
2 

                                                                                              

 
 

COMMISSION MEETING MINUTES 
April 25, 2005 

 
 
 
The Commissioners of the Texas Alcoholic Beverage Commission met in 
Regular Session on Monday, April 25, 2005, at the Texas Alcoholic Beverage 
Commission, 5806 Mesa Drive, Suite 185, Austin, Texas. 
 
 
PRESIDING: John T. Steen, Jr., Chairman 
  
PRESENT: Jose Cuevas, Jr., Commissioner 
 Gail Madden, Commissioner 
  
STAFF PRESENT: Alan Steen, Administrator 

 
 Judi Bailey, Accountant, Business Services 
 Glenda Baker, Assistant Chief of Enforcement 
 Carolyn Beck, Public Information Officer, 

Executive 
 Lou Bright, General Counsel, Executive  
 Loretta Doty, Director, Human Resources 
 Del Drake, Captain, Office of Professional 

Responsibility, Executive 
 Shelby Eskew, Accountant, Business Services 
 Jeannene Fox, Assistant Administrator, 

Executive  
 Buck Fuller, Director, Compliance  
 David Garza, Director, Homeland Security, 

Executive  
 Russell Gregorczyk, TABC Internal Auditor 
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 Amy Harrison, Director, Licensing  
 Gary Henderson, Enterprise Operations Team 

Leader, Information Resources 
 Linda Jackson, Administrative Assistant, 

Executive 
 Renee Johnston, Executive Assistant, Executive  
 Dexter Jones, Director of Marketing Practices, 

Executive 
 James “Sam” Smelser, Chief of Enforcement 
  
GUESTS PRESENT: Buck Bonner, Constable, Freestone County 
 Dewey Brackin, Attorney, Gardere Wynne Sewell 
 Rick Donley, President, Beer Alliance of Texas 
 Doug DuBois, Jr., Director of Membership and 

Education, Texas Petroleum Marketers and 
Convenience Store Association 

 Kyle Frazier, Representing National Association 
       of Beverage Importers 

 Fred Marosko, Texas Package Stores 
Association 

 Lindsay Meche, Representing Republic Beverage 
 Michael Mims, Director of Licensing, H-E-B 
 Robert Sparks, Executive Director, Licensed 

Beverage Distributors, Inc. 
 Randy Yarbrough, Wholesale Beer Distributors of 

Texas 
 
 

CALL TO ORDER 
 
Chairman John T. Steen, Jr., called the meeting of the Texas Alcoholic 
Beverage Commission (TABC) to order, welcoming all in attendance. 
 
APPROVAL OF COMMISSION MEETING MINUTES OF MARCH 28, 2005 
 
Chairman Steen called for a motion to approve the TABC Commission meeting 
minutes.  Commissioner Madden moved that the Commissioners 
approve the minutes of the March 28, 2005, meeting.  Commissioner 
Cuevas seconded the motion.  The motion carried. 
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ADMINISTRATOR’S REPORT 
 
Chairman Steen called upon Administrator Alan Steen to provide the 
Administrator’s Report.   
 
Administrator Steen reported that he and staff continue to be actively involved 
on a daily basis in legislative activities:  attending legislative committee 
meetings, testifying on bills, and meeting with legislators and legislative staff.  
He reported that the Senate version of TABC’s budget had passed out of 
conference committee last Wednesday.  Also, TABC’s Sunset bill passed out 
of the House Licensing and Administrative Procedures Committee and is 
expected to go to the House floor in the near future. 
 
Administrator Steen reported that a TABC Captains’ meeting was held in 
Abilene, for the main purpose of discussing and evaluating the regional action 
plans in preparation for FY 2006.  The regional action plans will also include 
goals for the Compliance Division.  Administrator Steen discussed the 
increased regional undercover activities, such as SIPs (Sales to Intoxicated 
Persons).  He noted a good preliminary indicator of the decrease in DWI 
arrests due to increased undercover activities in Gregg County.  On any given 
Friday in Gregg County, there had been approximately eight to ten DWI 
arrests.  The Friday over a week ago resulted in only one DWI arrest.  
Administrator Steen discussed the major sting operation in Gregg County, 
which resulted in 37 SIPs and Public Intoxication arrests from 58 targeted 
locations.  He stated that he would send the news article on the sting and 
arrests to the Commissioners.  He stated that the operation was a good 
success with minimal surprises and that staff had done much groundwork prior 
to the operation by notifying local legislators and law enforcement.  
Administrator Steen stated that TABC staff would continue to do such 
groundwork in notification of local officials prior to major undercover operations.   
 
The Texas College and University Resident Assistant “Train the Trainer” 
Annual Symposium was held in Austin.   This effort is funded by a grant from 
the Office of Juvenile Justice and Delinquency Prevention for colleges and 
universities across the state to help TABC deal with college-level drinking.   
Administrator Steen commended Enforcement staff for the successful 
symposium. 
 
Administrator Steen announced the “live” date for TABC’s technology 
transformation project had been changed to June 6.  He explained that TABC 
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will need to shut down the licensing operations for five days prior to going live.  
With the change in the start date, it will allow smoother operations as there 
will be a weekend and a holiday during those five days.   
 
Administrator Steen stated that the exit conference on the internal audit of 
TABC’s accounting system was held with Commissioner Madden and CPA 
Russell Gregorcyzk earlier that day and that Mr. Gregorcyzk would be 
providing more detailed information in his presentation. 
 
APPROVAL OF REPORT ON TABC INTERNAL AUDIT OF THE ACCOUNTING SYSTEM 
AND ACCOUNTING INTERNAL CONTROLS 
 
Chairman Steen called upon Russell Gregorcyzk to discuss the internal audit 
report of TABC’s accounting system. 
 
Mr. Gregorcyzk began his report stating that he was with the CPA firm of Jansen 
and Gregorcyzk, which has conducted internal audits for TABC for the past five 
years.  He explained that the internal audit of the accounting system and controls 
was a repeat audit that had been conducted in FY 2001.  The Texas Internal 
Auditing Act requires that an accounting system audit be conducted on a periodic 
basis. 
 
Mr. Gregorcyzk commended Charlie Kerr and his staff, noting that TABC’s 
accounting system has good controls and effective procedures in place.  He stated 
that most of the recommendations in the report were minor and would further fine-
tune the existing controls and procedures.  He proceeded to highlight some of the 
key findings and recommendations.   
 
Overall, TABC’s accounting system is good.  Mr. Gregorcyzk praised the agency for 
structuring the Uniform Statewide Accounting System (USAS) to fit TABC’s needs.  
He explained that some state agencies are not able to do so and must maintain 
two accounting systems.  Mr. Gregorcyzk also noted that TABC’s system generates 
good reports for management. 
 
Mr. Gregorcyzk discussed control issues regarding check and cash receipts.  
Recommendations for strengthening controls in this area include: 
 

- Immediate “for deposit only” endorsement of checks by mailroom staff when 
opening mail; 

- Use of a security camera in the mailroom; and 
- Logging of cash and non-M204 system checks by mailroom staff. 
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Another internal control weakness dealt with the payroll processing procedure 
requiring the signature of the Administrator or Assistant Administrator on personnel 
action forms (PAFs).   TABC management concurred that all PAFs require the 
authorizing signatures of the Administrator or Assistant Administrator and that 
Business Services will notify Human Resources when copies of PAFs received do 
not have the authorizing signatures. 
 
Commissioner Cuevas asked how much cash was received in the mailroom; Mr. 
Gregorcyzk responded that only a very small amount of cash was received.  
Chairman Steen asked if management agreed with the audit recommendations; 
Administrator Steen stated that management agreed and was moving forward with 
the recommendations.  Commissioner Cuevas noted that many companies 
provide the opportunity for board members to meet privately with the company’s 
internal auditors; he wanted to know if this was an option for the future, noting that 
there are times when an auditor would feel more comfortable in discussing a 
potential problem in private.  He was told that board members could meet alone 
with the auditors.  
 
Chairman Steen called for a motion.  Commissioner Madden moved that the 
Commission approve the internal audit report on TABC’s accounting system and 
accounting internal controls.  Commissioner Cuevas seconded the motion.  The 
motion carried. 
 
 
FISCAL STEWARDSHIP REPORT:  PROPERTY LOSSES AND SECOND QUARTER 
PERFORMANCE MEASURES 
 
Chairman Steen called upon Jeannene Fox, Assistant Administrator, to provide a 
report on property losses (Attachment 2) in behalf of Business Services Director 
Charlie Kerr. 
 
Ms. Fox explained that the agency’s property manager maintains custody of the 
agency’s property.  Each division manager is responsible for property in his/her 
respective division, and some property—such as laptop computers—are assigned 
to the individual employees.  The person responsible for the property is not 
financially liable for any loss unless the employee has been shown to be negligent.   
 
Ms. Fox described the agency’s property management process.  There are two 
inventories:  a divisional inventory and an annual physical inventory of all property by 
the property manager.  Agencies have two years to report to the Comptroller’s Office 
any property that is lost or stolen.  Therefore, losses reported in FY 2001 are 
actually losses that occurred in FY 1999.  Oftentimes, property that is initially 
identified as missing is later found.  Ms. Fox stated that the majority of agency 
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property reported as missing over the last four years is related to equipment that 
has been taken out of service and utilized for parts in other equipment.   
 
Ms. Fox reviewed the losses reported for FY 2001-2004, noting that the losses 
reported by TABC were zero or very little.  She explained that the state has a 
missing property tolerance of 2% of an agency’s assets.  If an agency loses 
property over 2% of its assets, the Comptroller’s Office can reduce the agency’s 
appropriations by half of that amount.  At this time, TABC has negligible losses of 
one-thousandth of one percent of its assets.  For 2004, TABC had zero losses.  Ms. 
Fox stated that TABC would be reporting to the Comptroller’s Office this August that 
five items are missing.  Four of those items—obsolete computers—have been fully 
depreciated and have no value.  The other item was a stolen handgun, which has 
been recovered by a law enforcement agency and which has not yet been returned 
to TABC.  
 
Chairman Steen asked who was TABC’s property manager; Ms. Fox responded 
that Rick Hewlett, who works under Charlie Kerr in Business Services at the 
Warehouse, is TABC’s property manager.  Chairman Steen asked if this was Mr. 
Hewlett’s full-time position.  Ms. Fox stated that property management is Mr. 
Hewlett’s full-time job; however, he does perform other duties.   
 
Chairman called upon Sam Smelser, Chief of Enforcement. 
 
Chief Smelser presented a report of the key performance measures for 
Enforcement that are reported to the legislature.    His report covered the first half of 
the fiscal year (Attachment 2).  The following were highlighted: 
 

- Number of inspections made.  He noted that this output measure was on 
track. 

- Percentage of licensed establishments inspected.  Enforcement inspected 
47.2% of all licensed premises, well ahead of the inspection goal (39.3%) 
for the first half of the fiscal year. 

- Average cost per inspection.  This efficiency measure is on track—as TABC 
performs more inspections, the average cost per inspection costs less. 

- Percent of administrative cases resulting in suspension or cancellation. 
- Percent of agency contacts rating.  Chief Smelser noted that Enforcement is 

doing more work yet is still increasing its level of customer satisfaction.  The 
Commissioners asked questions concerning the surveys.  Chief Smelser 
explained that the customer satisfaction surveys are provided to customers 
anytime that Enforcement staff make contact with them.  Ms. Fox added that 
the response rate for the Enforcement customer satisfaction surveys—as 
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well as for the Licensing and Compliance customer satisfaction surveys—
average less than10%.  

- Percentage of complaint investigations closed within 60 days.  Chief 
Smelser explained that the percentage dropped somewhat this year 
because of concentration on other activities (such as DWI and public safety 
issues); however, this outcome measure still remains on target. 

- Persons instructed.  This output measure on education is currently under 
target.  However, there are 40 Shattered Dreams programs that are 
scheduled before the end of the fiscal year.  

 
Administrator Steen briefly discussed that the performance measures would be 
changing for FY 2006 and that staff would be working with the Legislative Budget 
Board to make the appropriate changes according to the Sunset report 
recommendations. 
 
Buck Fuller provided a report on the Compliance Division and Ports of Entry second 
quarter performance measures (Attachment 2).  He highlighted the following: 
 

- Number of inspections, analyses and compliance activities.  Compliance is 
ahead of the projected number of activities, at 52.6% of the annual target 
attained. 

- Average cost per inspection, analyses, and compliance activities.  The 
average cost is slightly above projection for the second quarter; however, it is 
still within range. 

- Percent of agency contacts expressing satisfaction with Compliance 
functions.  Through the second quarter, Compliance has received 319 
customer satisfaction surveys.  All surveys received by TABC expressed 
satisfaction with the services of the Compliance Division. 

- Number of alcoholic beverage containers and cigarette packages stamped. 
At the end of the second quarter, 1,592,776 containers were stamped, which 
is above the projected number.  Commissioner Cuevas noted that the 
second quarter for FY 2005 was down from that of FY 2004.  Mr. Fuller 
explained that there were a number of federal advisories and warnings 
along the border this year, which has impacted on the number of containers 
and packages stamped. 

- Number of alcoholic beverage containers and cigarette packages 
confiscated. The number of containers and packages confiscated in the 
second quarter was 2,808, also down from the second quarter in FY 2004 
because of the advisories.  Chairman Steen asked what staff did with the 
confiscated containers and packages.  Mr. Fuller explained the process, 
which involves a form being filled out and provided to the person.  Whenever 
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possible, the containers and packages are destroyed while in view of the 
person.  All of the information on the forms is then entered into a database.  

 
Amy Harrison, Director of Licensing, provided a report on the Licensing Division’s 
second quarter performance measures (Attachment 2), highlighting the following: 
 

- Original applications processed.  A total of 3,735 original applications were 
processed in the second quarter; the exact same number of original 
applications was processed in the second quarter of FY 2004. 

- Percent of original license/permit applications processed within 14 days.  
Ms. Harrison noted that this is a key measure for Licensing, and staff are 
shifted as needed to ensure that this measure is met.  Licensing is at 99.2% 
for the second quarter.  Commissioner Madden asked how the application 
processing would be impacted during the transition.  Ms. Harrison stated 
that applicants will be notified of the transition ahead of time and that staff 
will put in overtime--as they are doing now during the testing phase--in order 
to ensure timely processing of the applications.  Chairman Steen asked if 
the 14 days were calendar or business days.  Ms. Harrison stated they are 
calendar days, which includes weekends and holidays. 

- Licenses/permits issued.  The number of licenses and permits issued is on 
target. 

- Average cost per license/permit processed.   The average cost per license or 
permit processed increased from the projected amount.  Ms. Harrison 
explained that the variance was due to the appropriation for agency 
homeland security activities, which was then too late in the session to 
secure Legislative Budget Board approval for changing the measure.  Also, 
the transition costs of going from M204 to LicenseEase was higher in the 
second quarter.  Ms. Fox added that the transition costs were allocated 
among the divisions. 

 
Administrator Steen commended Licensing, Enforcement, and Compliance, 
emphasizing their importance and criticality to the agency’s funding.  The 
Commissioners also commended staff for the excellent work being done, 
especially during this stressful time. 

 
OFFICE OF PROFESSIONAL RESPONSIBILITY (OPR) QUARTERLY UPDATE 
 
Chairman Steen called upon Del Drake, Captain, to provide the quarterly update on 
the Office of Professional Responsibility (Attachment 3). 
 
Captain Drake reported that OPR recorded 25 personnel complaints or incidents 
during the first quarter.  Of those, 15 were from the public, four were from TABC 
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employees, and six were anonymous.  During the same quarter last year, 24 
complaints were recorded.   
 
Captain Drake briefly reviewed the types of allegations and summarized the 
disposition of complaints, noting that 10 were unfounded and 11 were still pending.  
He reviewed the number of complaints by region, by Compliance/POE locations, 
and by Headquarters divisions.  Chairman Steen asked if complaints must be 
made on the complaint form.  Captain Drake stated that complaints must be in 
writing.  Complaints may be anonymous; however, they are first evaluated to 
determine if they contain sufficient information before they are investigated.  Even if 
they are not investigated, they are recorded into OPR’s complaint system. 
  
Captain Drake stated that his office also monitors the complaint section of TABC’s 
public website.  Through this section of the website, citizens can report Alcoholic 
Beverage Code violations of licensed locations.  During the first quarter, 195 
complaints against licensed locations were reported through the website; in 
addition, Captain Drake handled 30 questions.  The complaints are forwarded to 
the captains of the respective regions.   
 
Spring break of this year resulted in one written complaint against staff and one 
incident report.  During last year’s spring break, six written complaints against staff 
were received.   
 
Captain Drake announced that the OPR policy and form is now on the public 
website.  Chairman Steen asked what had precipitated the quarterly OPR updates.  
Administrator Steen stated that quarterly updating of personnel complaints was a 
recommendation by Sunset staff; however, TABC begun the new system prior to it 
going before the Legislature, explaining that it was just good business to do so. 
 
The Commissioners expressed appreciation to Captain Drake for his informative 
update.  
 
ADOPTION OF AMENDMENT TO 16 TEXAS ADMINISTRATIVE CODE §45.78 
GOVERNING MANDATORY INFORMATION ON MALT BEVERAGE LABELS 
 
Chairman Steen called upon Lou Bright, General Counsel, to discuss the 
proposed amendments to Rule 45.78 (Attachment 4). 
 
Mr. Bright stated that Rule 45.78 governs a part of the mandatory language that is 
on labels of malt beverages.  He requested the Commissioners’ consideration to 
adopt Rule 45.78, as it was initially published in the March 18, 2005, edition of the 
Texas Register.  He explained the two amendments being proposed for the rule: 
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1) Change paragraph (a) to allow the bottler’s principal place of business, 
rather than the actual place of bottling, to appear on the label.  He noted that 
every commenter on this amendment had voiced support. 

 
2) Add a new paragraph (d) that restates authority expressed elsewhere in the 

Alcoholic Beverage Code and rules.  The paragraph would read:  
“Notwithstanding the above, the commission may refuse an application for 
label approval if they believe there is any information, included or excluded, 
on the label that causes consumers to be confused or misled.”  Mr. Bright 
received both favorable and unfavorable comments to the amendment.  He 
stated that there was nothing new about the amendment, and it would make 
the rule clearer so that Texas regulation would conform to national 
standards. 

 
Chairman Steen asked if anyone wished to provide comment on the proposed 
amendments; no one requested to provide comment.  Chairman Steen noted that 
Bill Levine of Gambrinus had written a letter opposing the addition of paragraph (d) 
and asked Mr. Bright if he had responded to Mr. Levine’s letter.  Mr. Bright stated 
that he and Mr. Levine had not engaged in communication.  Because this was not a 
highly controversial issue, staff did not engage in meetings with others as is 
typically done on rule proposals that are highly controversial.  Rather, Mr. Bright 
sent a letter of April 20 (Attachment 4) to Mr. Levine as well as other stakeholders 
explaining the position of staff.  Mr. Bright reminded the Commissioners that the 
adoption of one, both, or none of the proposed amendments was at their 
discretion.   
 
Chairman Steen called for a motion.  Commissioner Cuevas moved that the 
Commission adopt the amendments to 16 Texas Administrative Code, §45.78, 
governing mandatory information on malt beverage labels, as originally 
published in the Texas Register.   Commissioner Madden seconded the motion.  
The motion carried. 
 
PUBLIC COMMENT 
 
Chairman Steen called upon Constable Buck Bonner of Freestone County, 
who had registered to provide public comment.  Constable Bonner stated that 
he has been impressed with TABC for several years.  He stated he had some 
recommendations concerning TABC’s structure that he wanted to share with 
the Commissioners and Administrator.  Constable Bonner stated he earlier 
provided Administrator Steen a copy of the booklet, and then handed out a 
copy of the booklet to each of the Commissioners.  Chairman Steen stated 
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that the Commissioners would review the booklets and thanked him for sharing 
his recommendations.   
 
NEXT MEETING:  MONDAY, MAY 23, 2005 
 
Chairman Steen announced that the next meeting of the Texas Alcoholic 
Beverage Commission was scheduled for May 23, 2005. 
 
ADJOURNMENT 
 
Chairman Steen called for a motion to adjourn.  Commissioner Cuevas 
moved that the Texas Alcoholic Beverage Commission meeting be 
adjourned.  Commissioner Madden seconded.  The motion carried, and 
Chairman Steen announced that the meeting was adjourned. 
 
 


