August 4, 2008

TO OFF-PREMISE LICENSEES

ADVISORY REGARDING ANNUAL WINE PURCHASES OVER $350,000.00

Off-Premise Discount Change
Effective September 29, 2008, the off-premise licensees will receive a 20% discount on purchases made through the warehouse up to $350,000.  Total purchases for licensees above $350,000 will receive a 15% discount. The Liquor Commission will continue to pass on depletion allowances and special purchase allowances to all off-premise licensees as offered.  
The following briefly outlines why this policy change was made and the specifics regarding its implementation. 

Policy Rationale
As you are likely aware, New Hampshire, like so many other states, has experienced significant revenue shortfalls as a result of the economic downturn.  Because the NH Liquor Commission is the leading revenue producing agency in our state it is not surprising that the Legislature looked to our agency to do all it could to enhance revenue opportunities as much as possible during these challenging times.   
Recent changes to the state budget increased the revenue raising obligations of the Commission by $7.5 million. This action, combined with the Commission’s rising costs for products, transportation and so much more compels our agency to review and adjust its business practices where necessary. 

Although SB 321 originally proposed a 10% adjustment in the off-premise discount, the Commission has been working on a number of areas to possibly mitigate the need to fully implement  a discount change. We are pleased that at this time only a 5% reduction in the off-premise discount is being implemented.
Recently, Governor Lynch and Commission staff met with John Dumais, President of the NH Grocers Association, several off-premise licensees, and representatives of the wine brokerage community. Governor Lynch  encouraged a broad and positive dialog among all interested parties regarding a possible adjustment in the off-premise discount,  as well as encouraging other ideas that would benefit the industry and our state.
Since that meeting, the Liquor Commission has had much dialogue with its business partners and carefully studied the impact of many ideas that surfaced resulting from these and other discussions.   Ultimately, it was decided to increase mark-up percentages on selected spirit and wine categories. We believe this change will have a significant positive impact on revenues.  However,  this price adjustment alone will not be enough to meet our increased revenue obligations of $7.5 million.  
The Commission believes that the 5% off-premise discount adjustment is a measured approach that, while far from ideal, allows off-premise licensees the option of adjusting their own retail markup price to compensate for this adjustment while still remaining competitive. It allows off-premise retailers to continue to receive depletion allowances and special purchase allowances that further enhance gross margins.
Looking Forward

As we have stated, the Commission will carefully monitor all changes to ensure market balance and maximum revenue opportunity for all licensees.  If needed, the Commission will act to ensure New Hampshire’s wine retailers are competitively priced with our neighboring states and that there is adequate incentive to stock and promote wine consistent with growing consumer demand. 
As this change becomes effective,  we welcome your continued comments and constructive suggestions on how we can serve you better and improve our operations.  As you may know the law authorizing the adjustment in the off-premise discount will be reviewed by the Legislature under a so-called “sunset provision” next year. This will provide for yet another opportunity for all parties to seek statutory changes as may be necessary based on our past operating experience,  as well as the market changes we see moving forward.
Please visit our website at www.nh.gov/liquor for more details pertaining to this change. Thank you.
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