retailer in this country, whether
t hey be on the border such as Total |ines or Canal's.
We hear these people, they go to Del aware and New

Jersey, despite the fact that it's illegal to do so,
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but they claimthat our selection is inferior to
those, and it is just not the case.

But we, again, are fighting the war of
perception. We have created two new wi ne progranms in
the |l ast year. We had the Chairman's Sel ection
program which we continued. But to expand upon that
and to expand upon that for the wi ne connoisseurs, we
created the Sommelier Collection program which is
hi gh-end, difficult-to-find wi nes that we bring in at
a very strong price.

In addition to that, we know that not al
wi ne drinkers want to spend between $15 and $100 a
bottle, and we created a program for them called the
Power Purchase program where we sought out wi nes from
around the world, not just American wi nes but South
Af rican, South American, Australian w nes, French,
Italian wines. We brought those in in the Power
Purchase programto allow consumers who want to buy a
bottle for less than $10 a bottle to try a new type of
wine and try to | earn nmore about w ne.

So | think we have done a |lot to expand the
programs in Pennsyl vani a. We still have more work to
do, because we know that the wi ne popul ace, the
wi ne- |l ovi ng popul ace of the State is growi ng. Mor e

and nore people are interested in wine, so we have to
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continue to be ahead of the curve in providing these
types of great wi nes.

REPRESENTATI VE MANDERI NO: Just a follow-up
al ong the same |ines.

| know that ny complaints or inquiries from
consumers have decreased substantially in recent
years, and | attribute that to the fact that we now
have a very nice premumw ne store right on City
Avenue in Bal a- Cynwyd. And |'m not a big wi ne
afici onado, but when | want to buy wine, | go there,
and | have this nice, beautiful place that | can sit
down and | ook through W ne Enthusiast magazi nes and
read people's selections, et cetera.

So | think people kind of in my backyard now
feel |ike they have that resource to go to, but if |
lived somewhere else, tell me specifically how |l as a
consumer even know, when | walk into the little |iquor
store on Main Street in Pottsville, that this program
of being able to order a couple of bottles of wi ne
from anot her |iquor store fromthe Pennsylvania
inventory is even available to me, let alone how easy
do they make it for me to do that, and have we thought
about a specific consumer education pronotion program
al ong those lines?

MR. STAPLETON: That's a very good question,
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and, you know, when | hear about the Pottsville or the
Monessen store or the Indiana store, we understand

t hose i ssues. | don't know that we do a great job of
|l etting our consumers know that all of these wonderful
wi nes are available to them W need to do a better
job of doing that, and | think that our empl oyees need
to make that process as seam ess as possible.

| will also say that we are finding that one
of the great ways to reach out to these folks in
| ndi ana and Monessen and Pottsville is through our Wb
site, okay? AlIl of these wines are virtually
avail abl e through our Web site, but our consumers
maybe don't know that. We need to do a better job of
letting them know of availability on the Web site.

And al so, quite frankly, we need to redesign
our Web site to make it more consumer friendly. These
are all initiatives that we are undertaking now at the
PLCB and part of this PLCB 75 renaissance, to inprove
the Web site, to inprove custonmer service, to make
sure that customers know that when they come into a
store, there are nore wi nes avail able than just what
may be found on the shel ves.

And al so, too, we want to make sure that we
create a shopping experience for our consumers, where

t hey spend a significant amount of time in there
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tal king to enpl oyees, | earning about products, maybe
t hi nki ng about trying something different.

We understand that our consumers spend about
ei ght m nutes in our stores. So they know what they
want, they go in, they buy it, and they |eave. \What
we want is to create a shopping experience where they
spend 25 m nutes, 45 m nutes, in our stores. W think
that will be good for consuners, it will certainly be
good for our business, and | think that we will become
a nationally recogni zed retailer when we are able to
acconplish that.

So we are just really sort of at the start of
this type of service, and we understand that it is all
about customer service and educating consumers. And
you are absolutely right; we need to do a better job
of educating our consumers to the things that are
avail abl e now on the system |et alone the things that
are going to be available in the next two or three
years.

REPRESENTATI VE MANDERI NO: Thank you, M.
Chai r man.

CHAI RMAN EVANS: Thank you.

Representati ve David Reed.

REPRESENTATI VE REED: Thank you, M.

Chai rman, and thank you, Chairman Stapleton and




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

25

Comm ssioners, for joining us today.

| just want to touch upon an issue that ny
office and your office has exchanged letters on in the
past couple of weeks, just very briefly.

The House Republican Policy Commttee over
the | ast year has held a nunmber of hearings and
i nquisitions into areas of possible welfare fraud
within the Commonweal th, and as we went through those
hearings, | took the opportunity to neet with a number
of folks at the local |evel, and what we found is,
wel |, not just cases of fraud occurring but also what
| would term "l egal |oopholes,"” where tax dollars are
bei ng spent in a manner that is technically |egal but
per haps not the actual intention of the Legislature,
the Adm nistration, or the taxpayers especially, and
two of those possible instances deal with the Liquor
Control Board and your operations.

The first one would be the ability for folks
to use the EPPICard within the State store system
The EPPI Card, for those of us who don't know that, and
| didn't know it until | was turned on to it by a
casewor ker in Indiana County, is the card that is now
issued in lieu of a child support check to the parent
acquiring the child support fromthe other parent, and

apparently in today's day and age, you can use that
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EPPICard in a State store to purchase alcohol. And |
think it is pretty universal or we should have
uni versal agreement that those dollars are intended to
be used to the benefit of the child, and I don't think
anybody could make the case that dollars being spent
in a State store for alcohol purchases would be to the
benefit of those children.

| know your office had responded with a
suggestion that if we wanted to | ook at that possible
issue, that it would not be appropriate for the board
to undertake but | egislative action would be
necessary, and my very short question to you would be,
woul d the board be supportive of closing that | oophole
within the systent?

MR. STAPLETON: Absolutely, Representative.

When we spoke briefly the other day, it was
news to me that this was happening, and we | earned
that these cards are like a MasterCard and that
wherever MasterCards are accepted, they are accepted,
and it seemed to me odd that you would be able to use
a child support card to buy al cohol.

But we would certainly support any
| egi slation to do away with that | oophole, because it
is just, it seens to nme, to be opposite of what the

policy should be. So we certainly would support that.
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REPRESENTATI VE REED: My second foll ow-up
woul d be not in regard to the State store system
itself but in regard to the distributors' |icenses,
whi ch you have control over.

Apparently within a distributor, you can go
in and purchase al cohol, not only with the EPPI Card
but you can also use what is termed the "electronic
benefits transfer"” card, which that card is actually
used, the cash assistance portion of welfare funds are
pl aced on that card. So you are not only allowed to
use the child support payment card but also the cash
assi stance side of welfare payments within the
Commonweal th to purchase al cohol within beer
di stributors in the Commonweal th, and would you be
supportive as well of legislative action that would
prevent that |egal | oophole from occurring as well?

And the reason | ask you is because you are
t he governing body over both of these jurisdictions,
and | think we need to be on the same page as a
governing body and as a Legislature if we are going to
move forward with action.

MR. STAPLETON: Ri ght .

| absolutely would be supportive of that.
You know, our policy is that EBT transfers are not

allowed in our stores as is. So | think that to
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prohibit themin beer distributors would be consistent
with our own internal policies, and we would be very
supportive of that.

REPRESENTATI VE REED: Okay, and | just | ook
forward to working with your staff. They have been
very hel pful so far, and we appreciate your
cooperation and | ook forward to working with themin

the upcom ng weeks to draft that | egislation.

MR. STAPLETON: | feel the same way. Thank
you.

REPRESENTATI VE REED: Thank you, M.
Chai r man.

CHAI RMAN EVANS: Thank you.

Representative Scavell o.

REPRESENTATI VE SCAVELLO: Thank you, M.
Chai r man.

| first would like to echo Chairman Raynmond's
comments on how hel pful your office has been, and one
of the stores that he was referring to is in one of ny
boroughs, which is really having a tough tinme in
keeping it open and really has hel ped that downt own.

Second, | would |like to make a comment t hat
in the Bill's Shoprite shopping center in Mount
Pocono, your wine selection, it is one of the best |

have seen in any store -- New York, New Jersey, or
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anywhere else. There is a fabulous selection. A
little plug there, you know.

MR. STAPLETON: Keep goi ng, Representative.
You are on a roll.

REPRESENTATI VE SCAVELLO: Can you pl ease give
us an update on what the LCB is doing to conme up with
a compliance for the Federal court opinion in regard
to the direct shipments of wine to consumers from
out-of-State wi neries?

MR. STAPLETON: Thank you, Representative.

We have done a couple of things. W have
created a limted wineries shipnment |icense for
out-of-State wineries, so that if they apply for one
of these permts, they will be able to ship into the
State in conpliance with the mandates of the Granholm
deci si on.

We have added, | believe, two wi neries that
have applied for these limted wi nery direct shipper
licenses, out-of-State direct shipper |licenses. So we
have done that to comply with the Granhol m deci si on

As recently as, | believe, yesterday we were
back in Federal court discussing this matter with the
plaintiffs, who happen to be those |Indiana wi neries
| ed by the professor at the University of Indiana |aw

school, who has been the moving elenment in the
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Granhol m matters.

But we are in compliance now, and | think
t hat the next nmove would be a |egislative move. As
you know, we have served as a resource to the

Legi sl ature and answered any questions that the

Legi sl ature m ght have on that, but | believe that
that is--- For the noment, we are in conpliance, but
if there is any additional work to be done, | would

assume it is to be done |egislatively.

REPRESENTATI VE SCAVELLO: Okay. Thank you

CHAI RMAN EVANS: Last questi on.

Representati ve Reichl ey.

REPRESENTATI VE REI CHLEY: Thank you, M.
Chai r man.

Just very briefly, gentl enen. It more or
less is a follow-up to the questions from
Representati ve Reed.

Can you comment about the board's position on
t he enforcement and conpliance functions that, |
guess, are currently being shared with the State
Police and your viewpoint on the consolidation of
t hose under the State Police to perform both of those
requi rements. Thank you.

MR. STAPLETON: Yes, sir.

We are certainly aware of the reconmmendati ons
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of the Legislative Budget and Finance Comm ttee, and I
know t hat we have been working with both caucuses in
the Legislature to discuss enforcement and what
direction we should go. There have been a number of
proposals. W have made suggesti ons. | know t hat

t here have been suggesti ons made by the State Police
as wel | .

But it is certainly an issue that probably
needs to be addressed, because, quite frankly, since
t hese di scussions began, | know that the State Police
have been reluctant to hire additional officers to
help themwith enforcement, and |I think that once a
solution is determned to be acceptable to the
Legi sl ature and the State Police and the PLCB who
funds that, that we can move forward.

But at this point, |I think that there are a
number of good alternatives on the table, questions
about, for example, should the State Police on the LCE
side be doing enforcenment of gamng |aws? You know,
we have a whol e group now that does that for the
gam ng i ndustry in Pennsylvani a. There's a question
of a lot of the type of accounting violations that are
al ways consumng a |lot of time, do we need to be doing
t hat anynore? Has the business changed in a way that

we don't have to go after bad checks and things |ike
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that in the same manner that we used to?

So there are a number of potential solutions
out there, but | would say that we need to reach some
conclusion as to what they are relatively quickly,
because at this particular point in time, | know that
the Major would agree that we are sort of, all of us
have been hanmstrung by the process, and we need to
make some deci sions.

And | know that we are working with
Represent ati ve Donatucci and Representative Raynmond to

try to craft something in the not-too-distant future.

REPRESENTATI VE REI CHLEY: Yeah; | was going
to say that | think both Chairmen have introduced a
joint bill addressing this issue, and | think it would

behoove us to | ook, you know, frankly, not to gore
your ox but because of the increasing |evel of tasks
t hat are being placed upon the State Police, and you
have, based upon the projections at |east, a surplus
wi thin your own budget, to utilize your funding source
to help consolidate those operations with State
Police, perhaps using your funds to be able to pay for
t hose functions.

Thank you

MR. STAPLETON: Thank you

CHAl RMAN EVANS: Are you finished,
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Representative Reichley? | don't want to truncate
you. | don't want you to have an unfair advantage.

| would |like to thank you, Chairman---

MR. STAPLETON: Thank you

CHAI RMAN EVANS: ---and the other board
members and your staff for making your presentation
before this commttee, first.

Secondly, you know, we al ways appreciate what
you do for the people of the Comobnweal th of
Pennsyl vani a.

Members, this will be the conclusion of this
particul ar heari ng. We will reconvene at 2 p.m with
t he Department of Agriculture.

| would |ike to thank the menbers. Thank you

very much.

(The hearing concluded at 12:05 p.m)
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| hereby certify that the proceedi ngs and
evi dence are contained fully and accurately in the
notes taken by me on the within proceedi ngs and that

this is a correct transcript of the sane.
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