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COMMISSION MEETING MINUTES
January 26, 2007

The Commissioners of the Texas Alcoholic Beverage Commission met in Regular
Session on Friday, January 26, 2007, at the Texas Alcoholic Beverage
Commission, 5806 Mesa Drive, Suite 185, Austin, Texas.

PRESIDING: John T. Steen, Jr., Chairman
COMMISSIONERS
PRESENT: Gail Madden

José Cuevas, Jr.

STAFF PRESENT: Alan Steen, Administrator

Glenda Baker, Assistant Chief of Enforcement

Carolyn Beck, Public Information Officer, Executive

Lou Bright, General Counsel, Legal Services

Sherry Cook, Director of Information Resources

John “Dan” Cullers, Captain, Region 1

Debbie Dixon, Director of Education and Prevention

Loretta Doty, Director of Human Resources

Del Drake, Office of Professional Responsibility,
Executive

Jeannene Fox, Assistant Administrator

Buck Fuller, Director of Compliance

Diana Gonzalez, Assistant Director of Compliance

Russell Gregorczyk, TABC Contracted Internal
Auditor

Amy Harrison, Director of Licensing

Gary Henderson, Enterprise Operations Team
Leader, Information Resources

Larry Howard, Regional Compliance Supervisor,
Region 1

Linda Jackson, Administrative Assistant, Executive




Renee Johnston, Executive Assistant, Executive
Dexter Jones, Marketing Practices, Executive
Charlie Kerr, Director of Business Services
Ashley Storm, Assistant General Counsel

GUESTS PRESENT: Andrea Bergia, Republic Beverage Company

Dewey Brackin, Attorney, Gardere Wynne Sewell,
LLP

Fred Marosko, Texas Package Stores Association

Jack Martin, Attorney at Law

Mignon McGarry, Republic Beverage Company

Randy Yarbrough, Wholesale Beer Distributors of
Texas

Don Walden, Attorney, TWGGA

CALL TO ORDER

Chairman John Steen called the meeting of the Texas Alcoholic Beverage
Commission (TABC) to order at 10:00 a.m. Chairman Steen stated that
Commissioner Gail Madden would be delayed approximately 30 minutes.

APPROVAL OF COMMISSION MEETING MINUTES OF NOVEMBER 17, 2006

Chairman Steen called for a motion to approve the TABC Commission
meeting minutes of November 17, 2006. Commissioner José Cuevas SO
moved, and Chairman Steen seconded. The motion carried.

ADMINISTRATOR'S REPORT

Chairman Steen called upon Administrator Steen to provide the Administrator’s
report on Administrator and agency activities, budget issues, and staff
achievements. Administrator Steen reported the following:

e TABC is currently receiving applications for the Enforcing the Underage
Drinking Laws (EUDL) grants. The deadline for the applications is February
15", and it is anticipated that 20 to 25 applications will be received. The
applications will be provided to the Commissioners for their input.
Administrator Steen asked the Commissioners to provide their
suggestions or ideas on how best to include them in the process.

¢ Nine new agents graduated in December.

e TABC'’s Sunset Commission hearing was held in Austin on December 12; the
decision hearing was held on January 10". Administrator Steen noted that the



hearings went well, and the decision recommendations are on the Sunset
Advisory Commission’s website.

e On Monday, TABC will meet with the Legislative Budget Board (LBB) to go
over the budget that the LBB will be recommending to the legislature. Lori
Gabbert is TABC's Budget Analyst at the LBB. Then, TABC is tentatively
scheduled to go before the Senate Finance Committee on February 1%. Ms.
Gabbert will make the major part of the presentation, and Administrator Steen
will be allowed five minutes for his part.

e Administrator Steen and staff met with the following legislators’ offices:
Representative Sylvester Turner, Senator Steve Ogden, Representative Scott
Hochberg, and Representative Mike “Tuffy” Hamilton.

e Staff have been involved in several meetings during the last few weeks with
Anheuser-Busch from St. Louis, Missouri, regarding marketing practice issues.

e Texas experienced inclement weather recently, causing some TABC office
closures around the state.

e Twenty-five nominations were received for the 2006 Allan Shivers, Jr.
employee of the year awards: seventeen civilians and eight certified peace
officers (CPOs). The awards will be presented at the March Commission
meeting.

e A decision will be made today—based on various factors—as to whether
Workflow Manager goes live on March 1. Workflow Manager is the software
that will be used by the field to input operations data. The March 1* “go live”
date would be the date that TABC would move from entering daily operations
data through LicenseEase to entering the data through Workflow Manager,
leaving LicenseEase software for the licensing process.

Commissioner Cuevas asked Administrator Steen about TABC Lieutenants
meeting with county attorneys on criminal issues. Administrator Steen explained
that this is part of the agency’s efforts to operationalize the focus on at-risk
behavior. This came out of a Sunset recommendation to focus the agency’s
enforcement efforts on at-risk permittees and licensees.

Commissioner Cuevas asked Administrator Steen where the agency was budget-
wise at the end of the quarter. Administrator Steen responded that the agency is
still approximately $300,000 in the hole; however, the agency has measures in
place that he felt confident would meet the shortfall.

Chairman Steen suggested that the order of the agenda be changed, pending
Commissioner Madden’s arrival. Commissioner Cuevas agreed.

REGION 1 UPDATE

Chairman Steen called upon Dan Cullers, Captain of Region 1, and Larry
Howard, Regional Compliance Supervisor of Region 1.



Captain Cullers and Mr. Howard presented the Enforcement and Compliance
action plans as of the end of December 2006 (Attachment 1). Chairman Steen
asked them what they considered to be a major challenge or focus from their
point of view in West Texas. Captain Cullers responded that it would be for staff
to continue working closely with the departments and citizens to get the message
out about how TABC can help them in the area of public safety. Mr. Howard
stated that West Texas’ large metropolitan areas are not getting smaller; however,
some of the outlying communities are losing quite a bit of their populations. The
challenge will be to determine how to best utilize technology and other resources
to ensure the same level of service is being provided throughout the region. At
the conclusion of their presentations, Administrator Steen and the Commissioners
commended Captain Cullers and Mr. Howard.

FISCAL STEWARDSHIP REPORT: WORKFORCE SUMMARY

Chairman Steen called upon Loretta Doty, Director of Human Resources. Ms.
Doty presented the TABC workforce summary, comparing it to the statewide
workforce categories based on race, gender, and different work groups
(Attachment 2).

With regard to Hispanic representation in the Official/Administrator category,
Chairman Steen expressed concern that TABC had no Hispanic representation in
that area. Ms. Doty explained that the Official/Administrator category was
comprised of 10 division director positions. She stated that the assistant division
directors had Hispanic representation; however, this would not be reflected in this
area. She stated that TABC actively recruits across the board to ensure a diverse
applicant pool and then hires the most qualified candidate. Chairman Steen
stated that he felt the agency needed to focus on this area.

APPROVAL OF INTERNAL AUDIT REPORT ON LEGAL SERVICES DIVISION
ADMINISTRATIVE CASE PROCESSING

Chairman Steen called upon Russell Gregorczyk, TABC’s contracted Internal
Auditor.

Mr. Gregorczyk explained that the audit of Legal Services’ administrative case
processing was requested after Legal Services had been reorganized, to ensure
that it was headed in the right direction. Mr. Gregorczyk reviewed the key
findings of the internal audit report (Attachment 3). Most of the recommendations
made in the audit consisted of “tweaking” and “fine-tuning” recommendations.

To get an idea on where Legal Services’ administrative case processing
operations stood since the reorganization, Commissioner Madden asked Mr.
Gregorczyk how he would rate Legal Services on a scale of 1 to 10. Mr.
Gregorczyk responded that he would have rated Legal Services’ administrative



case processing as a “5” prior to the changes; with the reorganization and new
processes in place, he would now rate it as an “8.” Chairman Steen related how
the Commission had expressed concern a year and a half ago over the alarming
rate of growth of pending administrative cases. He asked Administrator Steen to
explain the changes that occurred. Administrator Steen stated that staff
operations and the General Counsel operations were reorganized into one legal
process. In addition, additional attorney and other staff positions were added to
Legal Services. Chairman Steen noted that Mr. Gregorczyk's report was
reassuring to the Commission, as it showed that a good infrastructure was in
place. Mr. Gregorczyk stated that a follow-up on the audit recommendations
would be done in approximately six months.

Chairman Steen referenced a communication problem listed on Page 18, stating
that the communication problem should be addressed before June of 2007.
General Counsel Bright assured Chairman Steen that the communication
problem, dealing with clarity and civility, had already been addressed. He clarified
that the June 2007 implementation date was referring to the protest process.

Chairman Steen thanked Administrator Steen and General Counsel Bright for
getting on top of the administrative case processing workload.

Chairman Steen called for a motion to approve the internal audit report of
the Legal Services Division Administrative Case Processing. Commissioner
Cuevas so moved. Commissioner Madden seconded. The motion carried.

Chairman Steen asked Mr. Gregorczyk to remain after the executive session in
order to discuss the 2007 internal audit plan.

FUTURE COMMISSION MEETING DATES

Chairman Steen asked the Commissioners to work with Renee Johnston, Executive
Assistant, on any suggestions for meeting dates or meeting start times. Ms.
Johnston stated that the target meeting dates were the fourth Friday of each month.
The Commissioners agreed that 10 a.m. seemed to be a good start time for the
meetings.

Commissioner Madden moved that the next two Commission meetings be
scheduled for 10 a.m., Friday, February 23, 2007, and 10 a.m., Friday, March
23, 2007. Commissioner Cuevas seconded the motion. The motion carried.

EXPENDITURES FOR ADMINISTRATOR'’S TRAINING

Administrator Steen explained that he planned to take four courses this spring and
summer in order to be qualified to take the test to be a TCLEOSE-licensed certified
peace officer. While this certification is not required of him, Administrator Steen



noted it would be beneficial in the performance of his job. TABC procedures state
that if the coursework is directly job-related, with permission from the division
director, the agency may pay for tuition and required fees, but not books. The cost
of the coursework would be less than $1,500, and Administrator Steen requested
the Commissioners consider approving reimbursement, although he noted that it
would not place him in a financial bind should the Commissioners decide to not
approve the reimbursement of the coursework. Because of the enrollment deadline,
Administrator Steen had asked Chairman Steen—considered to be the “division
director” in this case—for approval. Chairman Steen stated that he approved
Administrator Steen because of the deadline, but requested that it be placed on the
agenda so that the Commission could formally ratify it.

Commissioner Madden moved that the Commission approve the
reimbursement of expenditures for courses to be taken by Administrator Alan
Steen in order to prepare him for peace officer certification. Commissioner
Cuevas seconded. The motion carried.

PUBLIC COMMENT

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

EXECUTIVE SESSION

Chairman Steen announced that the regular open session of the Texas
Alcoholic Beverage Commission would be recessed, the time being 11:17 a.m.
on January 26, 2007, and an executive session would be held to consult with
Legal Counsel regarding pending and anticipated litigation against the agency
and to discuss the duties, responsibilities, and evaluation of the
Administrator, pursuant to Texas Government Code, 88551.071 and 551.074.

Chairman Steen announced that the Texas Alcoholic Beverage Commission
had concluded its executive session and was in open session, the date being
January 26, 2007, and the time, 12:54 p.m. No final action, decision, or vote
was made in the executive session.

DISCUSSION OF POSSIBLE FY 2007 INTERNAL AUDIT PLAN AND
CONTRACT AMENDMENT

Chairman Steen called upon Russell Gregorczyk. Mr. Gregorczyk explained that at
the last Commission meeting, he was asked to provide information on the possibility
of adding the Executive Administration and Marketing Practices Sections to the 2007
internal audit plan (Attachment 4). He noted that both sections had not been audited
and were listed at the bottom of the high-risk list.



Mr. Gregorczyk estimated that the Executive Administration audit would require
approximately 120 hours, at an estimated cost of $10,800, and Marketing Practices
would require approximately 80 hours, for an estimated cost of $7,200. Because
there were only seven months left in the fiscal year, as well as for other reasons, Mr.
Gregorczyk requested that the Commissioners consider making budget- and hour-
neutral changes to the audit plan. He suggested that the Commissioners consider
holding the audit on Education and Prevention—which is estimated at 120 hours—
until FY 2008, and substitute Executive Administration, also estimated at 120 hours.
Then, he would schedule the audits of Education and Prevention and Marketing
Practices at the beginning of FY 2008.

Chairman Steen discussed the score of Executive Administration on the audit
universe risk analysis listed on Page 18. Because Executive Administration is
responsible for the agency’s $38 million budget, Chairman Steen thought it would be
appropriate for the annual dollars involved to be listed as 8, rather than 4. By
applying the risk factor weighting, Executive Administration would then be second on
the maximum-risk list, rather than at the bottom of the high-risk list. Mr. Gregorczyk
agreed that this would be correct. Commissioner Madden stated that she saw value
in the audit, but wanted to be sure that the audit plan remained neutral in terms of
hours and budget.

Commissioner Madden moved that the FY 2007 Internal Audit Plan be revised
to remove the audit of the Education and Prevention Division and substitute
the audit of Executive Administration in its place. Commissioner Cuevas
seconded. The motion carried.

ADJOURNMENT

Chairman Steen called for a motion to adjourn. Commissioner Cuevas so
moved, and Commissioner Madden seconded. The motion carried, and
Chairman Steen announced that the meeting was adjourned.



