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Independent Auditor's Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of a Schedule Performed in
Accordance with Government Auditing Standards
Board of Directors
Pine State Trading Co.
Gardiner, Maine
We have audited, in accordance with the auditing standards generally accepted in the United States and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States, the Schedule of Spirits Reconciliation of Pine State Spirits (a division of Pine State
Trading Co.) for the year ended June 30, 2021, and the related notes to the Schedule of Spirits Reconciliation (the
Schedule), and have issued our report thereon dated September 28, 2021.
Internal Control Over Financial Reporting
In planning and performing our audit of the Schedule, we considered Pine State Spirits’ internal control over
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the Schedule, but not for the purpose of expressing
an opinion on the effectiveness of Pine State Spirits' internal control. Accordingly, we do not express an opinion
on the effectiveness of Pine State Spirits' internal control.
A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s Schedule will not
be prevented or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit, we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether Pine State Spirits' Schedule of Spirits Reconciliation is
free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect
on the Schedule. However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.
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Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance, and
the results of that testing, and not to provide an opinion on the effectiveness of Pine State Spirits' internal control
or on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Wipfli LLP
Augusta, Maine
September 28, 2021
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Independent Auditor's Report
Board of Directors
Pine State Trading Co.
Gardiner, Maine
Report on the Schedule
We have audited the accompanying Schedule of Spirits Reconciliation (the Schedule) of Pine State Spirits (a
division of Pine State Trading Co.), for the year ended June 30, 2021, and the related notes to the Schedule.
Management's Responsibility for the Schedule
Management is responsible for the preparation and fair presentation of this Schedule in accordance with the
agreement between Pine State Trading Co. and the State of Maine Bureau of Alcoholic Beverages and Lottery
Operations, dated June 25, 2014; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of the Schedule that is free from material misstatement,
whether due to fraud or error.
Auditor's Responsibility
Our responsibility is to express an opinion on this Schedule based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States and the standards applicable to
financial audits contained in Government Auditing Standards, issued by Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
Schedule is free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
Schedule. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the Schedule, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the Schedule in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the
Schedule.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
Opinion
In our opinion, the Schedule of Spirits Reconciliation referred to above presents fairly, in all material respects, the
spirits activity of Pine State Spirits for the year ended June 30, 2021, in accordance with the basis of accounting
specified in the agreement referred to above.
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Basis of Accounting
We draw attention to Note 1 of the Schedule, which describes the basis of accounting. The Schedule was
prepared by Pine State Spirits, on the basis of the agreement between Pine State Trading Co. and the State of
Maine Bureau of Alcoholic Beverages and Lottery Operations, dated June 25, 2014, which is a basis of accounting
other than accounting principles generally accepted in the United States to comply with the provisions of the
agreement referred to above. Our opinion is not modified with respect to that matter.
Restriction on Use
Our report is intended solely for the information and use of the Board of Directors and management of Pine State
Trading Co., the State of Maine Bureau of Alcoholic Beverages and Lottery Operations, the State of Maine
Controller's Office and the joint standing committees of the State of Maine legislature having jurisdiction over
appropriations and financial affairs and alcoholic beverage matters, and is not intended to be and should not be
used by anyone other than those specified parties.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated September 28, 2021,
on our consideration of Pine State Spirits' internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is solely to describe the scope of testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of Pine State
Spirits’ internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Pine State Spirits' internal control
over financial reporting and compliance.

Wipfli LLP
Augusta, Maine
September 28, 2021
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Pine State Spirits
Notes to Schedule of Spirits Reconciliation
Note 1: Nature of the Business and Significant Accounting Policies
Pine State Spirits is a division of Pine State Trading Co. (the Company). The Company operates a division for the
wholesale distribution of malt beverages and wine and a division for the distribution and marketing of spirits
under contract with the State of Maine. Pine State Spirits was formed for the purpose of distributing and
marketing spirits under contract with the State of Maine. Note 2 of the Notes to Schedule of Spirits Reconciliation
further outlines the nature of the liquor contracts with the State of Maine.
Basis of Accounting
The Schedule of Spirits Reconciliation is presented on a basis of accounting in conformity with the agreement
between Pine State Trading Co. and the State of Maine Bureau of Alcoholic Beverages and Lottery Operations,
which is a comprehensive basis of accounting other than accounting principles generally accepted in the United
States.
Revenue Recognition
The Company's source of revenue is from the distribution of liquor products in the State of Maine. Revenue is
recognized when and as performance obligations under the terms of a contract are satisfied.
Beverage sales include distribution of liquor at a standard unit price that is fixed on the day the order is taken.
These sales typically have one performance obligation, which is providing the customer with the product ordered.
The Company recognizes revenue for financial reporting purposes at a point in time, delivery date, as the
shipment of the order satisfies the performance obligation and control is transferred immediately to the
customer.
In accordance with State of Maine law, payments terms for the distribution of liquor is cash on delivery.
Revenues from contracts with customers recognized at a point in time was $241,237,326 for the year ended June
30, 2021.
The Company has determined that the nature, amount, timing and uncertainty of revenue is most significantly
affected by the concentration of the Company's geographic location and customer demand.

Note 2: State of Maine Liquor Contracts
Part A Contract
During 2014, the Company was awarded the State of Maine wholesale liquor contract for warehousing,
distribution and administration of the Maine spirits business for a ten year period effective July 1, 2014 to June
30, 2024. The contract calls for the Company to receive a services fee of 4.95% of the net sales and bailment
revenue received by the State of Maine, Department of Administration & Financial Services, Bureau of Alcoholic
Beverages and Lottery Offices (the Department) on a monthly basis. The Company receives the services fee after
submitting an electronic reconciliation report of the previous month's sales and costs of products sold for the
Department to review.
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Pine State Spirits
Notes to Schedule of Spirits Reconciliation
Note 2: State of Maine Liquor Contracts (Continued)
Part A Contract - Continued
The Company provides sufficient warehouse space to house the spirits products and to prepare and deliver
orders. Products that are delivered and stored by the Company are the property of the supplier. The product
becomes the property of the Department upon removal and shipment to an agency liquor store. The agency
liquor store gains ownership of the product at the time of delivery. At no time does the Company take legal title
to the products. For storage of the spirits products, on behalf of the Department, the Company charges a
bailment fee to the supplier based on the negotiated rates contained in the contract with the Department.
The Company is responsible for paying all invoices from suppliers and is entitled to full reimbursement from the
Department for all invoice amounts paid to suppliers. The Company is also responsible for invoicing agency liquor
stores on behalf of the Department for products when delivered. The electronic payment of these invoices into
the Department's bank account is initiated by the Company. The Company accepts 100% of the risk of default by
the agency liquor stores. When an agency liquor store is unable to pay, the Company is to develop a productretrieval process with the Department.
It is the responsibility of the Company to calculate and track all taxes imposed on products sold to the agency
liquor stores as required by law, but the Company does not bear payment responsibility for premium taxes on the
products. The total premium tax collected on the sale of products to the agency liquor stores is provided as part
of the Company's monthly reconciliation.
Twice monthly the Company provides the suppliers with a purchase order outlining the products distributed from
the Company's warehouse and is responsible for payment. The Department is responsible for remitting to the
Company all payments due to suppliers and the Company is not responsible for making these payments using its
own funds or the services fees.
The Department established a Net Receipts Clearing Account which is to be used for depositing all accounts
receivable and distributing funds for accounts payable. The Company, in its accounts receivable and accounts
payable capacity, acts solely as an agent of the State. The Company is prohibited from commingling funds and
financial activity as an agent of the State with any other funds and financial activity of the Company in its
individual capacity. Furthermore, the Company does not have access to funds in the Net Receipts Clearing
Account. The Department is responsible for paying all amounts to which the Company is entitled as a result of the
agreement from the Net Receipts Clearing Account.
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Pine State Spirits
Notes to Schedule of Spirits Reconciliation
Note 2: State of Maine Liquor Contracts (Continued)
Marketing Contract
During 2014, the Company was also awarded the contract for spirits trade marketing for the period October 21,
2014 to June 30, 2024. The marketing contract calls for the Company to receive, on a monthly basis, 2.25% of the
total net sales of spirits in the State for the preceding month. Under the marketing contract, the Company, at
their sole expense, is responsible for providing, directly or indirectly, all trade marketing activities.
The Department has sole discretion to license agency liquor stores above those existing at the time of the
agreement. The Department also agrees to enter into contract negotiations for increased costs due directly to
the increase in number of agency liquor stores, if the number of new agency liquor stores increases more than
5% in any year of the agreement.

Note 3: Concentrations
During the year ended June 30, 2021, payments to the top four suppliers for liquor products accounted for
approximately 47% of total product cost.

Note 4: Risks and Uncertainties
Beginning in March 2020, the United States economy began suffering adverse effects from the COVID 19 Virus
Crisis ("CV19 Crisis"). As of the date of issuance of the Schedule of Spirits Reconciliation, the Company had not
yet suffered material adverse impact from the CV19 Crisis. The future impact of the CV19 Crisis on the Company
cannot be reasonably estimated at this time.

Note 5: Subsequent Events
Management has made an evaluation of subsequent events through September 28, 2021, which represents the
date on which the Schedule of Spirits Reconciliation was available to be issued and determined that any
subsequent events that would require recognition or disclosure have been considered in the preparation of the
Schedule of Spirits Reconciliation.
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