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Executive Summary Report on
Agent Compensation Task Force

Findings and Recommendations

Presented to the Oregon Liquor Control Commissioners
by the 2007 Agent Compensation Task Force.

The 2005 Legislative assembly requested that OLCC study the issue
of agent compensation, determining its adequacy for meeting the
current and future business needs of liquor agents. The goal of the
study was to provide the legislature a foundation that could support
any adjustment to the current compensation schedule.

In response, the OLCC worked with representative liquor agents to
craft a Request for Proposal (RFP) document to solicit a qualified
vendor to conduct the independent and impartial study. DHK
Associates, a local independent consulting firm, was awarded the
study contract, and began work during February 2007. DHK spent
several months meeting independently with liquor agents around the
state, gathering information and data, and compiling their findings.
DHK delivered its final report to the Commissioners at the June 2007
commission meeting. A special commission meeting was called in
July 2007 so the Board of Commissioners could receive comments
from agents regarding the results and recommendations of the DHK
study.

The 2007 Agent Compensation Task Force

At the conclusion of the July special commission meeting, OLCC
Chairman Lang directed that a Task Force be formed and report back
to the Commission with a list of recommendations regarding agent
compensation. The appointed Task Force was to review the
independent report produced by DHK (See Appendix A) and consider
any other reasonable and feasible proposals. The Task Force was
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instructed (See Appendix B) to present its recommendations to the
liquor commissioners at their December 2007 meeting.

The Task Force members appointed consist of seven core voting
members, including one OLCC commissioner, three liquor agents
and three OLCC staff.

The Chairman also invited other key stakeholders to participate,
including the Governors Office, Legislators, the Legislative Fiscal
Officer, the DAS Budget and Management Analyst, and liquor
industry representatives.

Throughout the process other subject matter experts participated
including: OLCC Financial Services Director, liquor agents, and other
business representatives. These participants were considered non-
voting members.

The DHK study was conducted on a foundation of independence and
impartiality, and as a natural continuation of this policy the OLCC
requested a neutral facilitator moderate the process. Chris Sheesley
of In Accord was selected for this task by two OLCC staff and one
liquor agent.

Task Force Voting Members:

Bob Rice, OLCC Commissioner

Task Force Chairman, Merle Lindsey, OLCC Distilled Spirits
Program Director

John Feuerstein, Agent, Portland — Eastport
Bruce Hochstein, Agent, Hillsboro

Saleem Noorani, Agent, Corvallis — North & Springfield —
Gateway

Farshad Allahdadi, OLCC Research Analyst
Jim MacAlistaire, OLCC Retalil Services Director
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General Process: Between July 2007 and December 2007, the
Task Force met seven times. Meetings were held at the OLCC Main
Office in Portland, Oregon.

At its first meeting the Task Force articulated its mission and
established the procedural guidelines of its work.

Task Force Missio n — Develop a set of consensus-based
recommendations to be presented to the OLCC Commissioners
related to agent compensation. Aspire for consensus, but in the
absence of consensus, items may be presented in the form of a
(written or verbal) minority report and offered to the Commissioners.

A principal goal of the Task Force was to maintain a high level of
transparency in its procedures and outcomes. Task Force contact
information, meeting minutes, and supplementary materials were
made available to any interested party, including other liquor agents,
through regular email and OLCC Liguor Agents Services (OLAS)
electronic bulletin board postings.

To successfully accomplish its mission the Task Force developed a
list of possible recommendations that either originated from the DHK
report or were proposed by Task Force members. This list was
divided into two categories: (1) Possible recommendations that the
OLCC has the authority to implement; and (2) Possible
recommendations that would require legislative action. Priority was
given to discussing legislative items due to the narrow window of
opportunity to present the legislature with a possible proposal to
consider during the February 2008 special session.

The OLCC Executive Director, Steve Pharo, and Director of Distilled
Spirits, Merle Lindsey, presented the final DHK report and an update
of the 2007 Agent Compensation Task Force to the Full Interim Ways
and Means Committee on October 19", 2007 (See Appendix C). On
November 26", 2007, Executive Director Pharo, Director Lindsey,
and Financial Services Director, Michael O’Connor, appeared before
the House Interim Committee on Business and Labor (See Appendix
D) to provide information on the current liquor agent compensation
system. Following these two appearances, the Task Force expects
there to be some discussion, and possible proposal consideration for
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the issue of liquor agent compensation during the February 2008
special session.

The final meeting of the 2007 Agent Compensation Task Force, held
on December 10", concluded with the group coming to consensus on
the following seven items; presented below.
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Consensus Recommendations

Recommendations Requiring Leqislative Action

1. Non-Limited Budget — The Task Force recommends the
Commission forward a proposal to the Legislature to remove
the fixed spending limitation on Liquor Agent Compensation,
and tie the limitation to a percentage of gross liquor sales.

Converting the Agent Compensation fund to a non-limited
budget item will assure liquor agents they will be compensated
for sales made during the biennium. This budgetary change will
give confidence to agents looking to make positive, but costly,
business changes throughout the term; such as expanded
hours of operation and store reinvestments. Approval of a non-
limited agent compensation budget item will be necessary to
provide a solid foundation for any agent compensation proposal
that would promote wider store reinvestment (i.e. Incentive
Program).

Estimated Budget Impact — None.

2. Incentive Plan - The Task Force recommends the
Commission forward a proposal to the Legislature to implement
an incentive plan for liquor agents that rewards performance by
offering progressive annual bonuses based on gross year-over-
year consumer sales growth.

With the establishment of a performance based incentive
program, the Task Force believes the necessary environment
will be created to encourage substantive and ongoing
investment by liquor agents; continually improving the retalil
shopping experience of Oregonians. The “Store of Tomorrow”
Is said to be just out of reach for many liquor agents due to the
costs of doing business in some areas of the state. An incentive
plan would motivate these agents to strive for greater business
opportunities given the potential of greater returns; meeting the
ever higher expectations of the public. The ultimate outcome of
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an incentive program would be increased revenue streams to
the state, counties, and cities.

Estimated Budget Impact — Additional funds of up to 15%
of the agent compensation budget; for example in th e
2005-2007 biennium the total would have been
approximately $9 million.

Recommendations within OLCC Authority

3. Related Items — The Task Force recommends the Commission
review and possibly expand the current list of related items
authorized to be sold in exclusive liquor stores.

The list of related items (See Appendix E) was developed as a
means for contact liquor agents to reasonably augment their
income from the sale of distilled spirits. Liquor agents are free
to purchase and resell some, all, or none of the items present
on the authorized list of related items, depending on what is the
best business decision for them individually. By expanding the
list of authorized related items, the commission is offering more
choices to the liguor agent, and therefore more entrepreneurial
business opportunity.

The Task Force discussed several items that may be reviewed
for inclusion on an expanded authorized related items list.
These were Oregon produced wines; Oregon produced beer;
and some lottery products not currently available. The Task
Force is not making any recommendation specific to these
items other than they should be included in the recommended
review.

Estimated Budget Impact — None.
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4. Deferred Compensation — The Task Force recommends the
Commission increase its current matching contribution limit for
agent deferred compensation.

The agent compensation formula currently has a matching
contribution limit for each agent participating in the deferred
compensation program. By increasing the limit for matching
contributions, the Task Force believes that more agents would
choose to participate in a financially beneficial program.

Estimated Budget Impact — None.

5. Inventory Losses — The Task Force recommends the
Commission create a working group to consider the issue of
unexplained inventory losses and agent charges, and to report
back to commission at a future commission meeting.

Though not strictly related to liquor agent compensation, the
iIssue of how liquor agents are charged for unexplained
inventory losses was cited by the DHK study and some Task
Force members as an important item for consideration. At issue
Is whether a liquor agent who has reported unexplained
inventory losses should be responsible for some amount other
than the full retail value of the loss; as is the current policy. The
Task Force could not come to consensus on a recommended
change to the current policy; however it did agree to
recommend a review of the issue.

Estimated Budget Impact — Unknown impact on
distribution.

6. Compensation Categories — The Task Force recommends the
Commission maintain the base compensation schedule for non-
exclusive agents and phase out, over time, all exclusive classes
for stores with annual sales of less than $1 million.
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Due to the fixed definition of store sales classifications (See
Appendix F), natural inflationary pressures have made many of
the classes out of date. As more stores migrate into higher
classes (classes 5 and 6), the maintenance of lower classes
becomes unnecessary. Additionally, by offering the few liquor
stores, which are currently in classes 1 through 4, the
opportunity to operate as a non-exclusive agency, the Task
Force believes it will be providing beneficial business options.

Estimated Budget Impact — Unknown.

7. Study Continuation — The Task Force recommends the
Commission support extending compensation studies into
future years to provide a mechanism for periodic monitoring of
agent profitability.

The lack of reliable and consistent data regarding liquor agent
expenses and profitability has been an ongoing issue in
discussions concerning the adequacy of Iliquor agent
compensation. This Task Force recommendation is an
acknowledgement of this condition, and a call for a systematic
process of moving the discussion from the anecdotal to one of
guantitative support. Similar work undertaken in the past (e.g.
Annual Agent Cost Surveys and the DHK Study, among others)
have consumed significant resources by both participating
liquor agents and OLCC staff. Costs aside, the Task Force
believes this will be a valuable endeavor and merits the support
of the Commission.

Estimated Budget Impact — Unknown, but likely to be
significant.
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ltems Not Recommended

There were proposals discussed by the Task Force, which did not
result in consensus recommendations. However, these will be listed
here to acknowledge the group’s discourse and as a link to a Minority
Report that will be presented at the December meeting of the
Commission.

Item A, Increase Base Compensation Rate (No Consens  us):

Increase base compensation rate from 8.88% to 10.00%
statewide, based on the outcome of the gap analysis (See Below).

Revenue Gap — A revenue gap is the insufficiency of
revenue from the sale of distilled spirits to cover
operational costs of a liquor store. A great deal of
consideration was given to the discussion of a revenue
gap. The Task Force discovered there was insufficient
data available to document the existence or magnitude of
a revenue gap. This does not mean there is or is not a
revenue gap, but that the Task Force had insufficient data
to make such a determination. Consequently, no
consensus was reached. The lack of reliable and
consistent data, which lead to this inconclusive finding,
motivated the Task Force to make its recommendation
number seven, Study Continuation.

Item B, Problem Areas (No Specific Proposal Made):

A primary item that should be considered in the future is how to
address the special circumstances of liquor agents operating
within what the DHK study termed “Problem Areas”; these being
all agents whose stores are located along Oregon’s coast and
those operating within the fully developed Portland metro area
whose sales volumes are between $1 and $2.5 Million annually.

Some Task Force members agreed early on it was too difficult to
segregate problem areas and decided to really look for a global
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solution. There was more momentum to include as many agents
as possible in a proposal. The Task Force never consolidated a
specific recommended solution to deal directly with problem areas.
Conversation of the Task Force, throughout, was to acknowledge
problem areas, but to address the issue on an agent network-wide
basis. Each Task Force member recognizes the issue of problem
areas as real and significant, however, could not develop a unified
solution before the group adjourned.

For information on items which the Task Force considered but did
not recommend, please see Appendix G.
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Conclusion

Over a period of five months, the Task Force conducted a review of
the issues surrounding the compensation of contract liquor store
agents, and considered numerous proposals that may address these
issues. The Task Force conducted its business in an inclusive,
impartial, and transparent manner; inviting the participation of
stakeholders and subject matter experts, and reporting Task Force
news back out to agents and stakeholders on a regular and timely
basis.

While many of the issues discussed by the Task Force were
contentious, the group was able to gain consensus on a number of
recommendations. The Task Force encourages the Commission to
support the recommendations set forth in this report. It believes its
recommendations will advance the economic viability of Oregon’s
control system.

Task Force members thank Chairman Lang and the Oregon Liquor
Commissioners for the opportunity to serve in this capacity, and for
their support of the Task Force mission.
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Appendix A

Summary of DHK Study Recommendations
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Appendix B

Letter from Chairman Lang creating 2007 Agent Congagion
Task Force
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Appendix C
Letter from Senator Schrader and Representativariol

Co-Chairs of the Interim Ways and Means Committee
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Appendix D
Letter from Representative Schaufler (Chair)
and Representative Holvey (Vice-Chair),

House Interim Committee on Business and Labor
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Appendix E

Authorized Related Items List
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RELATED ITEMS AUTHORIZED FOR SALE BY EXCLUSIVE AGEN CIES

The following rules are interpreted to allow exclusive agencies to sell the following related items:

OAR 845-006-0445 Food Products Containing Alcohol

Product must contain not more than five percent alcohol by weight or ten percent alcohol by
volume, whichever is greater. Product must be clearly labeled showing the alcohol content and
state on the front of the package it may not be sold to persons under 21 years.

Candies Filled with Alcoholic Liquor

OAR 845-015-0143 (2.a) Ice and Mixers

Ice

Soda Pop

Mixers - bottled, canned, powdered
Juices - bottled, canned, frozen
Syrups

Bitters

Waters

Fruits Preserved in Brandy

Sauces
Batters
Egg Nog
Cream
Milk

Tea
Coffee

OAR 845-015-0143 (2.b) Foods such as olives, onions, and cherries which are used in drinks

Olives

Onions

Cherries

Limes

Lemons

Pickled Vegetables
Salt

Pepper

Spices
Cinnamon Sticks
Coconut Snow
Butter

Sugar

Eggs

OAR 845-015-0143 (2.c) Bartenders quides, shakers, strainer, mixing spoons, swizzle sticks and

similar paraphernalia used in the preparation of drinks

Ice Buckets

Ice Crushers
Liguor Dispensers
Blenders

Ice Picks

Ice Tongs

Bottle Openers
Mixing Spoons
Swizzle Sticks
Muddlers

Cocktail Shakers
Strainers

Bottle Caps

Bottle Pourers
Corkscrews

Glass Rimmer

Soda King

Seltzer Bottle (CO2)

Salt and Pepper Shakers



RELATED ITEMS (cont.)

OAR 845-015-0143 (2.d) Glassware, coasters, straws, napkins and other such items associated

with the drinking of alcoholic liguors

Glass Decanters

Beer Steins

Beer Mugs

Assorted Glasses/Cups
Beverage Server Sets
Punch Bowls/Sets
Pitchers

Plastic Glassware/Spoons
Par-T-Forks

Coasters

Straws

Corks

Napkins
Toothpicks/Cocktail Picks

Travel Kits/Flasks

Liquor Gift Baskets/Bags
Brandy Warmers
Candles

Bar Pictures/Mirrors/Lamps
Playing Cards

Poker Chips

Portable Bars

Wine Racks

Stemware Racks

Bar Towels

Liguor Cabinets

Bottle Covers
Breathalysers

OAR 845-015-0143 (2.e) Liguor branded logo giftware and apparel

Caps Shot Glasses Lighters

Visors Decanters Cigarette Holders

Shirts Pitchers Key Rings

Jackets Punch Bowl Sets Books/Cookbooks

Vests Ice Buckets Board Games

Ties Cocktail Shakers Poker Chips

Wallets Liguor Dispensers Playing Cards

Watches Coasters Playing Card Holders

Gloves Napkins Ornaments

Belts and Buckles  Bar Towels Calendars

Flasks Bar Pictures/Mirrors/Lamps Barbecue Accessories (excludes BBQ Grills)
Cups Golf Balls Sauces, Syrups, Condiments
Mugs Golf Towels

Glasses Golf Gloves

OAR 845-015-0143 (2.f) Items such as chewing gum, breath mints, and tobacco products

Cigarettes

Pipe Tobacco

Chewing Tobacco/Snuff
Cigars

Portable Humidor

OAR 845-015-0160 Sale of Lottery Tickets

Chewing Gum

Breath Mints/Sprays/Antacids/Lifesavers type candy
Cigarette Lighters

Ashtrays



Appendix F

Current Sales Classification for Exclusive Agents
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Current Sales Classifications for
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Exclusive Agents

Class
1

2

Annual Sales

up to $210,000
$210,000 -$450,000
$450,000 -$750,000
$750,000 -$1,050,000
$1,050,000 -$1,650,000

$1,650,000 and up



Appendix G

ltems That Received Consensus Not To Be Recommended
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ltems That Received Task Force Consensus Not TReBemmended

ltem C — Increase Retail Pricing (Consensus Not to
Recommend)
ltem D — Rent Subsidies for Store Relocation (Cons  ensus

Not to Recommend)

ltem E — Allow All Lottery Games in Liquor Stores
(Consensus Not to Recommend)

ltem F — Quadrants, Private Sector Model (Consensu s
Not to Recommend)

ltem G — Minimum Operating Standards Budget
(Consensus Not to Recommend)

ltem H — Indexing (Consensus Not to Recommend)
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Minority Reports from Task Force Members
John Feuerstein
And
Saleem Noorani









December 1% 2007
Portland, Oregon

Chairman Lang and Commissioners:

My name is Saleem Noorani, Agent for the Corvalliglespringfield stores. First of all, |
would like to take this opportunity to thank you for forming the task force to look at
the issues surrounding the Agents Compensation. | woutdliiks to thank the
members of the Task Force for their time and effort.

Merle Lindsey, Director Distilled Spirits has alreadymyiv@u a report which includes
the group consensus on legislative issues.

| am very encouraged to see some positive resulisiog out of the Task Force. The
Incentive Plan was long overdue, and it will rewaperforming agents as well as
encourage others to make the investment for the tue. | was however very
disappointed that we as a group could not come to a consensusi increase in the
base compensation

| would like to give you my impressions and commefntsn an Agent!s perspective. |
will try to be as objective as | can be.

| think the major issues and challenges the agencg the agents are facing today can
be broken down into three categories.

RESOLVING ISSUES FOR THE METRO/COASTAL AREA
VIABILITY OF THE CURRENT COMPENSATION RATE

UPGRADING FOR THE FUTURE

If I may expand on each of these issues briefly:

RESOLVING ISSUES FOR METRO/COASTAL AREA

The metro and the coastal area stores have been facing pefiision for a while. This
particular issue was highlighted in the DHK report. We, miegnthe agents and the
OLCC staff all agree that we do need to find a soartifor the stores affected,
especially Portland Metro and the Coastal Area storEsat the solution requires some
form of monetary compensation in conjunction with other forms of assistance is
inescapable. The difficulty lies in formulating a narrawd targeted solution, since the
metro and coastal area stores and other stores vatbhding margins are not clearly
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defined. The only solution, as | can see, would be to apply an overall compensation
increase.

CURRENT COMPENSATION RATE

The compensation rate has seen only one increase sinceQl®would normally
assume that the natural growth in sales would keep up with tilereased cost of doing
business. Unfortunately, the increase in rent in the metro areas of Portland, Salem
Eugene and the coast have been in double digits, sometimdsgisas 70% increase in
a single year in a newly negotiated lease situationeTelated sales, especially tobacco
(which accounts for more than 70% of the sales fajonty of the exclusive stoles€has
seen a decline of over 40%, which has severely erodedveab profit margins in
related sales. The traditional lottery!s declinsejes {ue to video lotteryy further
exacerbates the problem. Agents cannot afford to hireretain quality employees due
to the increase in labor costs. The challenge ofdaicompetitive employer by
providing employee benefits is insurmountable at the current compensation rate.

UPGRADING FOR THE FUTURE

It is a fact that a vast majority of exclusive stores in @ne are very functional. They

are in what | would consider second tier locatiombese stores need major remodeling.
Another important fact to consider is that, most didse stores have been in their
original location for several years. With years ofjive growth in sales, these stores are
now handling the increased sales volume from the sameasgjfiootage; as when they
were generating, in some instances, half the current Iiggades volume

| am positive that it would be in the best interest of OLCC amhe fiquor agents to
provide the public with easily accessible, modendaonvenient liquor stores. What is
required to achieve these goals? Investment in tHeaistructure of the retail outlets.
Liguor agents would love to be able to move into a bettend larger location, provide
modern facilities, a state of the art computer system andetiservices for an
enhanced shopping experience. As you all know, to achigese goals, considerable
investment is required. | would like to demonstrate to the commission, what the
annual lease cost difference would be between a primand a secondary location.
For the sake of clarity, | will refer to the primadesired location as Class A and the
secondary location as Class B.

Class A versus Class B location:

For the sake of true sales comparison versus cost | willTakenillion as the base sales
figure.

My Corvallis store is a class B space and the Springfield store is a class A space.

The rent factor for the Corvallis store based on asbaale of 1.6 million comes out to
18.66% of the base commission.

The rent factor for the Springfield store based on a base shle6 million comes out to
26.91% of the base commission.
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The difference in rent between the two stores with &msq. footage is 69%. In order to
migrate the current second tier located store to a Cladscation, | would require an
additional .74 points to the base compensation to keie cost of doing business the
same. This additional .74 points added to the currenB8B8merely pays for the
increase in rent/lease cost and does not add anythingijonet profit.

Annual Lease Cost between Class A & Class B locatio n

$40,000

$30,000+

$20,000

$10,000

$0-
1
O Conallis B Type $26,509
m Springfield A Type $38,232

In 2005, | was appointed to operate a second store in Spretdfi | built the store from
ground up and as such have good data in terms of expenses. This report was submitted
to the Task Force as Cost of building a New Liquore. Moving an existing store to a

new location would entail similar costs. Such a move is just not feaailthe current
compensation rate.

| do believe that if it was up to the liguor commies, it would provide us with money

and resources needed to achieve these goals. The reality however is different. We have
the legislature which determines the compensation radée all realize the agency and
agents have a symbiotic relationship. Neither can sudoaethrive without the other. If

we: the agents and OLCC can work together to educate and dong the legislators,

that increased compensation would allow agents to investhair stores for upgrades

and better location which would directly translate into meisales, which would in turn
increase the profits returned back to the statet the same time increasing customer
service, better access to stores, larger storeeahdnced shopping experience. | think

this would be awin win solution for the state, the agency, the agents and the citize

of Oregon.

Thank You""..
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Outcome of the December Commission Meeting regardgthe
2007 Agent Compensation Task Force Final Report

At the December 2007 Commission meeting the Chairamal Commissioners received
and reviewed the 2007 Agent Compensation Task Heira@ Report and two minority
reports.

With no objections from the board of Commissiorteesfollowing seven consensus
recommendations brought forth by the Agent Comp@nsd ask Force were adopted.

Consensus recommendations adopted:

1.

Non-limited budget

The Task Force recommends the Commission forwargragosal to the
Legislature to remove the fixed spending limitatimn Liquor Agent
Compensation, and tie the limitation to a perceetafgross liquor sales.

Incentive plan

The Task Force recommends the Commission forwargragosal to the

Legislature to implement an incentive plan for bguagents that rewards
performance by offering progressive annual bonussesed on gross year-over-
year consumer sales growth.

Related Items

The Task Force recommends the Commission reviewpasslibly expand the
current list of related items authorized to be sol@xclusive liquor stores.
Deferred Compensation

The Task Force recommends the Commission incrdaseurrent matching
contribution limit for agent deferred compensation.

Inventory losses

The Task Force recommends the Commission createlkang group to consider
the issue of unexplained inventory losses and agerges, and to report back to
commission at a future commission meeting.

Compensation Categories

The Task Force recommends the Commission maittaibase compensation
schedule for non-exclusive agents and phase oet,towe, all exclusive classes
for stores with annual sales of less than $1 millio



7. Study Continuation

The Task Force recommends the Commission supp@hdig compensation
studies into future years to provide a mechanisnpé&siodic monitoring of agent
profitability.

Minority reports presented by liquor agent, Johadtfstein and liquor agent Saleem
Noorani. John Feuerstein made a formal proposé#hjnvhis report, of increasing the
base compensation rate from 8.88% to 9.5%. Compliang report given by Saleem
Noorani reinforced reasons why agents believe #@se lsompensation rate should be
increased. Commissioners adopted both minorityrtepato the 2007 Agent
Compensation Final Report.

Additional Adopted Recommendation:
On behalf of the Task Force members presenting mimiy reports, Commissioner

Rice made a motion to the Commission to support anendorse an increase in the
base compensation rate from 8.88% to 9.5%. The mioh passed with a 4/0 vote.



2007 Agent Compensation Task Force
Consensus Recommendations
Quick Reference

Recommendations Requiring Leqislative Action

1.

Non-Limited Budget — The Task Force recommends the Commission forward a
proposal to the Legislature to remove the fixed spending limitation on Liquor
Agent Compensation, and tie the limitation to a percentage of gross liquor sales.

Incentive Plan — The Task Force recommends the Commission forward a
proposal to the Legislature to implement an incentive plan for liquor agents that
rewards performance by offering progressive annual bonuses based on gross
year-over-year consumer sales growth

Additional Adopted Recommendation:

3.

Base Compensation Increase — On behalf of the Task Force members
presenting minority reports, Commissioner Rice made a motion to the
Commission to support and endorse an increase in the base compensation rate
from 8.88% to 9.5%. The motion passed with a 4/0 vote.

Recommendations within OLCC Authority

4.

Related Items — The Task Force recommends the Commission review and
possibly expand the current list of related items authorized to be sold in exclusive
liquor stores.

Deferred Compensation — The Task Force recommends the Commission
increase its current matching contribution limit for agent deferred compensation.

Inventory Losses — The Task Force recommends the Commission create a
working group to consider the issue of unexplained inventory losses and agent
charges, and to report back to commission at a future commission meeting.

Compensation Categories — The Task Force recommends the Commission
maintain the base compensation schedule for non-exclusive agents and phase
out, over time, all exclusive classes for stores with annual sales of less than $1
million.

Study Continuation — The Task Force recommends the Commission support
extending compensation studies into future years to provide a mechanism for
periodic monitoring of agent profitability.



