DI STRI CT OF COLUMBI A
+ + + + +

ALCOHOLI C BEVERAGE CONTROL BOARD
+ + + + +

MVEETI NG

IN THE MATTER OF:
Ani ket Shah Fact -
t/a Utra Fi ndi ng
360 West 43rd Street Heari ng
New York, N.Y. 10036
(Unli censed)

July 9, 2014

The Al coholic Beverage Control
Board nmet in the Al coholic Beverage Control
Heari ng Room Reeves Buil di ng, 2000 14th
Street, N.W, Suite 400S, Washington, D.C

20009, Chai rperson Ruthanne M Il er, presiding.

PRESENT:

RUTHANNE M LLER, Chai rperson
NI CK ALBERTI, Menber

DONALD BROOKS, Menber

M KE SI LVERSTEI N, Menber
HECTOR RODRI GUEZ, Menber
JAVES SHORT, Menber
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P-ROCEEDI-NGS
(2:58 p.m)

CHAI RPERSON M LLER: Al right.
W are one mnute early, but are the parties
here for Utra?

COURT REPORTER: Ms. Ml er, |
think you need to turn your m ke on.

CHAI RPERSON M LLER. | do, sorry.
kay. So our next case is another Fact-
Finding Hearing for Utra |ocated at 360 West
43rd Street in New York, not |icensed at the
tinme.

kay. So if we can start with
just introducing yourself for the record?

MR, SHAH Okay. So |I'm Ani ket
Shah and |I'mthe founder and officer for
Utra.

CHAI RPERSON M LLER  You're the
what ?

MR. SHAH O ficer.

CHAI RPERSON M LLER  Okay. So |

know you have been sitting in the hearing
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room There have been different types of

heari ngs here, so none of these are under

oath. They are to gather whatever infornmation
Is relevant to the issue before us and your

I ssue is very different fromthe previous
ones.

And | know that you gave us sone
material to | ook at ahead of tinme. | know
that this is an order to cease and desi st
because the Board interpreted the on-1line
sales and etcetera as soliciting without a
| i cense under our regul ations.

kay. So | think you have sone
| deas that you want to share with us as far as
how t o approach getting your |icense to conply
with our -- well, getting you a license in
whi ch you woul d be conplying with our
regul ations. That's kind of ny understandi ng.
| don't know whether | franed that quite
correctly, but I know you would |ike to
operate in the District.

And so we want to take a | ook at,
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you know - -

MR SHAH. W are purely a
technol ogy -- sorry.

CHAI RPERSON M LLER:  Go ahead.

MR SHAH. W are purely a
t echnol ogy conpany. So we operate in Chicago,
New York and New Jersey, Hoboken and Jersey
Cty. In all of these areas, we don't operate
as a licensee. W operate as a technol ogy
conpany. There are other conpani es that
provide simlar services as us, which is allow
W ne stores to sell on-Iline.

CHAI RPERSON M LLER:  Yes.

MR. SHAH. Then t hrough BevMedi a,
W neFet ch, which are basically a structured
website programthat allow the wine store
owners to add their inventory. People will go
i n and, you know, on onto those sites and buy
what ever they want to buy.

Qur concept is no different, so we
are hoping to not becone a |icensee, but at

the sane tine be conpliant wwth any D.C. Laws
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and Regul ati ons that govern our operations.

So from background, there are
states such as Texas and California that have
| aws or guidelines, advisories that kind of
provi de guidelines to operations |ike ours or
t echnol ogy conpanies |like ours to operate or
provi de services to the |licensees in those
st at es.

We don't have any specific -- |
don't have any specific suggestions for you to
follow. It's just that there are going to be
nore and nore conpanies |ike us operating in
D.C. and not -- you know, it's Kkind of
difficult for a regulator to actually | ook at
all these different technol ogy conpani es
because they m ght be doing simlar thing, but
In different ways.

CHAI RPERSON M LLER  Ri ght.

MR. SHAH So there is not I|ike
one fit all regulation that you m ght want to
-- you know, it mght be -- you know, |'mjust

speculating that in the future you m ght
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actual ly get nore cases where people are doing
simlar things as us.

So | don't really have a broad,
you know, |ike any comment on that, but just
that how -- why alcohol is sold on-line is
changi ng, how peopl e are buying is changi ng
over tinmne.

And, you know, the old rules of,
you know, what is solicitation, you know,
pl acing an ad in newspapers. Nowadays nobody
pl aces -- | nmean, you know, as you know for
D.C. on-prem se and off-prem se |icensees.
They don't sell as nmuch al cohol because of
their advertisenents in newspapers as nuch as
they -- because of their ads on Yelp! or on
Googl e.

| don't have specific nunbers for
you to, you know, support that fact, but it's
just, you know, what is going on around us
that small businesses are using these
t echnol ogi es nore and nore and separati on

bet ween marketing, solicitation and technol ogy
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and actually, you know, the old definition of
what is solicitation is, you know, in ny
opi ni on at | east, changing over tine.

Texas and California. California
was the first state to actually conme up with
specific advisory because they have the npst
technol ogy conpany, so it's in their interest
to actually reduce the nunber of individual
cases that mght conme up in front of them

So they cane up with this advisory
whi ch goes into the details of, you know, just
core or specific areas, but, you know, the
pricing of the products, inventory control,
order acceptance, who collects the paynents.

CHAI RPERSON M LLER:  Yes.

MR, SHAH  Delivery
responsibility, itemverification. So it kind
of goes into those aspects that you can use in
the future. You know, if you do decide that
this is something that you want to provide
nore gui dance over, you can do that.

Specifically com ng back to ny
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case, we were di nged because we were accepting
credit cards on our site directly that was
very specifically prohibited, but
beerri ght now. com was before you and --

CHAI RPERSON M LLER  Ri ght.

MR SHAH -- it was not our
i ntention to actually, you know, ignore that
case and go ahead and sell. Just that there
are ot her instances where sonething simlar
nature was not acted upon by the Board.

So we assuned that, for exanple,
deal sites that collect paynents up front from
on-site |icensees where, you know, a
restaurant mght sell a deal for food and
beverages on-line through G oupon and G oupon
collects the funds up front and sends 50
percent of the funds as, you know, their
remttance and they keep actually 50 percent,
which is significant.

But that case had cone up in front
of NYSLA, New York State Liquor Authority, and

the state liquor authority had deened it to be
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not significant, taking into consideration
overall revenues of a restaurant.

So, you know, no restaurant can
afford to give out 50 percent of their
proceeds on an ongoi ng basis, so they m ght
run a G-oupon on it on a basis where, you
know, they m ght get custoners. So that does
not -- you know, would not be a significant
portion of their overall revenue.

So fromthat point, they had ruled
that the significant, you know, transactions
from-- for third-party, it wasn't significant
just based on that criteria. So we |ooked at
t hat nodel as sonething that was not, you
know, | ooked at in D.C. as illegal, so we used
that nodel. But now, you know, we do realize
that, you know, we need to change it because,
you know, obviously of this order, because of
this order.

So we are going to, you know, if
your approval, allowthe licensee in D.C. to

actual ly charge the cards directly and we
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won't store any information at our end. So
that may, you know, hel p nmake our operations

| egal just fromus not being the |icensee, you
know.

CHAI RPERSON M LLER  So does t hat
mean you wi Il advertise on-line, but the
charges will go to the licensee? You won't
have anything to do directly with the
fi nanci al exchange?

MR SHAH Yes. So --

CHAI RPERSON M LLER:  Then t he
| icensee will pay you sonething? Ckay.

MR, SHAH Yes, so that way we
don't actually store any credit card
i nformation. Any refunds, so if, for exanple
-- it's quite possible, it hasn't happened to
us in D.C., but for exanple a m nor orders on-
line and they want a delivery, in that case if
the credit card information is sent directly
to the retailer, they will attenpt to do the
delivery, which their owner 100 percent w ||

be doing, they will check the ID. And if that
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person is a mnor, they will take that order
back and they will just cancel that charge
directly at their end.

So this is very simlar to the
W ne store websites, you know, the nodel from
W neFet ch or Beverage Media where the w ne
store has direct control over the paynents.

CHAI RPERSON M LLER.  So the
| icensee will have control over delivery. You
won't have anything to do with delivery
either? So your role will be advertising and
taking the orders?

MR, SHAH Yes, it's purely
t echnol ogy because nost ot her websites, at
| east fromour -- you know, when we deci ded on
doi ng this business, was that 95 percent of
t he al cohol sales take place locally. But
nost of the websites are designed for distance
sal es.

And in bigger cities, the rents
for properties are -- you know, the rents of

Wi ne store locations are higher. So their
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prices are higher. So they cannot conpete on
price, which is a primary driver for the other
peopl e to buy wi ne on-Iline.

So they m ght buy wine froma | ow
price store in different state than in D.C
So D.C. stores they m ght have a website, but
they m ght not get a |ot of business through
that website. So we are actually, you know,
offering thema sol ution where they can
actually sell to their local custoners and the
custoners like it, because they can see how
long it will take themto get the delivery of
t he products.

CHAI RPERSON M LLER:  Yes.

MR. SHAH. When sonebody wal ks
into a store and they don't know the different
i nformation on the wine, so if a store has 100
different bottles of wine, you know, they
m ght not have that description of those
wines. So as a custoner, it beconmes difficult
for the custonmer to get information before

buyi ng, so there is, for exanple, 10 different
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ki nds of zinfandel from California within $10
to $20, so it becones nmore difficult for a
custonmer to nake the deci sion.

So by havi ng di scussi on on our
side, it makes it easier for themto nake a
nore informed decision. So that's slightly
different than the regular website that w ne
stores use currently.

CHAI RPERSON M LLER  Yes, okay.
Who el se has questions?

MEMBER ALBERTI: | do.

CHAI RPERSON M LLER:  Yes, M.

Al berti?

MEMBER ALBERTI: M. Shah, thank
you for the advisories, |"msure they will be
very hel pf ul

| sort of want to take a step back
to sort of fully understand how your -- what
you are offering and how this all works.

So you currently only have one
client in D.C, is that --

VR, SHAH: Yes.
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MEMBER ALBERTI: -- client --
okay.

MR, SHAH  Yes.

CHAI RPERSON M LLER:  And what
portion of their inventory is on your website?
How do they decide? |If not all of it, how do
t hey decide what to put on your website?

MR. SHAH | don't have the exact
person to -- but | believe it is anything
between 20 to 30 percent. It mght to be 30
to 40 percent, because --

MEMBER ALBERTI: O their
I nventory?

MR, SHAH  Yes.

MEMBER ALBERTI: Ckay.

MR. SHAH. Because the POS system
that they use may not have all the
I nformation, which is needed for selling on-
line. So --

MEMBER ALBERTI: Ckay.

MR, SHAH  -- when sonebody wal ks

into the store, they don't need to know -- the
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store owner doesn't need invent -- the
description of the product in their PGS,
because that's useless information. Nobody
sees it.

MEMBER ALBERTI: Right.

MR SHAH And it was a nanual
process for ny partner store to actually
provide us with that information. So he said
these are the products that we think are going
to sell the nost on the site, so they provided
to us, but | can get you that infornmation.

MEMBER ALBERTI: Ckay. No, that's
just I"'mcurious. No, that's fine, that's
fine. Just so we get a general picture. So
what do you -- when | go onto your website,
what would | see? Wuld | see pictures of
this, lists? | nean, what would | see?

MR SHAH It's no different from
any other website for w ne stores.

MEMBER ALBERTI: Ckay.

MR. SHAH So the only difference

I s people have to enter their ZI P Code and
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they see inventory right away, just because,

you know - -
MEMBER ALBERTI: There is a search
engine? | can search for a particular w ne?
MR SHAH  Yes.
MEMBER ALBERTI: That sort of
t hing? Okay.
MR. SHAH Yes, so there is a
search bar, you know, that people can -- there

Is two versions. One is the nobile version
and one is the desktop version. So nobile
doesn't have a search feature, but the desktop
one does, because of the size, you know,
problens. You don't want to have a | ot of
gadgets or w dgets on our webpages. So if
it's a nobile, you don't want to clutter the
screen, so it doesn't have a search, but you
can filter by price.

You can filter by region or
al cohol type and any special features |ike
red, white, sparkling, those certain things

that custonmers mght find to filter and nake
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a purchase.

MEMBER ALBERTI: So now | choose
product, choose quantity or whatever, all
right, and this conmes to you. How does the
i nformation get transferred to the store
owner ?

MR. SHAH So the store can get a
fax, a text nessage, and an email.

MEMBER ALBERTI: Al right. Ckay.

MR SHAH So it helps them you
know, whichever way is better for themto get
that alert, because in sone ways they need a
faster turn around time, because this is not
a two-day delivery.

MEMBER ALBERTI: Right.

CHAI RPERSON M LLER:  Yes.

MR, SHAH But fromthe 16
m nutes, so they want to be notified as soon
as possi bl e.

MEMBER ALBERTI: GCkay. So they
are notified and they put it together and they

send out a delivery person with the product?
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MR. SHAH. Yes, they do.

MEMBER ALBERTI: Now, originally
your role was you take all the information
you take the nane and address of the person to
whomthis is going? |Is that correct? Wat
I nformati on do you take on the custoner?

MR SHAH. W don't take any
I nformation other than what is needed to
conpl ete the order

MEMBER ALBERTI: VWhich is what?

MR, SHAH  So shi ppi ng address,
billing address, delivery tinme if it's
specific.

MEMBER ALBERTI: So you don't
actual ly take the nanme of the person?

MR. SHAH. To register on our
site, they just need an emai| address and
choose a password.

MEMBER ALBERTI: Ckay.

MR SHAH. W don't actually have
-- we don't need any other information to run

our service. W don't need -- we are not
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ri ght now coll ecting any other information.

MEMBER ALBERTI: Okay. Okay.
Well, before you got the cease and desist, |
nmean how -- you had to get a nane for paynent,
right?

MR. SHAH. Nane for paynent?

MEMBER ALBERTI: Yes. | nean, you
had to get a billing address.

MR. SHAH Right, yes, of course.

MEMBER ALBERTI: So you were
getting that information. But you don't
necessarily need that if you are not doing the
billing. |Is that correct?

MR SHAH: Yes. No. The thing is
we -- even under the new process, you don't
need to collect that information because the
credit card is entered on our site, but it is
transferred to the nmerchant account of the
store.

MEMBER ALBERTI: Ckay. Ckay. But
originally, it was -- you were handling all

that and you were handling the process?
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MR. SHAH R ght.

MEMBER ALBERTI: And then
transferring the --

MR, SHAH  Yes.

MEMBER ALBERTI: GCkay. So okay
under this new nodel that you are proposing,
how woul d that account -- the accounting
happen? | nean, you would get the billing
address and the credit card information from
the client, right? And then just ship that
over to the owner, to the retailer or would
you sonehow pass this information directly to
t he processor?

MR. SHAH So the processor gets
any information that is entered on our site.

MEMBER ALBERTI: By processor you
mean - -

MR. SHAH. The processor w |l get

MEMBER ALBERTI: Who is the
processor?

MR. SHAH But the processor
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account is the store's account, not our
account .

MEMBER ALBERTI: So they would --
|"mnot very technically literate.

MR. SHAH: No, that's fine, sure.

MEMBER ALBERTI: Al right. 1'm
trying to understand what's happeni ng, but |
really don't know the details. So they would
have to give you sone authorization to direct
-- to sort of tap into their processor, right?
To the processor being a bank. Let's say
essentially it's a bank. It may go through
Some conpany.

MR. SHAH R ght.

MEMBER ALBERTI: But it's a bank.

MR, SHAH  Yes.

MEMBER ALBERTI: |Is that right?
Eventually it gets to -- so they have to all ow
you to sort of access that conduit to the
bank, right?

MR, SHAH  Yes.

MEMBER ALBERTI: |Is that a problem
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for then? | nmean, how does that --

MR. SHAH The way -- maybe | can
explain it.

MEMBER ALBERTI:  Sure.

MR. SHAH. There is a code. So
after they authorize that nanme and they
regquest our store to use authorize.net. As
well, it's, you know, US' biggest paynent
processor.

MEMBER ALBERTI: Ckay.

MR. SHAH  Because they have
pretty good software, so we, you know, advise
our partner stores to us that.

MEMBER ALBERTI: Al right.

MR. SHAH. And they give you an
I D. So each account has an I D.

MEMBER ALBERTI:  Yes.

MR, SHAH That is entered in a
specific location on our site in the back-end.
MEMBER ALBERTI :  Yes.

MR SHAH So that IDis sonme sort

of key that connects the paynent nmade by the
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custonmer to that store's nerchant account.

MEMBER ALBERTI : Merchant account,
okay.

MR SHAH So that is the key. So
we w Il have probably 10 different stores with
10 different keys, you know.

MEMBER ALBERTI: Ckay.

MR SHAH. So their paynents --
you know, so for exanple in New York, if we
cone up with a systemlike this, the New York
store will have their key. D.C store wll
have one different key. So when a D.C
customer will enter their information in our
website --

MEMBER ALBERTI : Yes.

MR. SHAH -- that -- through our
program that key will connect to that D.C
store's nerchant account, but not New York
stores nerchant account.

MEMBER ALBERTI: Right, right,
right, because it connects?

MR, SHAH  Yes, exactly.
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MEMBER ALBERTI: You know where
the nmerchandise is comng from so you connect
the key to that.

MR. SHAH. Exactly. And our
software will pick up the current key for a
certain nerchant.

MEMBER ALBERTI: Gotcha. So that
much | can under st and.

MR, SHAH  Yes.

MEMBER ALBERTI: Al right. Thank
you that was very helpful. You did a good job
expl ai ni ng that.

MR. SHAH. Thank you.

MEMBER ALBERTI: A trick question
here. Can store X in D.C have nore than one
access key? So they give you one that no one
-- you are the one they give it to? Can they
do that? Can they have several --

MR. SHAH. They can if they want.

MEMBER ALBERTI: -- at access.net?

MR SHAH |If they want to have

mul ti pl e vendors. So, you know, |I'm
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predicting that the conpetition for -- you
know, | think there is already sone other
al cohol dink or whatever operating in D. C
doi ng the sane thing.

So if ny vendor partner decides to
work with themas well and they don't want to
make transactions fromthese two different --

MEMBER ALBERTI: Right.

MR, SHAH -- partners, then they
wll see we need two different accounts, just
so that we can get our accounting separate.

MEMBER ALBERTI : Separ at e,
correct.

MR, SHAH But that is --

VMEMBER ALBERTI: They want to know
who is doing the best for them

MR, SHAH  Exactly. But that's
t hei r deci si on.

MEMBER ALBERTI: Right.

MR. SHAH. And one thing | forgot
to add, you know, once the store gets an

order, they actually physically have to
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confirmthe order, so they have to click about
and say we accept this order, so it's not
automati c.

So it's not our decision that a
reorder has to be conpleted. So it's the
store's decision if they are going to conplete
the order or not, so it's their decision.

MEMBER ALBERTI: Yes. | want to
t hank you for com ng and providing this
I nformati on and just conment that you are
stretching us, this is a challenge to figure
out. But | -- so but | do appreciate it.
Thank you. Thank you for comng. | have
not hi ng el se.

CHAI RPERSON M LLER:  Yes, M.
Short ?

MEMBER SHORT: (Good afternoon. |
too, |ike nmy coworker appreciate the
I nformation you shared with us. And it just
sounds like it is working out pretty good for
you so far or have there been any glitches?

MR. SHAH. There aren't any
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glitches.

MEMBER SHORT: You nenti oned
earlier about an order that didn't have to be
filled. So soneone puts their credit card in
your site to order wine, you are in D.C., the
merchant doesn't fill it, what then happens?

MR. SHAH. The nerchant doesn't
confirm

MEMBER SHORT: Doesn't confirm

MR, SHAH In that case, we
actually call the nerchant to check if the
order should be conpleted or not, because
until now we are responsible for charging the
card. And if the custoner cane back to us and
said | didn't receive ny order, in that case,
we have to issue a refund, but then, you know,
the nmerchant, our partner store will say we
did conplete the order. So we need to have
good communi cati on between the custoner, the
store and us.

There have been instances when a

custoner has ordered after the store was
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closed. In that case, we had to get back to
the store and ask themif they plan to
conplete this order the next day, if not,
sonetimes the custonmer just wants a specific
t hi ng then, you know right then.

So they mght say |'m having
di nner right now and I want a bottle of w ne
right now, but | don't want a bottle of w ne
t onorrow norni ng when the store opens agai n.
So we have had instances when the custoner
said no, we don't want the bottle delivery
ri ght now, so please, cancel the order.

And in those cases, the store had
not confirmed the order, so we issued a
refund, full refund to the custoner and
cancel ed that order at our end, so end of the
nonth we didn't have to pay the store for that
order.

But noving forward, once we
| npl emrent the new system new process, when
the custoner gets charged directly fromthe

store, we will just direct the custoner
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directly to the store saying the store has
charged your card. You should contact them
for any refund or adjustnents or sone tines a
certain product m ght be out of stock. In
that case, the store will call the custoner
and say hey, we don't have this bottle of
Pinot Gigio for $20, but we have this bottle
for $23 of Pinot Gigio that you might IiKke.
That $3 now, the store can charge directly or
t hose smal | er adj ustnents.

We just wll be technol ogy
provi ders, so where we don't actually
participate in the transaction.

MEMBER SHORT: (Ckay. That sounds
fair to nme, being a person that's not
technically progressed, as yourself. But |et
me ask some ot her questi ons.

| do know when al cohol is sold in
the District of Colunbia, there is a tax to
hel p keep our school enrollnents going and
sewage and all those things. And | know New

York is definitely going to get their taxes
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from you.

So tell nme how that works, New
York taxes, D.C. taxes.

MR. SHAH. New York's taxes are
8.8875 and D.C., | think, are 10 percent, if
"' mnot m staken. You just collect the
I nformati on from our partner stores.

MEMBER SHORT:  Yes.

MR, SHAH And plug it into our
systens. So each store has their own little
page where they enter information into the
rear area and tax area. And the store is
responsi ble for collecting all taxes and
submtting themto D.C. Tax Authority.

We don't, as part of our agreenent
with the store, actually oversee that process
at our end, because we, obviously, don't have
the capability sitting in New York, you know,
overseeing how the D.C. store conplies with
D.C. Tax Regul ati ons.

MEMBER SHORT: Ch, okay. Now,

that's the question | had when |I first heard
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about U tra.

MR SHAH R ght. So --

MEMBER SHORT: And | woul d hope
that -- we would have to just hope that the
store here, the ABC store here would pay their
fair taxes. But in other words, what can keep
a record if everything is done electronically
bet ween you and he?

MR SHAH. What we do is actually
I ssue --

MEMBER SHORT: O the owner.

MR. SHAH W issue a nonthly
statenent and details or transactions for each
store. So there is actually each line item
t hat shows the subtotal tax anount and the
date for the order. So if --

MEMBER SHORT: The i nformation
goes where?

MR. SHAH To the store for their
accounti ng purposes. Now, they can -- they
actually use that information for their own

accounting and they have, | believe, | haven't
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checked if our partner store has conplied with
D.C. Tax Authorities. You know, that's part
of our agreenent, you know, we require themto
foll ow, you know, necessary |ocal state and
federal tax and other | aws.

So we are assuming, at this point.
What | can do is if you have further
guestions, you know, how they actually conply
with overall D.C Tax.

MEMBER SHORT: That woul d be very
hel pful to this Board. |f you could help us
with that, that woul d be greatly appreciated.

MR. SHAH Okay. Yes. You know,
| can send that information through, you know,
the partner store if the Board wants.

CHAl RPERSON M LLER M.
Silverstein?

MEMBER SI LVERSTEI N:  What are your
rul es and protocol regarding the delivery of
itenms to a place when soneone is not present?

MR. SHAH  Yes, so based on our

policies, the store is not allowed to | eave
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any products, alcoholic products with a m nor
or unattended. So those are two things.

MEMBER SI LVERSTEI N:  Unatt ended.

MR. SHAH. Now, at our end, we
can't enforce it from you know, where we are,
but all the rules and regul ations that apply
to licensees in D.C., they apply in this
situation as well. So as far as | know, our
partner store, | think it is B1P West Street,
Dupont Circle. | can give it a |l egal nane,
you know, for the partner store. | don't know
exactly the nane, but they are required to
actually follow all D.C. Regul ations.

So | can get nore specific
I nformation, but as a general rule, we don't
allow or don't -- you know, we had in our
emai | that goes to each other that sonebody
shoul d be available to sign for.

MEMBER SHORT: Soneone of age to
be avail abl e?

MR. SHAH  Sonebody of age, yes,

exactly. But we can't oversee every single
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order that is delivered on our end.

MEMBER SI LVERSTEIN: Ckay. Thank
you.

CHAl RPERSON M LLER  Yes, M.
Rodri guez?

MEMBER RODRI GUEZ: Yes, sir, very
interesting. Can you -- | think M. Short
asked you for sone information and you said
you were going to gather that. | want to
pi ggyback on what he requested.

Can you do for us a dichotony of a
sal e di agranf

MR, SHAH  Ckay.

MEMBER RODRI GUEZ: | want to
follow that diagramall the way to -- fromthe
point of sale to where the taxes are, where,
you know, the different points of interest
are.

MR, SHAH  Ckay.

MEMBER RODRI GUEZ: The di chot ony
of a sale diagram Thank you, Madam Chair.

CHAl RPERSON M LLER  Ckay. M.

Page 34




o o B~ W DN

~

10
11
12
13
14
15
16
17
18
19
20
21
22

Al berti?

MEMBER ALBERTI: M. Shah, is your
conpany |icensed by state or Federal
Governnment in any way?

MR, SHAH: We are an LLC in New
York State.

MEMBER ALBERTI: You're an LLC in

New York State. Al right. Licensed just as

an LLC? | nean, followup -- there is no
professional -- | nmean, there is no -- it's
not like the liquor license or any -- the

reason |I'masking is this is |like going
towards the future.

Let's say we needed to bring a
case against a store that you are partnering
wth in D C  And we wanted to review their
records and try and conpare them w th what
they told us they were getting fromyou, you
know, the sales with regard to you, and we
wanted to subpoena themfromyou. I|I'mtrying
to think about what |egal weight we woul d have

in | everagi ng our authority expressing this

Page 35




o o B~ W DN

~

10
11
12
13
14
15
16
17
18
19
20
21
22

wrong, but | nmean how could we use | egal
authority to get this information with you?

And | guess |I'massum ng that you
have sone confidentiality. First of all, nmay
| ask, do you have a confidentiality clause
with your clients?

MR. SHAH. We have a contract with
our partner stores, but |I don't know what is
their confidential.

MEMBER ALBERTI: Well, | nean, you
know, | just couldn't have an ABC attorney
call you up and ask you for that information,
you probably wouldn't want to give it to us
W t hout your client's permssion, |I'm
guessing, right?

MR SHAH Well, we actually own
nore so the information that, you know, is --
occurred on our website, so as item you know,
if --

MEMBER ALBERTI: You can give us a
whol e |ist of products and cost of those

products and well, the sales price of all
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t hose products for a particular --

MR SHAH  Yes.

MEMBER ALBERTI: -- you woul d just
give it up without --

MR SHAH.  Yes, yes, yes, because
we do want to cooperate wth the Board. And
you know, understand that you have a
responsibility towards the public.

MEMBER ALBERTI: Ckay.

MR. SHAH. And, you know, as --
can tal k about industry as a whole, but for ny
conpany, we can give you any information that
you ask for.

MEMBER ALBERTI: |'mjust sort of
t hi nki ng, you know, a head to the future what
do we, as a Board, need to be thinking about
as we nove forward, because you're not going
to be the only person.

MR. SHAH R ght.

MEMBER ALBERTI: You're not going
to be the only conpany and I'mtrying to think

about how this is going to go for the future.
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MR, SHAH.  Just fromrecord
retention point of view, we can conme up with
sone sort of regulation where you require the
t echnol ogy conpany dealing with -- | don't
know how -- it's just throw ng out ideas, but
you can have probably sone sort of record
retention for two years.

MEMBER ALBERTI: Right.

MR. SHAH.  You know, that's one
way of doing it.

CHAI RPERSON M LLER  That's fi ne.

MR. SHAH. The problemis that,
you know, with start-ups |ike ours, you know,
t hi ngs change very fast. So nmany tines the
conpany m ght go out of business in two years,
you know, who knows.

MEMBER ALBERTI: | getcha. |
gotcha. GCkay. Thank you. That was hel pful.

CHAI RPERSON M LLER.  Ckay. | just
have a few questi ons.

Do you have anything on your site

t hat says you have to be 21 years or older to
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make a purchase?

MR. SHAH Yes, it's in our terns
and condi tions.

CHAI RPERSON M LLER.  OCh, it's in
t he conditions?

MR, SHAH  Yes.

CHAl RPERSON M LLER.  Ckay. Do
they have to |ike check a box saying I'm 21 or
sonething |like that?

MR. SHAH. No, but they have to
click, you know. It's in terns and
conditions. | mean, we can add a box, but
usual |y that doesn't really stop anybody from
doi ng anyt hi ng.

CHAI RPERSON M LLER  Ckay.

MR. SHAH. |'mjust being honest.

CHAl RPERSON M LLER  Yes, okay, |
see.

MR SHAH But it's a npot point
because, you know, we require our stores to
not deliver to anybody under 21.

CHAI RPERSON M LLER  Ri ght.
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understand that. And | think M. Alberti

m ght have nentioned this earlier, but do you
not require themto identify thensel ves by
nane at all? You said they will have an ensi l
address and | have a delivery address and
that's enough. | guess on the credit card
there has to be a nanme, right?

MR. SHAH Yes. So we know who is
buying fromthe credit card infornation.

CHAI RPERSON M LLER  Ri ght.

MR. SHAH. There m ght be a gift
order, so it mght be different gift address.

CHAI RPERSON M LLER  Yes.

MR, SHAH  But for paynent, you
know, that's how we insert it in the payee's
or der.

CHAI RPERSON M LLER  So | nean,
when we go on-line, it's not uncommon that you
see, right, you know, the purchaser's nane and
address and then the delivery to nane and
address. So why don't you capture a nane?

MR SHAH. W don't capture the
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name at the tinme of registration, but it stays
in our system the billing information and the
delivery information.

CHAI RPERSON M LLER  Ckay.

MR. SHAH. So we go have the nane
and address and phone nunber of --

CHAI RPERSON M LLER.  And one way
or another it is picked up? | nean, | know it
I's picked up by the -- okay. So it's picked
up by the credit card by the paynent.

MR, SHAH  Exactly.

CHAI RPERSON M LLER:  And then the
delivery is picked up, because they have got
to give a nane for that, right?

MR, SHAH  Exactly.

CHAI RPERSON M LLER  Okay. Is the
nodel that you have just described to us, |
think that you are recomendi ng, to do here?
(kay. Have you used this exact nodel anywhere
else or is this just kind of like a
nodi fi cati on of what you have done?

MR SHAH. W are using it in
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Maryl and, but it seens like it's not as
popular in Maryland as it is in D.C. W
haven't had that many sal es in Mryl and.

We propose to do it in different
states, just because it's easier to convince,
you know, |'mjust going in detail, but it's
much better for the retailers to collect them
directly, instead of trusting sonebody |ike us
who probably have a busi ness background wth,
so, yes, that's not -- is going to go ahead
with different states.

CHAI RPERSON M LLER  So when
sonebody goes on-line and orders this w ne or
what ever, they give a credit card. That
automatically goes into the liquor store's
bank account automatically?

MR, SHAH  Yes.

CHAI RPERSON M LLER  As soon as
they type it in?

MR. SHAH Yes. | nean, the usual
tinme to take for the paynent to settle.

CHAl RPERSON M LLER  Ckay.
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MR SHAH | think it mght be two
to four days for Visa, Mastercard. |t m ght
be several for American Express.

CHAI RPERSON M LLER:  Ch, okay.

MR, SHAH So after that, it wll
go into the --

CHAI RPERSON M LLER  Ckay.

MR, SHAH. -- account.

CHAI RPERSON M LLER  So if the
| i censee doesn't confirm do you stop the
paynment ?

MR, SHAH At this point, we
woul dn't be able to. It would be the
| icensee's end to either cancel it or --

CHAI RPERSON M LLER  Wbul d t hey
deal with it?

MR, SHAH  Yes.

CHAI RPERSON M LLER. Ckay. So you
have to have a |licensee who is going to be
checki ng the conputer periodically to see
whet her orders are comng in?

MR. SHAH R ght.
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CHAI RPERSON M LLER  Ckay. And
can | ask you what your -- how you are paid,
what the arrangenent is?

MR SHAH It's on a conmm ssion
basis right now So it's a percentage. |It's
| ess than 8 percent.

CHAI RPERSON M LLER  Ckay. And do
you -- we may have this, but I'mnot sure, do
we have your website if we wanted to go | ook
at it?

MR SHAH It's
wwmwv. orderultra.com So it's ORDE-RUL-T-
R- A. com

CHAI RPERSON M LLER:  Coul d you say
It again, www. order what?

MR, SHAH U tra.

CHAI RPERSON M LLER.  Order U tra?

MR. SHAH  So order food,
orderultra as in UL-T-R-A

CHAI RPERSON M LLER  Right, .com
okay. So and that's in New York. So you do--

fromthat website, you do New York and
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anywhere el se?

MR. SHAH Yes, D.C., Chicago.

CHAI RPERSON M LLER:  You want to
do D.C. Chicago, okay. GCkay. Good. kay.

MEMBER SHORT: | have.

CHAI RPERSON M LLER:  Yes, M.
Short has. Ckay.

MEMBER SHORT: We have a situation
in the District of Colunbia where sone
busi nesses don't check IDs as well as they
shoul d and then ot her businesses have been
selling to mnors with fake I Ds when their |Ds
weren't really checked out well.

We have sonewhere in the
nei ghbor hood of six or seven universities,
four or five major ones here in the city and
| know when | was 19, 18 nmybe, |ike nust
curious youngsters, | wanted to find out what
al cohol was about.

So what's to stop a college kid
who has his nother or father's credit card

fromemailing you, getting the al cohol
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delivered to -- off-canmpus and if I'ma

busi nessman, |'m probably going to want to say
well, | need this order it's $50 or $60. You
know, |'m not concerned. |'mjust doing ny
busi ness.

MR. SHAH R ght.

MEMBER SHORT: And so that's the
only situation | would have with this, besides
the fact the taxes, the proper anount of taxes
being paid. And right now, there doesn't seem
to be any checks or bal ances as to the -- your
end in New York or the end here in D.C. And
again, | think that basically I would just
| i ke to see nost businesses, all businesses
who are doi ng business in Washi ngton, D.C
with ABC privileges or |icenses to pay the
appropriate taxes.

So right now, under the business
nodel that you have just described, | haven't
heard any of that. Everything is | want to do
ny part. They will do their part, but there

are no checks or bal ances that | heard.
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MR, SHAH So there are two
things. The first thing is tax and the second
thing is I Ds.

For tax, we don't actually have
the capability and neither does --

MEMBER S| LVERSTEI N: l|'msorry,
you don't actually have? Please repeat that.

MR SHAH. |'msorry. The
capability to actually nonitor how the tax
paynent is made fromthe vendor to the state
or the D.C. District. And | believe that, |
not sure, but, they m ght be auditing from --
by the Tax Authority to ascertain if taxes are
paid on all orders in D.C., for D.C
busi nesses.

| believe that should be or would
be a standard procedure for collecting taxes.
And | believe that that is being done by our
partner store right now, because he was | ooked
up on and our office was asking nme to provide
detail ed statenents, which can be sent to his

accountant, for record keeping.
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MEMBER SI LVERSTEIN:  This is the
store that you use in DC.? This is M.

Shi raf ?

MR. SHAH  Yes. And our
percentage of overall sales is no nore than 5
percent. So for saving taxes on these 5
percent of sales, | don't think, that's ny
personal opinion, that he will jeopardize his
whol e busi ness, you know, just to save this 5
percent. You know, that's again a
specul ation, but | do understand your concern.

Having said that, | do believe
that he enters each transaction at his end as
his own sale and | believe as part of the
I nvestigation, there was photocopi es of
recei pts mai ntai ned by the store.

So | don't know if you had a
chance to -- in front of your decease and
desi st order, there were actually records of
each transaction that was revi ewed by the
| nvestigator. So | believe that the record

keeping is nmaintained by the store. So that--
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MEMBER SI LVERSTEIN:  And in your
nodel, M. Shah, you deal w th how many
suppliers in any given market?

MR SHAH It depends on the area,
but in D.C. it's only one. 1In New York, it's
12.

MEMBER SI LVERSTEIN: 12 in the
whole city or it's 12 in --

MR SHAH In New York City, so
that is Manhattan and Brookl yn and Queens.

MEMBER S| LVERSTEIN:  But here you
will only deal with one or you do only deal
w th one?

MR. SHAH  That's because the
vendor asked us to have an exclusive. It's
kind of informal and we didn't have anybody
el se at the nonent working with us in D.C., so
we decided okay. It just nmakes |ife easier
for us, because in sone ways it is easier for
the store to get around in all of D.C instead
of New York City where it is nore dense and

nobody has cars and it's nmuch nore difficult
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for this delivery person to park their cars.

MEMBER SI LVERSTEIN: Ckay. No
further questions.

MR, SHAH  Just com ng back to the
| D question from M. Short, our process is no
different fromwhat a store m ght use for
doing their deliveries. W are just one
aspect of it, so they m ght use USPS, other
common carriers as UPS, as FedEx, even those
guys have the sane process. You know, they
have the sane responsibility for checking |IDs
before dropping off the delivery.

As a UPS person, they have |ess
interest in tripping, you know, the D.C. Laws
or local laws as conpared to a delivery person
of a wwne store in D.C., because if the USPS
enpl oyees drops off a bottle of al cohol from
sonewhere, they are not personally |iable.
The USPS -- UPS is responsible.

But so there is nore
accountability at least in ny mnd that this

delivery person has clear guidelines fromthe
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store to check I Ds upon a nore consistent or
all basis than a common carrier woul d.

Now, that is a specul ation, but at
the sane tine, that is sonething that we have
experienced in different instances.

MEMBER SHORT: Ckay. Now, wine is
the only thing, that's the only beverage that
you sell? Wne or do you sell all spirits?

MR, SHAH: Wne. Well, we don't
sell. The store sells w ne, beer and hard
| i quor.

CHAI RPERSON M LLER  Ckay.

MEMBER ALBERTI: Just a quick
clarification.

CHAl RPERSON M LLER  Sure. M.

Al berti?

MEMBER ALBERTI: | think you told
Ms. MIler that you work on a conm ssi on.
Okay. | msunderstood that. | thought that
sonehow | was under the inpression that you
worked on a flat rate fee, but you work on a

comm Ssi on?
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MR, SHAH  Yes.

MEMBER ALBERTI: Ckay. | amjust
throwing it out there that that m ght be a
glitch because the way the D.C. Law reads, it
can be interpreted to say that you can't
really share in the profits of the sale of
al cohol and in a way that is what is

happening. But we will take a | ook at that.

CHAI RPERSON M LLER W& will [ ook
at it.

MR SHAH  Well --

MEMBER ALBERTI: That's a concern
for ne.

MR SHAH -- yes, they are open
to, you know, if you propose a certain nodel
of paynents, we can. |It's just that it makes
It easier.

MEMBER ALBERTI: | understand for
busi ness why you would want to do that. |
understand that. |'mjust putting it out
there for ny fellow Board Menbers. | was --

before I was operating -- | knew different.
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Al right. Thank you.

CHAI RPERSON M LLER  How long is
your contract for?

MR SHAH It's open-ended.

CHAI RPERSON M LLER  Ckay. Ckay.
Any ot her questions? Do you have any ot her
guesti ons?

MR. SHAH. Fromny end, you know,
| was going to request ny partner store to
provi de sone sort of confirmation that they
are paying taxes on the orders that are placed
through Utra, that's one.

And the second is the diagramt hat
M . Rodriguez requested.

CHAI RPERSON M LLER  Ckay.

MR. SHAH That | can send
tonorrow as a PDF. That will provide you with
details of how the individual sale works.

MEMBER RODRI GUEZ:  Yes, |
appreciate that. Thank you.

CHAI RPERSON M LLER  Let ne ask

you how you feel about providing us with a
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contract or the contract with anything marked
out that was confidential or sonething?

MR. SHAH Yes, | can provide you
with. Do you want a contract with the D.C

store filled or you want bl ank contract?

CHAl RPERSON M LLER: | don't know,
because | haven't seen it. | nean, the
purpose is -- | think the purpose would be to

| ook at that to see if we have any issues. |
think, for instance, like M. Al berti brought
up, I'mnot sure. W have to have a | ook at
the | aw and | ook at the type of paynent or
sonet hing m ght be an issue.

So | think the purpose would be to
make sure we get rid of all the glitches or
get it right, so that, you know, you are
operating in a | egal way.

MR. SHAH  Ckay.

CHAI RPERSON M LLER  So it's kind
of up to you, | think, at this point.

MR, SHAH  Ckay.

CHAl RPERSON M LLER  That woul d be
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ny purpose. Unless other Board Menbers are
sure they want it filled in. | nean, |I'msure
he has |l ess of a problemw th a contract that
is not filled in, the nodel contract.

It goes to one of the issues |I was
sayi ng goes to your point about whether --

MEMBER ALBERTI: Right.

CHAI RPERSON M LLER  -- or not he
gets paid by comm ssion or --

MEMBER ALBERTI: [|'m not sure --

CHAI RPERSON M LLER  -- whet her
there --

MEMBER ALBERTI: Correct.

CHAI RPERSON M LLER  -- certain
responsibilities are yours and theirs and so
that's why | think it's inportant to see a
contract.

MEMBER ALBERTI: Oh, his contract?

CHAI RPERSON M LLER. Wl |, he was
saying there is one. W could see the nodel
one or we could see -- do we want to see the

one that is entered into?
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MEMBER ALBERTI: That may be
hel pful, but in the end, we are going to have
go gi ve gui dance.

CHAl RPERSON M LLER:  Ch, sure,

we're going to have to give --

VEVMBER ALBERTI : "' m mean,
gui dance.
CHAI RPERSON M LLER  Sure.
MEMBER ALBERTI: But it still may
be hel pful to see the contract, | don't know.
MEMBER SHORT: Ckay. And one
| ast --

MEMBER ALBERTI: | nean, w thout--
| nmean, we don't really need to see a nodel
one with that issue would be sufficient.

CHAI RPERSON M LLER Okay. Right.

MEMBER ALBERTI: | don't need to
see the finances.

CHAI RPERSON M LLER  Ckay. Well,
that's what --

MEMBER ALBERTI: | just need to

have sort of the role. You know, | don't care
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whet her it is 25 percent or 1 percent that you
are getting. | just need to knowit's a
percentage, that sort of thing.

CHAI RPERSON M LLER.  As long as a
nodel one woul d predict accurately the
busi ness rel ationship and the
responsibilities, if it leaves it open as to
who does what, then we woul d want to see what
you actually want to do.

MR SHAH We tried to make it as
specific as possible.

CHAI RPERSON M LLER  Ckay.

MR, SHAH. Go back and send you
the contract and if you think there is an area
of it you feel is nore open-ended --

CHAI RPERSON M LLER  Ckay.

MR SHAH -- we will try to put
nore structure to it.

CHAI RPERSON M LLER  Okay. Thank
you. Yes, M. Short?

MEMBER SHORT: And there was al so

a question about your being associated with
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the Al coholic Board of New York. You say you
don't have any credentials at all. There is
no requirenment in New York for you to be in

t he al cohol busi ness even technically and not
have any regul ations from New York State or
Cty?

MR. SHAH. There is no such
license in State of New York that would
require us to have a |icense.

MEMBER SHORT: Ckay. Al right.
Thank you.

CHAI RPERSON M LLER:  Can | just
confirmalso that as far as the delivery goes,
that's all under the purview of the |licensee.
You really don't have anything to do with it,
so when they are asking about checking |Ds,
that really doesn't fall on you. It falls on
the |icensee.

MR, SHAH Exactly. So all the
owners that follow the process, it's the sane
process for everybody.

CHAl RPERSON M LLER:  Ckay. Good.
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kay. Al right. Well, this has been very
hel pful. So you know, as soon as you can
provide that material, that woul d be great and
then we will take a |ook at this issue and --

MR SHAH:  Sure.

CHAI RPERSON M LLER  -- get back
to you.

MR. SHAH  What form-- what --
how should | send you the information?

CHAI RPERSON M LLER.  Oh, | guess,
you could send it to Martha Jenkins, our
General Counsel .

MR, SHAH  Ckay.

CHAl RPERSON M LLER:  That woul d be
good.

MR, SHAH  Ckay.

CHAl RPERSON M LLER  You have
probably met her, right?

MR. SHAH  She is wonderful.

CHAI RPERSON M LLER:  Ch, okay.
Yes, she is. (kay.

MR. SHAH. Thank you very nuch.
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CHAI RPERSON M LLER:  Thank you

very much.

MEMBER ALBERTI: Thank you.

CHAI RPERSON M LLER Ckay. So we
have a few nore Fact-Finding Hearings. | just

would like to take a five mnute break, if
that's all right with everyone. GCkay. And
you in the audience, sorry to keep you
waiting, but | think that would be better.
Ckay. Thank you.

(Wher eupon, the Fact-Finding
Hearing in the above-entitled matter was

concluded at 3:49 p.m)
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