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AUDIT OBJECTIVES 
 
Our objectives were to determine whether the 
Division of Alcoholic Beverage Control 
(Division) adequately enforced the provisions 
of the Alcoholic Beverage Control (ABC) 
Law related to wholesalers through 
investigations and other activities and to 
determine whether the Division took 
appropriate action against those found in 
violation of the ABC Law. 
 

AUDIT RESULTS - SUMMARY 
 
We found the Division needs to take a more 
active role in monitoring wholesaler 
compliance with the ABC Law.  In addition, 
the Division needs to ensure documentation is 
maintained of the investigative actions taken 
and the basis for the decisions made for each 
case involving potential violations of the 
ABC Law.  We identified instances where the 
rationale for the action taken was not 
documented.  However, in cases where a 
penalty was imposed, we found that the State 
Liquor Authority used a consistent approach. 
 
The Division receives monthly price 
schedules from wholesalers regarding the 
products offered for sale to retailers.  The 
Division does not routinely review these 
schedules to identify actual or potential 
violations of the ABC Law.  Instead, the 
Division’s approach is to respond to 
complaints made by retailers and others about 
possible violations.  Our audit identified 
apparent and potential violations that Division 
officials were not aware of.  [Pages 3-6] 
 
The Division has issued hundreds of bulletins 
to the industry to provide guidance.  
However, they are not readily available to the 
licensees.  Therefore, licensees may not be 
aware of all bulletins that affect them.  [Page 
6] 

The Division reviews complaints received and 
determines whether an investigation is 
warranted or whether the case should be 
referred directly to the Division’s Counsel for 
administrative action.  However, the Division, 
which has an electronic case-tracking system, 
does not record and track all complaints 
received.  In addition, information on the 
tracking system is not sufficient to justify why 
a case was handled a particular way.  We 
questioned why some cases were closed 
without action being taken or why some cases 
resulted in only a warning letter being sent.  
[Pages 7-9] 
 
Generally, the Division does not do follow-up 
investigations to ensure violations have been 
corrected.  Division officials maintain they do 
not have sufficient staff to do this.  However, 
the ABC Law requires the Division to prepare 
a biennial report which, among other things, 
assesses the level of staff needed to enforce 
the ABC Law.  We found that Division 
officials have not prepared this required 
report, which is to be submitted to the 
Legislature, nor did they provide us with any 
analysis they have done regarding the need 
for staff.  [Page 10] 
 
Our report contains 11 recommendations to 
improve Division oversight of wholesalers.  
Officials generally agreed with our 
recommendations and indicated they are 
exploring ways to implement them within 
their current budget. 
 
This report, dated August 1, 2006, is available 
on our website at: http://www.osc.state.ny.us. 
Add or update your mailing list address by 
contacting us at: (518) 474-3271 or 
Office of the State Comptroller 
Division of State Services 
State Audit Bureau 
110 State Street, 11th Floor 
Albany, NY 12236 
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BACKGROUND 

 
The New York State Legislature enacted the 
ABC Law in 1934 to regulate the State’s 
alcoholic beverage industry.  The ABC Law 
created the State Liquor Authority (Authority) 
and the Division.  The Authority is a three-
member board of commissioners that oversees 
the work done by Division staff.  At the time 
of our audit, the Division had 141 employees. 
 
The alcoholic beverage industry in New York 
State has three basic tiers: manufacturers 
produce the alcoholic beverages, wholesalers 
distribute them, and retailers sell to 
consumers.  Some manufacturers handle their 
own distribution.  Manufacturers, 
wholesalers, and retailers must be licensed to 
do business in the State.  Division staff are 
responsible for reviewing applications, 
issuing and renewing licenses, and enforcing 
the ABC Law.  The Division has issued rules 
and regulations over the years to provide 
guidance to licensees on complying with the 
ABC Law. 
 
Licensed wholesalers are required to submit 
regular reports and other filings to the 
Division, including monthly price schedules.  
The Division has a two-person Wholesale 
Bureau to oversee these activities.  Other 
units of the Division also handle matters 
related to wholesalers: the Licensing Bureau 
handles applications and renewals, the 
Enforcement Bureau handles investigations, 
and the Office of Counsel (Counsel) handles 
requests for rulings. 
 
The Division has three main offices (Albany, 
Buffalo, and New York City), as well as a 
satellite office in Syracuse.  For State fiscal 
year 2005-06, the Division and the Authority, 
collectively, were appropriated $14.9 million.  
The Division estimated its revenue collections 
for fiscal year 2005-06 would total about $49 

million, consisting of $6 million from fines 
and the rest from licensing fees. 
 

AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Oversight of the Wholesale Industry 

 
The ABC Law sets forth certain requirements 
wholesalers must follow in regard to the sale 
and pricing of their products.  Wholesalers 
may not offer special deals only to selected 
retailers, but must give all retailers the same 
opportunity.  The Division’s approach to 
overseeing wholesaler compliance has been to 
rely on retailers and others to report possible 
violations and then respond to these 
complaints.  We determined the Division 
needs to take a more active role in monitoring 
wholesaler compliance with the ABC Law. 
 

Retail Price Schedules 
 
The ABC Law prohibits certain activities 
related to the distribution and sale of alcoholic 
beverages in the State.  Wholesalers may not 
give discounts, other than for quantity 
purchased or timeliness of payment, nor may 
they give rebates, free goods, allowances or 
other inducements to retailers.  In addition, 
wholesalers may not discriminate by offering 
certain items or prices only to selected 
retailers. 
 
Wholesalers are required to submit monthly 
price schedules to the Division.  There are 
four types of schedules: Schedules of Liquor 
Prices to Wholesalers, Schedules of Liquor 
Prices to Retailers, Schedules of Wine Prices 
to Wholesalers, and Schedules of Wine Prices 
to Retailers.  These wholesaler price 
schedules must list descriptions of all wine 
and liquor items available for sale that month 
and their prices, including any discounts.  A 
wholesaler may only sell - and a retailer may 
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only buy - an item listed in that wholesaler’s 
price schedule and then only for the price 
listed.  We found the Division does not 
routinely review the price schedules to 
identify instances where wholesalers could 
potentially be selling specially priced items to 
select customers, while discriminating against 
others and violating the ABC Law. 
 
For July 2005, the Division received 443 
price schedules, including 73 Schedules of 
Liquor Prices to Retailers (Retail Price 
Schedules).  Of these 73 Retail Price 
Schedules, 25 were one page long, while 13 
were 50 pages or more, including 2 that had 
more than 100 pages.  We selected a 
judgmental sample of 17 of the 73 Retail 
Price Schedules to review, focusing on the 
ones that had more pages and, therefore, more 
items listed.  We found several apparent 
violations of the ABC Law and Division 
regulations, as follows. 
 

• Items without Adequate Descriptions:  
The ABC Law requires the Retail 
Price Schedules to describe the nature 
of the contents for each item listed.  
However, we found six items, all 
combination packages (combination 
packages can include different size 
bottles of the same alcoholic beverage, 
more than one alcoholic beverage, or 
an alcoholic beverage with 
merchandise) on two different Retail 
Price Schedules whose contents were 
not described sufficiently to enable 
retailers to determine the specific 
contents of the packages. 

 

• Items Available for Free:  We found 
two items on one Retail Price 
Schedule that were sold in two 
different size cases for the same price.  
The larger size case appeared to 
include an extra bottle for free, which 
violates the ABC Law.  We also found 

two items on one Retail Price 
Schedule that were listed as costing 
$0.00.  At our request, Division 
officials investigated and determined 
these items were not yet available for 
sale and had been included on the 
price schedule in error. 

 

• Items with More than One Price:  The 
ABC Law prohibits a wholesaler from 
discriminating between retailers 
purchasing the same alcoholic 
beverage.  We found one item on a 
Retail Price Schedule that had two 
different prices, creating the potential 
for price discrimination.  One price 
was for a 24-bottle case, while the 
other was for a 48-bottle case.  The 
24-bottle case cost $0.01, while the 
48-bottle case cost $300. 

 

• Items whose Availability is Limited:  
We found numerous items in one 
Retail Price Schedule that were 
marked as “limited availability.”  The 
ABC Law allows a wholesaler to limit 
the distribution of a particular item by 
demonstrating good cause to the 
Division (e.g., seasonal gift packages), 
which must approve such designations 
in advance.  However, the Division 
has allowed wholesalers to designate 
items as limited availability without 
having to obtain approval in advance.  
Prior approval is important to help 
prevent wholesalers from using 
limited availability to discriminate in 
their prices. 

 
In addition to the apparent violations of the 
ABC Law noted above, we found other 
potential violations.  These involved 
combination packages not marked as limited 
availability that were priced at a significant 
discount of the price of the individual items.  
In one instance, six bottles of vodka plus one 
bottle of whiskey were sold in a combination 
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package for $25, which is less than the cost of 
any single bottle.  Had these bottles been 
purchased separately, they would have cost 
$232 in total.  Because the Division considers 
a combination package as a separate item, the 
listing itself is not in violation of the ABC 
Law or Division regulations.  However, if 
wholesalers were to offer such combination 
packages only to select retailers, it would be a 
violation of the ABC Law. 
 
Division officials were unaware of the 
exceptions we noted until we brought them to 
their attention.  Division officials stated that 
due to limited staffing, they are not able to 
review the Retail Price Schedules.  Instead, 
they expect retailers to be knowledgeable 
about the products they purchase, and to 
complain if a Retail Price Schedule violates 
the ABC Law or if a wholesaler does not 
honor the schedule.  Division officials told us 
that if a problem is brought to their attention, 
they will review the matter. 
 
However, the Division has not established a 
system that makes price schedule information 
readily available to those who need it.  
Monthly price schedules are only available at 
the Division’s three main offices, where 
retailers must sort through voluminous pages 
of listings.  For example, the 73 Retail Price 
Schedules from July 2005 totaled almost 
1,500 pages.  Therefore, it would be difficult 
for a retailer to identify a violation of the 
ABC Law and complain to the Division.  In 
fact, Division officials told us that few 
retailers examine the schedules; mostly it is 
wholesalers coming to review their 
competitors’ prices. 
 
The Division has been working to develop an 
online version of the price schedules.  The 
proposed system would be an electronic 
database that would allow licensed 
wholesalers and retailers to have access 
through the Division’s website.  They would 

be able to search the price schedule database 
by wholesaler or by specific product. 
 
Once the price schedules are computerized, 
the Division should use data analysis 
techniques to review them.  Through queries - 
either built into the system or done on an ad 
hoc basis - the Wholesale Bureau staff will be 
able to identify anomalous entries easier than 
reading through stacks of paper reports.  This 
will improve the Division’s ability to monitor 
price schedules and the wholesalers. 
 
Reviewing the price schedules may uncover 
apparent and other potential violations of the 
ABC Law.  However, further investigation 
may be necessary.  The ABC Law requires 
licensees to maintain certain records of their 
transactions and to make these records 
available to the Division.  We found no 
evidence that the Division regularly reviews 
the records of licensees.  However, we did 
find that such reviews were often conducted 
as part of an investigation in response to a 
specific complaint, such as an allegation of 
discriminatory practices by a wholesaler. 
 
We asked Division officials to assist us in 
arranging access to one or more wholesaler’s 
records.  The ABC Law allows the Authority 
to designate representatives to conduct 
reviews of the records kept by licensees.  
However, Division officials maintained this 
designation only applied to Division staff, not 
to third parties such as the Comptroller’s 
Office.  In addition, Division officials 
declined our request for a Division 
investigator to accompany our auditors to 
visit a wholesaler to facilitate a review of 
records.  Without access to wholesalers’ 
records, we were unable to determine whether 
the apparent and other potential violations of 
the ABC Law we identified on the July 2005 
schedules resulted in preferred pricing being 
offered to select retailers. 
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Amended Price Schedules 
 
The Retail Price Schedules are due to the 
Division by the 5th of the month prior to the 
month the Retail Price Schedule is in effect.  
After the Retail Price Schedules are received, 
wholesalers have a five-day window to 
review their competitors’ Retail Price 
Schedules and amend their own in order to 
meet lower competing prices.  According to 
the ABC Law, only an item already listed can 
be amended, and this can only result in a 
lower price than the one listed on the original 
Retail Price Schedule.  In addition, the 
amended price must be between the original 
price and the lowest competitor’s price.  A 
wholesaler may not lower a price if no 
competitor is lower and cannot lower the 
price below that which the lowest competitor 
is offering.  Also, the amended price cannot 
be higher than the original price.  Under 
certain circumstances, wholesalers may 
submit changes to a Retail Price Schedule 
other than an amendment.  These generally 
require Division approval, particularly if the 
Retail Price Schedule being changed is 
already in effect. 
 
Division staff do not review amendments and 
other changes.  Instead, the Division relies on 
wholesalers and retailers to notify the 
Division of any problems.  Between March 
2005 and July 2005, the Division received ten 
amended Retail Price Schedules.  We 
reviewed all ten and identified six that 
contained apparent violations of the ABC 
Law.  These included three where the 
wholesaler had no competitor for the item 
whose price was amended, two where the 
amended prices were significantly lower than 
what the wholesaler’s competitor was 
charging, and one where some amended 
prices were higher than shown on the original 
Retail Price Schedule. 
 

The Division only receives a few amended 
Retail Price Schedules each month.  The 
schedules received are generally only one 
page long, with only a few items.  Therefore, 
the Division should be able to review 
amended Retail Price Schedules for 
compliance with the ABC Law. 
 

Bulletins Issued to Industry 
 
The Division issues bulletins to clarify the 
procedures licensees must follow to comply 
with the ABC Law and Division regulations.  
At the time of our audit, the Division had 
issued almost 600 bulletins, though some 
have been superseded and others rescinded. 
 
The four Bulletins issued since November 
2004 are posted on the Division’s website; 
bulletins issued before then are only available 
in hard copy upon request submitted to the 
Division’s Public Affairs Office.  However, 
the Division does not have a list of all 
bulletins currently in effect that can be made 
available to licensees.  As a result, licensees 
may not be aware of all bulletins that affect 
them. 
 
In our review of 12 bulletins issued prior to 
November 2004, we found 9 that pertained to 
price schedules, as well as to other matters 
involving wholesalers and retailers.  The 
information contained in these bulletins needs 
to be better publicized to wholesalers and 
retailers so they are aware of current 
guidelines.  The Division should post them on 
its website so that licensees can ascertain 
what bulletins are currently in effect and 
obtain copies of those they deem relevant to 
their operations. 
 

Recommendations 
 
1. Regularly review the monthly Retail Price 

Schedules, as well as all amended 
schedules, for compliance with the ABC 



 
 

 

 
 

 
Report 2005-S-33  Page 7 of 14 

Law.  Follow up on apparent and potential 
violations, including reviewing the 
records of wholesalers and retailers.  

 
2. Ensure wholesalers obtain prior approval 

before they designate items as limited 
availability on price schedules. 

 
3. Develop an electronic price schedule 

database and provide web-based access to 
retailers and wholesalers. 

 
4. Develop queries to search the electronic 

price schedules for anomalous entries to 
improve the Division’s oversight of price 
schedules and wholesalers. 

 
5. Make Division bulletins available to 

licensees on the Division’s website. 
 

Investigations of Wholesalers 
 
The Division receives complaints regarding 
alleged violations of the ABC Law from 
licensees and other individuals, and referrals 
from local police departments or other 
governmental agencies.  The Division’s 
Enforcement Bureau, in conjunction with law 
enforcement agencies, is responsible for 
investigating alleged violations of the ABC 
Law.  When a violation is found, Division 
Counsel is responsible for bringing 
administrative action against the violators. 
 
Complaints and referrals handled by the 
Enforcement Bureau and Counsel since 
January 2003 are entered into a computerized 
tracking system, called the Compliance 
System.  Division staff use the Compliance 
System to document the work done and to 
manage their individual workloads.  Division 
management uses the Compliance System to 
monitor staff workload and to oversee the 
handling of cases. 
 

The Division does not have a formal process 
to record all complaints received, just those 
assigned to the Enforcement Bureau or 
Counsel.  In addition, the Division does not 
maintain documentation to justify the actual 
disposition of these cases, nor conduct follow-
up investigations to ensure violations have 
been corrected. 
 

Controls over Complaints Received 
 
The Division receives complaints from a 
number of sources.  However, the Division 
does not require every complaint received be 
recorded.  Rather, only those requiring an 
investigation or those referred directly to 
Counsel for action are recorded in the 
Compliance System.  As a result, we were 
unable to determine if all complaints and 
referrals received were processed 
appropriately.  Division officials told us that 
they assume that any complaints or referrals 
that do not result in cases were handled 
appropriately. 
 

Documentation of Decisions 
 
We requested a download of all cases on the 
Compliance System, both open and closed, 
from its inception in January 2003 through 
June 21, 2005.  From that, we identified 270 
cases that involved either a wholesaler or a 
retailer charged with violation of wholesale-
related matters.  Among the information 
contained in the download was the nature of 
the complaint.  We selected a judgmental 
sample of 185 cases classified as wholesale 
matters (68), inspection (16), improper 
conduct (42), and miscellaneous (59) from the 
270 cases.  We reviewed the information 
contained in the Compliance System to 
determine whether it appeared that the 
Division had taken appropriate action for 
these cases. 
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Of the 185 cases in our sample, 78 had been 
closed without any action taken against the 
licensee, 23 had resulted in a warning letter 
being sent to the licensee, 61 had resulted in a 
penalty being imposed against the licensee, 
and 23 were still ongoing at the time of our 
review.  We found the Division needs to 
document its justification for the way it 
disposes of cases.  We also found that, in 
regards to monetary penalties, the Authority 
takes a consistent approach among the various 
cases.  We summarized our findings by final 
disposition of the case, as follows: 
 
Closed without any Action 
A Report of Investigation must be submitted 
after the completion of each investigation.  
The report is added to the electronic case 
folder in the Compliance System, along with 
any necessary supporting documentation.  In 
addition, the supervising investigator for each 
main office is required to review each Report 
of Investigation to determine whether to close 
out the case or forward it to Counsel for 
further review and possible action against the 
licensee.  We identified four cases involving 
apparent violations of the ABC Law where 
the Compliance System did not document 
why the case was closed with no action taken 
against the licensee.  The four cases are as 
follows: 
 

• A wine wholesaler was allegedly 
requiring retailers to purchase certain 
brands of wine in order for them to 
purchase other, more desirable brands.  
This wholesaler had previously been 
fined $30,000 for a similar violation.  
According to the Report of 
Investigation, the investigator was not 
able to visit the licensee due to “travel 
constraints.”  He also noted in his 
report that the alleged activities were 
“typical of the industry.” 

 

• A beer wholesaler was allegedly 
giving free beer to retailers as part of a 
promotion.  According to the Report 
of Investigation, the licensee was 
offering a free case of beer for every 
25 cases purchased, though all 
retailers were being offered the same 
deal.  As previously noted, 
wholesalers may not give free goods. 

 

• A liquor wholesaler was allegedly 
offering gifts and services as an 
incentive for retailers to purchase 
certain products.  According to the 
Report of Investigation, the 
investigator inspected the licensee’s 
records and conducted interviews.  
The supporting documents included a 
letter from the licensee acknowledging 
problems with this incentive program. 

 

• A liquor wholesaler was allegedly 
selling to a group of unrelated retailers 
who were ordering together in order to 
receive quantity discounts.  The 
Report of Investigation does not 
describe what work the investigator 
did.  It does reference other related 
cases against the same licensee.  
However, the case numbers were not 
provided nor were we able to identify 
which cases were related. 

 
In addition, in all four cases, the Report of 
Investigation was not signed by the 
supervising investigator.  Further, only two 
were signed by the investigator. 
 
Warning Letter 
Under Division procedures, the supervising 
investigator may issue a Letter of 
Advisement, which is a warning letter to a 
licensee, stating the section of the ABC Law 
that was allegedly violated and advising the 
licensee to comply in the future.  No other 
penalty is imposed, though a Letter of 
Advisement is considered as adverse history 
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for future violations.  Many times, no 
investigation is conducted prior to a Letter of 
Advisement being issued.  The Enforcement 
Bureau does not generally consult with 
Counsel before issuing this letter. 
 
The ABC Law prohibits wholesalers from 
giving free goods to retailers.  We identified 
the following four cases that appear to violate 
this, but none of them resulted in formal 
charges against the licensees: 
 

• A retailer allegedly received free beer 
from a wholesaler.  No investigation 
was conducted before the Letter of 
Advisement was sent. 

 

• A wholesaler allegedly offered gifts 
and services to select retailers.  The 
Report of Investigation stated: “This 
investigation was not completed and 
should be reassigned for 
investigation.”  Instead, a Letter of 
Advisement was sent. 

 

• A retailer allegedly received gift 
certificates from a wholesaler, as 
incentive for purchases made.  
According to the Report of 
Investigation, the retailer received 
about $7,700 in gift certificates. 

 

• A retailer allegedly received gift 
certificates from a wholesaler, as 
incentive for purchases made.  
According to the Report of 
Investigation, the retailer received 
about $3,000 in gift certificates. 

 
There were 33 other cases in our sample of 
185 that involved complaints against 
wholesalers classified as gifts and services.  
Three of these did result in formal charges 
against the licensee, including civil penalties.  
However, the Compliance System did not 
contain documentation to justify why the four 
cases listed above did not result in any action 

against the licensee beyond a letter of 
warning. 
 
Penalty Imposed 
Counsel takes the lead in negotiating with 
violators, overseeing the hearing process, and 
submitting recommendations to the Authority.  
The Authority is responsible for making the 
final decision about any penalty to be 
imposed, including fines.  The ABC Law does 
not specify the amount of a fine, but only 
provides a maximum amount that may be 
imposed.  It is left to the Authority to 
determine the actual amount of the fine for 
any given case. 
 
We found that the Report of Investigation and 
supporting documentation showed sufficient 
work was done for the 61 cases where a 
penalty was imposed.  The penalty imposed 
by the Authority was based on negotiations 
conducted by Counsel.  Our review found 
consistency among the penalties imposed for 
the violations.  We found that when fines 
were imposed the amounts varied according 
to the type of violation, the licensee’s history 
of prior violations, the time period from the 
last violation, and the number of different 
violations covered under a single case. 
 
Ongoing Cases 
For ongoing cases (open cases still under 
investigation), Division procedures require 
investigators to maintain their own notes, 
which are not entered into the Compliance 
System.  Instead, the investigator submits a 
Report of Investigation after the investigation 
is complete.  This means information related 
to an ongoing case is not readily available for 
review.  Division officials would not allow us 
to review information about the 23 ongoing 
cases that were not in the Compliance 
System.  As a result, we could not determine 
if these cases were being handled 
appropriately. 
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Staffing at the Division 
 
The Division does not routinely conduct 
follow-up investigations to ensure that 
violations have been corrected.  Division 
management maintain that, due to limited 
staff available to conduct investigations, they 
have decided to focus on responding to 
complaints and on conducting new 
investigations.  Division management told us 
that they assume the licensee is no longer in 
violation unless and until they learn 
otherwise, generally in response to a 
complaint.  However, we believe that follow-
up investigations can play an important role in 
the enforcement of the ABC Law. 
 
The ABC Law requires the Division to submit 
a biennial report to the Legislature on a 
number of topics, including the appropriate 
ratio of licensees to investigators to ensure 
compliance with the ABC Law.  However, the 
Division does not prepare this report.  
Division officials were unable to provide us 
with any formal analysis of the optimal 
staffing level needed to enforce the ABC 
Law, even though they acknowledge a 
shortage of staff to do follow-up 
investigations. 
 

Performance Measurement 
 
The Division should have a system to 
measure the progress of a case.  Such a 
system should track a case as it goes through 
the various stages, such as investigation and 
negotiation, to ensure it is progressing in a 
timely manner and to identify delays.  The 
Division’s Compliance System captures data 
that could be used to track cases from start to 
finish.  However, the Division has not 
established performance standards as to how 
long a case should take through key stages of 
the process. 
 

We used the data available in the Compliance 
System to identify certain key dates, or 
milestones, in the Division’s process for 
handling cases.  For example, the Compliance 
System provides data regarding how long it 
takes to assign a case, how long it takes to 
complete an investigation, and how long it 
takes to negotiate with a licensee. 
 
A case can go either to the Division’s 
Enforcement Bureau for investigation or 
directly to Counsel for administrative action.  
Of the 270 cases from our download, 146 
were assigned to an investigator, 72 went 
directly to an attorney and 52 did not require 
further action by the Division. 
 
We determined that the 146 cases requiring an 
investigation took an average of 314 days to 
complete.  The 72 cases that went directly to 
Counsel took an average of 118 days to 
complete.  Using the milestones we 
developed, we analyzed these 218 cases and 
identified 16 which took substantially longer 
than the rest.  Seven cases took more than 
three months for the attorney assigned to 
complete negotiations with the licensee, and 
nine cases took more than three months for 
the investigator to complete the investigation.  
While we did not make a determination as to 
whether such delays were justified, we 
believe that it would be useful for the 
Division to have a formal system to identify 
cases that are experiencing delays so they can 
make such a determination.  

 
Recommendations 

 
6. Develop a process for recording all 

complaints and referrals received. 
 
7. Ensure documentation is maintained to 

justify the decisions made for each case, 
including review and approval by a 
supervising investigator. 
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8. Develop guidance on when issuing a 
Letter of Advisement is appropriate. 

 
9. Conduct follow-up investigations to 

ensure violations have been corrected. 
 
10. Prepare the biennial report to the 

Legislature as required by the ABC Law, 
including an analysis to determine the 
optimal number of investigators needed to 
enforce the ABC Law. 

 
11. Develop standards for how long it should 

take to process a case, establishing various 
benchmarks throughout the process.  
Monitor progress of cases against 
standards developed and look into cases 
that take longer than the standards 
established. 

 
AUDIT SCOPE AND METHODOLOGY 

 
We conducted our performance audit in 
accordance with generally accepted 
government auditing standards.  We audited 
the Division’s oversight of wholesalers’ 
compliance with the ABC Law for the period 
January 1, 2003 through November 23, 2005.  
To accomplish our objectives, we met with 
Division officials and staff.  In addition, we 
reviewed the provisions of the ABC Law, the 
Retail Price Schedules on file for various 
months in 2005, the electronic case folders on 
the Compliance System, and information 
about payments received relating to penalties. 
 
We also obtained a download of selected 
fields from the Compliance System, which 
had information on cases started between the 
implementation of the Compliance System in 
January 2003 through June 21, 2005 (the date 
of the download).  From the download, we 
identified 270 cases involving either a 
wholesaler or a retailer charged with a 
violation of wholesale matters.  From this 
population of 270 cases, we drew a 

judgmental sample of 185 cases involving 
specific violations relevant to the objectives 
of this audit. 
 
In addition to being the State Auditor, the 
Comptroller performs certain other 
constitutionally and statutorily mandated 
duties as the chief fiscal officer of New York 
State, several of which are performed by the 
Division of State Services.  These include 
operating the State’s accounting system; 
preparing the State’s financial statements; and 
approving State contracts, refunds, and other 
payments.  In addition, the Comptroller 
appoints members to certain boards, 
commissions and public authorities, some of 
whom have minority voting rights.  These 
duties may be considered management 
functions for purposes of evaluating 
organizational independence under generally 
accepted government auditing standards.  In 
our opinion, these management functions do 
not affect our ability to conduct independent 
audits of program performance. 
 

AUTHORITY 
 
The audit was performed pursuant to the State 
Comptroller’s authority as set forth in Article 
V, Section 1 of the State Constitution and 
Article II, Section 8 of the State Finance Law. 

 
REPORTING REQUIREMENTS 

 
Draft copies of this report were provided to 
Division officials for their review and 
comment.  Their comments were considered 
in preparing this report, and are included as 
Appendix A.  Division officials generally 
agreed with our recommendations and 
indicated they are exploring ways to 
implement them within their current budget. 
 
Within 90 days of the final release of this 
report, as required by Section 170 of the 
Executive Law, the Chairman of the State 
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Liquor Authority shall report to the Governor, 
the State Comptroller, and the leaders of the 
Legislature and fiscal committees, advising 
what steps were taken to implement the 
recommendations contained herein, and where 
recommendations were not implemented, the 
reasons therefor. 

CONTRIBUTORS TO THE REPORT 
 
Major contributors to this report include 
Frank Houston, Cindi Frieder, Christine Rush, 
Jennifer Paperman, Andrew Davis, Resa 
Ostrander, Jennifer Sandman, Nisha Thomas, 
David Wilkes and Paul Bachman. 



 
 

 
APPENDIX A - AUDITEE RESPONSE 
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*State Comptroller’s Comment: The Legislature provided the State Liquor Authority 
about $16.7 million  for State fiscal year 2006-07 representing nearly $1.8 million 
(11.8 percent) in additional funding over 2005-06 levels.  This included specific 
funding to hire nine additional field investigators.  The Governor vetoed the 
Legislature's funding for the field investigators and other appropriations citing 
constitutional concerns.  

* 




