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COMMISSION MEETING MINUTES
February 23, 2007

The Commissioners of the Texas Alcoholic Beverage Commission (TABC) met
in Regular Session on Friday, February 23, 2007, at the Texas Alcoholic
Beverage Commission, 5806 Mesa Drive, Suite 185, Austin, Texas.

PRESIDING: John T. Steen, Jr., Chairman

COMMISSIONERS
PRESENT: José Cuevas, Jr.

STAFF PRESENT: Alan Steen, Administrator

David Alexander, Captain, Region 2

Mona Appling, Database Administrator, Information
Resources

Glenda Baker, Assistant Chief of Enforcement

Joan Bates, Deputy General Counsel

Carolyn Beck, Public Information Officer, Executive

Sherry Cook, Director of Information Resources

Del Drake, Office of Professional Responsibility,
Executive

Jeannene Fox, Assistant Administrator

Buck Fuller, Director of Compliance

Diana Gonzalez, Assistant Director of Compliance

Amy Harrison, Director of Licensing

Gary Henderson, Enterprise Operations Team
Leader, Information Resources

Linda Jackson, Administrative Assistant, Executive

Renee Johnston, Executive Assistant, Executive

Charlie Kerr, Director of Business Senices




Linda McLeod, Benefits Coordinator, Human
Resources

Sam Smelser, Chief of Enforcement

Ashley Storm, Attorney

Bob Wallace, Regional Compliance Supenvsor,
Region 2

GUESTS PRESENT:  Ann Dawvidson, President, RFD
Scott Glower, Production Manager, RFD
Jack Martin, Attorney at Law
Randy Yarbrough, Wholesale Beer Distributors of
Texas

CALL TO ORDER

Chairman John Steen called the meeting of the Texas Alcoholic Bewerage
Commission to order.

APPROVAL OF COMMISSION MEETING MINUTES OF JANUARY 26, 2007

Chairman Steen stated that he had a correction on page 8 of the January 26,
2007, minutes that referenced the agency’s budget. Rather than $32 million, it
should read $38 million. Commissioner José Cuevas moved that the
minutes of January 26, 2007, as corrected, be approved. Chairman
Steen seconded. The motion carried.

ADMINISTRATOR'S REPORT

Chairman Steen called upon Administrator Alan Steen to provide the
Administrator's report on Administrator and agency activties, budget issues,
and staff achievements. Administrator Steen reported the following activties,
mostly involving the legislative session:

e Staff presented the agency’s budget to the Legislative Budget Board on
January 29.

e Agency staff attended Senate Finance Committee meetings on February 1,
6, and 20.

e Staff attended meetings of the House Appropriations Subcommittee on
Criminal Justice on February 7 and 15.



e The Senate markup is almost finalized and the House Appropriations
markup is finalized. TABC received about half of the exceptional items
requested in the House Appropriations markup. The Senate and House
Conference Committee should be meeting on TABC’s budget sometime in
March.

e [ndividual meetings with legislators were held on various issues. Some of
the legislators included: Representative Charlie Geren, Representative Kino
Flores, and Senator Kel Seliger.

e The next Licensing and Administrative Procedures (LAP) Committee
meeting is scheduled for next Tuesday. This will be an organizational
meeting where each agency head under the jurisdiction of the LAP
Committee will provide a brief presentation. One bill to be considered by
the LAP Committee is a bill filed by Representative Dutton which would
allow a hotel to serve alcoholic beverages to its registered guests 24 hours
a day. Any testimony from TABC on the bill would be to explain current
law and to answer any questions on how the bill could change TABC
operations.

e TABC is currently tracking 196 bills. Sewenty-six of those bills have been
formally analyzed by staff to ascertain any operational and fiscal impact.
Twenty-two of the bills would amend the Alcoholic Beverage Code. Also,
19 of the 196 bills are considered high priority bills for the agency and are
being closely monitored.

e Seweral state agencies are beginning to post their budget expenditures
online. TABC should have its budget expenditures posted online within the
month. Chairman Steen noted the importance of getting this information
out to the public as quickly as possible; Administrator Steen concurred.

e Spring Break begins March 12" for 10 days. TABC is meeting with beer
wholesalers and retailers in preparation of Spring Break as part of
educational efforts. Also, educational efforts are occurring along the north
to south Texas corridor in which minor stings will be conducted.

At the conclusion of Administrator Steen’s report, Commissioner Cuevas
thanked him and staff for their efforts and for working long hours at the Capitol.

Chairman Steen referred to the minutes of the last Commission meeting,
noting that Administrator Steen reported the agency was approximately
$300,000 “in the hole,” but that Administrator Steen had stated measures were
in place to address the problem. Administrator Steen explained that lapsed
salaries would be used to address the shortfall. Chairman Steen asked
Charlie Kerr, Director of Business Senices, to comment. Mr. Kerr reassured



the Commissioners that being “in the hole” was not unusual. He explained
that the agency “pre-encumbers” many budgetary items, including
unanticipated costs regarding LicenseEase system program hours. Mr. Kerr
stated that the salary lapse savings as well as the unanticipated gasoline
savings should cover the budget.

Chairman Steen welcomed Joan Bates, Deputy General Counsel, who was
standing in for General Counsel Lou Bright. Also, Chairman Steen mentioned
that Commissioner Gail Madden was unable to be in attendance at the
Commission meeting that day.



ENFORCEMENT OPERATIONS UPDATE

Chairman Steen called upon Sam Smelser, Chief of Enforcement, to provide
an update on the agency’s enforcement operations.

Chief Smelser presented an update on the agency’s Enforcement Division
programs, highlighting the “Priority Locations” program (Attachment 1). He
noted the Sunset recommendations to dewelop a risk-based approach in
conducting its enforcement activities by focusing on detecting serious
violations with an impact on public safety, monitoring businesses with a
history of complaints and violations, and any other factors the agency deems
important.

The goal of the “Priority Locations” program is to reduce the known risks to the
citizens of Texas that result from licensed locations that operate in a manner
that leads to irresponsible and/or illegal alcoholic bewerage senice or
consumption. Chief Smelser detailed the strategies of the program:

1. Identify licensed locations and areas within the state whose volation
history indicates they may present a risk to public safety.

2. Contact identified licensed locations and offer information, assistance,
and education to enhance awareness and encourage responsible
alcoholic beverage senice.

3. Ensure adherence through measured and progressive compliance and
enforcement efforts focused on priority licensed locations.  Chief
Smelser further detailed the priority location list.

Following the conclusion of the presentation, Commissioner Cuevas
commended the partnership approach. Chairman Steen stated that he liked
the risk-based approach of the program and asked about publicizing the
priority location list. There was discussion that publicizing such a list could
sene as a deterrent or an incentive; on the other hand, it could be deemed an
adwersarial rather than a collaborative approach.

Chairman Steen asked how this information was being communicated to all of
the licensees and permittees. Chief Smelser responded that all of the
licensees and permittees that are on the priority location list are contacted
individually.  This is also being communicated through Project SAVE.
Chairman Steen asked how the program would be communicated across the
board, specifically, to those licensees or permittees that were not having



problems. Administrator Steen noted that information about the program
would be communicated as a feature article in the agency’s external
newsletter, which goes out to each licensee and permittee. Both Chairman
Steen and Commissioner Cuevas agreed that provding information about the
program upfront to licensees and permittees—such as during routine
inspections—would be beneficial. Administrator Steen informed the
Commissioners that staff are also being educated on the program. In addition,
a pamphlet designed to educate permittees and licensees about the program
is also being deweloped. Chairman Steen stated that he wanted legislators to
be informed about the program and wanted the pamphlet available as soon as
possible. Commissioner Cuevas and Chairman Steen commended staff on the
program.

REGION 2 UPDATE

Chairman Steen called upon David Alexander, Region 2 Captain, and Bob
Wallace, Region 2 Regional Compliance Supenisor. Captain Alexander and
Mr. Wallace presented an update on Region 2 Enforcement and Compliance
activities (Attachment 2).

At the conclusion of the updates, Chairman Steen asked Captain Alexander
what his thoughts were on the priority location program. Captain Alexander
responded that he thought it was a very good way to collaborate with others.
Chairman Steen then asked Captain Alexander and Mr. Wallace to tell the
group a little bit about themselves, later noting that Captain Alexander and Mr.
Wallace had owver 50 years of agency experience between them. Chairman
Steen further asked what they viewed as a major challenge. Expansion of
population and “wet” area growth were cited, as well as the need to utilize
resources as efficiently and effectively as possible to meet those challenges.
Chairman Steen asked Administrator Steen his views, who agreed and noted
that the priority location program is one of the means to meet those
challenges.

Chairman Steen thanked Captain Alexander and Mr. Wallace for their
presentations and expressed appreciation for the work that Region 2 staff
perform for the agency.

WORKFLOW MANAGER AND PUBLIC INQUIRY SYSTEM UPDATES




Chairman Steen called upon Sherry Cook, Director of the Information
Resources Division. Ms. Cook presented an update on the Workflow Manager
and the Public Inquiry Systems (Attachment 3).

The Workflow Manager provides an automated solution on how the agency
processes information into an integrated system. Benefits of the Workflow
Manager include improved functionality, elimination of duplication, centralized
access to data, and reduced costs. The Workflow Manager commencement
production date for the Workflow Manager is March 1%, 2007. Ms. Cook
discussed the high satisfaction rate based on a surey conducted of the users
and that there would be future releases of the system with further
enhancements and improvements. Commissioner Cuevas noted the positive
feedback he has received.

Ms. Cook discussed the new addition to the Public Inquiry System, which will
be available on February 26. Currently, the system allows the public to verify
the status of active and pending licenses and permits and to verify credit law
information. On February 26, the public will be able to access administrative
violation information. Administrator Steen discussed the wide array of public
users, such as bonding companies and the industry, and how provding
violation history online will better serve the public and greatly reduce the
number of open records requests that staff must process. Ms. Cook
commended staff members and RFD members in their partnership efforts to
make the system a success. Ann Dawvdson, President of RFD, and Scott
Glowver, Production Manager of RFD, briefly introduced themselves.

Chairman Steen commended Ms. Cook and asked that the Commissioners
be updated at the next meeting.

FISCAL STEWARDSHIP REPORT: PROPERTY LOSSES

Chairman Steen called upon Charlie Kerr, Director of the Business Senices
Division. Mr. Kerr provided the Fiscal Stewardship Report on Property Losses
on the agency’s fixed assets (Attachment 4). He explained that state
agencies are required to maintain property records of fixed assets costing
$5,000 or more. TABC maintains and tracks records of property $500 or more,
which is a much lower threshold to track than is required by law.

Historically, the agency’s property loss percentage has been extremely low,
averaging half of one percent, versus the benchmark of two and a half percent



by the State Office of Risk Management. Mr. Kerr referenced the list of 23
items, noting that 20 of them are basically surplus items that were purchased
in the 1990s, with little or no value. Also, he stated that the last item on the
list, a laptop, was just located the day before.

Chairman Steen asked about the possibility of sensitive information being on a
missing computer. Mr. Kerr stated that this would be unlikely, as sensitive
agency information is maintained on the network and not on an individual’s
hard drive. He added that with the current leased computers, once the
agency is ready for new leased computers, the old leased computers are
traded in back to Dell, and the hard disks are wiped clean.

PUBLIC COMMENT

As no one registered or expressed a desire to provide public comment,
Chairman Steen began the announcement for the executive session.



EXECUTIVE SESSION

Chairman Steen announced that the regular open session of the Texas
Alcoholic Beverage Commission would be recessed, the time being
11:38 a.m. on February 23, 2007, and an executive session would be
held to consult with Legal Counsel regarding pending and anticipated
litigation against the agency and to discuss the duties, responsibilities,
and evaluation of the Administrator, pursuant to Texas Government
Code, 88551.071 and 551.074.

Chairman Steen announced that the Texas Alcoholic Beverage
Commission had concluded its executive session and was in open
session, the date being February 23, 2007, and the time, 12:55 p.m. No
final action, decision, or vote was made in the executive session.

NEXT MEETING DATE: FRIDAY, MARCH 23, 2007

Chairman Steen announced that the next Commission meeting date was
scheduled for Friday, March 23, 2007. He stated that the Allan Shivers
Employee of the Year awards would be held then, although unfortunately, Mr.
Shivers was unable to attend. The reception will be held at 9:30 a.m., and the
meeting will be held at 10:00 a.m.

Chairman Steen stated that he wished to provide some comments for the
record. He referenced an article in the Austin-American Statesman, dated
February 9, 2007. It was entitled “Sunset panel member calls Texas liquor
regulation ‘a corrupt system’..."Lawyer says industry is protected by
wholesale distributors’ sway in Legislature at citizens’ expense.” Chairman
Steen stated that he wished to publicly dissociate himself, for the record, from
the reference in the article that alcohol commission Administrator Alan Steen
said he had no comment on those criticisms and suggested that a reporter
call liquor industry lobbyist, Alan Gray. Chairman Steen stated that any
implication that the lobby has undue influence ower TABC is false, and he
found it personally offensive.

ADJOURNMENT

Chairman Steen then called for a motion to adjourn. Before mowving for
adjournment, Commissioner Cuevas asked Administrator Steen if he wished to
respond to Chairman Steen’'s comments on the article. Administrator Steen
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stated that he did wish to address the matter for the record. He stated that
the article misrepresented what occurred, as Administrator Steen had not
talked with the writer of the article, Mark Lisheron, and it appeared that Mr.
Lisheron was quoting Administrator Steen in that article. What actually
occurred was that Administrator Steen asked Carolyn Beck, Public Information
Officer, to speak with Mr. Lisheron to let him know that TABC had no
involvement whatsoever with this LP issue. Administrator Steen asked Ms.
Beck to relay this—which she did accordingly—and to also suggest to Mr.
Lisheron that he may wish to contact Alan Gray, who was the liquor industry
lobbyist inwlved in the issue. Commissioner Cuevas stated that now that
Administrator Steen had made his statement for the record, he moved that
the meeting adjourn. Chairman Steen seconded. The motion carried,
and Chairman Steen announced that the meeting was adjourned.
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