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LCBO Consignment Program Guidelines

Program Description

This paper provides an overview of the LCBO Consignment Program.  The program enables suppliers and their Ontario agents to provide LCBO customers with convenient access to brands not purchased for sale in LCBO retail outlets.

Under the program, the LCBO may place orders with participating suppliers at the request of a participating Ontario agent, arrange shipping, and warehouse product in Ontario.  Participating agents may then solicit customer orders for the product, in case lots, and arrange timely delivery to the customer.

In order to ensure appropriate and cost-effective management of inventory held in Ontario by the LCBO for this purpose, the LCBO has established eligibility criteria and performance standards for agents and suppliers interested in participating.  Ordering privileges are earned (and retained) by an agent achieving specified sales and inventory performance standards for their suppliers’ products.  Order quantities, privileges and inventory limits are defined as follows.

	Tier
	Eligibility
	Order Placement
	Order Amounts
	Maximum Inventory Allowance 

	One
	Agents that process at least 2,500 cases every 12  months


	Anytime, provided on hand or in transit amounts are below established inventory maximum limits
	At least 15 cases per product order


	A specific on hand and in transit limit to be set per agent that is derived from the minimum expected turn rate and last 12 months sales at the time of review that will be reviewed/ adjusted semi-annually.



	Two
	Agents that process between 2,000 and 2,499   cases every 12 months


	Anytime, provided on hand or in transit amounts are below established inventory maximum limits
	At least 15 cases per product order


	On-Hand Inventory of 400 cases of all SKUs

In-Transit Inventory of 400 cases of all SKUs

 

	Three
	Agents that process between 1,500 and 1,999   cases every 12 months


	Anytime, provided on hand or in transit amounts are below established inventory maximum limits
	At least 15 cases per product order



	On-Hand Inventory of 325 cases of all SKUs

In-Transit Inventory of 325 cases of all SKUs



	Four
	Agents that process between 1,000 and 1,499   cases every 12 months


	Anytime, provided on hand or in transit amounts are below established inventory maximum limits
	At least 15 cases per product order


	On-Hand Inventory of 250 cases of all SKUs

In-Transit Inventory of 250 cases of all SKUs



	Five
	Agents that process between 500 and 999   cases every 12 months


	Anytime, provided on hand or in transit amounts are below established inventory maximum limits
	At least 15 cases per product order


	On-Hand Inventory of 175 cases of all SKUs

In - transit Inventory of 175 cases of all SKU’s



	Six
	Agents that process between 200 and 499   cases every 12 months


	Anytime, provided on hand or in transit amounts are below established inventory maximum limits
	At least 15 cases per product order


	On-Hand Inventory of 125 cases of all SKUs

In – transit Inventory of 125 cases of all SKU’s




“Niche-product” exception, orders will be allowed but limited to a maximum of 3 orders per month less than 15 cases for skus with a consumer price of $35 a bottle or more (to be seized for retail sale after 30 days).  These products are to be included in the agent’s allowable maximum inventories total. 

The LCBO reserves the right to amend these tier requirements from time to time as needed to meet operational requirements. 

Agent Responsibilities

Participating agents are responsible for determining order quantities and frequency, subject to the limits set out above, and are accountable for maintaining sales and inventory performance:

Agents must meet the 12-month sales and inventory targets set out in the Program Description section above.  Agent sales will be reviewed on a semi annual basis in January and July. Existing Consignment Agents that fail to make the 200 case target will be removed and are ineligible for consignment space for 24 months. In addition, agents who are not actively placing new purchase orders for a period of 6 months will be removed from the program.  
 Based on the results of this review, the LCBO may take any of the actions outlined below: 

· Sales made through alternative program types such as Private Orders, will not be considered in determining consignment thresholds.

· Agents that expand sales and achieve criteria for participation at a higher Tier are eligible for an increase in privileges.  Only sales placed through the consignment program will be used in considering an increase in consignment space.  
· Agents that experience declining sales and do not continue to meet the performance criteria set out for their current Tier are subject to a curtailment of their privileges.

· Participating agents must enter into separate contracts with the LCBO. 

Participating agents must disclose the nature of the transaction between LCBO and the customer, and the LCBO price for each product, in a form acceptable to the LCBO, including:

· Providing all customers with a written invoice upon payment that clearly identifies the LCBO price for the product sold.

· Clearly indicating on the Agent’s price list that it does not sell beverage alcohol but rather may arrange for the customer to purchase it from the LCBO, that prices included on its price lists include the LCBO sale price, and that LCBO sale prices are available on request.

LCBO Services and Fees

Participating agents pay fees for storage as indicated below, 

· Free storage for the first 60 days beginning upon release of items for sale in the warehouse. 

· $ 0.50 per case per month between days 61 – 90

· $ 1.00 per case per month between days 91 – 120

· $ 2.00 per case per month between days 121 – 150

· $ 4.00 per case per month between days 151​​​​​​​ – 180

Where any portion of a Shipment has not been sold within 180 days of the Release Date, the unsold Liquor Products may be discounted in price by 25% from the amount originally provided for in the LCBO’s purchase order issued to the Supplier and such products may thereafter be resold by the LCBO through it’s normal retail channels or otherwise disposed of in its discretion.  

Any remaining inventory not acquired for sale through the LCBO retail system may be destroyed or returned to the supplier at the expense of the agent. 

If any inventory of a SKU is reduced in price, sent for destruction, returned to supplier or transferred to another jurisdiction, no new order shall be placed for that SKU for at least 12 months thereafter. 

Agents will be responsible for additional charges as outlined in schedule, “A” which may be amended from time to time at the discretion of the LCBO. 

Payments to Vendors will be made by the LCBO upon depletion of the purchase order.

Products returned will be accepted by the LCBO up to six months after sale.

Trade samples may be purchased by the agent at full retail cost.

Application Requirements

At the time of application, agents must supply:  

a. A valid AGCO manufacturer's representative licence;

b. A completed application form;

c. A copy of the agent’s appointment to act as agent for the supplier(s) on supplier letterhead; 

d. Where the applicant is a corporation, a certificate of status or similar good standing certificate dated not more than 30 days prior to the application;   

e. A non-refundable application fee of one hundred dollars ($100.00)

f. A business plan 

New applications are reviewed quarterly in January, April, July, and October of each year. 
Program participation is limited and there is a waiting list for entry into the program. New entrants will be admitted when space becomes available and the applicants have met eligibility requirements. 

Approval Criteria

An agent/supplier will be approved for the program if an application is received that contains the information listed under “Application Requirements” above, and if in the opinion of the LCBO, the business case demonstrates the following:  

1. The agent and supplier, as applicable, have demonstrated the capacity to process orders in sufficient volumes to participate in the program at the specified Tier. 

2. The LCBO is satisfied that the applicant will comply with the terms and conditions set out in the Agent contract.

3. The agent must have as a minimum one full year as an agent and actively ordered through Private Stock. In addition the agent must have achieved sales in excess of 200 cases annually while waiting admittance.  (excludes general list and vintage sales)  
Participating agents will be required to provide performance security in the form of funds paid or payable to the LCBO (certified cheque, bank draft, credit card or letter of credit) equal to $1,000 to be held by the LCBO until termination of the Agent Agreement.  Upon termination of the Agent Agreement, the LCBO may apply all or any part of the performance security to amounts owed by the Agent and the Supplier to the LCBO including costs the LCBO may incur in disposing of outstanding inventory.  Any performance security that remains will be repaid to the Agent without interest.

Inventory Management and Clearance

· Agents are expected to manage inventory of their suppliers’ products very carefully.  Agents will be accountable for the product that they order and should consider potential sales very carefully before ordering significant quantities.  

· Should performance necessitate a reduction in privileges to a lower Tier, or removal from the program, any excess (or remaining) inventory will not be acquired for sale through the LCBO retail system.  

· Excess inventory following demotion to a lower tier must be reduced to the maximum allowable limit for the new tier within six months.  Any excess inventory on hand at the end of the 6 month period will be:

· Returned to the supplier, forwarded to another liquor jurisdiction or destroyed, all at the expense of the agent.

An agent may not apply for re-instatement following termination until at least 24 months after the last remaining inventory has been removed from the warehouse.

Following a demotion of tier level, an agent must remove all excess inventory to the maximum allowed under the new tier before they will be considered for promotion as part of normal review process.

Notes: Sales refers to transactions between LCBO and it’s customers that are “Processed” by an agent and payment received by the LCBO. “Processed” means accepting and submitting orders for product from customers, typically collecting and remitting payment to the LCBO on behalf of customers and delivering (or confirming receipt of) orders to customers from the LCBO’s pick up warehouse.

The “price list” is the item (document, brochure, website, etc.) used by the agent to advise customers of product selection, availability and pricing.   

Submissions will be held in confidence by the LCBO as required under the Freedom of Information and Protection of Privacy Act.

“Program Guidelines” means the guidelines established by the LCBO for the operation of the Consignment Warehouse Program and they may be amended from time to time by the LCBO in its sole discretion.  
SCHEDULE "A"

Selected Fees and Charges 
(as of July 1st 2008)

Storage Charges



Participating agents pay fees for storage as indicated below, 

· Free storage for the first 60 days beginning upon release of items for sale in the warehouse. 

· $ 0.50 per case per month between days 61 – 90

· $ 1.00 per case per month between days 91 – 120

· $ 2.00 per case per month between days 121 – 150

· $ 4.00 per case per month between days 151​​​​​​​ – 180
Other Fees

· Re - Stocking




-
$10.00 per invoice

· Re - Invoicing




-
$10.00 per invoice

· Rush Fees




-
$15.00 per customer invoice





$ 5.00 per additional invoice to same customer 

· Disposal Fee




-
$5.00 per case + actual incurred costs

· Re – Work 




-
as applicable

· PO Amendments (including price changes)  
-
$ 25.00 per change

· Late pre-pick submissions


-
$25.00 per pre-pick batch
Fees are subject to applicable taxes.

The LCBO may at any time revise such fees or charges and any other fees or charges under these guidelines, or impose additional fees or charges in accordance with the Program Guidelines.  The LCBO shall provide written notice of any revised or additional fees or charges to the Agent.  Any revised or additional fees or charges shall be effective as against the Supplier and Agent thirty (30) days, unless otherwise specified, after the Agent receives notice of the same.  
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