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OBJECTIVE, PURPOSE, AND SCOPE  
 
In addition to regular and special financial audits, G.S. 18B-705 (a) authorizes the N.C.  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 audits’ 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 Statutes, ABC Commission Rules, and Administrative Policies 
• Review applicable reports and studies of ABC boards with similar size and geography 
• Consult with specialists at the UNC School of Government 
• Verify compliance with Commission and Board policies 
• Verify results of previous performance audit recommendations 
• Review organizational chart and job descriptions 
• Review ABC board annual independent financial audits 
• Visits the store(s) 
• Interview key ABC board personnel. 
 
The initial round of performance audits for the local ABC Boards concluded in 2016 and provided a comprehensive 
overview of the operations of the local boards.  The follow-up round of performance audits now under way is designed 
to provide local boards with information that targets specific areas for improvement.  Board activities that meet or 
exceed current performance standards are not included as areas recommended for corrective action and so are not 
included in the attached summary report and recommendations.   
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PROFIT PERCENTAGE AND OPERATING COST ANALYSIS 
 
In FY2016, the Brunswick ABC Board had a profit percentage to sales of 4.28%, a 0.65% increase over FY2015. The ABC 
Commission profit percentage to sales standards for ABC Boards with gross sales less than $2M is targeted at 5% or 
higher.  Thus, the Brunswick ABC Board has improved its profitability, but does not yet meet the targeted percentage.  In 
FY2015, the Brunswick ABC Board had a profit percentage to sales of 3.63%.  
 
The operating cost ratio for Brunswick ABC was 0.76 in FY2016.  The ABC Commission standard operating cost ratio for 
ABC boards with one or two stores without mixed beverage sales is less than 0.85.  Thus, the Brunswick ABC Board met 
the standard. 
 
Brunswick’s expenses less depreciation decreased 1.5%since FY15.  Below is a chart showing expenses and the income 
(loss) from operations of the previous two years. 
 

 FY16 FY15 
Expenses including Depreciation $101,535 $103,095 
Expenses excluding 
Depreciation 

$94,883 $95,232 

Income (Loss) From Operations $23,051 $18,200 
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WORKING CAPITAL 
 
G.S. 18B-805 (d) allows the board to set aside a portion of the remaining gross receipts, within the limits set by the rules 
of the Commission, as cash to operate the ABC system.   
 
Based on the existing rules, the Brunswick ABC Board is allowed to set a minimum working capital of $15,680 and a 
maximum working capital of $135,896.  The actual working capital the board has retained is $139,253.   
 
The ABC Commission has set a working capital and efficiency goal for boards with gross sales of less than $1.5M to be an 
amount equal to four months of sales revenue.  The Brunswick’s actual working capital exceeds the standard set by the 
ABC Commission by $3,357.  In the initial performance audit of 2012, the board was directed to seek approval from the 
appointing authority to retain excess capital for a specific capital improvement plan.  The Brunswick ABC Board has 
obtained approval from the town to retain $10,000 of working capital, although no clear plans for the $10,000 retention 
were documented.  The board is required by G.S. 18B-805 to distribute any excess of working capital to the appointing 
authority. 
 

 
  

Minimum  
working capital 

allowed  
$15,680 

 

Maximum  
working capital 

allowed 
$135,896 

 

Actual  
working capital 

retained 
$139,253 
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DISTRIBUTIONS 
 
G.S. 18B-805 (b) requires the board to pay from gross receipts all expenses, mixed beverage and bottle taxes.  G.S. 18B-
805 (c) requires the board to make a minimum quarterly distribution of the 3 ½% markup and .01/.05 cent bottle tax to 
the municipalities and county.  Below is a chart of taxes paid to the NC Department of Revenue, the Town of Brunswick, 
and Columbus County. 
 

State Excise Tax $115,975 
Rehabilitation Tax $2,305 

 
G.S. 18B-805 (c) (2) and (3) requires the board to distribute at least five percent (5%) of profits to law enforcement and at 
least seven percent (7%) of profits toward alcohol education. 
 
S.L. 1967-540 requires the board to distribute the following: 

• Five percent (5%) to the Town of Brunswick Fire Department 
• Fifty percent (50%) to the Town of Brunswick General Fund 
• Forty-five percent (45%) to the Columbus County General Fund to be allocated equally to the board of education 

school units 
 

 FY2016 
Calculations 

Actual Distributions 
Made 

Sales Revenue $525,967  
Total Operating Expenses $101.535  
Profit (Loss) from Operations $23,051  
Required 3 ½% Markup and Bottle Charge $15,835 $19,338 

• Town of Brunswick Fire 
Department 

$792 $967 

• Town of Brunswick General Fund $7,918 $9,669 
• Columbus County General Fund $7,126 $8,702 

Law Enforcement $361 $9,600 
Alcohol Education $505 $ - 

  
The board has distributed an excess of $3,503 in mandatory distributions for FY2016. 
 
A law enforcement contract has been submitted to the ABC Commission.  However, in reviewing the details, the 
contract is between the Town of Brunswick and Columbus County and not with the Brunswick ABC Board.   
 
In addition to the law enforcement distribution requirement, the board is required to expend seven percent (7%) 
towards alcohol education or rehabilitation purposes.  The Brunswick ABC Board has not distributed towards alcohol 
education but is required to make alcohol education distributions in the future. 
 
See next page for recommendations.  



 
 

8 
 

 

 

REQUIRED ACTIONS 
 
REQUIRED ACTION #1:  To increase sales, consider effective practices to generate more revenue.  Cutting expenses 
continuously is not recommended for increasing revenue.  See additional recommendations under store appearance. 
 
REQUIRED ACTION #2:  Seek a clarification from the appointing authority approving the board’s retention of up to 
$10,000 of the excess maximum working capital for a specific capital improvement plan.   
 
CORRECTIVE ACTION TAKEN:  The board has submitted an approval from the Town of Brunswick allowing the board to 
increase the working capital retained to $10,000.  The approval does not designate the retained funds to be for a 
specific purpose.  The board is required to clarify the designation of funds for a specific capital improvement purpose. 
 
REQUIRED ACTION #3:  Adopt a law enforcement contract between the Brunswick ABC Board and a law enforcement 
agency that would provide alcohol enforcement within the town limits. 
 
CORRECTIVE ACTION TAKEN:  The board’s response indicated the town attorney will draft a law enforcement contract 
between the ABC Board and a law enforcement agency.  As of August 2019, a law enforcement contract has not been 
submitted to the NC ABC Commission. 
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STORE APPEARANCE 
 
The ABC Board Auditor visited the store to evaluate store appearance in May 2017.  The findings are as follows: 
 

• Since the last performance audit, significant improvements were made to the store, including new counter 
areas, and more clearly define entry and exit.  However, shelf management needs to be improved to efficiently 
utilize the excess space.  
 

• Shelves displayed multiple products that were discontinued Christmas or seasonal products and other dead 
stock. 
 

RECOMMENDATION #1:  Utilize resources that would provide effective practices, i.e. shelf management, customer 
service, and inventory management, using the board’s sales history. 
 
RECOMMENDATION #2:  Contact neighboring systems to inquire about selling off discontinued or slow-moving 
products or ask for a price reduction from the NC ABC Commission. 
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OPERATIONAL AND ADMINISTRATIVE COMPLIANCE 
 

• In reviewing the store schedule, two employees are responsible for fulfilling daily operations.  A risk is presented 
when two employees are operating six full days.  In reviewing the board minutes, the board has set maximum 
hour limit for both employees to be 92 hours. 
 

REQUIRED ACTION #4:  Adjust the schedule to allow employees to make daily deposits, travel to required trainings, 
and to perform necessary administrative duties outside of the store. 
 

• While inspecting stores, the ABC Auditor randomly selected approximately twenty- four product codes to 
determine if uniform pricing is displayed on the shelves.  Of those product codes selected, four were incorrect. 
 

REQUIRED ACTION #5:  Conduct a routine check of shelf prices along with the register to ensure accuracy.  All prices 
must match what is in the register, the shelf, and within the NC Liquor Quarterly, and/or memorandums.  Refer to the 
ABC Commission’s website to verify product pricing. 
 
CORRECTIVE ACTION TAKEN:  Management has implemented procedures to ensure correct prices are maintained. 
 

• Due to lack of overlap in store personnel, the ABC Board relies on the Town Clerk to make daily deposits.  
Because town employees are not employees of the board, they are not included in the board’s bonding 
insurance. 
 

REQUIRED ACTION #6:  Daily deposits are to be made by persons specifically bonded.  G.S. 18B-700 states, “Each local 
board member and the employees designated as the general manager and finance officer of the local board shall be 
bonded in an amount not less than fifty thousand dollars ($50,000) secured by a corporate surety, for the faithful 
performance of his duties.” 
 
CORRECTIVE ACTION TAKEN:  The board has implemented procedures to allow for common cash management and 
handling practices to be fulfilled.   
 

• Personnel files are not available for current and former employees. 
 

REQUIRED ACTION #7:  Create personnel files on all employees.  Personnel files are required for all employees both 
current and former.  Personnel files serve as documentation on human resource topics to ensure compliance with 
federal and state labor laws.  Files should include employment application, documentation specifically requested by 
the board, etc.  Although not required to be included within the individual personnel files, the I-9 Employment 
Eligibility Form is required for all employees. 
 
CORRECTIVE ACTION TAKEN:  The board has implemented procedures to ensure employee files are readily available 
at the store’s physical location. 
 

• The board has updated the employee manual since the initial performance audit.  However, copies of the 
employee manual were not submitted to the NC ABC Commission.  In reviewing the current manual, job 
descriptions for employee positions were eliminated. 
 

REQUIRED ACTION #8:  Create specific job descriptions for all employee positions. 
 
CORRECTIVE ACTION TAKEN:  The board has updated the employee manual and submitted to the Commission as 
required by the NC ABC Commission rule.   
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• Board appointment dates have not been updated with the NC ABC Commission.  New board members and 
reappointed board members have not taken the required ethics training. 
 

REQUIRED ACTION #9:  Update the NC ABC Commission’s website to include the current appointment and 
reappointment dates.  Have all new and reappointed board members to complete the required ethics training.  G.S. 
18B-706 (b) states, “Each member of a local board shall receive a minimum of two hours of ethics education within 12 
months after initial appointment to the office and again within 12 months after each subsequent appointment to the 
office. The ethics education shall cover laws and principles that govern conflicts of interest and ethical standards of 
conduct for local ABC boards.” 
 
CORRECTIVE ACTION TAKEN:  Except for the finance officer, all board members have completed the required ethics 
training as required by the general statute. 
 

• In reviewing the board meeting minutes, procedures for entering into closed session were not followed. 
 

REQUIRED ACTION #10:  Follow the closed session proceedings as indicated in the ABC Operations Manual.  The 
procedure for entering into closed session is as follows: 
 

1. When in open session, a motion to enter into closed session stating the specific reason is required. 
2. A vote is made and if approved, the board will enter the closed session to discuss the stated topic.  No vote 

can be made while in closed session. 
3. To re-enter open session from closed session, a vote is made and if approved, open session is resumed. 

 
CORRECTIVE ACTION TAKEN:  The board has implemented procedures to ensure the correct practice of entering into 
closed session.  
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SUBSEQUENT EVENTS 
 
The below information was received after the performance audit draft was completed and references the financial audit 
of FY2018. 
 
In FY2018, the Town of Brunswick ABC Board had a profit percentage of 4.71%, 0.15% decrease over FY2017.  In the 
same year of FY2018, the board’s operating cost ratio was 0.79.   
 
See chart below showing the expenses and income (loss) from operations of the previous two years. 
 

 FY2018 FY2017 
Expenses less Depreciation $90,718 $92,614 
Income (Loss) from Operations $23,162 $25,601 

 
In FY2018, the Town of Brunswick ABC Board distributed the minimum 3 ½% markup tax and bottle charge, $14,694, to 
the town and the county and an additional distribution of $10,500.  The ABC Board distributed $9,600 toward law 
enforcement and $957 toward alcohol education. 
 
BUDGET ANALYSIS 
 
In reviewing the budget to actual analysis of the FY2018 financial audit, sales revenue did not meet the budget 
projections for the year.  The board made budget amendments throughout the year to adjust sales appropriations and 
expenditures.  Below is a chart showing the final budget to actual amounts and the variances. 
 

 FY2018 Budget 
Projections 

FY2018 Actual 
Amounts Variance ($) Variance (%) 

Sales $555,315 $492,147 ($63,168) -11.4% 
Cost of Goods Sold $306,450 $266,447 ($40,003) -15% 
Total Operating Expenses 
including Capital $528,715 $467,825 $60,890 13% 

 
REQUIRED ACTION #11:  Monitor the budget closely to ensure that actual appropriations or expenditures have not 
exceeded budgeted projections.  All ABC Boards are required to operate within a balanced budget.  When actual sales 
have exceeded the budget and expenses have not met budgeted amounts, the board is required to adopt a budget 
amendment to satisfy this requirement.  G.S. 18B-702(h) states, “Except as otherwise restricted by law, the local board 
may amend the budget at any time after adoption, in any manner, so longs as the budget, as amended, continues to 
satisfy the requirements of this section…Amendments to the adopted budget shall also be provided to the appointing 
authority and the Commission.” 
 
OTHER MATTERS 
 
The Commission’s concern for inventory management practices produced additional procedures and requirements of 
the board.  With additional requirements, the performance audit fieldwork was extended to ensure that practices would 
be implemented and improved.  Commission representatives visited the ABC store to ensure practices such as shelf 
management reorganization, inventory management, and policy implementation are practiced.  Below are additional 
recommendations: 
 

• Continue to follow industry recommendations to improve on shelf management and category placement 
techniques.  Changes and improvements need to be made over time to keep up with industry trends. 
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• Continue conducting inventory checks frequently to ensure an accurate count is noted within the store and 
within the register.  For shipping discrepancies, contact the computer vendor to ensure the best method to 
adjust inventory.  For other discrepancies, continue to document and adjust accordingly. 

• The board has indicated that policies will be implemented, adopted, and forwarded to the NC ABC Commission.  
However, those policies have not been forwarded.  The Commission strongly encourages the implementation of 
policies and procedures to better serve the employees and the operations of the ABC system. 
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