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TEXAS ALCOHOLIC BEVEXAGS
COMMISSION

BEFORE THE STATE QFFICE

V.

FER A O P Y I

YELLOW DOG SALOQON £
N-252980 & PE-152981 {
EAS FT,A_ ND ( Ol Y, TEXAS
(TABC (CASE ] HG0862) A OMINISTRATIVGE 1IF ARING

PROPOEAL FOR DICISDON

The Texas Aleoholic Bever:ae Comraission (T2 Stadf brooght dads disciplinary action
against Yellow Dogp Saloon (T'r‘:-purtf srby lepivgr tha 2o deat has engaped in thz following
viclanons of ithe Texas Alechatic Beverags Code (e Hirle):  conszatiag o all ey 1§ 1S permits
to be used or displaved hy aJIO"'hP:L:I enderizy: o a devi e, sob e or plan the surrendered comtrol
of the pramises ta a person or persoas owber thag esvonlant; and fling 10 naintin sclusive
occupancy and contron nt “he zntire ocensed tverites o ooviry phase of the :.Tf.‘rf:u;'c, ilistriburion,
possession, transportation aad sale o all deohelic b‘. versmes purchased, sioved or so0ld on the
licensed rrenpiises’ TABC Stelf sc ok careallation of B rsonchnt’s ;:-erm_iis.' Tz Administrative
Law ludge (ALD recommends that Nesacrden™s servoins oz canceled,

ILRISDICTION, MOTICE, Al LEOCEDURAL HISTCR Y

1 ABC nas iwisdicton gve: this matter vecer . B4 ALCO. BEV. CODE AN, ch. 5 and
“nde), sl 16 TEX, ADMIN CODE § 31.1

§§ 6.01,11.05, 11.61,44.01, 4403 and 109,35

"Wo permitize may llow the use or Jis2lay oF his pirnit by a persor, oth: than the person to
whom the pexpt ) SEV.CODE AN, 41167 asa 103,53

‘Anv device, scheme or nlan which sumrenders conaol ol te zop ] ye sines: e
permittee toy persans other than ¢ permives sho | beunlawfed. "X 81000 O R

2 " . - .y -

"B v 2z maintaic veclugio »enicontrol of the gnor: liceysed premases

in cvery phase dissbuficn, M4seini N, TAL) ut amd sale of ull aleaholic baverape s purchased,

stored or solc on the d premizes. TEX. ALCZG. BEY £ NI € 109,33,
“T'he Texas Alcohnlic Bevirage I', i avwkomiiol o eacesl or suspend a perm .t for r ot more than
60 days if a permitce v >5 the Cade, T A LOOE AN E16]
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et seq. (the Rules). The Staie Ofhe: of Adiaieasttid ve Lewings (SOALD has jurisdicr.on over all

matters related ro condecting, & hearing n s zrrn'c:u.iis:g;_. tirluding the preparaion ol a praposal

for decision with findings of <act cnd conclusicn: of oo ander TEX, GOV T COLRE ANN,
2003.02° . There were no umaly o0ngsted L8sues a_-t notie 2 urisdierion in s procecdmg

On June 20, 2003 a heann y corezned beicr: L) Terva Cooper, in thie SOAN office
located a1 6777 Camip Bowiz Blvd. Sidve 407, Fort Woeta, Tedn, TABS StafTwas T"'"ri:Sf‘ﬂiGd ot
the hearirg by Timathy ¥, Gnffih, TABC Swf Aoeoey Respordent  zppeared and was
represented by counsel, Paul W' Lewaden Aormey at e, e record elosed oo that same date.

Rezspendent holds a Private Club legistindion formnds, WN-2352980. znd Baverage Car tage
Permit, FE-252981, issued by TARC ¢ Yellow Dog, wilarn, 'IF(-{} T™H 20, Basthad, Easlangd
County, Texas. TARC Staffalleges that Responcear raticimied inoa subterfage in the operation
of its business bscause it consented 3 allorwed the nea ar Ferhy of ts penrins by acother person;
entered into a device, scheree or plan that strrendarad ¢ooorol ol'the premises to another: and faled
to maintzin exciusive oceunarcy .15 contel of the en ot ey sed sternises in svars phaze of the
sale of alcoholic beverages on the lisensed premizes.

Apant AL Willlamscn testif esd oa behalfof [4007 Stedt. He was the only vduess called in
this proceeding by ¢ither paty. HelsaUeos peac: offiery end hiss benemp.oyed asa TADC agent
for sixteen yemrs. During his Jentie, d¢ 328 (haf 2z kol oondazted sublerfupe favesd zations.

Agent Williamson stated tha: Veliowy Deg Saloon """]|Ol,-.' Dog) i3 a privat: zlub being
operated by Linda Beggs. Accorcing lo Agent Wilki: -asen F'“ug..‘ '51;1::. beece. 1volved 1n the
operation of private clubs for several vears, havirg cpiraced erother private club, The T Clab, at
,_mnh location prior 1o beccoming invelved with Yell ~w Dog's L.'Df.'ft[l(lal. Agent VW lliamson felt

well-versed on the ndes ¢ vl the proper operation of private clubs
1

rict record kespiag seoquiremsarits ¢ pplizd tythesatype of |"'Il'-l|‘1"“: sentivies from

s ¥¢
Lk ai -\' A
and was aweae

her previous experience. e (st

x| further Uz he wias present al a meeting in November 2001,

wheyt N had been sceetfically ¢ toned abou: a5iag money 1\“}("'11 'i,u,\_, to ajaivate club for
her personal use by a represemtative: of the State Comptouler s Offce, Larry Howand.

Agent Willizmson saicd Taal he yevisseer Yol ine Dog's benk re C('J'J..s 4 Toumnd that on
Februar, 25, 2002, 4 cheek in the cmoar of ST h e weritten on TYellaw PDog’s bank
account to the Tustland Natona. Menk., vwhich was by piveaznt o Ms. Eeges’ car lean. Agent
Williamson aixe said that he obeerid oiber checks wisite s “1 Yeltow Dog™s uperaling account to
J.C.Penny anc Seass. whuch he thoupht were quest ana b oo Veliow Dog business expenditir 2s and
were likely wiven fo pay foy Mg Bepgs personn! purhieses

Vis. Beges™ iacome tix retorn was examiied oy Agent Williamson., He: retura showed that
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she was claiming incezse 28 2 clab operaser, i@ which e ub Yellow Dag, wae Jestpmated as a
sole proprietorship, Lsipg Soheduls C v aer Lux e, Mo Reaes had writen off hosinese
expenses “rom Yellow Dog's operations pe sonally:

Accordmng to Agsnt Williatisenthis was i propor, Azent Williamsorn test fied thiat Yellow
Dog was a legal entity, whese exiience mast be cooyniec because it was the holder of TABC
permits. As aresult, Yellow Dog saculd b Bling ts owviti w2 m;; return wnde: its owr laxpayer
identification number. Business expenser mwewred by rellew Dog should be reflecied on its tax
return, rather than on the personal twv: retum of the priv e club's opm(ntor OT Ianager,

In Agent Willamson’: opiaicn, tasse two fac o demonsirated that te Yellow Doz's
ownership or cperation was a subtertuge sod ieprl M sad that TABC Stalf had been w i]ii:‘:gv
work with Ms Bepgs and assist her with poopes revord e ping, but that she had continued mixing
her personal business affairs with that of vhe: private chin Yelow Dog. Ms. Beges feiled 10 set up
a mapagzment agreemsnt with the club’'s mambership, 3 stgpestzd, so that s2e cou'd receive
compensadon for her work, L3, Heg gs Lal eoniimoed (o Azerl Willianson that no management
agreement ever existed hetween berse £ anc Yelloa Doy

AgeptiWitliamson discountad the seggastion thet We, Poges” activities verrs nugrely clerical
errors, since she bad received warning: corcerning valn, ve s Doy'soperaing ernseunt (o pay for
personal delns. Ins U"'LHI&I‘}' Agen:Wiliznger el Bis estimeny saving thid M. Begg:had
admitted to b thet she was “broks” apd a2eded Lxuse oo Trom Yellow Do 2 oorriting bark
account T hay her bI_Eb‘.

Alval 8L

A private club is an assecistion of perons, wisthe wnincorporated or incorporated,
organized for the promotior. of soare cornmon abyzet. Thy agsoviation is macagad by a committee
or board made up of members I\fﬂ > ¢lub, énd no sinplovee oi'tae club shall be ¢lizibls to serve on
this commmittee or board. [See TEX. ALCC. BEY. ORI AN, §32.03] A private cluk regisgation
perm*tm-lﬂ“-oru“ alcohnlic JevErages ":u::lt'-ug;m-;; DS 1 -l 11" i hecubio be st e, r_\-.egpq;e.j and
served for on-premis -:‘orrrmnmiv yonly omamizers o Dlhe club, their farmilies, cvtheir gaests. [See
TEX. ALCO. BEV.CODE ANN, § 52.01°

,’1.

A orivate elub registeztion perrmt alows maen s of e club to earabine e sources and
implenmznt a peol em forstorase of i alcohe s heva 'agrts Provisions of S=ction 32,06 of the
Code allow for charging serviee fess r (rder 1o a1 30 Lthe private club’s stock of aleoholic
beverages. The establishmen: of specifc azconntt, sug - as 1 p2aeral operating accouad, is provided

for pursvant to Section 32.06 o the Code, and arys of T ¢ prenunts are required (0 b tnaintained
in accordlance with generally aceeziead ac mnling prin iy les

Additionally, Section 32,00 of the Code allawe Jir the membership commnittes or board to
contract for beverage servizes with thisd party pevid s These service providors anz required to
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maintain records for the membership and TABC wider ez eretl aceepted accounting pr ncipels.
In thiz ceze. the yaesicns which need va be war 1o s

I, Did Rezpondent allorw oo congant t sow ane other than ¢he remrit bl der
sTHg LS permi;
Did Respendent £3] to maintaic exclizie wontrel of the premises; e
3. Was Respondent a party to a device, sihe s or plan that sureenidered
comtral of Ruspondes 5 busires 1o apwier, ‘

These zetivities are CONary o 5&, A5, 0% .:'”.I U ard 10935 of the Code, Generully,
these allegatinns are olso colleetively vefrad to an o subbriue operation of a Loenze 1 e is::'s
The term “subterfoye™ ‘e net Cefe s witin e povisiens of tae Code: howover, 153 comrrnon
meaning 15 Cefined as a deception © order 1¢ . L ercans, o1 evade: or a deceptive device or
stratagem  (See Webster's Collegizte Dictonsry, Tenu 1¢20a1h Further, Sectinn 109 5% of the
Code states:

It is the intent of the lezisiatir: to prevent rubte “fuge '»“rerc"w:'m of or un'awwfid u
r,-‘_-'u DErTNIT ¢ fthe premises sovare: I SUCT & [ 3w |. nrov 1sions of this conde

shall be §i | ba the dulty ol e

to carry out this ol:n

MnnUssIoN of the acmurasirator U2 roveds st | i erzace to e L’l;-.".jl policoy of
praventing subterfuge owuership mad rezted prasices hereinafter declarzd o

ful wade piasicas

From the evidence presentasl, TAZC Staf{ has sest its barden of p oot esteblizhing that
Respondent’s parmits were bemag used mapraperly  Warzgenint for a private cluk i, & delinition,
a decentralized operation.  In this veee, heovaver, Ul ol h mwapagement and contoal astivibes were
centralized in one individval, I inds Peges Ms, Brggs ocented notice of this praceecing on oehalf
of Respondent, she adrnittediy used arivat: (Jabmeries ] ua” apersonal debt, ind ‘lnt-wsi:cl proceeds
and expenses from operating the olaloag a <-vl=- ¥ up Tacrikypoon ber perseral s etum. This
commingling activity between Repzoocent ¢ oniiness affairs wouald ror fl within

generally recogrized accounting praciices o the 21,37 oy L.

Clearty, Respendent's business wis Dying sondared warthe persopa censhit of 3ds. Beeps
rather than the club’™s mem™ership  She sontimase wi o bis zanrse of conduet despste warnings
being provided 1o her by representalives o the Siate Corapdrmiler’s Office and TABRC Staff Ms.
Beggs WIS N0 stranger -n()[;u-rfl.-.m,i' e iwnre ey 208 U RENEL G saciared with ArkyLier sindare {:'_'Ifjf
for seversl vears. She was aviare Laat proper alteynativoes for corapensation 01 hee sevicrs to the
club were passible via a manag smezd contrass, vet shie took no s psto establist aproper relatiouship
with Respoendent and its mernbersh:, arsoplerner tan:pooiptiate method for accourdng of funds
between harself and Respondemt,  For ese regson:, be 4L asraes wirh TABL Staff and
recommends that Respondent’s permnts be cancel 2.
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Yellow Dog Satoon (Respondsat) cclds a Poavar 2 uh Registeation Permit, N-252980, and
aPBeverage Cartage Perimit, PE-28295 issne d by ke Teses Aleoholic Bevierage Commission
(TABQC) for a premisss located a2 11800 IH 20, J32tund, Eastland Coumnty, Tenas,

2, Respondent’s business opertions “vewe carsed it by Linda Peggs

3. Ms. Begyshas beenactively involva linapamating b espo xlentand ancther private clhub, The
Jrm Club over a peniod. of sevverel vesrs,

4. On Febmary 25, 2000, achen < was jsuad toihe Datend Mational Bank fom Ressondent’s
bank operating account by I, Begzs. whaicawar ir pevment for a personzi debt Vs, Beag’s
car Loan.

3, Ms. Beges™ personal incomaetaretamrened =d Fespor dent’s business income asd expenses
as being from the operador. T Fa zole proprie orini]y rather than repordng thess arnounts on
a separate income wax ratuen ot Respondent wihicw wovld be proper since Respondent is a
separaic legal entity.

— 6. Prior to the events discusaed in Fiading: of Fatts Noe 4 and 5, Ms, Besrs kad been
captionad that proper accounting pracices needed o be implementzd o prevent
conuning}jng ner pe-[ggna! TUsInes:. wi-h Resporg.eri's vtE'l.le-I]f'_f:Sfi aff:iir:s‘ bt t:'lé impmper
activities cantinued,

CONGLUUHIONS E b L8y
L. The Texas Alcoholic Jeverage Commission (1.4100) has jurisdiction avor this preceeding

pursuart to TEX. ALCO EEY. CODE ANM. ¢l [ and 36 6.01,11.05, 11.61, #+4.01, 44.03,
and D923,

2. The Siate Office o Admindstat e Heaxyz: ($0AH) has junsdictive over all matters
related to conducting & hemri:g in kis pre ceed ry;, including the preparatior of a pronosal
far decision with findings of Yact aad corvlasic ns of aw, pursuant to TEX. GOV T CODE
AHNN. ch, 2003,

3 tespondent received adeguate notee of L proceedings and hearn s,

4 Bas2d on the foregeing Firddings of Fast, Resp i dent s permits have besn used 3y a person
other than the one tc whom the permits wert jssues, Respondent hag failzd to maintain
exclusive control of the aotire ‘rcensed wem 33 in every phase of the sale of alcoholic
beverages sald on the premisss; st Respondint has surrendered contro, of the business to
a person other than Respondent i vioation of TEXN ALCG.BEV. CODE ANM. §611.03,
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[1.61. and 109.33,
Bzsed on the foregoing Findings of Fact and Condusiczic [La» No. 4, Respondent’s Private
Club Registration Permit, MrE298C, and Veven g Cantagie Permit, FI5-25298 0, should be

canceled for cavse.

— s T T T
SIGNED on tis the 18" day o iy 2005

N s s /’;T‘
v’ g, TP
‘,--:-\'ia.: i A 2eaChe g 5:2‘:‘:3’11? Relmminr e
o Ty e SO0PER, Adrnuitrative Law Judge

S Cfilcr of Administrat ve Feanings



DOCKET NO. 600862

IN RE YELLOW DOG SALOON § BEFORE THE
D/B/A YELLOW DOG SALCON §
PERMIT NOS. N-252980, PE252981 §
§ TEXAS ALCOHOLIC
§
EASTLAND COUNTY, TEXAS §
(SOAH DOCKET NO. 458-03-3082) § BEVERAGE COMMISSION

CAME ON FOR CONSIDERATION this 8th day of October 2003, the above-styled and
numbered cause.

After proper notice was given, this case was heard by Administrative Law Judge Tanya
Cooper. The hearing convened on June 20, 2003, and adjourned on June 20, 2003. The
Administrative Law Judge made and filed a Proposal For Decision containing Findings of Fact
and Conclusions of Law on July 18, 2003. This Proposal For Decision (attached hereto as
Exhibit "A"), was properly served on all parties who were given an opportunity to file Exceptions
and Replies as part of the record herein. No exceptions have been filed.

The Assistant Administrator of the Texas Alcoholic Beverage Commission, after review
and due consideration of the Proposal for Decision, Transcripts, and Exhibits, adopts the Findings
of Fact and Conclusions of Law of the Administrative Law Judge, which are contained in the
Proposal For Decision and incorporates those Findings of Fact and Conclusions of Law into this
Order, as if such were fully set out and separately stated herein. All Proposed Findings of Fact
and Conclusions of Law, submitted by any party, which are not specifically adopted herein are
denied.

IT IS THEREFORE ORDERED, by the Assistant Administrator of the Texas Alcoholic
Beverage Commission, pursuant to Subchapter B of Chapter 5 of the Texas Alcoholic Beverage
Code and 16 TAC §31.1, of the Commission Rules, that Permit Nos. N-252980, PE252981 are
hereby CANCELED FOR CAUSE.

This Order will become final and enforceable on October 29, 2003 unless a Motion for
Rehearing is filed before that date.

By copy of this Order, service shall be made upon all parties by facsimile or through the
0.8, Mail, as indicated below.



SIGNED this 8th day of October, 2003.

The Honorable Tanya Cooper
Administrative Law Judge

State Office of Administrative Hearings
VIA FAX (817) 377-3706

Paul Lewallen

ATTORNEY FOR RESPONDENT
2520 Carson Ave.

Fort Worth, TX 76117-4716

V1A FAX (817) 222-9093

YELLOW DOG SALOON

D/B/A YELLOW DOG SALOON
RESPONDENT

613 Moss

Eastland, TX 76448

On Behalf of the Administrator,

//M’Mau,/ﬁ///

ene Fox, Assistant/Ad ministrator
Texas Alcoholic Beverage Commission

CERTIFIED MAIL/RRR NO. 7001 2510 0003 8687 1335

Timothy E. Griffith

ATTORNEY FOR PETITIONER
TABC Legal Section

Regulatory Division

Abilene Office



