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AGENDA

REGULAR COMMISSION MEETING

10:00 a.m. — March 24, 2015

5806 Mesa Drive
Austin, TX 78731
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José Cuevas, Jr. Steven M. Weinberg, MD, JD  Ida Clement Steen

Presiding Officer-Midland Member-Colleyville Member- San Antonio

Tuesday, March 24, 2015

Sherry Cook
Executive Director

10:00 a.m.
Agenda
1. | Call to Order Steve Weinberg
2. | Approval of Commission Meeting Minutes of Steve Weinberg
January 27, 2015
3. | Commission Report: Executive Director and Agency Ed Swedberg
Activities, Budget Issues , Staff Achievements, Legislative
Activities
4. | Legislative Update Mariann Morelock
5. | Information Technology Update Jay Webster
6. | Internal Audit of the Personnel Processes Monday Rufus
7. | Follow-Up: Comptroller’'s Post Payment Audit Monday Rufus
Recommendations
8. | Recognition of Recipients for the 2014 José Cuevas, Jr. Gold Steve Weinberg
Star Award
9. | Recognition of Recipient for the 2014 Sherry Cook Leadership Sherry Cook
Award
10. | Reception for Award Recipients Steve Weinberg
11. | Executive Session to Consult with Legal Counsel Regarding Steve Weinberg

Pending and Anticipated Litigation Against the Agency and to
Deliberate the Appointment, Employment, Evaluation, Duties
of the Position of Executive Director, General Counsel and/or
Auditor (Govt. Code 8551.071, 8551.074, §2102.006(a) and
§2102.007(a)(1) and Texas Alcoholic Beverage Code 85.11)




12.

Re-adopt Without Change, Rule 831.2, State-Owned Motor
Vehicles

Martin Wilson

13.

Re-adopt Without Change, Rule 831.10, Filing a Complaint

Martin Wilson

14.

Re-adopt Without Change, Rule 833.26, Manufacturer’s Agent’s
Warehousing Permit Fee

Martin Wilson

15.

Re-adopt Without Change, Rule §33.32, Notification of Expired or
Suspended Licenses and Permits

Martin Wilson

16.

Adopt Repeal of Rule 837.1, Payment for the Record on Appeal

Martin Wilson

17.

Adopt Repeal of Rule 841.24, Liquor Prescriptions — Physician’s
Permits

Martin Wilson

18.

Adopt Repeal of Rule 841.40, Monthly Report of Medicinal
Pharmacy

Martin Wilson

19.

Adopt Repeal of Rule 841.50, Gross Receipts Tax

Martin Wilson

20.

Adopt Proposed Amendments to Rule 835.3, Vehicle
Identification

Martin Wilson

21.

Approve Publication of Proposed Amendments to Rule 831.3,
Petition for the Adoption of a Rule

Martin Wilson

22.

Approve Publication of Proposed Amendment to Rule §31.11,
Resolution and Information on Complaints

Martin Wilson

23.

Approve Publication of Proposed Amendments to Rule 833.2,
Application and Fee Payment Procedures

Martin Wilson

24.

Approve Publication of Proposed Amendments to Rule 833.4,
Manufacturer’'s Warehouse License Fee

Martin Wilson

25.

Approve Publication of Proposed Amendments to Rule §33.33,
Notification Requirements

Martin Wilson

26.

Approve Publication of Proposed Amendments to Rule 837.5,
Population in Certain Counties

Martin Wilson

27.

Approve Publication of Notice of Intention to Review Rule
835.41, Terms Defined

Martin Wilson




28. | Approve Publication of Notice of Intention to Review Rule Martin Wilson
837.2, Contested Case

29. | Update on Proposed Repeal of Rule 845.101, Rebates, Martin Wilson
Coupons and Premium Stamps — “Discussion Only”

30. | Update on Proposed New Rule 845.101, Coupons and Loyalty Martin Wilson
Programs — "“Discussion Only”

31. | Update on Proposed Amendments to Rule 845.103, On- Martin Wilson
Premises Promotions — “Discussion Only”

32. | Public Comments Steve Weinberg

33. | Next Meeting Date: Tuesday, May 26, 2015 Steve Weinberg

34. | Adjournment Steve Weinberg

Note: Items may not necessarily be considered in the order they appear on the agenda. Executive session for advice

of Counsel (pursuant to §551.071 of the Government Code) may be called regarding any agenda item. Action
may be taken on any agenda item.

NOTICE OF ASSISTANCE AT PUBLIC MEETINGS

Persons with disabilities who plan to attend this meeting and who may need auxiliary aids or services (such as
interpreters for persons who are deaf, hearing impaired readers, large print, or Braille) are requested to contact
Gloria Darden Reed at (512) 206-3221 (voice) (512) 206-3259 (fax). Relay Texas at 1-800-735-2989 (TTY/TDD),
at least three (3) days prior to the meeting so that appropriate arrangements can be made.




MINUTES

REGULAR COMMISSION MEETING

10:00 a.m. — March 24, 2015

5806 Mesa Drive
Austin, TX 78731



COMMISSION MEETING MINUTES
March 24, 2015

The Commissioners of the Texas Alcoholic Beverage Commission (TABC) met in
Regular Session on Tuesday, March 24, 2015 at the Texas Alcoholic Beverage
Commission, 5806 Mesa Drive, Suite 185, Austin, Texas.

COMMISSIONERS Steven Weinberg, MD, JD
PRESENT: Ida Clement Steen
STAFF PRESENT: Sherry Cook, Executive Director

Joshua Alexander, Audit Supervisor, Austin District Office

Donnie Betts, Audit Supervisor, Houston Regional Office

Gene Bowman, Director, Audit & Investigations Division

David Brandon, Assistant Director, Information Resources
Division

Kayla Bridgewaters, Education Specialist, Education &
Prevention Division

Esmeralda Brooks, Auditor, San Antonio Regional Office

Mindy Carroll, Director, Education & Prevention Division

Dustin Carter, Quality Assurance Specialist, Ports of Entry
Division

Cathleen Cavazos, Lieutenant, Austin Enforcement Division

Randy Chatham, Lieutenant, Houston Regional Enforcement
Office

Amanda Collins, Audit Regional Supervisor, Arlington
Regional Office

Andrew Costanza, Houston Regional Enforcement Office

Marc Decatur, Major, Houston Regional Enforcement Office

Luann Dickerson, Executive Assistant, Executive Division



Pilar DiGuglielmo, Agent, Houston Regional Enforcement
Office

Loretta Doty, Director, Human Resources Division

Diana Figueroa, Executive Assistant, Office of Professional
Responsibility

Wes Fitzsimmons, IT Security Analyst

Joe Fralin, Regional Manager, San Antonio Port of Entry

Tiffany Forister, Human Resources Specialist, Human
Resources Division

Joe Garcia, Sergeant, Arlington Special Investigations Unit

Dwight Green, Agent, Houston Regional Enforcement Office

Henry Guevara, Investigator, FCU San Antonio Regional
Office

Nick Gutierrez, Sergeant, SIU San Antonio Regional Office

Bruce Harlan, Training Specialist, Training Division

Emily Helm, General Counsel, Legal Division

Gary Henderson, PMO Manager, Information Resources
Division

Joe lagnemmo, Web Design Administrator, Information
Resources Division

Stacy Jackson, Assistant Audit Supervisor, San Antonio
Regional Office

Richard Jauregui, Major, San Antonio Regional Enforcement
Office

Dexter Jones, Assistant Chief, Audit & Investigations Division

Shaun Jordan, Licensing Manager, Austin District Office

Joann Joseph, Assistant Director, Licensing Division

Edgar Korzeniowski, Attorney, Arlington Regional Office

Victor Kuykendoll, Major, Arlington Regional Enforcement
Office

Diana Lopez, Auditor, Austin District Office

Andrea Maceyra, Marketing Practices Supervisor, Tax &
Marketing Practices Division

Tom Matthews, Agent, Lufkin Area Enforcement Office

Brenda Meyers, Audit Supervisor, Austin District Office

Gabriel McCourtney, Agent, Houston Regional Enforcement
Office

Mark Menn, Acting Major, Lubbock Enforcement District Office

Kody Moore, Agent, Beaumont Area Enforcement Office

Mariann Morelock, Governmental Relations

Harold Nanos, Captain, Austin Enforcement Division

Carie Nguyen, Data Base Administrator, Information
Resources Division

Andy Pefa, Director, Office of Professional Responsibility

Nicole Phillips, Auditor, Houston Regional Office

Chris Porter, Public Information Officer

Yvette Price, Licensing Supervisor, San Antonio Regional
Office



GUESTS PRESENT:

Michael Ramsey, Agent, Houston Regional Enforcement
Office
Gloria Darden Reed, Executive Assistant, Executive Division
John Reney, Investigator, Office of Professional Responsibility
Carla Rios, Quality Assurance Specialist, Ports of Entry
Division
Mary Rivera, Port Supervisor, Hidalgo Port of Entry
Christopher Rodriguez, Agent, Richmond Area Enforcement
Office
Raul Salinas, Lieutenant, San Antonio Regional Enforcement
Office
Reynaldo Santos, Auditor, Austin District Office
Karen Smithwick, Director, Ports of Entry Division
Melissa Solis-Newton, SIU Program Specialist, San Antonio
Regional Audit Office
Cliff Stech, Auditor, Waco Area Office
Ed Swedberg, Deputy Executive Director, Executive Division
Ron Swenson, Captain, Special Investigations Unit
Carla Thompson, Lieutenant, Arlington Regional Enforcement
Office
Logan Thorne, Network Specialist, Information Resources
Division
Tana Travis, Lieutenant, Waco Enforcement Office
Brian Tullis, Sergeant, Corpus Christi Area Enforcement
Office
Jesse Valdez, Systems Analyst, Information Resources
Division
Mario Villarreal, Lieutenant, McAllen Area Enforcement Office
Jay Webster, Director, Information Resources Division
Twila Williams, Administrative Assistant, Houston Regional
Office
Martin Wilson, Assistant General Counsel, Legal Division

Dylan Benjamin, Benjamin Media Group, LLC

Dewey Brackin, Attorney, Gardere Wynn Sewell

Vic Brooks, Vice President, Republic National Distributing
Company

Tanya Coleman, Analyst, Federal Bureau of Investigation

Robert Gonzales, Certified Public Accountant

Steve Greinert, Wholesale Beer Distributors of Texas

Kyle Hill, Attorney, Martin, Frost, Hill, PC

Roger Meiners, Professor of Economics & Law, UTA

Tyler Rudd, Attorney, California Wine Institute

Monday Rufus, Certified Public Accountant
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Derek Santos

Martha Santos

Roberto Santos, Jr.

Roberto Santos, Il

Micah Sexson, Special Agent, Federal Bureau of Investigation

Karen Watkins, Assistant Attorney General, Office of the
Attorney General

Mark Wagoner, Special Agent, Federal Bureau of
Investigation

CALL TO ORDER

The meeting of the Texas Alcoholic Beverage Commission was called to order at
10:00 a.m. by Acting Presiding Officer Steven Weinberg.

APPROVAL OF COMMISSION MINUTES OF JANUARY 27, 2015

Acting Presiding Officer Weinberg called for approval of the Commission
meeting minutes of January 27, 2015. Commissioner Ida Clement Steen so
moved to approve the minutes as written. Acting Presiding Officer Weinberg
seconded. The motion carried.

COMMISSION REPORT: EXECUTIVE DIRECTOR AND AGENCY ACTIVITIES,
BUDGET ISSUES, STAFE ACHIEVEMENTS, LEGISLATIVE ACTIVITES

Acting Presiding Officer Weinberg called upon Deputy Executive Director Ed
Swedberg to present the Commission Report: Executive Director and Agency
Activities, Budget Issues and Staff Achievements, and Legislative Activities.

After welcoming the Commissioners back to Austin, Deputy Executive Director
Swedberg stated that Executive Director Cook was at the Capitol for committee
hearings and he would be presenting the Commission Report at today’s meeting.

Deputy Executive Director Swedberg began his presentation with an update on the
status of the Agency’s appropriations request. He added that the deadline for filing
bills has passed and the Legislative Session is approaching the half way point. Deputy
Executive Director Swedberg stated that the Agency has spent the last six weeks
supporting our appropriations request by testifying in front of the Article V
subcommittees for both the House Appropriations and Senate Finance committees.
He added that Agency staff has intensively supported the committee workgroups and
provided thorough and timely responses to requests for information and clarification
from the Legislative Budget Board, legislative staffers and members. Deputy
Executive Director Swedberg stated that HB1 and SB2 should be voted out of their
respective committees this week with floor votes and conference committees to follow
over the next several weeks.



Deputy Executive Director Swedberg stated that the Agency has received some good
news and some bad news regarding the request items, but will not know the outcome
of all of the request items until the appropriations process is complete. Deputy
Executive Director Swedberg provided a chart to show what appropriations requests
have been adopted or not adopted and which have been deferred to Article XI. He
stated any discrepancies between the House recommendations and the Senate
recommendations will be decided in conference committee.

Deputy Executive Director Swedberg next introduced several key personnel that have
been hired since January.

e Chris Porter- Public Information Officer
e Jesse Valdez- Systems Analyst
e Edgar Korzeniowski- Attorney, Arlington

Deputy Executive Director Swedberg continued his report with a briefing on significant
activities of the Agency. He stated that the Training Division and Enforcement Division
have developed a training course focused on Use of Force, Critical Incident Response
and Open Inspections. He added that part of the training includes standardized
procedures for agents carrying out open inspections of licensed locations. Deputy
Executive Director Swedberg stated that open inspections have the potential of
turning into a dangerous situation as they often occur during late hours in a crowded
bar. He added that this program provides our agents with a better understanding on
intelligence collecting and specific tactics as they perform open inspections. Deputy
Executive Director Swedberg stated that the field agents who have participated in this
training have given it terrific reviews.

Acting Presiding Officer Weinberg quizzed Deputy Executive Director Swedberg who
the trainers are for this course.

Deputy Executive Director Swedberg responded that five agents are teaching the
Open Inspections portion of the training. He added that Training Division Director
Albert Rodriguez is teaching the Use of Force portion of the training. Deputy Executive
Director Swedberg stated that Director Rodriguez is considered an expert in the area
of Use of Force.

Deputy Executive Director Swedberg announced that the Education and Prevention
Division’s video production, “What Really Happened,” was submitted as an entry in
the 48"™ Annual WorldFest Houston Film Festival. The video tells the story of a parent
sponsored underage drinking party that went terribly wrong. He added that the
winners were recently announced and the video was selected as one of the winners in
the Commercial/Public Service Announcement category. Deputy Executive Director
Swedberg congratulated all who were involved in this production.

Acting Presiding Officer Weinberg quizzed Deputy Executive Director Swedberg who
would be accepting the award.



Deputy Executive Director Swedberg responded that Education and Prevention
Director Mindy Carroll will be attending the awards ceremony as well as a
representative from Castleview Productions the company that produced the video.

Deputy Executive Director Swedberg continued his report with a briefing on Port of
Entry activities during Paisano season in Laredo. He stated that the final numbers are
in and show a 60% increase in revenue collected compared to the same two week
period in 2014. He added that this joint operation with the Agency’s Special Response
Team (SRT) helped to develop excellent working relationships with local Customs and
Border Patrol leadership and will continue to pay-off, not only in terms of helping to
ensure taxpayer compliance, but also in terms of the added security they can provide
to the Agency’s Tax Compliance Officers (TCOs). Deputy Executive Director
Swedberg stated that an additional smaller operation will take place the weekend prior
to Easter during Semana Santa. He added that additional operations are possible in
El Paso as well. Deputy Executive Director Swedberg stated that the Agency will be
working with the Border Patrol to build stronger relationships which will result in higher
security for Agency personnel and increased revenue collection.

Acting Presiding Officer Weinberg called upon Ports of Entry Director Karen
Smithwick to come forward for questions.

Acting Presiding Officer Weinberg commented that it is critical that the Agency has a
good relationship with the Customs and the Border Patrol for the safety of Agency
personnel. He stated that TABC Tax Compliance Officers are not armed like the
Customs and Border Patrol Agents. He added that several of the Agency’s Ports of
Entry locations are in close proximity to the Customs and Border Patrol Ports of Entry
locations.

Director Smithwick stated that the Ports of Entry personnel have good working
relationships with Customs and the Border Patrol that have been enhanced by the
presence of the SRT. She added that she hopes to expand these joint operations to
other Ports of Entry locations to increase revenue and security. Director Smithwick
stated that these operations are a benefit to all involved.

Acting Presiding Officer Weinberg quizzed Director Smithwick what communication
and security measures are in place for Agency personnel at those kiosks that are not
as close to the Customs and Border Patrol locations.

Director Smithwick responded that the kiosks have contact numbers for the Customs
and Border Patrol and are equipped with sirens and flashing lights that can be
activated to alert Customs and Border Patrol if TABC personnel feel that they are in
danger.

Acting Presiding Officer Weinberg inquired whose idea it was to have the SRT to
assistant in the port operation.



Director Smithwick responded that Assistant Chief of Field Operations Earl Pearson
made the suggestion to send the SRT to provide assistance during Paisano season to
alleviate the foot traffic congestion that occurred during last year’s Paisano season.

Deputy Executive Director Swedberg next discussed a statewide investigation to
identify locations that are substituting less expensive alcohol for high-end brands. He
stated that over the past two weekends Auditors and Enforcement Agents have visited
80 locations across the state and collected samples of straight alcoholic beverages, all
top shelf name brands, for comparison to baseline profiles.

Deputy Executive Director Swedberg continued his report with a briefing on the
Licensing Division’s Work-From-Home program that was implemented last June. He
stated that the program has been a great success and two more employees were
added in January.

Criteria for Work-From-Home program:

Output product must be measurable
Provide broadband connectivity

Track record of outstanding performance
Work during normal duty hours

Not need to deal with customers or team
members face to face on daily basis

Deputy Executive Director Swedberg stated that in return for allowing these
employees the opportunity to work from home, saving on commuting time and fuel
costs, they were asked for a ten percent increase in measurable productivity. He
added that the actual increase in measurable productivity is between forty-nine and
ninety-nine percent. Deputy Executive Director stated that he has challenged the other
division directors to identify positions and employees who would qualify for this type of
program.

Acting Presiding Officer Weinberg quizzed Information Resources Division Director
Jay Webster if there have been any security problems related to the work-from-home
program.

Director Webster responded to the negative. He stated that all equipment is agency
issued and access to the TABC network is controlled by the Information Resources
Division.

Acting Presiding Officer Weinberg inquired if the work-from-home participant’s
productivity could be raised even higher if they were provided the highest speed
broadband.

Director Webster responded that would be a budget decision, but he believes the
broadband speed is sufficient at the current levels.



Deputy Executive Director Swedberg stated that a survey could be conducted to see if
the current broadband connections are functioning at sufficient levels.

Acting Presiding Officer Weinberg would like a survey conducted of the
licensing personnel, who are working from home, to find out if a faster
broadband speed would increase productivity.

Deputy Executive Director Swedberg next briefed the Commissioners on minor sting
operations that occurred in conjunction with Spring Break. He stated that for a two-
week period from March 2" through March 15™ 2015, the Agency conducted over
nine hundred attempted sales; two to three times our number of minor stings during
any other two week period during the year. He added that even with an aggressive
education campaign, ten percent of retail locations still sold alcohol to minors. Deputy
Executive Director Swedberg stated that even ten percent is unacceptable and the
Enforcement Division is exploring strategies to increase compliance.

Acting Presiding Officer Weinberg quizzed Deputy Executive Director Swedberg
where the establishments that sold to minors were located and what actions were
taken.

Deputy Executive Director responded that the sales to minors occurred statewide. He
stated typically administrative action will be taken against the licensee. A civil penalty
is issued and they will be automatically added to the priority list. Deputy Executive
Director Swedberg stated that depending on the Safe Harbor status of the licensee,
the administrative actions can be restrained. He added that sale to a minor is a Class
A misdemeanor and an at-large warrant can be issued to the clerk who sold to a
minor.

Acting Presiding Officer Weinberg quizzed Deputy Executive Director Swedberg if
there was a pattern to the types of establishments that were selling alcohol to minors.

Deputy Executive Director Swedberg called upon one of the Enforcement Majors to
respond to the question.

Major Victor Kuykendoll of the TABC Arlington Enforcement Regional Office came
forward to respond to Acting Presiding Officer Weinberg’s question.

Major Kuykendoll responded that most sales to minors, because of the corridor aspect
of the operation, tended to take place at off-premise locations. He added that it was
disappointing that even with the increased education effort and notifications of
upcoming minor sting operations there were still sales made to minors.

Deputy Executive Director Swedberg stated that one of the challenges is that the
criminal charges are often reduced or dropped when they come through the county
attorney’s office.

Major Kuykendoll stated that several years ago the Legislature changed the penalty
for a sale to minor from a Class C to a Class B misdemeanor and eventually to a
Class A misdemeanor. Major Kuykendoll added that penalties being assessed for
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sale to minor as a Class A misdemeanor are frequently less severe than when it was
still a Class C misdemeanor due to the belief by some that a Class A misdemeanor
may be too harsh for the offense of sale to minor.

Deputy Executive Director Swedberg finished the Significant Activities section of his
report with an update on two projects currently underway in the Tax and Marketing
Practices Division.

Deputy Executive Director Swedberg stated that Tax ID stamps are provided to
distributors for placement on all bottles of spirits which are delivered to on-premise
retailers as a deterrent to refilling and tax evasion. He added that the stamps have
recently been redesigned to be harder to counterfeit and harder to reuse. Deputy
Executive Director Swedberg stated that an on-line ordering system is now in place
allowing licensees to order stamps for direct shipment from the vendor. He added that
all stamps purchased through the on-line ordering system will be electronically
approved by TABC. The next phase of the project will improve stamp traceability.

Deputy Executive Director Swedberg stated that the On-line Label Approval project
has been rolled out. He added that this project will allow licensees to submit
applications for label approval on-line and avoid the errors and delays associated with
the paper process. Deputy Executive Director Swedberg stated that with nearly
20,000 label approval applications coming through the agency annually, this
automation project is long overdue.

Acting Presiding Officer Weinberg quizzed Information Resources Director Jay
Webster if the label approval process is close to being fully automated.

Director Webster responded to the affirmative. He stated that malt beverage on-line
label approval was launched two weeks ago. He added that there are working to
resolve some issues, including adding attachments to applications, before rolling out
the wine and distilled spirits on-line label approval.

Deputy Executive Director Swedberg next briefed the Commissioners on Agency
vacancies for the month of February. He stated that vacancies are continuing to trend
downward. He added that last year the Agency had sixty-four and a half vacancies at
the end of February compared to February of this year which ended with only thirty-
three vacancies. Deputy Executive Director Swedberg stated that the Agency is
constantly engaged in a delicate balancing act of filling our positions in order to have
the people needed to carry out the mission given to us, yet maintaining enough
vacancies to provide the salary float necessary to pay for our unfunded operating
expenses. He added that the Agency should be in very good shape in this area next
year.

Acting Presiding Officer Weinberg requested Human Resources Director Loretta Doty
to come forward.

Acting Presiding Officer Weinberg commended Director Doty on a job well done.
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He stated that he would like to see the vacancy number get down to twenty. He added
that as the vacancy numbers continue to trend downward the Agency might achieve
that number.

Acting Presiding Officer Weinberg quizzed Director Doty if the eleven CPO vacancies
are being advertised yet and when the next academy will take place. Director Doty
responded to the negative. She stated that the CPO hiring process is going to be re-
evaluated to explore some new options.

Deputy Executive Director Swedberg stated that the Agency does year round
recruitment and currently has a pool of candidates that are interested in the Agency.

Director Doty stated that currently there is a pool of twelve hundred candidates that
have submitted applications. She added that currently these applications are being
screened for the minimal qualifications. Director Doty stated that once the screenings
are completed, the applicant pool will drop to approximately seven hundred.

Deputy Executive Director Swedberg stated that the Agency has had five new agent
academies in the past two years and the decision was made to put the CPO hiring
process on hold until the appropriations for the next biennium are known and the CPO
hiring process has been reviewed. He added that this would also give personnel
involved in the field training process a break as well.

Acting Presiding Officer Weinberg quizzed Deputy Executive Director Swedberg how
many of the new agents are still with the Agency out of the sixty hired over the last two
years.

Human Resources Director Loretta Doty responded that only two of the new agents
have left the Agency.

Acting Presiding Officer Weinberg stated that the retention of these new agents is
equally as important as how many agents were initially hired. He added that it takes a
lot of work to get these new agents ready to go out into the field.

Deputy Executive Director Swedberg stated that at the last academy there were more
qualified candidates than there were positions available.

Director Doty attributed the excellent pool of candidates to the efforts of TABC
recruiter Keon Flowers.

Deputy Executive Director Swedberg continued his report on Agency trends. He
began by discussing where and how enforcement inspections of licensed locations
are being conducted. Deputy Executive Director Swedberg stated that during this
Legislative Session it has been a challenge answering the question of why the Agency
is requesting more enforcement inspection resources when Legislative Budget Board
(LBB) performance measures are already being met or exceeded. He added that
while inspection numbers are being met, the focus on high priority locations continues
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to trend upward. Deputy Executive Director Swedberg stated that agents and field
supervisors are encouraged to contact local law enforcement to determine where their
calls for service are occurring and identify high priority locations.

Deputy Executive Director Swedberg stated that in addition to shifting to higher risk
locations, we have been shifting the mix of the types of inspections we conduct. He
added that an enforcement inspection can take one of several forms.

exterior surveillance
open inspection
minor sting
undercover operation

Deputy Executive Director Swedberg stated that Minor Stings and Undercover
Operations are considered “higher quality” in terms of historically resulting in a higher
rate of detected public safety violations. He added that 97% of the enforcement
administrative cases for this fiscal year are public safety related.

Acting Presiding Officer Weinberg inquired if the administrative cases are being
handled by legal staff in the field or at Headquarters.

General Counsel Emily Helm responded that almost all of the administrative cases are
handled in the field.

Continuing with trends, Deputy Executive Director Swedberg spoke on label approval
applications. He stated that every alcoholic beverage product label sold in this state
must be approved by TABC. He added that the number of labels coming into the
state has been growing steadily over the last two years. Deputy Executive Director
Swedberg stated that due to the 50% growth in label applications since 2010 and
employees have been working hard to keep up with the demand. He added that the
most telling challenges are not only by the overall growth in the number of label
approval applications, but by changes being seen in the types of labels coming in for
approval. Deputy Executive Director Swedberg stated that label approvals for malt
beverages are dramatically increasing. He added that for 2015, malt beverages are on
track to reach three-thousand label approvals. Deputy Executive Director Swedberg
stated that this is important to the Agency because malt beverage products require lab
testing for alcohol content prior to the approval. He added that malt beverage approval
takes more time and resources than the approval of wine or distilled spirits products.
Deputy Executive Director Swedberg stated that the Legislature did not approve the
extra person that was requested for the Tax and Label Approval Division. He added
that the Agency is now challenged to find ways in-house to streamline this process.

Acting Presiding Officer Weinberg inquired if we still have only one chemist.
Deputy Executive Director Swedberg responded affirmatively, but added that only

having one chemist is not the problem it is the paperwork associated with the
application process.
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Acting Presiding Officer Weinberg quizzed Deputy Executive Director Swedberg if he
thought Texans were changing their taste in alcoholic beverages.

Deputy Executive Director Swedberg responded that it is a nationwide trend.

Deputy Executive Director Swedberg’'s report is supported by a PowerPoint
presentation. (Attachment 1)

LEGISLATIVE UPDATE

Acting Presiding Officer Weinberg called upon Director of Communications and
Governmental Affairs Mariann Morelock for the next agenda item, Legislative Update.

Director Morelock stated that the 84™ Legislative Session is in full swing. She added
that committee hearings have started and the agency is monitoring and testifying at
those hearings that are of interest to the Agency. Director Morelock stated that the
House Appropriations Committee has voted their budget out of committee. She added
that on the Senate Finance Committee is currently working through all of the
Subcommittee Articles.

Acting Presiding Officer Weinberg quizzed Director Morelock if the budget that came
out of the Appropriations Committee is what the agency expected and if the agency
had people at the Capitol monitoring the committee hearings.

Director Morelock responded to the affirmative that the house budget outcome was
expected and Agency staff are monitoring the committee hearings.

Director Morelock next briefed the Commissioners on recent and upcoming deadlines
for the Legislative Session.

e Friday, March 13, 2015 (60th day) - Deadline for filing bills and joint resolutions
other than local bills, emergency appropriations, and bills that have been
declared an emergency by the governor

e Monday, May 11, 2015 (119th day) - Last day for House committees to report
House bills and House joint resolutions

Director Morelock stated that although the deadline for filing bills has passed, the
content of a bill can change dramatically as it moves through the Legislative process.
She added that she will be closely monitoring the bills throughout the Legislative
Session.

Director Morelock stated that turnover in the House and Senate has also caused
leadership changes in ten of the committees. She added that both the Senate Finance
Committee and the House Appropriations Committee are under new leadership.
Director Morelock stated that even before the session started visits were being
conducted to numerous Senators and Representatives to discuss the Agency’'s
mission and budget needs.
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Director Morelock stated that she is tracking just over 300 bills of the over 6300 bills
that have been filed. She added that these bills are prioritized as high, medium and
low impact to the Agency.

Director Morelock continued her presentation with an overview of bills that could
impact the Alcoholic Beverage Code.

Acting Presiding Officer Weinberg commented that is imperative that the Agency
remain watchful throughout the Legislative Session for amendments to bills that could
impact the Agency.

Director Morelock’s report is supported by a PowerPoint presentation.
(Attachment 2)

INFORMATION TECHNOLOGY UPDATE

Acting Presiding Officer Weinberg called upon Information Resources Division
Director Jay Webster and Assistant Director David Brandon to present the next
agenda item, Information Technology Update.

Director Webster began his presentation by discussing the major changes that have
been made to the organizational chart for the Information Resources Division (IRD).

e Addition of Assistant Director role, reporting directly to the IRD Director, to
oversee both Applications and Operations providing improved communications
and coordination within the division

e Separated the Project Management Office from under the Applications Section
of the division to a stand-alone function to address process management,
business analysis, and contract management.

o Created a dedicated Information Security Officer position that will focus solely
on information security and satisfy statutory requirements by reporting directly
to the Information Resources Division Director.

Director Webster introduced the team leads within the Information Resources Division.

Report Directly to Assistant Director David Brandon

Logan Thorne- Operations Team Lead
Carie Nguyen- Application Team Lead

Report Directly to Director Jay Webster

Gary Henderson- Project Management Office Team Lead
Wes Fitzsimmons- Information Security Officer

Director Webster stated that the Information Resources Division is now fully staffed
with 21 FTEs. He added that the division also has the most qualified staff in years.
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Director Webster stated that employee retention continues to be a challenge due to
salary differences for the same position in other state agencies and private industry.

Acting Presiding Officer Weinberg quizzed Director Webster if the Information
Resources employees are included in the proposed civilian pay increase.

Director Webster responded to the affirmative.

Acting Presiding Officer Weinberg asked to let the record reflect that Executive
Director Sherry Cook is now present at the Commission meeting.

In closing, Director Webster stated that the Information Resources Organization
structure has greatly improved in many areas including Project Management, Systems
Analysis, Information Security, and ITIL (Service Delivery Standards). Director
Webster stated that the division will continue to work to improve in all areas.

Acting Presiding Officer Weinberg called upon Assistant Director David Brandon to
continue the Information Resources Division Briefing.

Assistant Director Brandon began his presentation with a breakdown of 127 projects
currently being tracked.

e 29 active projects
e 65 pending projects
e 33 conceptual stage projects

Assistant Director Brandon next highlighted the Information Resources Division’s
project successes during the past year. He stated that the two major accomplishments
this past year were the migration of email to Cloud/Office 365 Exchange and the
migration to the TABC.Texas.gov domain. He added that the stability of the Agency
email has greatly improved since the migration to a new server.

Acting Presiding Officer Weinberg quizzed Assistant Director Brandon if the Agency
was using any other back up options other than the Cloud for email.

Assistant Director Brandon responded that email back up to the Cloud is part of the
Agency’s Microsoft service contract.

Assistant Director Brandon stated that all of the eighteen “In-Flight” projects with the
exception of two projects should be completed by the end of this fiscal year. He added
that the two exceptions are the Case Management and the Access from Anywhere
projects.

Acting Presiding Officer Weinberg quizzed Assistant Director Brandon if funding has
been secured for these projects.
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Assistant Director Brandon responded that the Case Management project will involve
future year funding. He added that it is believed that appropriate funding has been
secured, but more will be known once the budget has been set.

Director Webster’s report is supported by a PowerPoint presentation.
(Attachment 3)

RECOGNITION OF RECIPIENTS FOR THE 2014 JOSE CUEVAS, JR. GOLD STAR
AWARD

Acting Presiding Officer Weinberg and Commission Steen presented the 2014 Jose
Cuevas, Jr. Gold Star Awards in Presiding Officer Jose Cuevas’ absence.

Our employees are the driving force of this agency. They are smart, resourceful and
creative. The Gold Star Award - Employee of the Year recognizes exemplary work
performance and service — above and beyond the normal high expectations we have
for our employees. A Gold Star Award nominee is a role model, always professional
and is constantly seeking and applying new knowledge while upholding the Agency’s
Mission, Vision, Philosophy and Guiding Principles.

The Commission accepted nominations for the 2014 José Cuevas, Jr. Gold Star
Award. One civilian and one commissioned peace officer were nominated. The
2014 Civilian Employee of the Year recipient was Reynaldo Santos. Acting Presiding
Officer Weinberg read Mr. Santos’ bio.

Director of Audit Gene Bowman, Assistant Chief Audit & Investigations Dexter Jones, Executive Director Sherry Cook, Auditor
Reynaldo Santos, Commissioner Steven Weinberg, Commissioner Ida Clement Steen, Deputy Executive Director Ed Swedberg
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The 2014 Commissioned Peace Officer of the Year recipient was Sergeant Nick
Gutierrez Ill. Commissioner Steen read Sergeant Gutierrez’s bio.

Captain Ron Swenson, Assistant Chief Audit & Investigations Dexter Jones, Commissioner Steven Weinberg, Sergeant Nick
Gutierrez,Executive Director Sherry Cook, Commissioner Ida Clement Steen, Deputy Executive Director Ed Swedberg

Acting Presiding Officer Weinberg stated that both of the José Cuevas, Jr. Gold Star
Award Recipients are assigned to the Special Investigations Unit (SIU). He added that
The SIU is doing a good job.

Executive Director Cook responded to the affirmative that SIU is doing an excellent
job and is receiving support at the Capitol. She added that the SIU was created
eighteen months ago.

Acting Presiding Officer Weinberg requested that Assistant Chief of Audit and
Investigations Dexter Jones provide a briefing on the Special Investigations
Unit at the next Commission meeting.

(Attachment 4)

RECOGNITION OF RECIPIENT FOR THE 2014 SHERRY COOK LEADERSHIP
AWARD

Executive Director Cook congratulated Mr. Santos and Sergeant Gutierrez on their
awards.

The Sherry Cook Leadership Award recognizes a management level employee who
exemplifies outstanding leadership and provides exemplary service. The award’'s
purpose is to further the advancement of TABC’s Mission and Vision by recognizing
those who establish standards of excellence.
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This year’s recipient of the 2014 Sherry Cook Leadership Award is Hidalgo Ports of
Entry Supervisor Mary Rivera.

Ports of Entry Director Karen Smithwick, Executive Director Sherry Cook, Port Supervisor Mary Rivera, Commissioner Steven
Weinberg, Commissioner Ida Clement Steen, Deputy Executive Director Ed Swedberg

(Attachment 5)

INTERNAL AUDIT OF THE PERSONNEL PROCESSES

Acting Presiding Officer Weinberg called upon Internal Auditor Monday Rufus, CPA to
present the agenda item Audit of the Personnel Processes.

Mr. Monday Rufus introduced his associate Robert Gonzales, CPA and began his
presentation.

Mr. Rufus stated that the audit focused on the controls implemented by the Texas
Alcoholic Beverage Commission regarding the Personnel Processes as of February
20, 2015. He added that the results of the audit disclosed that the Commission has
procedures and controls in place related to the personnel processes. He added that
there are opportunities for the Commission to enhance the controls in place in the
personnel processes.

The primary objectives of the internal audit were:
1. Reliability and integrity of information;
2. Compliance with policies, procedures, laws and regulations;

3. Efficiency and effectiveness of operating procedures;
4. Safeguarding of assets
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Mr. Rufus stated that the Commission can enhance its personnel processes by
ensuring consistent compliance with Equal Employment Opportunity (EEO) training
every two years as required by the Texas Labor Code and the TABC Human
Resources policy manual. He added that additionally, the Agency should ensure that
the Employment Eligibility Verification (Form 1-9) documents be fully completed in
compliance with the Immigration Reform and Control Act of 1986.

Mr. Rufus stated that no other deficiencies were detected during the audit process that
are significant.

After Mr. Rufus’ discussion of the findings and recommendations from the audit,
Acting Presiding Officer Weinberg called for a motion.

Commissioner Steen moved to approve the Texas Alcoholic Beverage
Commission’s Internal Audit for the Personnel Processes as presented by the
Internal Auditor, Mr. Monday Rufus. Acting Presiding Officer Weinberg
seconded the motion. Acting Presiding Officer Weinberg stated that a motion
was made and seconded. The Audit on Personnel Processes is approved.

Mr. Monday Rufus’ report is supported by a PowerPoint presentation.
(Attachment 6)

FOLLOW-UP: COMPTROLLER’S POST PAYMENT AUDIT RECOMMENDATIONS

Acting Presiding Officer Weinberg called upon Internal Auditor Monday Rufus, CPA
present the agenda item entitled Follow-Up: Comptroller's Post Payment Audit
Recommendations.

Mr. Rufus stated the objective of this internal audit follow-up was limited to following
up on the findings and recommendations of the Comptroller's Post Payment Audit
(dated July 1, 2015). He added that the scope of his report is limited to the findings
and recommendations as of February 20, 2015.

Mr. Rufus stated that the purpose of his report was to summarize and provide the
status and steps taken by the management of the Commission to the
recommendations made in the audit reports.

Acting Presiding Officer Weinberg stated the he appreciated both of these audits as
well as the Agency’s quick and appropriate response.

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to approve the Texas Alcoholic Beverage Commission’s Follow-Up:
Comptroller’'s Post Payment Audit Recommendations as presented by the
Internal Auditor Mr. Monday Rufus. Acting Presiding Officer Weinberg
seconded the motion. Acting Presiding Officer Weinberg stated that a motion
was made and seconded. The Follow-up: Comptroller's Post Payment
Recommendations Audit is approved.

Mr. Monday Rufus’ report is supported by a PowerPoint presentation. (Attachment 7)
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PUBLIC COMMENTS

Acting Presiding Officer Weinberg asked Mr. Roger Meiners to come forward and
address the Commission.

Mr. Roger Meiners, representing Total Wine & More, advised that he had already
submitted written comments on the Proposed Rule 845.101, Coupons and Loyalty
Programs and would be happy to respond to any questions that the Commission
might have. Mr. Meiners stated that he understands that the Agency, as a law
enforcement agency, must ensure that the Alcoholic Beverage Code regulations are
enforced properly. He added that the proposal from Total Wine & More represents a
movement in the direction of modern retailing practices. He added that these coupons
and loyalty programs are well developed business marketing practices used by almost
all industries to track customers and develop relationships with their customers. Mr.
Meiners stated that it is his position that these programs do not conflict with the
Agency’s enforcement mission. He added that these programs give the customer
more choices and better prices.

Acting Presiding Officer Weinberg advised Mr. Meiners that the rules he has made
public comment on will not be voted on by the Commission at this meeting. Mr.
Meiners stated that he is available to the Agency to answer any questions regarding
these rules as the process moves forward.

RECEPTION FOR AWARD RECIPIENTS

Acting Presiding Officer Weinberg announced that a reception honoring the Agency’s
award recipients would take place in the foyer. The Commission meeting was
recessed for the reception.

EXECUTIVE SESSION TO CONSULT WITH LEGAL COUNSEL REGARDING
PENDING AND ANTICIPATED LITIGATION AGAINST THE AGENCY AND TO
DELIBERATE THE APPOINTMENT, EMPLOYMENT, EVALUATION, DUTIES OF
THE POSITION OF EXECUTIVE DIRECTOR, GENERAL COUNSEL AND /OR
AUDITOR (Govt. Code §551.071, 8551.074, §2102.006(a) and 82102.007 (a)(1) and
Texas Alcoholic Beverage Code 85.11)

Acting Presiding Officer Weinberg announced the regular open session of the
Texas Alcoholic Beverage Commission will be recessed at this time, 12:29 p.m.
March 24, 2015 and an executive session will be held to consult with Legal
Counsel regarding pending and anticipated litigation against the Agency and to
deliberate and appointment, employment, evaluation, duties of the position of
Executive Director, General Counsel and/or Auditor (Govt. Code 8551.071,
8551.074, 82102.006(a) and §2102.007 (a)(1) and Texas Alcoholic Beverage Code
85.11)

The Texas Alcoholic Beverage Commission has concluded its Executive
session and is now in open regular session. The date is March 24, 2015 and the
time is 1:10 p.m. No final action, decision or vote was made in Executive
session.
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Acting Presiding Officer Weinberg called upon Assistant General Counsel Martin
Wilson to present the next agenda item.

Acting Presiding Officer Weinberg called up agenda items twelve through fifteen
together for discussion.

Assistant General Counsel Wilson stated that these four rules were approved for
publication in the Texas Register at the January Commission meeting. He added that
no comments were received on these rules. Assistant General Counsel Wilson
recommended the adoption of these rules without change.

RE-ADOPT WITHOUT CHANGE, RULE 831.2, STATE-OWNED MOTOR VEHICLES

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to re-adopt without change, Rule 831.2, State Owned Motor Vehicles.
Acting Presiding Officer Weinberg seconded the motion. The motion passes as
recommended.

RE-ADOPT WITHOUT CHANGE, RULE 831.10, FILING A COMPLAINT

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to re-adopt without change, Rule 831.10, Filing a Complaint. Acting
Presiding Officer Weinberg seconded the motion.  The motion passes as
recommended.

RE-ADOPT WITHOUT CHANGE, RULE 833.26, MANUFACTURER'S AGENT'S
WAREHOUSING PERMIT FEE

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to re-adopt without change, Rule 833.26, Manufacturer’'s Agent’s
Warehousing Permit Fee. Acting Presiding Officer Weinberg seconded the
motion. The motion passes as recommended.

RE-ADOPTION WITHOUT CHANGE, RULE 833.32, NOTIFICATION OF EXPIRED
OR SUSPENDED LICENSES AND PERMITS

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to re-adopt without change, Rule 833.32, Notification of Expired or
Suspended Licenses and Permits. Acting Presiding Officer Weinberg seconded
the motion. The motion passes as recommended.

Acting Presiding Officer Weinberg called up agenda items sixteen through nineteen
together for discussion.

Assistant General Counsel Wilson stated that these four rules were approved for
publication in the Texas Register at the January Commission meeting. He added that
no comments were received on these rules. Assistant General Counsel Wilson
recommended the repeal of these rules.
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ADOPT REPEAL OF RULE 837.1, PAYMENT FOR THE RECORD ON APPEAL

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to repeal, Rule 837.1, Payment for the Record on Appeal. Acting
Presiding Officer Weinberg seconded the motion. @ The motion passes as
recommended.

ADOPT REPEAL OF RULE 841.24 LIQUOR PRESCRIPTIONS-PHYSICIAN'S
PERMITS

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to repeal, Rule 841.24, Liquor Prescriptions-Physician’s Permits. Acting
Presiding Officer Weinberg seconded the motion.  The motion passes as
recommended.

ADOPT REPEAL OF RULE 841.40, MONTHLY REPORT OF MEDICINAL
PHARMACY

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to repeal, Rule 841.40, Monthly Report of Medicinal Pharmacy. Acting
Presiding Officer Weinberg seconded the motion. = The motion passes as
recommended.

ADOPT REPEAL OF RULE 841.50, GROSS RECEIPTS TAX

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to repeal, Rule 841.50, Gross Receipts Tax. Acting Presiding Officer
Weinberg seconded the motion. The motion passes as recommended.

Acting Presiding Officer Weinberg called upon Assistant General Counsel Wilson to
present the next agenda item.

ADOPT PROPOSED AMENDMENTS TO RULE 835.3, VEHICLE REGISTRATION

Assistant General Counsel Wilson stated that this rule addresses permittees that are
required to put their permit or license number on vehicles when transporting alcoholic
beverages. He added that during the rule review process, it was determined that a
reference to brewpubs needed to be added to this rule. Assistant General Counsel
Wilson stated that one comment was received that thought that the Agency was being
over-regulatory. He added that this obligation for brewpubs already exists and the
Agency is not imposing additional regulatory burden, but notifying members in this
area of the industry that they are subject to this rule.

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to adopt the proposed amendments to Rule 835.3, Vehicle Registration.
Acting Presiding Officer Weinberg seconded the motion. The motion passes as
recommended.
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Acting Presiding Officer Weinberg called up agenda items twenty-one through twenty-
six together for discussion.

Assistant General Counsel Wilson stated that during the rule review process, it was
determined that minor changes were needed to these rules. Assistant General
Counsel Wilson stated that the most substantial changes would be the amendments
to Rule 831.3, Petition for the Adoption of a Rule.

APPROVE PUBLICATION OF PROPOSED AMENDMENTS TO RULE 831.3,
PETITION FOR THE ADOPTION OF A RULE

Assistant General Counsel Wilson stated that the amendments to this rule would
require a petition for rulemaking to include the actual name of the petitioner on the
petition. Currently, the person filing the petition may be doing so on behalf of someone
else who is not listed on the petition.

Assistant General Counsel Wilson stated that another change to Rule 831.3 would be
to allow staff to publish a petition for rulemaking in the Texas Register if the petition
has reached the end of the sixty day period and the Commission has not acted on the
petition. Currently, if the sixty day period ends and the Commission has not acted on
the petition, the petition must be brought back before the Commission to approve to
publish the petition in the Texas Register. Assistant General Counsel Wilson added
that this will be a time saving factor going forward.

Assistant General Counsel Wilson stated that the last significant change to Rule 831.3
would be to allow the Executive Director to deny a petition for rulemaking be brought
before the Commission if a same or substantively similar petition had been filed with
the Commission in the last year. Currently, the rule states that the Executive Director
can deny a petition for rulemaking if a same or substantively similar petition had been
filed during a six month period.

Acting Presiding Officer Weinberg questioned the use of the phrase “substantively the
same” in Rule 831.3. He added that the phrase should be omitted from the rule due to
the possible interpretations. Acting Presiding Officer Weinberg stated that the phrase
either needs to be defined or omitted from the rule. He added that it should be omitted
from the rule.

Acting Presiding Officer Weinberg recommended that the Proposed Amendment to
Rule 831.3, Petition for the Adoption of a Rule be approved for publication with the
recommended change.

Acting Presiding Officer Weinberg called for a motion. Acting Presiding Officer
Weinberg moved to approve publication of the proposed amendments to Rule
831.3, Petition for the Adoption of a Rule with change. Section (F)(1)(f)
Repetitive petitions, will read: “The Administrator may refuse to bring a petition
for rulemaking to the commission if, within the preceding year, the commission
has considered a previously submitted petition for the same rule.”
Commissioner Steen seconded the motion. The motion passes with
recommended change.
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APPROVE PUBLICATION OF PROPOSED AMENDMENT TO RULE §831.11,
RESOLUTION AND INFORMATION ON COMPLAINTS

Assistant General Counsel Wilson stated that this amendment would require a
complainant be notified of the resolution of a complaint if the complainant requested to
be notified.

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to approve publication of the proposed amendment to Rule 831.11,
Resolution and Information on Complaints. Acting Presiding Officer Weinberg
seconded the motion. The motion passes as recommended.

APPROVE PUBLICATION OF PROPOSED AMENDMENTS TO RULE 833.2,
APPLICATION AND FEE PAYMENT PROCEDURES

Assistant General Counsel Wilson stated that the proposed amendments to this rule
change the language to reflect that licenses are no longer filed with the county, but
directly with the Agency.

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to approve publication of the proposed amendments to Rule 833.2,
Application and Fee Payment Procedures. Acting Presiding Officer Weinberg
seconded the motion. The motion passes as recommended.

APPROVE PUBLICATION OF PROPOSED AMENDMENTS TO RULE 8§33.4,
MANUFACTURER'S WAREHOUSE LICENSE FEE

Assistant General Counsel Wilson stated that the proposed amendments to this rule
change the language to reflect that licenses are no longer filed with the county, but
directly with the Agency.

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to approve publication of the proposed amendments to Rule 833.4,
Manufacturer’'s Warehouse License Fee. Acting Presiding Officer Weinberg
seconded the motion. The motion passes as recommended.

APPROVE PUBLICATION OF PROPOSED AMENDMENTS TO RULE §33.33,
NOTIFICATION REQUIREMENTS

Assistant General Counsel stated that the proposed amendments to this rule allow
permittees to update their current address and add email addresses at any TABC
office including district offices. The rule currently states that these changes must be
filed at TABC Headquarters. He added that this change will encourage that permittee
addresses are kept current. Assistant General Counsel Wilson stated that a change
of address in connection with Seller Server Certificates would still be required to be
filed at TABC Headquarters.

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to approve publication of proposed amendments to Rule §33.33,
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Notification Requirements. Acting Presiding Officer Weinberg seconded the
motion. The motion passes as recommended.

APPROVE PUBLICATION OF PROPOSED AMENDMENTS TO RULE 837.5,
POPULATION IN CERTAIN COUNTIES

Assistant General Counsel Wilson stated that currently there is a reference in the
rules to specific sections of the Alcoholic Beverage Code that relate to population as
the decennial census. The amendment to Rule 837.5 would allow for a more generic
language throughout the Alcoholic Beverage Code and Rules where a reference to
population is made. Assistant General Counsel Wilson stated that the population
reference would now read the “last or most recent decennial census.” He added that
this change would make the Agency’s wording consistent with the Code Construction
Act chapter of the Government Code. He added that this chapter of the Government
Code applies to all codes and rules.

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to approve publication of the proposed amendments to Rule 837.5,
Population in Certain Counties. Acting Presiding Officer Weinberg seconded
the motion. The motion passes as recommended.

Assistant General Counsel Wilson stated that these rules, agenda items 21-26, will be
posted in the Texas Register for a 30 day comment period. He added that a public
hearing on these rules has been scheduled at TABC Headquarters on April 24, 2015
at 1:30 p.m.

Acting Presiding Officer Weinberg quizzed Assistant General Counsel Wilson if these
rules will be brought back at the next Commission meeting.

Assistant General Counsel Wilson responded to the affirmative that these rules will be
brought back to the May Commission meeting.

Acting Presiding Officer Weinberg called up agenda items twenty-seven and twenty-
eight together for discussion.

APPROVE PUBLICATION OF NOTICE OF INTENTION TO REVIEW RULE §35.41,
TERMS DEFINED

APPROVE PUBLICATION OF NOTICE OF INTENTION TO REVIEW RULE 837.2,
CONTESTED CASE

Assistant General Counsel Wilson stated that during the rule review process it was
determined that these two rules, Rule 835.41 and 837.2, were still needed, but did not
need any changes. He added that publication in the Texas Register for a 30-day
comment period allows people to provide written comment on these rules. If it is
decided that a change is necessary, the rule will come back to the next Commission
meeting as a proposed amendment. If no comments are received, the rule will come
back to the next Commission meeting to re-adopt the rule as currently written.
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Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to approve publication of notice of intention to review Rule 835.41,
Terms Defined. Acting Presiding Officer Weinberg seconded the motion. The
motion passes as recommended.

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen
moved to approve publication of notice of intention to review Rule 837.2
Contested Case. Acting Presiding Officer Weinberg seconded the motion. The
motion passes as recommended.

Acting Presiding Officer Weinberg called upon Assistant General Counsel Wilson to
present agenda items twenty-nine through thirty one for discussion.

UPDATE ON PROPOSED REPEAL OF CURRENT RULE 845.101, REBATES,
COUPONS, AND PROMIOM STAMPS

UPDATE ON PROPOSED NEW RULE 845.101, COUPONS AND LOYALTY
PROGRAMS

UPDATE ON PROPOSED AMENDMENTS TO RULE 845.103, ON-PREMISES
PROMOTIONS

Assistant General Counsel Wilson stated that the public comment period ended March
13, 2015 for these rules. He added that all comments that have been received to date
have been placed on the TABC website for public viewing and additional comments.
Assistant General Counsel Wilson recommended that there be another comment
period held that will close on April 24, 2015.

Acting Presiding Officer Weinberg quizzed Assistant General Counsel Wilson if
another stakeholders meeting would be held on these rules.

Assistant General Counsel Wilson responded that there is a good possibility an
additional stakeholders meeting will be held no matter what direction the Agency takes
on these rules.

Acting Presiding Officer Weinberg stated that he has read all of the comments found
them all to be very interesting and well thought out. He added that there is definitely
interest in this rule and he has confidence that Assistant General Counsel Wilson will
handle it well and bring back the staff recommendation.

Acting Presiding Officer Weinberg quizzed Assistant General Counsel Wilson how
other rule oriented agencies are handling the required rule review process.

Assistant General Counsel Wilson responded that he does not have the information
ready to discuss, but will provide it to the Commissioners.

Assistant General Counsel Wilson will provide the requested information on the
rule review processes of other comparable agencies at the next Commission
meeting.
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NEXT MEETING DATES

Acting Presiding Officer Weinberg announced the next meeting date is scheduled for
Thursday, May 28, 2015. There will not be a meeting in April.

Acting Presiding Officer Weinberg called for a motion. Commissioner Steen moved to
approve May 28, 2015 as the date for the next Commission meeting. Acting Presiding
Officer Weinberg seconded the motion. The motion passes.

ADJOURN
Acting Presiding Officer Weinberg called for a motion to adjourn. Commissioner
Steen made a motion. Acting Presiding Officer Weinberg seconded. The motion

was made and seconded. The motion passes. Acting Presiding Officer Weinberg
announced that the meeting was adjourned at 1:39 p.m.
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84t | egislature — Appropriations Update
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Significant Activities

Vacancy Update
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84th egislative Session

Session Is Underway
» Tuesday, January 13, 2015 (1st day)
— 84th Legislature Convened at Noon
» Friday, March 13, 2015 (60th day)
— Deadline for Filing Bills and Joint Resolutions other
than Local Bills, Emergency Appropriations, and
Bills that have been Declared an Emergency by the Governor
 Monday, June 1, 2015 (140th day)
— Last day of 84th Regular Session

Appropriations Status
* House Appropriations Committee
— Voting on Committee Substitute to HB1 Today
« Senate Finance Committee
— Expect Vote on Committee Substitute to SB2 This Week

* Once Voted out of Respective Committees...Five Day Layout and then Taken to
Full Floor of Each Legislative Body

» Differences to be Sent to Conference Committee for Resolution




General Revenue Base
Technical Adjustment - Hardware/Software Acquisitions

|. Career Ladder / Retention Plan

II. Economic Development Programs
4 Field Licensing Processors - LBB Right Size
5 Field Auditors - LBB Right Size
3 Field Auditors - Additional for MIU
4 POE - Tax Compliance Officers - LBB Right Size
1 Label Approval
Total, Exceptional Item #2

[ll. Public Safety Programs
4 Field Enforcement Agents - LBB Right Size
2 Field Enforcement Agents - Additional for Enforcement
Radios (183 Mobile APX Radios)
Vehicles (20 @ $24,000)
Total, Exceptional Item #3

IV. Organized Criminal Activity Program
6 Field Special Investigation Agents

V. Information Technology Improvements
1 Security Specialist
Security
Excise Tax Automation
Total, Exceptional Item #5

VI. Centralized Accounting and Payroll/Personnel System (CAPPS) (1 FTE)

Total, TABC Exceptional Items

Total, TABC General Revenue Request FY 16-17
Total, TABC Indirect Costs FY 16-17

Total, TABC Cost FY 16-17

Total, TABC Estimated Revenue FY 16-17

Total, Estimated Reserve - FY 16-17

FY 2016

Biennial
FY 2017 Total

$47,169,916 $46,708,245 $93,878,161

$221,274  $263,161 $484,435
$1,749,561 $1,753,671  $3,503,232
$160,510  $151,134 $311,644
226,633 243,699 470,332
135,980 146,219 282,199
133,373 133,373 266,746
41,896 39,552 81,448
$698,392  $713,977  $1,412,369
$412,024  $260,924 $672,948
206,012 130,462 336,474
470,382 1,018,750 1,489,132
240,000 240,000 480,000
$1,328,418 $1,650,136 $2,978,554
$708,234  $476,384 $1,184,618
$73,254 $71,504 $144,758
242,000 247,000 489,000
480,000 105,000 585,000
$795,254  $423,504  $1,218,758
$105,967  $132,277 $238,244
$5,385,826 $5,149,949 $10,535,775

$52,777,016 $52,121,355 $104,898,371
$14,315,097 $14,635,163 $28,950,260

$67,092,113 $66,756,518 $133,848,631

$76,301,921 $61,681,767 $137,983,688

$9,209,808

-$5,074,751  $4,135,057
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Systems Analyst

Jesse Valdez received his Bachelors of Applied Arts and Sciences degree
from Texas State University. His prior role was an Account Manager with
Neubus, Inc. where he was a business analyst, customer liaison and project
manager. Jesse brings a wealth of knowledge within the technology
industry and is part of Project Management Office team within IRD.

Attorney- Arlington

New Team Members
Public Information Officer

Chris Porter joined the TABC in 2015. His duties include serving as an agency
spokesperson and media liaison. A veteran of the United States Army, Chris served in
locations around the world, including Bosnia, Kuwait, Morocco, Egypt and throughout
Europe. Following his military service, Chris gained extensive experience as an award-
winning writer and editor for several daily and weekly newspapers across Texas. He
most recently served as a Program Manager for the Texas Army National Guard’s
Recruiting & Retention Battalion, where he helped create and manage statewide
recruiting campaigns for the nation’s largest National Guard force. Chris is a graduate of
the U.S. military’s Defense Information School and holds a degree in Public Relations
from Texas State University.

Edgar Korzeniowski received his J.D. from Willamette University College of Law in

I Salem, Oregon, and his B.A. in Political Science from the University of North Texas
.{_} in Denton, Texas. Prior to joining TABC, Edgar served as an Administrative Law
\ | Judge for the Washington State Office of Administrative Hearings for over three

Ca years. Edgar's other experience includes having served as Deputy Prosecuting
| Attorney for almost five years for Grays Harbor County in Washington State.



Significant Activities

* In-Service CPO training on Use of Force, Critical Incident Response and Open
Inspections is underway

— Developed by the Training Division in response to recent highly-publicized deadly force incidents

— Eight hour course covering constitutional and statutory standards, de-escalating aggressive behavior, and
open inspection intelligence and tactics

— San Antonio and McAllen completed / Houston and Lubbock this week / Austin and Arlington next week
— Al TABC CPOs will be trained by the end of April

» What Really Happened, the TABC-produced public service g Y

z
7/ TN WINNER

video to prevent underage drinking (screened at the
November Commission Meeting), has been nominated to

receive a coveted Remi Award in the Public Service category
* Presented at Houston WorldFest — April 10-19
* WorldFest is one of the oldest and largest film and video competitions in
the world, with more than 4500 category entries received from 37
countries
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Significant Activities

e Joint Op during Paisano Season at Laredo
and Eagle Pass Ports from January 1-12

Over 60% increase in revenue collected ($137K)
compared to previous year

Over 1000 overtime hours worked by 31 TCOs

Fifteen SRT members assisted with Traffic
Control and Tax Compliance Assistance

Developed excellent working relationship with
Customs and Border Patrol leadership

» Audit and Enforcement Personnel have developed and are currently executing a
statewide counterfeit alcoholic beverage sting operation

Undercover purchases of straight distilled spirits at approximately 80 locations across all districts
Samples are collected in sterile containers and transported to TABC lab for testing and
comparison to baseline profiles

Deviations will be sent to manufacturer for additional analysis

 Licensing Division Work-From-Home Program

Two Licensing and Permitting Specialists (LPS) began program in June 2014 (Liza Castillo & Khristi Polk)
Two LPSs began program in January 2015 (Julian Pedraza and Lanatasha Thomas)

Productivity in completing original applications has increased between 49-99% compared to working
from the office



Significant Activities

* Statewide Spring Break Minor Sting Spring Break 2015 Media Coverage
Operation has been underway in March

« Atotal of 930 minor sales were attempted by our . public Aware OF Upeoming

Enforcement teams between March 2-15 T_-‘-r?f Wanl® Stings e
Iring

*  Number is 200-300% of our normal volume of i ® e
minor sting attempts during a typical two week olds undsrcover stings for DW enforcement
period TABC Agents Tripled Amid Preps for SXSW..

» This was preceded by an aggressive education ‘ - <sion Cracks
campaign by our Auditors, in some cases sharing Texas Alcoholic Beverage COMMIES
with the licensee the specific day that we planned Nown on Serving Booze 10 Minors
to conduct sting operations S

«  Clerks or bartenders sold to our minors during 92 of Spring Bt g uecessful Undercover |
the attempts for a compliance rate of 90.1% oo RIS = " =P

aresirin monus I —_—

» Two Major Projects in Excise Tax and Marketing Practices Division are currently in

“soft rollout” and undergoing user testing — both will “go live” in early April
» |ID Stamp Upgrade and On-line Ordering System
» Gets TABC out of the business of storing and shipping stamps
* New stamp is harder to counterfeit and reuse 0C
* On-line Label Approval Application Process _TAB.C.
* Enhancement to Versa:Online automates the front-end process for nearly 20,000 label
applications annually for wine, spirits and malt beverages



February 2015 Vacancies
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TRENDS

Priority Inspections Minor Stings & Undercover Ops as a
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Label Applications Processed T R E N D S

FY 2010 - FY 2014
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84t Legislature
Session Update

Mariann H. Morelock
Director of Communications and Governmental Affairs
3/24/2015



Legislative Update

Legislative Deadlines

Committees

Legislation

Potential Changes to Alcoholic Beverage Code
Tracking Categories
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Dates of Interest

November 2014 — Pre-filing of legislation
Tuesday, January 13, 2015 (1st day) — 84" Legislature convened

Friday, March 13, 2015 (60th day) - Deadline for filing bills and joint
resolutions other than local bills, emergency appropriations, and bills that
have been declared an emergency by the governor

Monday, May 11, 2015 (119th day) - Last day for House committees to
report House bills and House joint resolutions

Monday, June 1, 2015 (140th day) - Last day of session; corrections only in
House and Senate

Sunday, June 21, 2015 (20th day following final adjournment) - Last day
governor can sign or veto bills passed during the regular legislative session

Monday, August 31, 2015 (91st day following final adjournment) - Date bills
without specific effective dates (that could not be effective immediately)
become law
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Committees

» Leadership

e Senate committees

@ Business and Commerce (B&C)
§ Senator Kevin Eltife, Chair

e House committees

@ Licensing and Administrative Procedures (LAP)
§ Representative Wayne Smith, Chair




Legislation

e Total Bills and Joint Resolutions Filed this
Session = 6,305

e Bills Tracked by TABC = 327
@ High Priority =41
@ Medium Priority = 87
@ Low Priority = 199

88 bills amending the Alcoholic Beverage
Code (including companion bills)
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Alcoholic Beverage Code

HB 409 by C. Turner — insurance for certain permittees/licensees
HB 688 — commission increases to 5 members
HB 1018 by Geren — powdered alcohol

HB 1225/SB 609 by Isaac/Hancock — distilled spirits not limited
to package stores

HB 1348/SB 428 by Geren/Eltife — label approval process

HB 2118 by Raymond — alcohol-dispensing machines

HB 2296 by Smith — central business districts

HB 2297/SB 700 by Smith/Eltife — electronic signatures

HB 2339/SB 802 by Smith/Eltife — Public Entertainment Facilities




Alcoholic Beverage Code

HB 2882 by D. Miller — TABC collects and remits local fees
SB 1198 by Eltife — de minimis

SB 326/SB 396/HB 2874 by Estes/Burton/D. Miller — lifts cap on
wine shipments by winery

SB 367 by Garcia — subterfuge

SB 719 by Burton — manufacturers can ship direct to consumers
HB 2047 by Ashby — alcohol-free zones

HB 2072 by Isaac — a retailer operates as a winery

HB 2328 by Thompson and HB 3015 by Geren — wineries have to
make wine




Tracking Categories

Budget/Purchasing/Fiscal
Human Resources

Licensing

Alcohol—Education, Tax, Substance
CPOs / Law Enforcement

Guns and Weapons
Legal/Hearings

Human Trafficking/Prostitution
General Government

Open Records /Open Meetings
Information Technology
Training

Drugs/Controlled Substances
Local Option Elections
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Information Resources Briefing

Jay Webster
Information Resources Division Director

David Brandon
Information Resources Division Assistant Director



@raze_ Briefing Outline

@The IRD Organization
@Project Updates

e Successes

* In-Flight

e Pending
@DIRD Objectives for This Year



The IRD Organization

INFORMATION RESOURCES DIVISION
Director
Jay Webster

Administrative Assistant
Marie Figueroa

Information Security Officer Assistant Director Team
Team

Project Management Office

Y David B
Wes Fitzsimmons avid Brandon Team
Applications Team Operations Team
Carie Nguyen Bich Nguyen Logan Thorne Bob White Gary Henderson
(Team Lead) (Team Lead) (Team Lead)
[ 1 I 1 |
James Burns Charles Zoch Ozie Farr Edward LeBlanc Mona Appling
| 1 | 1 I
Joe lagnemmo Loc Vu Tommie Baker Kyle Winfield Jesse Valdez
P | [
Michael Watson Cody Esser
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IRD Leadership

Logan Thorne
Operations Team Lead

P - 4

People on Team: 7

Years with TABC: 3 Years

Team Lead Since: 11/14

Key Responsibilities:
IRD Help Desk, Desktop Support, Telecom,
Servers, Local Area Network, Wide Area
Network

Carie Nguyen
Applications Team Lead

2

People on Team: 7

Years with TABC: 18 Years

Team Lead Since: 11/14

Key Responsibilities:
Application Development, Application
Support, Application Architecture, Data
Management, Data Center Services

Gary Henderson
PMO Team Lead

People on Team: 3

Years with TABC: 16 Years

Team Lead Since: 12/14

Key Responsibilities:
Project Management, Project Portfolio
Management, Project Governance,
Systems Analysis, Business Analysis

Wes Fitzsimmons

People on Team: 1

Years with TABC: 14 Years

Team Lead Since: 09/14

Key Responsibilities:
Security Policies, Malware Prevention,
Intrusion Prevention, CJIS Compliance,
|dentity & Access Management




Glaze The IRD Organization

 Fully Staffed for the First Time in Many Years
e Qualified Staff
* Improved Maturity and Focus on:

@ Project Management

@ Systems Analysis

@ Information Security

@ ITIL (Service Delivery Standards)



Grase_ Project Updates — Successes
Snapshot

Online Renewals: BB, BC, BI, BJ, BD, L, K, W, LX, X, 0, G, Z, Q, P, L"F\(
MB, RM, BE, BF, BG, BQ X

Move Barcode to Front of Permit & Permit Redesign

Neubus Document Imaging (Seller Server, Property/Acquisition, & Excise Tax)
PC Refresh, including Upgrade to Windows 7

Migration to Exadata (Oracle Database as a Service)

HB2738 Legacy Systems Study

Migrate to Email Cloud — Office 365 Exchange

Migrate to TABC.Texas.gov domain (website and email addresses)

Seized & Purchased as Evidence System & Evidence/Property Room
Procedures

PBX/Telephone Upgrades
Cash Credit Law Rewrite for Security Roles and Permissions
HQ Public Wi-Fi



@rase_ In-Flight Projects
Snapshot
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e Apps Team
1. Replicon Time and Leave Project
Case Management
ID Stamp Project
Implement Remaining V:O On-Line Renewals
On-line Label Approval Project through V:O
VBOX
Staffing Master/Revenue Reports/Budget Reports Project
Holding Tank

 OpsTeam
1 Access from Anywhere (Virtual Desktop Rollout and AnyConnect Installs)
2 Network Upgrades/Quality of Service

3 Ports of Entry - Tornillo Bridge (Fabens)

4 Ports of Entry — Bayport Cellular Handheld Devices

5. Replace Core Router/AVPN (dependent upon DPS)

6. Hidalgo Wireless Router
.

8.

e

1

2

N~ WDN

Lync (Unified Communications)
ZenDesk Metrics
« Xerox (Data Center)
Upgrade servers from Windows 2003 to Windows 2012
Exadata SuperCluster SPARC



Pending Projects
Snapshot

Disk & Device Encryption
Multiple Process Improvements
Security Program: Near-Term Recommendations

CAPPS Enterprise Resource Planning (Statewide Project to Upgrade
Financial and HR Systems)

Excise Tax Automation

Migrate Vehicle Stop, IAMS and Legislative/Media Contacts off Lotus Notes
Platform

Online Original License Applications
Online Civil Penalty Collections



@raze_ IRD Goals for 2015

* |RD Imperatives
@ Protect the environment (security, outages, and data)
@ Provide Good Customer Service
@ Improve Agency Efficiency through Automation

e |RD Priorities
@ Break-Fix — Reactive Maintenance (Tickets, Outages)
@ Maintenance — Proactive Maintenance (Tickets, Upgrades)
@ Projects

@ Process Improvement through documentation and cross-
training
@ Celebrate Successes with recognition, lunches, and parties
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BB IRD Goals for 2015
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* |RD Goals for the Coming Year

1.

N B

©

Support executives through the legislative session
Finish What We’ve Started (See list of Projects)
Improve documentation and cross-training

Visit the field offices on a routine basis, to provide in-person
customer support

Develop Service Level Baseline Metrics
IRD Policy Rewrites, esp. Security Policies
Security Program Improvements (Gartner Recommendations)

Implement Self Service Functions (ways for employees to
resolve their own problems)

Start CAPPS Financials Migration (begins 9/1/15)

Implement end-user training modules for technology
(PowerPoint/CBT)



IRD Baseline Metrics

Humber of tickets closed in the past month

# Solved Tickets
# Solved Tickets T3
Humber of tickets. closed in the past month by D mdm:budnlupmtmhyﬂrmm{blm
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Questions ?
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Internal Audit of the Personnel Process



INTERNAL AUDIT OF THE
PERSONNEL PROCESSES
AS OF FEBRUARY 20, 2015

AT THE
TEXAS ALCOHOLIC BEVERAGE COMMISSION

(REPORT NO: TABC 015-001)



MONDAY N. RUFUS, P.C.
Certified Public Accountants & Consultants

Member: American Institute of Certified Public Accountants

Commission Members
Texas Alcoholic Beverage Commission
Austin, Texas

We have conducted an internal audit (audit) of the Personnel Processes at the Texas Alcoholic Beverage
Commission (Commission) as of February 20, 2015. The results of our audit disclosed that the
Commission has procedures and controls in place related to the Personnel Processes. We noted some
opportunities for enhancing the controls in place in the personnel processes.

The report that accompanies this letter summarizes our comments and recommendations.

February 20, 2015
Austin, Texas
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Executive Summary

Background Information

In 1935, the Legislature created the Texas Alcoholic Beverage Commission (formerly the Texas Liquor
Control Board).

The Texas Alcoholic Beverage Commission (Commission) is the state agency that regulates all phases of
the alcoholic beverage industry in Texas. The duties of the Commission include regulating sales,
taxation, importation, manufacturing, transporting, and advertising of alcoholic beverages.

The Commission collects in excess of $200 million annually in taxes and fees from alcoholic beverage
license and permit fees, alcohol beverages taxes, cigarette taxes, airline beverage tax, and revenue
collected on audits. This revenue aids in the financing of the state’s public schools, local governments,
research, human services, and other areas in which state government provides services to all Texans and
is deposited into the General Revenue Fund.

The TABC currently has 646.8 Full-Time-Equivalent (FTES) for fiscal year 2015.

The Commission’s Human Resource Division manages employment related activities, including
recruitment, selection, benefits and compensation, employee relations, classification, risk management,
and implementation of the agency’ equal employment opportunity program. Agency personnel file and
documentation is kept at the Human Resource Division.

The Training Division is responsible of enhancing the professionalism within the agency by providing
ongoing training and education to all employees. All employees are encouraged to participate in a wide
variety of courses ranging from customer service training to legislatively mandated law enforcement
classes.

The Human Resources Division and Training Division personnel consist of seven (7) and seven (7) Full-
Time-Equivalent employees, respectively.

Summary of Internal Audit Results
The Commission has Personnel processes in place to provide reasonable assurance that the Commission
is in adherence and compliance with state and federal personnel requirements.

Clear policies and procedures have been established and implemented for personnel functions. Some of
these procedures include adequate support for personnel actions in personnel files.

The Commission can enhance its personnel processes by ensuring consistent compliance with Equal
Employment Opportunity (EEO) supplemental training every two years on employment discrimination



and sexual harassment as required by Section 21.010, Chapter 21, of the Texas Labor Code, and the
TABC Human Resource manual’s Policy Number HR-1.03.

Additionally, the Commission should ensure that the Certification section in all new employee
Employment Eligibility Verification (Form 1-9) documents be fully completed in compliance with the
Immigration Reform and Control Act of 1986.

There were no other deficiencies detected in the audit of the Personnel Processes that are significant to the
objectives of this audit. Any insignificant issues noted have been communicated to the management of the
Commission as required by Government Auditing Standards.

Summary of Management’s Responses

Management concurs with the recommendations outlined in this report. The agency will update
procedures and policies to ensure all mandated training, including Equal Employment Opportunity
(EEO) training, is conducted and properly tracked. The agency will ensure that the Certification section
of employee Employment Eligibility Verification (Form 1-9) documents is fully completed in compliance
with the Immigration Reform and Control Act of 1986.



Objectives, Observations, Recommendations, and Management’s Response

The primary objectives of the internal audit were:
1. Reliability and Integrity of Information
2. Compliance with Policies, Procedures, Laws, and Regulations
3. Efficiency and Effectiveness of Operating Procedures

4. Safeguarding of Assets

RESULTS AND RECOMMENDATIONS

Internal Audit Objective 1: Reliability and Integrity of Information

All personnel action forms are approved and signed by executive management.

Personnel payroll and employee longevity payment amounts are monitored and reconciled monthly by the
Business Services Division with the State Comptroller’s Uniform Statewide Payroll/Personnel System
(USPS) reports.

The Commission has enhanced new employee forms, such as the (Form HR-08) Record of Employee’s
Service With the State of Texas to ensure completeness and accuracy of a new employee’s previous

employment.

Internal Audit Objective 2: Compliance with Policies, Procedures, Laws, and Regulations

Finding 1: Non-compliance with Required Equal Employment Opportunity (EEO)
Supplemental Training

Criteria:
Chapter 21, Section 21.010 of the Texas Labor Code and TABC Human Resource manual Policy Number
HR-1.03 requires that all employees complete an education and training course on the Commission’s
policies and procedures relating to employment discrimination, including employment discrimination
involving sexual harassment, within 30 days of employment. Additionally, supplemental training is
required every two years.

Condition:
Eight (8) (20 %) of 40 employees tested had not taken the EEO supplemental training every 2 years as
required by Section 21.010, Chapter 21 of the Texas Labor Code and TABC Human Resource manual
policies and procedures HR-1.03.



Cause:
Based on the results of our testing, it appears that management failed to consistently monitor required
employee EEO supplemental training compliance.

Effect:
Although the Commission has employee training policies, by not consistently monitoring and ensuring
that required EEO supplemental training for employees is current, there is noncompliance with Section
21.010, Chapter 21 of the Texas Labor Code.

Recommendation:

TABC should comply with Section 21.010, Chapter 21, of the Texas Labor Code and TABC Human
Resource manual Policy Number HR-1.03 and ensure that every employee receives the required EEO
supplemental training every 2 years.

Management’s Response:

The Human Resource Policy and Procedures Manual will be updated to transfer the responsibility of
tracking, reporting, and notifying all employees of the status of EEO mandated training from the
Human Resources Division to the Training Division. The Training Division will utilize the
automated Learning Management System (LMS) to track, report, and notify employees and
supervisors of mandated training renewal dates. Implementation of LMS for EEO Training was
completed February 2015. All related policy updates will be completed by June 30, 2015.

Finding 2: Incomplete Certification Section on Employment Eligibility Verification (Forms 1-9)

Criteria:
The Immigration and Nationality Act (INA) added by the Immigration Reform and Control Act of 1986
(IRCA) requires that employers must complete a Form 1-9 for every new employee they hire after
November 6, 1986. Employers must verify the identity and employment authorization of each person
they hire by completing and retaining a Form 1-9 copy.

Condition:
Three (3) of the 40 employee personnel files tested did not have the Certification section of the
Employment Eligibility Verification Form 1-9 fully completed.
- Form 1-9 Certification section was left blank, resulting in no employment eligibility verification
for the employee
- Form -9 Certification section only had the signature of the employer’s (TABC) Authorized
Representative with no other required information in the section.
- Form 1-9 Certification section did not have the Date when the employee’s employment eligibility
was verified by the Employer’s Authorized Representative.




Cause:
There is a lack of consistent monitoring of employment documents to ensure compliance with the
Immigration Reform and Control Act of 1986.

Effect:
In not completing all the required information in the Certification section of Form 1-9, there is a risk that
employment eligibility verification was not verified resulting in non-compliance with the Immigration
Reform and Control Act of 1986.

Recommendation:

The Certification section in all employee Form 1-9 documents should be fully completed to ensure that
each employee’s employment eligibility is verified in compliance with the Immigration Reform and
Control Act of 1986.

Management’s Response:

The Human Resources Division will conduct a self-audit of all 1-9 forms. The audit will be completed no
later than June 30, 2015. Any corrections that are necessary will be completed utilizing the U.S.
Citizenship and Immigration Services (UCIS) standards for self-audits. The Human Resources Division
will implement new procedures to ensure proper compliance with the Immigration Reform and Control
Act of 1986 which will include a second review of all submitted 1-9°s for new employees.

Internal Audit Objective 4: Safeguarding of Assets

There is adequate segregation of duties among the Human Resource Division staff involved in the
personnel functions and processing of employee files and supporting documentation.

The Human Resource has an automated software system process where changes to employee files such as
job reclassifications and/or payroll changes are approved by divisional and executive management and
documented in the employee personnel file.

Employees in the Human Resources Division performing personnel functions and the Business Services
Division performing payroll functions communicate well in ensuring the accuracy regarding changes in
personnel or payroll documents and reports.



Appendix 1

Objective and Scope

Objective

The audit objectives are to determine the following:
e Reliability and Integrity of Information
e Compliance with policies, procedures, laws and regulations
o Efficiency and Effectiveness of Operating Procedures

e Safeguarding of assets

Scope

The audit scope of the audit work included ensuring compliance with the Texas Labor Law, Government
Code, Texas Alcoholic Beverage Commission’s Human Resources manual, and operating policies and
procedures. The scope included interviews with the Commission’s Director of Human Services Division,
Director of Training Division, and appropriate personnel division staff. Employee personnel files,
employee training files, agency Human Resource manual, human resource forms, and other pertinent
reports and documents were tested for accuracy and compliance.

Methodology

Our procedures included collecting information and documentation; performing selected tests and other
procedures; analyzing and evaluating the results of the tests; reviewing operating policies and procedures,
laws, and regulations, conducting interviews with the appropriate staff of the Commission, testing for

compliance with policies, procedures and laws, and review of other pertinent reports and documentation.

Information collected and reviewed included the following:

o List of Commission employees with job titles and dates of employment

o List of Commission staff involved in personnel processing functions

e Agency Human Resources Policy, Procedures & Forms manual (07/14/06)

e List of training conducted during fiscal year 2014

o List of terminated employees during Fiscal Year 2014

e Texas Alcoholic Beverage Commission Website

e State Auditor’s Office: Texas Human Resources Management Statutes Inventory
e Agency appropriations Fiscal Years 2014-2015



Procedures and tests conducted included the following:

¢ Interviewed Human Resource Division staff to obtain an understanding of the personnel functions,
activities, and controls in place.

¢ Interviewed the Training Division staff to obtain an understanding of the personnel training
functions, activities, and controls in place.

e Obtained access to the Human Resources manual in the intranet system.

e Obtained and reviewed State legislative human resources requirements.

e Tested for compliance with legislative personnel requirements

e Obtained and reviewed employee personnel files

e Obtained and reviewed employee training files

e Tested for accuracy and completeness of employee information in personnel files

e Tested for compliance with required state and federal employee training requirements

e  Other pertinent reports and documents

Criteria Used included the following:

e Texas Alcoholic Beverage Commission Human Resources manual

e Texas Workforce Commission Civil Rights Division , Texas Labor Code, Chapter 21 Review
e State Auditor’s Office: Texas Human Resources Management Statutes Inventory

e Texas Labor Code, Chapter 21, Employment Discrimination

e State Comptroller’s USPS Reports

e Texas Alcoholic Beverage Commission Website

e Review of Other pertinent reports and documents.

Other Information

Our internal audit was conducted in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our internal audit objectives. We
believe that the evidence obtained provides a reasonable basis for our findings and conclusions based on
our internal audit objectives. Our internal audit also conforms with the Institute of Internal Auditor’s (ITA)
International Standards for the Professional Practice of Internal Auditing.
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Appendix 2

Background Information

In 1935, the Legislature created the Texas Alcoholic Beverage Commission (formerly the Texas Liquor
Control Board).

The Texas Alcoholic Beverage Commission (TABC) is the state agency that regulates all phases of the
alcoholic beverage industry in Texas. The duties of the Commission include regulating sales, taxation,
importation, manufacturing, transporting, and advertising of alcoholic beverages.

The TABC collects in excess of $200 million annually in taxes and fees, which aids in the financing of
the state’s public schools, local governments, research, human services, and other areas in which state
government provides services to all Texans.

The Alcoholic Beverage Code, which was enacted to protect against involvement of the criminal element
in alcoholic beverage trafficking authorizes the Texas Alcoholic Beverage Commission to:

e Grant, refuse, suspend, or cancel permits and licenses in all phases of the alcoholic beverage
industry;

e Supervise, inspect, and regulate the manufacturing, importation, exportation, transportation, sale,
storage, distribution, and possession of alcoholic beverages;

e Assess and collect fees and taxes;

o Investigate for violations of the Alcoholic Beverage Code and assist in the prosecution of
violators;

e Seize illicit beverages;

e Adopt standards of quality and approve labels and size of containers for all alcoholic beverages
sold in Texas;

e Pass rules to assist the agency in all of the above.

The Governor, with the advice and consent of the Senate, appoints three public members of the
Commission for staggered six-year terms.

The Commissioners appoint an Executive Director who supervises the Commission’s activities. The
Commission’s operating budget is prepared and approved by the Commission on an annual basis, whereas
the State legislative appropriation request is determined every two years. Both the budget and
appropriations are reviewed and approved by the State Legislature.

The Commission is divided into thirteen divisions: Executive; Field Operations — Enforcement, Audit &
Investigations, Ports of Entry; Business Services; Education and Prevention; Human Resources;
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Information Resources; Legal Services/General Counsel; Licensing; Office of Professional
Responsibility; Tax and Marketing; and Training. The Executive Division, which is headed by the
Executive Director, provides oversight of the Deputy Executive Director, Director of the Office of
Professional Responsibility, and the Director of Communications and Government Relations. The other
divisions report directly to the Deputy Executive Director while General Counsel reports directly to the
Commissioners.

The Commission generates revenue from alcoholic beverage license and permit fees, alcohol beverages
taxes, cigarette taxes, airline beverage tax, and revenue collected on audits. This revenue is deposited into
the General Revenue Fund.
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Report Distribution
As required by Gov’t Code 2102.0091, copies of these reports should be filed with the following:

Governor’s Office of Budget and Planning
Attn: Kate McGrath
Phone: (512) 463-1778
Internalaudits@governor.state.tx.us

Legislative Budget Board
Attn: Ed Osner

Phone: (512) 463-1200
Ed.Osner@Ibb.state.tx.us

State Auditor’s Office

Attn: Internal Audit Coordinator
Phone: (512) 936-9500
iacoordinator@sao.state.tx.us

Sunset Advisory Commission
Attn: Ken Levine

Phone: (512) 463-1300
sunset@sunset.state.tx.us

Texas Alcoholic Beverage Commission
Jose Cuevas, Jr., Presiding Officer
Steven M. Weinberg, MD, JD

Ida Louise “Weisie” Steen

Texas Alcoholic Beverage Commission Management
Sherry Cook, Executive Director
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Follow-Up: Comptroller’s Post Payment
Audit Recommendations



FOLLOW-UP: COMPTROLLER’S POST PAYMENT
AUDIT RECOMMENDATIONS
AS OF FEBRUARY 20, 2015
AT THE
TEXAS ALCOHOLIC BEVERAGE COMMISSION

(REPORT NO: TABC 015-002)



MONDAY N. RUFUS, P.C.
Certified Public Accountants & Consultants

Member: American Institute of Certified Public Accountants

Commission Members
Texas Alcoholic Beverage Commission
Austin, Texas

We have conducted a follow-up internal audit (audit) on the Comptroller’s Post Payment Audit
Recommendations (dated July 1, 2014). Our scope was limited to determining the status of the findings
and recommendations in that report as of February 20, 2015.

The accompanying schedules summarize our original findings and recommendations, current status, and
remarks.

We appreciate the courtesy and cooperation shown by the management of the Agency during the course
of the engagement.

February 20, 2015
Austin, Texas
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Introduction and Executive Summary

In 1935, the Legislature created the Texas Alcoholic Beverage Commission (formerly the Texas Liquor
Control Board).

The Texas Alcoholic Beverage Commission (Commission) is the state agency that regulates all phases of
the alcoholic beverage industry in Texas. The duties of the Commission include regulating sales,
taxation, importation, manufacturing, transporting, and advertising of alcoholic beverages.

The Commission collects in excess of $200 million annually in taxes and fees from alcoholic beverage
license and permit fees, alcohol beverages taxes, cigarette taxes, airline beverage tax, and revenue
collected on audits. This revenue aids in the financing of the state’s public schools, local governments,
research, human services, and other areas in which state government provides services to all Texans and
is deposited into the General Revenue Fund.

The Business Services Division is responsible for employee payroll, travel, processing of expenditures,
and maintains the voucher signature cards of employees authorized to expend funds which are kept
current and sent to the Texas Comptroller of Public Accounts.

Internal Audit Results

The scope of this follow-up was limited to determining the status of the findings and recommendations
included in the Comptroller’s Post-Payment Audit (Report Date: Julyl, 2014).

Appendix 1 summarizes and provides the status and steps taken by the management of the Commission to
the recommendations made in these audit reports.



Appendix 1:

ENTITY: Texas Alcoholic Beverage Commission

PROJECT: Follow-up on the Comptroller’s Post-Payment Audit Recommendations (Report Date:

July 1, 2014)
FISCAL YEAR: 2015

PRIOR FINDINGS/RECOMMENDATIONS
(issued by the Comptroller)

CURRENT
STATUS

Brief Description of Corrective
Action Taken

Finding #1 Payroll

Prior State Service/Longevity Payment
Amounts Incorrect

Prior state service

In our review of the Commission’s payroll
transactions, we identified five employees
with incorrect state effective service dates in
USPS.

Four employees did not have prior state

service verification forms in the employees
personnel file.

During fieldwork, the Commission obtained
the prior state service verification forms and
adjusted state effective service dates for the
affected employees. This adjustment did not
result in an increase in hazardous duty pay

for two employees because their credible

state at a university was not in a hazardous duty
position. Two other employees, however,
received additional state service credit and, as a
result, were underpaid longevity pay. The total
combined amount of longevity pay

underpayment for both employees was $280.00.

Longevity payment

We also identified one instance where the
Commission paid an employee an incorrect
amount of longevity pay based on an incorrect
effective service date in USPS resulting from
the employee’s leave without pay (LWOP) at a
prior state agency that was not entered in

Internal auditors obtained and
reviewed the Commission’s Business
Services Division payroll records and
determined that the two employees
who had been underpaid longevity pay
of $280.00 were paid the $280 on
August 01, 2014 and October 02,
2014. Additionally, management has
instituted measures to provide
reasonable assurance that such a
mistake does not occur in the future.

No further work is deemed necessary
in this area at this time.

Internal auditors obtained and
reviewed the Commission’s Business
Services Division payroll records and
determined that the employee who had
been overpaid longevity pay of
$200.00 repaid $100.00 on November




USPS. The Commission stated that the LWOP
was overlooked when entering the service dates
in USPS. Because of this omission, the
employee was paid an amount of $200.00 in
longevity pay during employment at the
Commission. The Commission entered the
LWOP into USPS during fieldwork.

Agencies are required to maintain specific
documentation to support the legality,
propriety, and fiscal responsibility of each
payment made out of the agency’s funds. The
Comptroller’s office may require
documentation be made available during a post-
payment audit or at any other time.

See Texas Payroll/Personnel Resource —
Required Documentation.

We provided the Commission with schedules
and calculations of the total creditable state
service, the correct state service dates, and the
incorrect payment amounts during our
fieldwork. The schedules are not included with
this report due to confidentiality.

Recommendation/Requirement
The Commission must ensure that:

e Prior state service verifications are properly
documented for its employees.

e All resulting data entry in USPS from these
verifications properly match the
information received.

e The LWOP is entered in USPS to modify
the state effective service date when an
employee has LWOP that is more than a
full calendar month.

The Commission should promptly correct the
underpayments through a supplemental payroll.
See 34 Texas Administrative Code, Section
5.40 (c) (2012). The Commission should also
consider recovering the incorrect longevity
overpayment from the employee in accordance
with Chapter 666, Government Code. If the

3, 2014 and the remaining $100.00 on
December 01, 2014.

The internal auditors obtained and
reviewed an updated (July 18, 2014)
copy of the Commission’s Form HR-
08 Record of Employee’s Service With
The State of Texas to provide
reasonable assurance of non-
occurrence in the future.

No further work is deemed necessary
in this area at this time.




Commission decides to recover the
overpayment, the Commission must first notify
the employee in accordance with Section
666.003, Government Code, before
commencing collection.

Commission Response

The Commission agrees with the
recommendation and will continue to
emphasize the correct completion of the
agency’s form HR-08 during new employee
orientation. The HR-08 requires each employee
to document any prior state service, and human
resources will verify service of each new
employee. The form will be updated to include
a signature line from each new employee to
confirm they have completed the form
accurately. Current employees identified in
this audit with errors in longevity have been
corrected and the payroll adjustment will be
processed in the Commission’s next
supplemental payroll. The Commission will
also follow the auditor’s recommendations to
utilize reports on state service that may be
provided by the agency’s Statewide Human
Resource & Payroll Assistance contact with the
Comptroller’s office.

Finding #2 Travel
Meals Not Payable

We identified one transaction in which an
employee received payment for non-overnight
meals in error. The employee received meals at
a duty point within the city limits of the
employee’s designated headquarters.

A state employee may be reimbursed for a meal
expense incurred on a day that the employee
conducts state business outside of his or her
designated headquarters. See Texas
Government Code, Section 660.113(b). The
designated headquarters is the area within the
boundaries of a city in which a state employee’s
place of employment is located. See Texas
Government Code, Section 660.002(7). (2012)

Internal auditors obtained and
reviewed copy of the Commission’s
Travel (Form HR-6.04) which was
revised on 02/19/2014 to update the
definition of Designated Headquarters.

No further work is deemed necessary
in this area at this time.




The Commission’s travel policy allows
reimbursement of meals outside the designated
headquarters even if the duty point is within the
city limits of the designated headquarters as
long as the employee is away from the
designated headquarters for more than six
hours. The employee was paid $8.75 for the
non-overnight meals.

Recommendation/Requirement

The Commission must change its travel policy
to comply with state law and ensure that all
travel reimbursements are in compliance with
all applicable regulations and limitations. The
Commission must obtain a reimbursement from
the traveling employee unless it determines it is
not cost effective to do so.

Commission Response

The agency agrees with the recommendation.
The travel policy was updated accordingly on
Feb. 19, 2014. The Commission did not seek
reimbursement as it is not cost effective for the
small amount.

Finding #3  Expenditure Approvals

Control Weakness Over Expenditure
Processing

As part of our planning process for the post-
payment audit, we reviewed certain limitations
the Commission placed on its accounting staff’s
abilities to process expenditures. We reviewed
the Commission’s security for USAS, USPS
and the Texas Identification Number System
(TINS) as well as signature cards. We did not
review or test any internal or compensating
controls that the Commission may have relating
to USAS, USPS, or TINS security or internal

The Internal auditor obtained copies of
the list of TABC officers and
employees which were on the Texas
Comptroller of Public Accounts
records (December 27, 2012) as
designated to approve TABC
(Commission) expenditures. This list
was active at the time of the State
Comptroller’s Post-Payment Audit.
The internal auditors reviewed all




transaction approvals.

During the audit period, the Commission had
one employee who could process and release
payrolls and could also pick up warrants from
the Comptroller’s office and approve paper
vouchers.

To reduce risks to state funds, the Commission
should maintain controls over expenditure
processing that segregate each accounting task
to the greatest extent practical. Ideally, no
individual should be able to process accounting
transactions within the statewide financial
systems without another person’s involvement.
Because of the audit, the Commission made the
necessary changes to remove the employee
from the expenditure approval process.

Recommendation/Requirement

The Commission should continue to review the
controls over expenditure processing and
segregate each task to the extent possible so
that no individual is able to process payments
without oversight.

Commission Response

The agency agrees with the recommendation.
One employee had the ability to release payroll
and pickup warrants. This has been rectified.

Employees Retained Ability and Security To
Expend Funds After Termination/Authority
Expired

During the audit period, the Commission did
not notify the Comptroller’s office about the
termination of two employees designated by the
Commission to approve its expenditures. The
employees remained listed on the
Commission’s voucher signature cards for 87
and 25 days, respectively, after the employees’

subsequent Agency Authorization for
Warrant Pickup and voucher signature
card officers and employees name
changes as of February 02, 2015 and
observed the segregation of duties
among the current employees in the
Business Services Division.

No further work is deemed necessary
in this area at this time.

Internal auditors obtained

copies of the current voucher
signature card of officers and
employees from the Texas
Comptroller of Public Accounts to
ensure that the current active
employees were on the signature cards




termination. The Commission is required to
notify the Comptroller’s office within five days
after termination. The Commission’s
notification was 82 days late for one employee
and 20 days late for the other employee. This
means that the former employees could have
approved paper vouchers submitted to the
Comptroller’s office during that time. Any
payment produced by a paper voucher that was
approved by the employees’ expired authority
would have constituted an unapproved
expenditure. Another employee retained USAS
security for 28 days after termination, allowing
the employee the ability to approve electronic
vouchers during that time. According to the
Commission, the employees remained on the
signature card and USAS security due to an
oversight.

Whenever a designated employee terminates
employment with an agency, the Comptroller’s
office must receive notification of the
employee’s termination no later than the fifth
day after the effective date of the employee’s
termination. See 34 Texas Administrative
Code, Section 5.61 (2013). Any officer or
employee may send the Comptroller’s office
that notification. See Section 5.61(k)(3)(B).
Additionally, Section 5.61 does not specify how
the Comptroller’s office is to be notified about
designated employees’ terminations.
Therefore, the Comptroller’s office will accept
emails, faxes, letters, memos or other writings,
as long as the writings indicate that a
designated employee has terminated
employment and the notification specifies the
effective date of the employee’s termination.

For an employee whose authority to approve an
agency’s expenditures is revoke for any reason,
the employee’s USAS security profile must be
changed no later than the effective date of the
revocation or termination to prevent the
employee from executing electronic approvals
for the agency. See 34 Texas Administrative
Code, Section 5.61(k)(5)(A)-(B) (2013).

and that the names of the employees
who had terminated employment with
the Commission had been removed.
Management instituted measures

to ensure that voucher signature cards
are reviewed and kept current when an
employee on the voucher signature
card terminates employment with the
Commission.

No further work is deemed necessary
in this area at this time.
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Recommendation/Requirement

The Commission must ensure compliance with
the preceding requirements. The Commission
must also ensure that the person responsible for
sending these notifications to the Comptroller’s
office:

e [s aware of the designated employee’s
termination on or before the termination
becomes effective,

e Follows through with the Comptroller’s
office to ensure the receipt of the
notification and

e Ensures that the revocation occurred.

Commission Response

The agency agrees with the recommendation.
Security coordinators will be made immediately
aware of employees terminating employment
with the agency. Coordinators have also been
instructed to terminate access on departing
employees and not revoke access.

I = Implemented P = Partially Implemented

11

N = Not Implemented




Appendix 2

Objective and Scope

Objective

The objective of these internal audit follow-up was limited to following up on the findings and
recommendations/requirements included in the Comptroller’s Post-Payment Audit of the Texas Alcoholic
Beverage Commission (Report Date: July 1, 2014).

Our audit work on the Comptroller’s Post-Payment Audit was focused on compliance with the
Comptroller’s recommendations and requirements with the state’s employees prior state service, longevity
payments, travel, and control weaknesses over expenditure processing, and timely revocation of
expenditure authority of terminated employees.

Scope

Our procedures included reviewing the previous Comptroller’s Post-Payment Audit of the Texas
Alcoholic Beverage Commission report, inquiring about the status of the post payment audit report’s
recommendation(s), discussions with Commission management, obtaining supporting documentation, and
verifying the information.

Methodology
The Texas Alcoholic Beverage Commission management from the respective audit follow-up areas
completed the Comptroller Post Payment Audit recommendations schedule to determine the current status

of the audit findings, recommendations, and corrective actions taken by management.

Information collected and reviewed included the following:

e Original Audit Report for the Comptroller’s Post-Payment Audit of the Texas Alcoholic Beverage
Commission (Original Report Dated: July 1, 2014)

e Commission’s Corrective Action Plan for the Comptroller’s Post-Payment Audit
recommendations/requirements

e Review of other pertinent reports and documents

Procedures and tests conducted included the following:

e Met with Commission management to discuss the current status of the Comptroller’s Post-
Payment prior audit report’s recommendations/requirements and corrective actions.

e Obtained and reviewed the Commission’s Corrective Action Plan to address the Comptroller’s
recommendations/requirements.
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e Reviewed recent State Auditor’s audit reports issued to determine if any of their audit results
would affect or change our audit follow-up reports’ recommendations.

e Reviewed the Commission’s website to determine if there were changes that could impact the any
of the audit areas being followed-up on.

Criteria Used included the following:
e Texas Administrative Code requirements
e Government Code Requirements
e Commission Personnel Policies & Procedures
e State Comptroller’s Uniform Statewide Accounting System (USAS) Requirements
e State Comptroller’s Uniform Statewide Payroll/Personnel System (USPS) reports
e State Auditor’s Office — Human Resource Source
e TABC Website

Other Information

Our internal audit was conducted in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our internal audit objectives. We
believe that the evidence obtained provides a reasonable basis for our findings and conclusions based on
our internal audit objectives. Our internal audit also conforms with the Institute of Internal Auditor’s (IIA)
International Standards for the Professional Practice of Internal Auditing.
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Appendix 3:

Backqground Information

In 1935, the Legislature created the Texas Alcoholic Beverage Commission (formerly the Texas Liquor
Control Board).

The Texas Alcoholic Beverage Commission (TABC) is the state agency that regulates all phases of the
alcoholic beverage industry in Texas. The duties of the Commission include regulating sales, taxation,
importation, manufacturing, transporting, and advertising of alcoholic beverages.

The TABC collects in excess of $200 million annually in taxes and fees, which aids in the financing of
the state’s public schools, local governments, research, human services, and other areas in which state
government provides services to all Texans.

The Alcoholic Beverage Code, which was enacted to protect against involvement of the criminal element
in alcoholic beverage trafficking authorizes the Texas Alcoholic Beverage Commission to:
e Grant, refuse, suspend, or cancel permits and licenses in all phases of the alcoholic beverage
industry;

e Supervise, inspect, and regulate the manufacturing, importation, exportation, transportation, sale,
storage, distribution, and possession of alcoholic beverages;

e Assess and collect fees and taxes;

e Investigate for violations of the Alcoholic Beverage Code and assist in the prosecution of
violators;

e Seize illicit beverages;

e Adopt standards of quality and approve labels and size of containers for all alcoholic beverages
sold in Texas;

e Pass rules to assist the agency in all of the above.

The Governor, with the advice and consent of the Senate, appoints three public members of the
Commission for staggered six-year terms.

The Commissioners appoint an Executive Director who supervises the Commission’s activities. The
Commission’s operating budget is prepared and approved by the Commission on an annual basis, whereas
the State legislative appropriation request is determined every two years. Both the budget and
appropriations are reviewed and approved by the State Legislature.

The Commission is divided into thirteen divisions: Executive; Field Operations — Enforcement, Audit &
Investigations, Ports of Entry; Business Services; Education and Prevention; Human Resources;
Information Resources; Legal Services/General Counsel; Licensing; Office of Professional
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Responsibility; Tax and Marketing; and Training. The Executive Division, which is headed by the
Executive Director, provides oversight of the Deputy Executive Director, Director of the Office of
Professional Responsibility, and the Director of Communications and Government Relations. The other
divisions report directly to the Deputy Executive Director while General Counsel reports directly to the
Commissioners.

The Commission generates revenue from alcoholic beverage license and permit fees, alcohol beverages
taxes, cigarette taxes, airline beverage tax, and revenue collected on audits. This revenue is deposited into

the General Revenue Fund.
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Appendix 4:

Report Distribution

As required by Gov’t Code 2102.0091, copies of this report should be filed with the following:

Governor’s Office of Budget, Planning and Policy
Attn: Kate McGrath
internalaudits@governor.state.tx.us

Legislative Budget Board
Attn: Ed Osner
Ed.Osner@Ibb.state.tx.us

State Auditor’s Office
Attn: Internal Audit Coordinator
iacoordinator@sao.state.tx.us

Sunset Advisory Commission
Attn: Ken Levine
sunset@sunset.state.tx.us

Texas Alcoholic Beverage Commission
Jose Cuevas, Jr., Presiding Officer
Steven M. Weinberg, MD, JD

Ida Louise “Weisie” Steen

Texas Alcoholic Beverage Commission Management
Sherry Cook, Executive Director
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Recognition of Recipients for the 2014
José Cuevas, Jr. Gold Star Award
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The Jose Cuewvas Jr.

Gold Star Award

Our employees are the driving force of this agency. They are
smart, resourceful and creative. The Gold Star Award -
Employee of the Year recognizes exemplary work
performance and service — above and beyond the normal
high expectations we have for our employees. A Gold Star
Award nominee is a role model, always professional and is
constantly seeking and applylng new knowledge while
upholding the agency’s Mission, Vision, Philosophy and
Guiding Principles.



2014 Civilian Employee of the Year
Reynaldo Santos

Reynaldo Santos joined the agency in January 2008 as an Auditor
assigned to the San Marcos Auditing Outpost of the Austin Region.
In October 2008, he transferred to the Austin Regional Office. In
2012, he began working on larger marketing practices cases and
served as lead Auditor for a team of five Auditors assigned to
Investigate a major retail chain. In the summer of 2014, he
transferred to the newly created Marketing Practices Unit (MIU) as
the team leader.



The MIU is charged with investigating violations of the three tier
system that usually involve prohibited relationships between
Industry tier members (manufacturers / wholesalers / retailers).
Reynaldo juggles numerous high profile cases, many of which are
Individually assigned to him. He takes the time to assist his fellow
team members with their investigations, regardless of his own
workload. He works in collaboration with various tiers of the
alcoholic beverage industry, other agencies, as well as across
divisional lines; working with legal, licensing and enforcement
personnel. He is a valuable asset and resource for the agency.



Reynaldo is a Certified Fraud Examiner and thoroughly enjoys his
work with the MIU. He graduated from the University of Texas at
San Antonio in 2006 with a BBA in Accounting. He worked several
part time jobs, including that of a seasonal Temporary Tax
Examiner for the IRS, before joining the agency in January 2008.

Born in El Paso, he grew up in San Antonio, and currently resides in
Buda, Texas. His parents and two brothers still reside in San
Antonio, Texas. Mr. Santos is active in sports including pick- up
basketball games, volleyball, and co-ed kickball.



Congratulations
Reynaldo Santos




2014 CPO Employee of the Year
Sergeant Nick Gutierrez Il

Sergeant Nick Gutierrez has been employed with TABC since
September 1989 and has spent most of his career in San Antonio.
During his time with TABC he has been assigned to various special
assignments. He worked as a Source Accident Investigator from
2002 to 2004; he was assigned as the TABC liaison to the DEA High
Intensity Drug Trafficking Area unit from 2004 to 2005 and was
assigned to the FBI Joint Terrorism Task Force from 2005 to 2014.
He was then promoted to the rank of Sergeant within the TABC
Special Investigations Unit in August 2014.



During his first year as Sergeant his area of responsibility covered
the entire State of Texas. He has logged in over 26,000 miles in
about one years’ time, driving from El Paso to Houston and all
other corners of the state to supervise SIU operations. He now
supervises what is known as the South Region of SIU which
covers Houston, San Antonio, McAllen and everything in
between. Nick has done a fantastic job of providing true
“leadership” and proven “work experience” to all those he
supervises. His dedication and work ethic are contributing
factors to the Special Investigation Unit’s success.



Prior to TABC, Nick served in the United States Marine Corp as a
Sergeant/Wire Officer from 1982 to 1988. He also served as a
Deputy Constable in Bexar County for 5 years prior to coming to
work for TABC.

Nick attended college at Wayland Baptist University and San
Antonio College. He also holds a TCOLE Master Peace Officer
Certification, has Top Secret Clearance and holds a certification
from the FBI in Domestic Human Intelligence Collection.



Congratulations
Sergeant
Nick Gutierrez
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Recognition of the 2014
Sherry Cook Leadership Award
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The Texas Alcoholic Beverage Commission
(TABC) Is pleased to announce The Sherry
Cook Leadership Award program to recognize
a management level employee who
exemplifies outstanding leadership and
provides exemplary service. The award’s
purpose Is to further the advancement of
TABC’s Mission and Vision by recognizing
those who establish new standards of
excellence.



Basic Eligibility Requirements

 All current TABC employees classified at or above
the division supervisory level are eligible.

e The nominee should have developed and/or
managed one or more projects that led to
Improved administration of the agency and/or
the division.

 The nominee should be known for developing
teamwork and by staff for promoting their
professional growth and development.
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Award Criteria

Nominees for the award will be judged based upon the following criteria:
Served in an active leadership role for the agency for at least two years;

Successfully developed or managed a project that resulted in greater
employee and/or customer satisfaction and a positive improvement in
business results;

Developed and furthered teamwork in agency activities;

Enabled others to act by giving them the tools and methods to solve the
problem;

Provided good mentorship;

Displayed commitment to the Four Cornerstones of Service, Courtesy,
Integrity, and Accountability and to the TABC Mission, Vision, and Guiding
Principles; and

Demonstrated dedication “above and beyond the call of duty” to achieve
the best result.
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Maria Rivera, Hidalgo Port Supervisor

Mary Rivera began her career with TABC Ports of Entry in the Progreso District on
September 1, 2009, as a Taxpayer Compliance Officer. She promoted to Port
Supervisor for the Hidalgo District in April of 2012. As Port Supervisor Mary
supervises 18 employees and oversees seven ports in her district including:
Hidalgo, Roma, Rio Grande City, Los Ebanos, Falcon Dam, Pharr, and Anzalduas.
Mary is also an active member of the Tri-Regional Workgroup and has facilitated
and presented the Tri-Regional Survey results to the Rio Grande Valley, Eagle
Pass, and Laredo District employees. During this past year, Mary has readily
volunteered as a rotating supervisor at the Galveston Seaport, assisted with the
initial training of seaport temporary staff, and delivered PCI and Cash Handling
training during the POE in-service for the Rio Grande Valley POE employees.
Prior to TABC, Mary was the office manager with Farmers Insurance Agency
where she worked for 7 years.
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Maria Rivera, Hidalgo Port Supervisor

Mary was born in Matamoros, Mexico and is proud to say that she comes from
a family of hard working migrant workers with a strong work ethic and solid
family values. When she was only 10 years old her family moved to
Brownsville, Texas in search of better opportunities. After attending schools in
Texas, Wyoming, and California, Mary graduated from Hanna High School in
Brownsville, Texas. Mary’s personal goal has always been to earn a college
degree, and in pursuit of her dream she is currently enrolled at South Texas
College, studying Business Administration.

Mary and her husband Raul, a Border Patrol Agent, have been married for 25
years. They have two sons: Raul, Jr., age 19, and Julian, agel5. Her
extended family also includes two “wienie” dogs named Riley and Miley.



Maria Rivera, Hidalgo Port Supervisor

Mary is a firm believer in providing the best Customer Service to our customers
and she models exemplary service to her staff every day. Her friendly, outgoing
personality makes Mary a shining example of excellent customer service. Mary
IS very proud to be an employee with the Texas Alcoholic Beverage
Commission, and plans on retiring from the Agency.



Congratulations
Mary!
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Attachment 8

Rules, Agenda Items 12-28



Agenda Item 12: Re-adopt Without Change Rule §31.2, State-Owned Motor Vehicles

The Texas Alcoholic Beverage Commission files notice of the completion of its review and the
readoption of 16 Texas Administrative Code (TAC) 831.2, State-Owned Motor Vehicles.

This review and readoption was conducted in accordance with Texas Government Code
82001.039. As a result of its review, the Commission determined that the reasons for adopting
the rule continue to exist, and that the rule reflects current legal and policy considerations,
reflects current procedures of the Commission, and is not obsolete. The Commission received no
comments on the proposed rule review, which was published in the February 13, 2015 issue of
the Texas Register (40 TexReg723).

This concludes the review of 16 TAC 831.2.

§31.2 State-owned Motor Vehicles.

(@) Exemption from inscription requirements for state-owned vehicles.

1) This subsection implements §721.003, Transportation Code, relating to exemption
from inscription requirement for certain state-owned vehicles, which requires the commission to
adopt a rule to be exempt from the inscription requirements of Chapter 721.

2 The primary use of the state-owned vehicles for which an exemption is sought is
the transportation of commission employees engaged in the prevention, detection, investigation
and enforcement of criminal and regulatory violations of the Alcoholic Beverage Code.

3) Not printing inscriptions on commission vehicles will: increase effectiveness of
enforcement and compliance operations and activities; increase the safety of commission
employees engaged in enforcement and compliance operations and activities; and, decrease the
risk of damage to state-owned vehicles and property.

(b)  Assignment of Vehicles.

1) This subsection implements 82171.1045, Government Code, relating to the
restrictions on assignment of state vehicles.

2 Vehicles are assigned to commission executive staff whose essential agency
duties and functions require them to have vehicles available on a regular or frequent basis to
provide state-wide oversight, management and supervision of agency staff.

3) Pool vehicles are maintained at headquarters to reduce the cost to the state for
travel required by qualified agency staff whose essential duties and functions require regular or
periodic travel by vehicle.

4) Vehicles are assigned to field operation employees whose essential agency duties
and functions require daily and extensive use of vehicles and the cost to the state of providing a
state-owned vehicle is less than the cost of reimbursing employees for the use of personal
vehicles.
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Agenda Item 21: Approve Publication of Proposed Amendments to Rule 831.3, Petition for
the Adoption of a Rule

The Texas Alcoholic Beverage Commission (commission) proposes amendments to 831.3,
relating to Petition for Adoption of a Rule.

Government Code 82001.021(b) requires a state agency by rule to prescribe the form by which a
person may petition the agency to adopt a rule. The rule should also address the procedure for
the petition's submission, consideration and disposition. The current rule was adopted in 2009.
The proposed amendments require that the name of the person or entity on whose behalf the
petition is filed must be identified if it is different from the person filing the petition. The
proposal also clarifies in rule that pursuant to Government Code 82001.021(c), a rulemaking will
be initiated if the commission fails to act on a petition within 6o days of the date it was received.
The proposal also extends from six months to one year the period within which the
Administrator may choose not to bring to the commission a repetitive petition (i.e., a petition that
IS substantively similar to one previously considered by the commission).

Section 31.3 is also being reviewed under Government Code §2001.039, which requires each
state agency to periodically review and consider for readoption each of its rules. The
commission has determined that the need for the section continues to exist but that it should be
amended.

Martin Wilson, Assistant General Counsel, has determined that for each year of the first five
years that the proposed amendments will be in effect, there will be no fiscal impact on state or
local government attributable to the amendments.

The proposed amendments will have no fiscal or regulatory impact on micro-businesses and
small businesses or persons regulated by the commission. There is no anticipated negative
impact on local employment.

Mr. Wilson has determined that for each year of the first five years that the proposed
amendments will be in effect, the public will benefit because the commission's procedures for
processing petitions for rulemaking will be clarified.

Comments on the proposed amendments may be submitted in writing to Martin Wilson,
Assistant General Counsel, Texas Alcoholic Beverage Commission, at P.O. Box 13127, Austin,
Texas 78711-3127, or by facsimile transmission to (512) 206-3280. They may also be submitted
electronically through the commission’s public website at
http://www.tabc.state.tx.us/laws/proposed_rules.asp. Comments will be accepted for 30 days
following publication in the Texas Register.
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The staff of the commission will hold a public hearing to receive oral comments on the proposed
amendments on Friday, April 24, 2015 at 1:30 p.m. in the commission meeting room at the
commission’s headquarters, which is located at 5806 Mesa Drive in Austin, Texas.

The proposed amendments are authorized by Alcoholic Beverage Code 85.31, which grants
authority to prescribe rules necessary to carry out the provisions of the Code.

The proposed amendments affect Alcoholic Beverage Code 85.31 and Government Code
8§2001.021 and 2001.039.

831.3 Petition for the Adoption of a Rule.

(@ Purpose. This section provides procedures for any interested person (petitioner) to
request the Alcoholic Beverage Commission (commission) to adopt a rule.
(b) Content of Petition.
1) The petition must be in writing. No form is required but all information must be
provided, or a reason why required information cannot be provided given.
@) The petition must contain the following:

(A)  petitioner’s name, address, and organization or affiliation, if any, and the
name of the person or entity on whose behalf the petition is filed, if different from the name of
the person submitting the petition;

(B)  aplain and brief statement about why a rule or change in an existing rule
is needed, required, or desirable, including the public good to be served and any effect affect on
those who would be required to comply with the rule;

(C)  an estimate of the fiscal impact on state and local government as a result
of enforcing or administering the proposed rule, an estimate of the economic impact on persons
required to comply with the proposed rule, whether there may be an effect affeet on local
employment, and the facts, assumptions and methodology used to prepare estimates and impacts
required by this subparagraph;

(D)  astatement on the commission’s authority to adopt the proposed rule;

(E) the proposed text of a new rule, or proposed changes to an existing rule;

and
(F) alist of individuals, organizations or affiliations that may be interested or
affected by the proposed rule, if known.

(c) Submission. A petition is submitted on the date it is received by the Administrator. The
petition must be addressed to the Administrator, Texas Alcoholic Beverage Commission, and
mailed to P.O. Box 13127, Austin, Texas 78711-3127, or hand delivered to the Administrator at
commission headquarters in Austin, Texas.

(d) Review. The Administrator will review the petition for compliance with the
requirements of this section. If all requirements of this section are met, the Administrator will
bring the petition to the commission, or any member of the commission for consideration.

(e) Decision to Deny or Accept. The commission will deny a petition for rulemaking, or
accept, in whole or in part, a petition for rulemaking within 60 days from the date the petition is
submitted. If the commission neither denies nor accepts the petition within 60 days from the
date it is submitted, agency staff will initiate the rulemaking process under Chapter 2001,
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Subchapter B, of the Government Code. In such case, agency staff may redraft the proposed text
to conform to style and format requirements for the agency's rules.

1) The Administrator eemmission will notify the petitioner in writing if the petition
is denied and state the reason or reasons for the denial.

@) The commission will refer an accepted petition to agency staff to initiate the
rulemaking process under Chapter 2001, Subchapter B, of the Government Code. Agency staff
may redraft the proposed text to conform to style, format and policy decisions of the agency.

()  Repetitive petitions.

5 The Administrator agministrater may refuse to bring a petition for rulemaking to the
commission if, within the preceding year skx-menths, the commission has considered and-denied
a previously submitted petltlon for the same or substantlvely the same rule
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Agenda Item 13: Re-adopt Without Change Rule 831.10, Filing a Complaint

The Texas Alcoholic Beverage Commission files notice of the completion of its review and the
readoption of 16 Texas Administrative Code (TAC) §31.10, Filing a Complaint.

This review and readoption was conducted in accordance with Texas Government Code
82001.039. As a result of its review, the Commission determined that the reasons for adopting
the rule continue to exist, and that the rule reflects current legal and policy considerations,
reflects current procedures of the Commission, and is not obsolete. The Commission received no
comments on the proposed rule review, which was published in the February 13, 2015 issue of
the Texas Register (40 TexReg723).

This concludes the review of 16 TAC §31.10.

§31.10 Filing a Complaint.

(@) This section relates to 85.53 of the Texas Alcoholic Beverage Code (Code), which
requires the Texas Alcoholic Beverage Commission (commission) to adopt a rule to define the
agency’s complaint process from the time a complaint is received until the complaint is resolved.

(b)  The public, consumers, commission and persons and entities regulated by the
commission may file a complaint against an individual or entity holding a license, permit or
certificate issued by the commission.

(1) A complaint may be submitted anonymously. If the complainant wishes to be
informed of the resolution of the complaint, the complainant must provide contact information.

(2) A complaint may be submitted: in writing to the Texas Alcoholic Beverage
Commission (TABC), P.O. Box 13127, Austin, Texas 78711-3127; in person at any TABC
office; by phone at (512) 206-3333 or the phone number of the nearest TABC office, or by
electronic mail at complaints@tabc.state.tx.us.

() A written complaint form, instructions on how and where to file a complaint, and a list of
local TABC offices may be found on the commission’s public website at www.tabc.state.tx.us.
A complainant can also request that a form and instructions be mailed to a complainant by
calling the commission at (512) 206-3333, or a local TABC office. A complainant may also file
a complaint on plain paper without using the form by providing the following information:

(1) Complainant name and how the complainant may be contacted if they wish to be
notified of the outcome or resolution of the complaint.

(2) The name or identity of the individual or entity being complained about and how the
commission may find or contact the individual or locate the entity. This may include physical,
mailing and e-mail address, phone numbers and persons the complainant has contacted or spoken
with regarding the complaint.

(3) A brief statement of the nature of the complaint and relevant facts, including the
names of persons with knowledge, times, dates, and location.

(4) If the complainant has documents or records related to the complaint, a copy of
these should be attached to the complaint. Do not send original records with a complaint.
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Agenda Item 22: Approve Publication of Proposed Amendments to Rule 831.11,
Resolution and Information on Complaints

The Texas Alcoholic Beverage Commission (commission) proposes an amendment to 831.11,
relating to Resolution and Information on Complaints.

Alcoholic Beverage Code 85.53(a) requires the commission to have a rule clearly defining the
agency's complaint process from the time the complaint is received until it is resolved. The
current rule was adopted in 2008. The proposed amendment provides that the commission will
notify the complainant of the resolution of the complaint upon request

Section 31.3 is also being reviewed under Government Code §2001.039, which requires each
state agency to periodically review and consider for readoption each of its rules. The
commission has determined that the need for the section continues to exist but that it should be
amended.

Martin Wilson, Assistant General Counsel, has determined that for each year of the first five
years that the proposed amendment will be in effect, there will be no fiscal impact on state or
local government attributable to the amendment.

The proposed amendment will have no fiscal or regulatory impact on micro-businesses and small
businesses or persons regulated by the commission. There is no anticipated negative impact on
local employment.

Mr. Wilson has determined that for each year of the first five years that the proposed amendment
will be in effect, the public will benefit because the commission's procedures for notifying
complainants will be clarified.

Comments on the proposed amendment may be submitted in writing to Martin Wilson, Assistant
General Counsel, Texas Alcoholic Beverage Commission, at P.O. Box 13127, Austin, Texas
78711-3127, or by facsimile transmission to (512) 206-3280. They may also be submitted
electronically through the commission’s public website at
http://www.tabc.state.tx.us/laws/proposed_rules.asp. Comments will be accepted for 30 days
following publication in the Texas Register.

The staff of the commission will hold a public hearing to receive oral comments on the proposed
amendment on Friday, April 24, 2015 at 1:30 p.m. in the commission meeting room at the
commission’s headquarters, which is located at 5806 Mesa Drive in Austin, Texas.

The proposed amendment is authorized by Alcoholic Beverage Code 85.31, which grants
authority to prescribe rules necessary to carry out the provisions of the Code, and 85.53, which
requires the commission to have a rule clearly defining the complaint process.
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The proposed amendment affects Alcoholic Beverage Code 885.31 and 5.53, and Government
Code §2001.039.

831.11 Resolution and Information on Complaints.

(@  The commission investigates all complaints. The time and resources allocated to an
investigation will be based on facts stated in the complaint. Complaints alleging conduct that
presents a serious risk to the public health and safety will be given priority.

(b) Ifan investigation results in a finding that a provision of the Texas Alcoholic Beverage
Code (Code) or commission rules have been or may have been violated, the commission may
proceed with an action to cancel, suspend, or refuse to issue a permit or license under Chapters
11 and 61 of the Code, and the complainant will be informed if contact information is provided
and if the complainant requests to be informed.

(c) If an investigation results in a finding that no violation of the Code or commission rules
has occurred, the complainant will be informed of this result if contact information has been
provided.

(d) General information and the nature and disposition of complaints can be accessed on the
Texas Alcoholic Beverage Commission (TABC) public website at www.tabc.state.tx.us.

(e)  The public can access the violation history of a license or permit issued by the
commission on the TABC public website at www.tabc.state.tx.us.

()  Information about a specific complaint against an individual or entity holding a license,
permit or certificate issued by the commission may be obtained by filing a request under the
Texas Public Information Act (TPIA). Some information in a complaint or investigation of a
complaint may not be subject to disclosure under the TPIA.
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Agenda Item 23: Approve Publication of Proposed Amendments to Rule 833.2,
Application and Fee Payment Procedures

The Texas Alcoholic Beverage Commission (commission) proposes amendments to
833.2, relating to Application and Fee Payment Procedures.

The proposed amendments reflect that all fees and surcharges for the issuance of permits and
licenses are now payable directly to the commission and not to the county. This change was
made by Senate Bill 1035, 83" Legislature, Regular Session (2013), which also added Alcoholic
Beverage Code 861.35(e) to assure that the commission transmits five percent of license fees to
the applicant's county. The five percent transmittal to the county is addressed in commission
Rule 833.13(g). Additionally, the proposed amendments recognize that the application process
for certificates is likewise subject to specification by the administrator, with payments due to the
commission at the time of the application.

Section 33.2 is also being reviewed under Government Code §2001.039, which requires each
state agency to periodically review and consider for readoption each of its rules. The
commission has determined that the need for the section continues to exist but that it should be
amended.

Martin Wilson, Assistant General Counsel, has determined that for each year of the first five
years that the proposed amendments will be in effect, there will be no fiscal impact on state or
local government attributable to the amendments.

The proposed amendments will have no fiscal or regulatory impact on micro-businesses and
small businesses or persons regulated by the commission. There is no anticipated negative
impact on local employment.

Mr. Wilson has determined that for each year of the first five years that the proposed
amendments will be in effect, the public will benefit because the commission's procedures for
applications and payments will be clarified.

Comments on the proposed amendments may be submitted in writing to Martin Wilson,
Assistant General Counsel, Texas Alcoholic Beverage Commission, at P.O. Box 13127, Austin,
Texas 78711-3127, or by facsimile transmission to (512) 206-3280. They may also be submitted
electronically through the commission’s public website at
http://www.tabc.state.tx.us/laws/proposed_rules.asp. Comments will be accepted for 30 days
following publication in the Texas Register.

The staff of the commission will hold a public hearing to receive oral comments on the proposed

amendments on Friday, April 24, 2015 at 1:30 p.m. in the commission meeting room at the
commission’s headquarters, which is located at 5806 Mesa Drive in Austin, Texas.
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The proposed amendments are authorized by Alcoholic Beverage Code 85.31, which grants
authority to prescribe rules necessary to carry out the provisions of the Code.

The proposed amendment affects Alcoholic Beverage Code 85.31 and Government Code
§2001.039.

833.2 Application and Fee Payment Procedures.

(@  Applications for licenses, and permits and certificates shall be made by an applicant in
such a manner as may be directed by the administrator upon forms provided by the commission.

(b)  Each application shall include all information required by the administrator to insure
compliance with all applicable statutes and rules and regulations of the agency.

(c) Each applicant for a an-eriginal-errenewal license, er permit or certificate previded-for
issued by the commission Aleehelic Beverage-Code, shall submit with the application preef-ef
the payment of all state fees; and surcharges,-and-county-fees—f-appheable; in accordance with

the applicable provisions of the code and rules.
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Agenda Item 24: Approve Publication of Proposed Amendments to Rule 833.4,
Manufacturer's Warehouse license Fee

The Texas Alcoholic Beverage Commission (commission) proposes amendments to
833.4, relating to Manufacturer's Warehouse license Fee.

The proposed amendments reflect that all fees and surcharges for the issuance of permits and
licenses are now payable directly to the commission and not to the county.

Section 33.4 is also being reviewed under Government Code §2001.039, which requires each
state agency to periodically review and consider for readoption each of its rules. The
commission has determined that the need for the section continues to exist but that it should be
amended.

Martin Wilson, Assistant General Counsel, has determined that for each year of the first five
years that the proposed amendments will be in effect, there will be no fiscal impact on state or
local government attributable to the amendments.

The proposed amendments will have no fiscal or regulatory impact on micro-businesses and
small businesses or persons regulated by the commission. There is no anticipated negative
impact on local employment.

Mr. Wilson has determined that for each year of the first five years that the proposed
amendments will be in effect, the public will benefit because the appropriate fee payment system
for these applications will be clarified.

Comments on the proposed amendments may be submitted in writing to Martin Wilson,
Assistant General Counsel, Texas Alcoholic Beverage Commission, at P.O. Box 13127, Austin,
Texas 78711-3127, or by facsimile transmission to (512) 206-3280. They may also be submitted
electronically through the commission’s public website at
http://www.tabc.state.tx.us/laws/proposed_rules.asp. Comments will be accepted for 30 days
following publication in the Texas Register.

The staff of the commission will hold a public hearing to receive oral comments on the proposed
amendments on Friday, April 24, 2015 at 1:30 p.m. in the commission meeting room at the
commission’s headquarters, which is located at 5806 Mesa Drive in Austin, Texas.

The proposed amendments are authorized by Alcoholic Beverage Code 85.31, which grants
authority to prescribe rules necessary to carry out the provisions of the Code.

The proposed amendment affects Alcoholic Beverage Code 885.31, 61.35 and 61.48, and
Government Code §2001.039.
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833.4 Manufacturer's Warehouse License Fee.

(@) Each applicant for an original or renewal licensed warehouse under the Alcoholic
Beverage Code, 862.13, known as a manufacturer's warehouse license, shall submit with the

application preef-er payment of all state fees; and surcharges and-county-fees,-H-apphicable; in
accordance with the Alcoholic Beverage Code; 8861.35 and §61.48.

(b)  The annual state license fee for each manufacturer's warehouse license shall be $300.
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Agenda Item 14: Re-adopt Without Change Rule 833.26, Manufacturer's Agent's
Warehousing Permit Fee

The Texas Alcoholic Beverage Commission files notice of the completion of its review and the
readoption of 16 Texas Administrative Code (TAC) 833.26, Manufacturer's Agent's
Warehousing Permit Fee.

This review and readoption was conducted in accordance with Texas Government Code
82001.039. As a result of its review, the Commission determined that the reasons for adopting
the rule continue to exist, and that the rule reflects current legal and policy considerations,
reflects current procedures of the Commission, and is not obsolete. The Commission received no
comments on the proposed rule review, which was published in the February 13, 2015 issue of
the Texas Register (40 TexReg723).

This concludes the review of 16 TAC §33.26.
833.26 Manufacturer's Agent’s Warehousing Permit Fee.

The annual fee for a manufacturer’s agent’s warehousing permit under Chapter 55 of the
Alcoholic Beverage Code shall be $750.
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Agenda Item 15: Re-adopt Without Change Rule 833.32, Notification of Expired or
Suspended Licenses and Permits

The Texas Alcoholic Beverage Commission files notice of the completion of its review and the
readoption of 16 Texas Administrative Code (TAC) 833.32, Notification of Expired or
Suspended Licenses and Permits.

This review and readoption was conducted in accordance with Texas Government Code
82001.039. As a result of its review, the Commission determined that the reasons for adopting
the rule continue to exist, and that the rule reflects current legal and policy considerations,
reflects current procedures of the Commission, and is not obsolete. The Commission received no
comments on the proposed rule review, which was published in the February 13, 2015 issue of
the Texas Register (40 TexReg723).

This concludes the review of 16 TAC 833.32.
833.32 Notification of Expired or Suspended Licenses and Permits.

(@  Thisrule refers to 8811.091(b) and 61.031(b) of the Alcoholic Beverage Code.

(b)  Notification to wholesalers of expired or suspended licenses or permits shall be by
electronic publication of such information on the commission’s Internet web page.

(c) For purposes of the above referenced sections, an expired license or permit shall be one
which has ceased to be active because of the operation of time and for which no timely and
sufficient application for renewal has been filed with the commission.

(d)  For purposes of the above referenced sections, a suspended license or permit shall be one
that has ceased to be active by operation of the procedures described in §33.31 of these rules.



Agenda Item 25: Approve Publication of Proposed Amendments to Rule 833.33,
Notification Requirements

The Texas Alcoholic Beverage Commission (commission) proposes amendments to
833.33, relating to Notification Requirements.

The proposed amendments require the holder of a license, permit, or certificate to maintain a
current e-mail address on file with the commission. The proposal requires that a change to a
mailing address must be filed with the commission within seven business days of the change. By
deleting the commission's general mailing address in subsection (b)(1), the commission
recognizes that the change of address notifications may be filed by license and permit holders at
the commission's district offices, as well as at the commission's headquarters. Certificate holders
will continue to file changes of address by mail with the Seller/Server Training Division at the
commission's headquarters. Subsection (c) clarifies that notices sent by the commission will be
sent to the last known mailing address that has actually been filed with the commission. This is
efficient for the commission and serves as some incentive to file changes of address in a timely
fashion.

Section 33.33 is also being reviewed under Government Code 82001.039, which requires each
state agency to periodically review and consider for readoption each of its rules. The
commission has determined that the need for the section continues to exist but that it should be
amended.

Martin Wilson, Assistant General Counsel, has determined that for each year of the first five
years that the proposed amendments will be in effect, there will be no fiscal impact on state or
local government attributable to the amendments.

The proposed amendments will have no fiscal or regulatory impact on micro-businesses and
small businesses or persons regulated by the commission. There is no anticipated negative
impact on local employment.

Mr. Wilson has determined that for each year of the first five years that the proposed
amendments will be in effect, the public will benefit because the commission's records will be
current and useful.

Comments on the proposed amendments may be submitted in writing to Martin Wilson,
Assistant General Counsel, Texas Alcoholic Beverage Commission, at P.O. Box 13127, Austin,
Texas 78711-3127, or by facsimile transmission to (512) 206-3280. They may also be submitted
electronically through the commission’s public website at
http://www.tabc.state.tx.us/laws/proposed_rules.asp. Comments will be accepted for 30 days
following publication in the Texas Register.
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The staff of the commission will hold a public hearing to receive oral comments on the proposed
amendments on Friday, April 24, 2015 at 1:30 p.m. in the commission meeting room at the
commission’s headquarters, which is located at 5806 Mesa Drive in Austin, Texas.

The proposed amendments are authorized by Alcoholic Beverage Code 85.31, which grants
authority to prescribe rules necessary to carry out the provisions of the Code.

The proposed amendment affects Alcoholic Beverage Code 85.31 and Government Code
§2001.039.

833.33 Notification Requirements.

(@ A person who holds a license, permit or certificate issued by the Alcoholic Beverage
Commission shall maintain a current mailing address, and telephone number and email address
on file with the division that has issued the license, permit or certificate.

(b) A person who holds a license, permit, or certificate issued by the Alcoholic Beverage
Commission shall file send a written notice of change of mailing address with te the Commission
within seven (7) business days of the change.

2y A person who holds a certificate issued by the Commission shall file the a change
of address with the Seller/Server Training Division at TABC, P.O. Box 13127, Austin, Texas
78711.
(¢)  Anotice sent to a person by the Alcoholic Beverage Commission shall be sent by first
class mail to the last known mailing address of a person that is on file with the commission.

1) A person notified by mail under this subsection is presumed notified on the third
day after the date on which the notice is mailed.

2 This subsection does not apply to a notice required by Government Code
§2001.054.
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Agenda Item 20: Adopt Proposed Amendments to Rule §35.3, Vehicle Identification

The Texas Alcoholic Beverage Commission (commission) adopts amendments to 835.3, relating
to Vehicle Identification, as published in the February 13, 2015 issue of the Texas Register (40
TexReg 672).

The amendments make clear that the vehicle identification requirements of this section apply to
brewpub licensees who are authorized to sell to retailers under Code (Code) §874.08(a), and who
are therefore required by operation of Code §874.08(b) and 42.01(a) to hold a private carrier's
permit in order to transport their product from the place of sale to the purchaser.

Section 35.3 was also reviewed under Government Code §2001.039, which requires each state
agency to periodically review and consider for readoption each of its rules. The commission has
determined that the need for the section continues to exist but that it should be amended to
provide clearer guidance about prohibited activities.

The commission received one comment on the proposed amendments from Christopher Grider,
who stated that "there is no public outcry or justification for compelling small business to
comply with yet another whim of legislative and regulatory offices."

Alcoholic Beverage Code 842.01(a) requires that certain permit holders must hold a private
carrier's permit in order to use a vehicle owned or leased by the permit holder to transport liquor
from the place of purchase to the holder's place of business, and from the place of sale or
distribution to the purchaser. This is part of the comprehensive regulatory plan to track alcoholic
beverages in the state in order to protect public health and safety and to assure that proper taxes
are paid. To assure that a vehicle is legally being used to transport liquor by these permit
holders, the commission enacted 835.3 of its rules requiring that the vehicle be labeled with the
holder's permit number. That requirement has been in place since at least January 1, 1976.

In 2013, the legislature added 874.08 to the Alcoholic Beverage Code, allowing brewpubs to sell
and distribute certain of their products directly to retailers. In §74.08(b), the legislature provided
that in making these sales the brewpubs are subject to the same requirements as holders of
general class B wholesaler's permits. Holders of class B wholesaler's permits are already subject
to the provisions of Code 842.01(a) and thus are also already subject to the requirements of §35.3
of the commission's rules.

The commission in these amendments is therefore not imposing a new burden on brewpubs, but
simply clarifying the rule so that brewpubs are made aware of the obligation that already exists.

The proposed amendments are adopted under Alcoholic Beverage Code 85.31, which grants
authority to prescribe rules necessary to carry out the provisions of the Code, and Government



Code §2001.039, which requires the agency to periodically review its rules to determine whether
the need for them continues to exist.

835.3 Vehicle Identification.

(@  This rule relates to §842.01, 42.04, and 43.05 and 74.08(b) of the Alcoholic Beverage
Code.

(b) Each vehicle covered by a private carrier's permit, a local cartage permit, or used by an
agent’s permittee under the authority of §42.01(a) of the Alcoholic Beverage Code, shall have
painted or printed or attached in a conspicuous place on such vehicle the following letters and
numerals, each letter and numeral being not less than 1 % inches in height and the correct permit
number being inserted in the blank space. Such letters and numerals shall never be covered from
public view when such vehicle is being used in the alcoholic beverage business.

1) On a vehicle covered by a private carrier's permit:
TABC
Permit No. O-

(@) On a vehicle covered by a local cartage permit:
TABC
Permit No. E-

3) On a vehicle covered by an agent’s permit:
TABC
Permit No. O-



Agenda Item 27: Approve Publication of Notice of Intention to Review Rule 835.41, Terms
Defined

The Texas Alcoholic Beverage Commission files this notice of its intent to review 16 Texas
Administrative Code 8§35.41, Terms Defined, in accordance with Texas Government Code
82001.039. An assessment will be made by the Commission as to whether the reasons for
adopting the rule continue to exist. The review will examine whether the rule is obsolete,
whether the rule reflects current legal and policy considerations, and whether the rule reflects
current procedures of the Commission.

Comments on the review may be submitted in writing to Martin Wilson, Assistant General
Counsel, Texas Alcoholic Beverage Commission, at P.O. Box 13127, Austin, Texas 78711-3127,
or by facsimile transmission to (512) 206-3280. They may also be submitted electronically
through the commission’s public website at http://www.tabc.state.tx.us/laws/proposed_rules.asp.
Comments will be accepted for 30 days following publication in the Texas Register.

The staff of the commission will hold a public hearing to receive oral comments on the review
on Friday, April 24, 2015 at 1:30 p.m. in the commission meeting room at the commission’s
headquarters, which is located at 5806 Mesa Drive in Austin, Texas.

8§35.41 Terms Defined.

The following words and terms, when used in this chapter, shall have the following meanings,
except when the context clearly indicates otherwise.

@) Lewd or vulgar entertainment or acts-any sexual offenses contained in the Texas
Penal Code, Chapter 21 or any public indecency offenses contained in the Texas Penal Code,
Chapter 43 (See Texas Alcoholic Beverage Code, 8104.01(6)).

(b) Narcotic-any substance defined in the Texas Controlled Substances Act,
8481.002(5),(6),(7), or (26) (See Texas Alcoholic Beverage Code, §104.01(9)).
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Agenda Item 16: Adopt Repeal of Rule 837.1, Payment for the Record on Appeal

The Texas Alcoholic Beverage Commission (commission) adopts the repeal of §37.1, relating to
Payment for the Record on Appeal, as proposed in the February 13, 2015 issue of the Texas
Register (40 TexReg 673).

Section 37.1 was reviewed under Government Code §2001.039, which requires each state
agency to periodically review and consider for readoption each of its rules. The commission has
determined that the need for the rule no longer exists and that it should be repealed.

In a contested case, the State Office of Administrative Hearings (SOAH) prepares the record of
exhibits and pleadings filed with it at no expense to either party. That record is transferred to the
commission after the Administrative Law Judge issues a proposal for decision. If the agency's
final decision is appealed, the commission prepares the record for transmission to the court. If a
court reporter is requested at the hearing held by SOAH and a transcript of the hearing is needed,
the party requesting the transcript pays for the transcription. That is the normal procedure in
judicial proceedings. Most cases proceed without a court reporter.

No comments were received by the commission.

The repeal is adopted pursuant to Alcoholic Beverage Code 85.31, which grants authority to
prescribe rules necessary to carry out the provisions of the Code, and by Government Code
82001.039, which requires the agency to periodically review its rules to determine whether the
need for them continues to exist.

837.1 Payment for the Record on Appeal.

The party seeking judicial review of a commission order shall pay all costs for the preparation
of the record required to be sent to the reviewing court.



Agenda Item 28: Approve Publication of Notice of Intention to Review Rule 837.2,
Contested Case

The Texas Alcoholic Beverage Commission files this notice of its intent to review 16 Texas
Administrative Code 8§37.2, Contested Case, in accordance with Texas Government Code
82001.039. An assessment will be made by the Commission as to whether the reasons for
adopting the rule continue to exist. The review will examine whether the rule is obsolete,
whether the rule reflects current legal and policy considerations, and whether the rule reflects
current procedures of the Commission.

Comments on the review may be submitted in writing to Martin Wilson, Assistant General
Counsel, Texas Alcoholic Beverage Commission, at P.O. Box 13127, Austin, Texas 78711-3127,
or by facsimile transmission to (512) 206-3280. They may also be submitted electronically
through the commission’s public website at http://www.tabc.state.tx.us/laws/proposed_rules.asp.
Comments will be accepted for 30 days following publication in the Texas Register.

The staff of the commission will hold a public hearing to receive oral comments on the review
on Friday, April 24, 2015 at 1:30 p.m. in the commission meeting room at the commission’s
headquarters, which is located at 5806 Mesa Drive in Austin, Texas.

§37.2 Contested Case.

@) This rule relates to any contested case under the Alcoholic Beverage Code (Code)
where notice and hearing are required, or an opportunity for public participation is provided
under the Code.

(b) All notices and pleadings in a contested case shall comply with the provisions of
Texas Government Code, Chapter 2001, Subchapters C, D, and F and the rules of procedure
adopted by the State Office of Administrative Hearings in Title 1, Texas Administrative Code,
Chapter 155.
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Agenda Item 26: Approve Publication of Proposed Amendments to Rule 837.5, Population
in Certain Counties

The Texas Alcoholic Beverage Commission (commission) proposes amendments to §837.5,
relating to Population in Certain Counties.

As part of the Code Construction Act, Government Code 8311.005(3) defines "population” as
the population shown by the most recent federal decennial census. Government Code 8311.002
provides that the Coe Construction Act applies to each code enacted by the legislature (including
the Alcoholic Beverage Code) and "each rule adopted under a code”. Rule Section 37.5 is
rewritten to eliminate references to specific rules, generalize its applicability, and adopt the
wording of the Code Construction Act.

Section 37.5 is also being reviewed under Government Code §2001.039, which requires each
state agency to periodically review and consider for readoption each of its rules. The
commission has determined that the need for the section continues to exist but that it should be
amended.

Martin Wilson, Assistant General Counsel, has determined that for each year of the first five
years that the proposed amendments will be in effect, there will be no fiscal impact on state or
local government attributable to the amendments.

The proposed amendments will have no fiscal or regulatory impact on micro-businesses and
small businesses or persons regulated by the commission. There is no anticipated negative
impact on local employment.

Mr. Wilson has determined that for each year of the first five years that the proposed
amendments will be in effect, the public will benefit because the commission's rules will be
consistent with the Code Construction Act.

Comments on the proposed amendments may be submitted in writing to Martin Wilson,
Assistant General Counsel, Texas Alcoholic Beverage Commission, at P.O. Box 13127, Austin,
Texas 78711-3127, or by facsimile transmission to (512) 206-3280. They may also be submitted
electronically through the commission’s public website at
http://www.tabc.state.tx.us/laws/proposed_rules.asp. Comments will be accepted for 30 days
following publication in the Texas Register.

The staff of the commission will hold a public hearing to receive oral comments on the proposed
amendments on Friday, April 24, 2015 at 1:30 p.m. in the commission meeting room at the
commission’s headquarters, which is located at 5806 Mesa Drive in Austin, Texas.

The proposed amendments are authorized by Alcoholic Beverage Code 85.31, which grants
authority to prescribe rules necessary to carry out the provisions of the Code.
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The proposed amendment affects Alcoholic Beverage Code 85.31 and Government Code
§2001.039.

§37.5 Determining Population in-Certain-Counties.

{6}  For purposes of any provision the-abovereferenced-provisions of the Alcoholic Beverage
Code or the commission's rules that refers to the population, it ef-a-ceunty shall be determined by
the most recent fast-preceding federal decennial census.

Page 2 of 2



Agenda Item 17: Adopt Repeal of Rule 841.24, Liquor Prescriptions — Physician's Permits

The Texas Alcoholic Beverage Commission (commission) adopts the repeal of 841.24, relating
to Liquor Prescriptions — Physician's Permits, as proposed in the February 13, 2015 issue of the
Texas Register (40 TexReg 673).

Section 41.24 was reviewed under Government Code §2001.039, which requires each state
agency to periodically review and consider for readoption each of its rules. The commission has
determined that the need for the rule no longer exists and that it should be repealed. This rule
establishes the requirements for holders of Physician's Permits in writing prescriptions for liquor.
The Alcoholic Beverage Code no longer authorizes Physician's Permits, so this rule applies to no
one.

No comments were received by the commission.

The repeal is adopted pursuant to Alcoholic Beverage Code 85.31, which grants authority to
prescribe rules necessary to carry out the provisions of the Code, and by Government Code
82001.039, which requires the agency to periodically review its rules to determine whether the
need for them continues to exist.

841.24 Liquor Prescriptions--Physician's Permits.

(@  All prescriptions for liquor written by the holders of a physician's permit shall be written
upon a form prescribed by the administrator (Liquor Prescription). Said forms for prescriptions
shall be printed in duplicate in bound book form and shall bear serial numbers running in
consecutive order for each form printed. The commission shall have such prescription forms
printed and furnish same to holders of physician's permits upon request, as hereinafter provided.

(b)  Each holder of a physician’s permit in writing a prescription for liquor shall make an
exact duplicate of the original thereof, deliver the original to the patient, and retain the duplicate
of said prescription in the bound book furnished him, which duplicate shall be kept by the holder
of said physician's permit for a period of two years.

(c)  When the holder of a physician's permit desires prescription blanks upon which to write
liquor prescriptions, he shall make application to the administrator on forms prescribed by the
administrator for prescription blanks upon which to write liquor prescriptions. In such form said
holder of a physician's permit shall make an order for 100 prescriptions forms and in such order
he shall designate the beginning date of the 90-day period, for which period he is restricted by
law to the writing of not more than 100 prescriptions for liquor. He shall also give the number
and serial number of any unused prescription forms he may have and details in regard to any
voided, mutilated or destroyed prescriptions forms. Forms for such requisitions or orders for
prescription blanks shall be furnished holders of physician's permits by the commission upon
request from such holders of physician's permit. Prescription forms shall not be issued to any
physician in excess of 100 forms for any designated 90-day period. No holder of a physician's
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permit shall write a prescription for liquor on any form other than one issued to him by the com-
mission.

(d) Every holder of a physician's permit shall require the person for whom he writes a liquor
prescription to endorse and sign his name on the back of such prescription in the presence of the
prescribing physician, and it shall be a violation of this section for the holder of a medicinal
permit to fill a liquor prescription until the person for whom the prescription is written has
endorsed and signed his name on the back of such prescription.
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Agenda Item 18: Adopt Repeal of Rule §41.40, Monthly Report of Medicinal Pharmacy

The Texas Alcoholic Beverage Commission (commission) adopts the repeal of 841.40, relating
to Monthly Report of Medicinal Pharmacy, as proposed in the February 13, 2015 issue of the
Texas Register (40 TexReg 674).

Section 41.40 was reviewed under Government Code §2001.039, which requires each state
agency to periodically review and consider for readoption each of its rules. The commission has
determined that the need for the rule no longer exists and that it should be repealed. This rule
establishes the requirements for record-keeping of and reports by holders of Medicinal Permits.
The Alcoholic Beverage Code no longer authorizes Medicinal Permits, so this rule applies to no
one.

No comments were received by the commission.

The repeal is adopted pursuant to Alcoholic Beverage Code 85.31, which grants authority to
prescribe rules necessary to carry out the provisions of the Code, and by Government Code
82001.039, which requires the agency to periodically review its rules to determine whether the
need for them continues to exist.

841.40 Monthly Report of Medicinal Pharmacy.

(@) Each holder of a medicinal permit as defined by 839.01 et seq., of the Alcoholic
Beverage Code shall file a monthly report (monthly report of medicinal pharmacy) with the
commission on forms prescribed by the administrator. The report shall be filed with the
commission at its office at Austin on or before the 15th day of the month following the calendar
month for which the report is made and shall show the following: A full and complete record of
all liquor received, purchased, and disposed of by the medicinal permittee during the month for
which the report is made and the detailed information with respect thereto shall be given as
follows:

1) the exact quantity of liquors of any kind on hand or possessed on the closing day
of the month for which the report is made;

@) a complete record of liquors purchased during the month, showing invoice
numbers and dates of invoices; name of wholesaler from whom purchased and his address; units
of liquors; the total bottles received during the month and the total gallons of liquor received
during the month;

3 a complete record of liquor prescriptions filled during the month, showing the
names of the prescribing physicians, their addresses and permit numbers, the amount of liquor
prescribed by each physician, the number of liquor prescriptions prescribed by each individual
physician which were filled by the said permittee during the month, and the total number of
liquor prescriptions prescribed by each individual physician which were filled by the said
permittee during the month, and the total number of liquor prescriptions filled;
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4 the total number of prescriptions filled during the month for other medicines,
excluding narcotics;

(5) the correct inventory of all liquor prescription tax stamps on hand for the closing
day of business of the month for which the report is made;

(6) the amount of liquor prescription tax stamps received during the month for which
the report is made;

(7) the date the liquor prescription tax stamps were received;

(8) from whom the liquor prescription tax stamps were received;

€)] the date and number of the state treasurer's invoice;

(10)  the total monetary value of stamps billed on each invoice.

(b)  The report shall give the name and address of the medicinal permittee making the report
and the medicinal permit number, and shall be signed by the holder of said medicinal permit or
his authorized agent, who shall make affidavit as to the correctness of the report as follows:

“In compliance with rules adopted by the Commission, I, the holder of the

aforementioned Medicinal Permit, or the duly authorized agent thereof, do state

under oath that this report accounts for all liquors in stock, purchased, received

and dispensed during the month for which report is made. | further state under

oath that this report accounts for all liquor prescription tax stamps purchased

during the month for which this report is made and supplies a correct inventory of

all liquor prescriptions tax stamps on hand on the closing day of business of the

month for which this report is made, and that all representations, facts and figures

contained therein are true and correct.”

The affidavit shall be signed and sworn to by the permittee or his duly authorized representative
before a notary public or other officer authorized to administer oaths.

(c) Each holder of a medicinal permit shall keep and preserve at his place of business a
complete record of all liquor received or purchased by the permittee. This record shall show the
following:

1) each purchase of liquor, from whom purchased, date of purchase, quantity
purchased, kind and character of liquor purchased, and such record shall also show the date of
each receipt and kind of liquors received, as well as the name of the carrier making delivery
thereof. Entries on this record shall be made on the date the liquor is received, and the records
shall show the quantity and kind of liquor on hand at the close of business on the last day of each
calendar month;

@) a complete record of all liquor prescription tax stamps received, date of such
receipt, and the disposition thereof; and

(3) a complete record of all liquor prescription tax stamps on hand at the close of
business on the last day of each calendar month, including the quantity and value of such stamps.

(d) The requirements of this section shall be cumulative of any other requirements as to the
keeping of records by medicinal permittees contained in any other section.

() No medicinal permittee, his agents or employees, shall ever have in his possession any
blank prescription for liquor, and no medicinal permittee, his agents or employees, shall ever fill
out a prescription for liquor or write any of the information required on such liquor prescription.
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Agenda Item 19: Adopt Repeal of Rule §41.50, Gross Receipts Tax

The Texas Alcoholic Beverage Commission (commission) proposes the repeal of 841.50,
relating to Gross Receipts Tax, as proposed in the February 13, 2015 issue of the Texas Register
(40 TexReg 674).

Section 41.50 was reviewed under Government Code §2001.039, which requires each state
agency to periodically review and consider for readoption each of its rules. The commission has
determined that the need for the rule no longer exists and that it should be repealed. This rule
establishes the commission's requirements related to the Gross Receipts Tax. The Legislature
changed the agency responsible for the Gross Receipts Tax from the commission to the Texas
Comptroller of Public Accounts. As a result, the commission no longer has any authority to
administer the tax and this rule is no longer applicable.

No comments were received by the commission.

The repeal is adopted pursuant to Alcoholic Beverage Code 85.31, which grants authority to
prescribe rules necessary to carry out the provisions of the Code, and by Government Code
82001.039, which requires the agency to periodically review its rules to determine whether the
need for them continues to exist.

841.50 Gross Receipts Tax.

(@) Definitions. The following words and terms, when used in this section, shall have the
following meanings, unless the context clearly indicates otherwise:

1) Complimentary alcoholic beverage. Those alcoholic beverages served without
any charge whatsoever to the person served.

@) Invoice. An instrument issued by the seller of the alcoholic beverages to a
permittee.

3) Permittee. A holder of one of the following permits and the agents, servants and
employees of such permit holder: a mixed beverage permit, a mixed beverage late hours permit,
a daily temporary mixed beverage permit, a private club registration permit, a private club late
hours permit, a private club exemption certificate permit, or a caterer's permit.

(b) Records. A permittee shall keep any record required by any rule of the commission or by
the Alcoholic Beverage Code for a period of two years on his licensed premises unless written
permission to keep them elsewhere be granted by the administrator pursuant to 8202.13 of the
Alcoholic Beverage Code, and shall make any such record available to a representative of the
commission upon request within a reasonable time. Provided, however, that after an audit has
been made of the records of a permittee by a representative of the commission, the permittee
may with the written consent of the administrator or one of his designated representatives
remove such records from the licensed premises and store them at an approved location unless
prohibited by the Alcoholic Beverage Code.

(c) Consumption on premises.
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1) A permittee shall not serve any alcoholic beverages to any person except for
consumption on the licensed premises of such permittee.

@) A permittee shall not permit any person to remove any alcoholic beverage from
its licensed premises except as provided by sections 28.01 and 28.10 of the Alcoholic Beverage
Code.

(d) Source records.
1) Source record as used herein means:
(A) A dated customer service check or ticket;
(B) A dated cash register tape, if coded to reflect all required information; or
(C)  An equivalent of the above in some other form subject to approval by the
administrator.

@) Each permittee shall record on a source record the following information in a
manner which makes such information clearly evident or by a system of symbols (code) if such
symbols and their meaning are printed on the source record or maintained on the licensed
premises:

(A)  Each individual separate serving of an alcoholic beverage and the price
charged therefor.

(B)  For an alcoholic beverage not served as an individual separate serving, the
unit of the serving used, and the price charged therefor.

(C)  Each separate serving or other unit shall be clearly identified as to the kind
of drink (daiquiri, Tom Collins) or class of beverage (beer, wine, whiskey) as the case may be.

(D)  The date of the transaction. For this purpose the "date™ as of 3:00 a.m. one
day continues until 3:00 a.m. the next day.

(E) A gratuity which is charged to the customer or person served, which does
not exceed 20% of the sales price or service charge, will not be taxable if it is recorded on a
service check as an identifiable item and is in due course disbursed to the proper employee or
employees who customarily and regularly receive gratuities. Gratuities will not be allowed
unless they are accounted for separately in payroll account records, and these records establish
that the actual gratuities are disbursed back to the employees responsible for the sale or service.

(F)  Complimentary alcoholic beverages shall be recorded on service checks
only. A check should be prepared for each individual or party served. The check should be
prepared as if it was a normal sale and then clearly marked as being complimentary. The service
checks should be grouped daily and filed with the daily summary showing the information on the
summary as required by subsection (€)(2) of this section. A serving of an alcoholic beverage
shall not be a complimentary alcoholic beverage if it is served under conditions which include,
but are not limited to the following: the alcoholic beverage is served in conjunction with food or
any other thing sold to the recipient, or if any entertainment or entry fee is charged. Any
alcoholic beverage served under the above or similar conditions is subject to the gross receipts
tax, computed on the basis of the normal charge for sale or service of such alcoholic beverage by
the permittee.

3) Source records shall be maintained in sequence by date.

(e) Daily summary. Each permittee shall prepare a daily summary of the following:

1) All information required to be recorded on source records, including the sale or
service of alcoholic beverages (proper identifiable symbols or codes may be used).

@) Complimentary alcoholic beverages dispensed, showing the number of servings,
type of service, kind of drink, and normal selling price.
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(F)  Gross receipts tax liability.

1) In examining the tax account of any permittee, the commission may compute and
determine the amount of gross receipts tax liability upon the basis of reports filed with the
commission, but if such reports are found not satisfactory, the computation and determination of
the gross receipts tax liability may be based upon any records or information which is available,
or is obtained from the permittee or any seller who furnished alcoholic beverages to the per-
mittee.

@) In examining the tax account of each permittee, if the commission finds that the
permittee has failed to maintain or make available the records required by any regulation of the
commission or by the Alcoholic Beverage Code, the commission may compute and determine
the amount of gross receipts tax liability from any available source or records, and estimates of
the tax liability may be made by use of any available record for any period for which the
permittee has failed to maintain records or file a report with the commission.

(3) In examining the tax account of any permittee to establish its gross receipts
liability, the commission presumes that the disposition of all alcoholic beverages purchased by
the permittee is taxable until the contrary is established. The burden of proving the contrary
shall be upon the permittee and must be established through authentic records.

4) In examining the tax account of a permittee to establish its gross receipts tax
liability, the commission may examine all books, papers, records, documents, supplies and
equipment of the permittee and may also investigate the character and operation of the
permittee's business.

(g) Concerning alcoholic beverages which are lost through theft or disaster, the permittee
shall prepare a written report outlining the number of containers lost by size, brand, and class.

1) A theft of alcoholic beverages shall be reported to the proper police or sheriff's
department and must be substantiated by the report of such police or sheriff's department.

(@) A disaster causing a loss of alcoholic beverages shall be reported to the
commission and must be substantiated by an affidavit of the investigating employee of the
commission.

(h) Invoices.

1) An invoice shall be issued in original and one copy in consecutive numbered
order, showing the date of the sale or distribution, the purchaser and his address, the quantity,
brand and class of alcoholic beverages sold and the total price of each brand and class shown
thereon. Such invoices or a copy thereof shall be delivered to the permittee and a copy of such
invoice shall be kept by the seller making same.

@) A permittee shall not possess or permit to be possessed on his licensed premises
any alcoholic beverage which is not covered by an invoice from the supplier from whom the
alcoholic beverage was purchased by the permittee. Each invoice shall be kept on the licensed
premises for a period of two years and shall be made available to a representative of the
commission upon reasonable request.

(i)  Ifany permittee, in computing and paying the gross receipts tax due, through mistake,
error or miscalculation, has paid more gross receipts tax than is legally due, the permittee who
paid such excess gross receipts tax shall be entitled to a refund, and a claim for such refund may
be made at the time and in the manner prescribed by the administrator, and such excess gross
receipts tax shall be refunded to the permittee who has paid the same or credit may be allowed on
future gross receipts tax payments. Refunds for over payments of gross receipts tax may be
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made by the commission from the mixed beverage clearance fund before the same has been
allocated.
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