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AGENDA

REGULAR COMMISSION MEETING

10:00 a.m. — July 23, 2013

5806 Mesa Drive
Austin, Texas 78731



y TEXAS ALCOHOLIC BEVERAGE COMMISSION
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José Cuevas, Jr. Steven M. Weinberg, MD,JD  Melinda S. Fredricks

Presiding Officer-Midland Member-Colleyville Member-Conroe

Tuesday, July 23, 2013

Sherry Cook
Administrator

10:00 a.m.
Agenda

1. | Call to Order José Cuevas, Jr.

2. | Approval of Commission Meeting Minutes of José Cuevas, Jr.
May 28, 2013

3. | Commission Report: Administrator and Agency Activities, Sherry Cook
Budget Issues , Staff Achievements, Legislative Activities

4. | Approval of the FY 2014 Operating and Capital Budget Shelby Eskew

5. | Ports of Entry Staffing Update Karen Smithwick

6. | Approval to Adopt Amendment to Rule 831.5, Alcoholic Martin Wilson
Beverage Commission Charge Schedule

7. | Accept or Deny Petition for Rulemaking to Repeal Subsection Martin Wilson
(a) of Rule 850.28, General Requirements

8. | Approval to Publish Proposed Amendment to Rule 833.6, Martin Wilson
Renewal of Licenses and Permits After Expiration

9. | Approval to Publish Proposed Amendment to Rule §833.13, Martin Wilson
Process to Apply for Licenses or Permit

10. | Approval to Publish Proposed Amendment to Rule §33.23, Martin Wilson
Alcoholic Beverage License and Permit Surcharges

11. | Approval to Publish Proposed New Rule §33.27, Contract Martin Wilson
Brewing Bonds

12. | Approval to Publish Proposed Amendment to Rule 841.56, Martin Wilson
Out-of-State Winery Direct Shipper’s Permit

13. | Approval to Publish Proposed Amendment to Rule 841.71, Martin Wilson
Local Distributor’s Permittees

14. | Approval to Publish Proposed Amendment to Rule §845.105, Martin Wilson
Advertising

15. | Approval to Publish Proposed Amendment to Rule §845.120, Martin Wilson
Co-packing of Liquor

16. | Approval to Publish Proposed Amendment to Rule 845.121, Martin Wilson

Credit Restrictions and Delinquent List for Liquor




17. | Approval to Publish Proposed Amendment to Rule 845.131, Martin Wilson
Payment Regulations for Malt Beverages

18. | Approval to Publish Proposed Amendment to Rule §33.9, Martin Wilson
Service Fees for On-Line Transactions and Credit Card Fees

19. | Public Comments José Cuevas, Jr.

20. | Executive Session to Consult with Legal Counsel Regarding José Cuevas, Jr.

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

21. | Next Meeting Date: Tuesday, September 24, 2013 José Cuevas, Jr.

22. | Adjournment José Cuevas, Jr.

Note: Items may not necessarily be considered in the order they appear on the agenda. Executive session for advice
of Counsel (pursuant to 8551.071 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.
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COMMISSION MEETING MINUTES

July 23, 2013

The Commissioners of the Texas Alcoholic Beverage Commission (TABC) met in Regular
Session on Tuesday, July 23, 2013 at the Texas Alcoholic Beverage Commission, 5806
Mesa Drive, Suite 185, Austin, Texas.

COMMISSIONERS
PRESENT:

STAFF PRESENT:

José Cuevas, Jr.
Steven Weinberg, MD, JD
Melinda Fredricks

Ed Swedberg. Assistant Administrator

Joshua Alexander, District 4 Supervisor, Audit &
Investigations Division

Rachel Bayani, Agent, Houston Enforcement Regional
Office

Carolyn Beck, Director, Communications & Governmental
Relations

Sarah Bennett, Intern, Communications & Governmental
Relations

Gene Bowman, Director, Audit & Investigations Division

Mindy Carroll, Director Education & Prevention Division

Cathleen Cavazos, Lieutenant, Austin Enforcement District
Office

Darryl Darnell, Inspector, Field Operations Division

Luann Dickerson, Executive Assistant, Executive Division

Loretta Doty, Director, Human Resources Division

Shelia Doyle, Sergeant, Austin Enforcement District Office

Shelby Eskew, Director, Business Services Division




Diana Figueroa, Executive Assistant, Office of Professional

Responsibility

Tiffany Forrester, HR Specialist, Human Resources
Division

Joe Fralin, Regional Manager, Ports of Entry Division

Steve Greinert, Director, Tax & Label Approval Division

Nicolas Gutierrez, Sergeant, Special Investigation Division

Amy Harrison, Director, Licensing Division

Emily Helm, General Counsel, Legal Division

Joe lagnemmo, Web Design Administrator, Information
Resources Division

Dexter Jones, Assistant Chief, Audit & Investigations
Division

Joann Joseph, Assistant Director, Licensing Division

Richard Maness, System Support Specialist, Information
Resources Division

Vanessa Mayo, Assistant Director, Business Services
Division

Stanley Muli, Budget Analyst, Business Services Division

Harry Nanos, Captain, Austin District Office

Earl Pearson, Assistant Chief, Enforcement

Andy Pefa, Director, Office of Professional
Responsibility/Training Division

Gloria Darden Reed, Executive Assistant, Executive
Division

John Reney, Investigator, Office of Professional
Responsibility

David Reyna, Sergeant, Houston Enforcement Regional
Office

Robert Saenz, Chief, Field Operations

Sonia Salinas, Sergeant, Houston Enforcement Regional
Office

Bill Selvage, Financial Crimes Unit, Audit & Investigations

Division

Karen Smithwick, Director, Ports of Entry Division

Ron Swenson, Captain, Special Investigation Division

Todd Talley, Regional Liaison, Field Operations

Jay Webster, Director, Information Resources Division

Martin Wilson, Assistant General Counsel, Legal Division

GUESTS
PRESENT:
Suzanna Beltran
Dewey Brackin, Government Affairs, Gardere Wynne
Sewell, LLP
Lou Bright, General Counsel, Texas Wine and Grape



Growers Association

ML Calcote, Consultant, Republic National Distributing
Company

Rick Donley, President, The Beer Alliance of Texas

Doug DuBois, Texas Food and Fuel Association

Glen Garey, General Counsel Texas Restaurant
Association

Alan Gray, Executive Director, Licensed Beverage
Distributors

Shana Joyce, Budget, Planning & Policy Advisor, Office of
the Governor

Jeremy Levine, Attorney

Lance Lively, Executive Director, Texas Package Stores
Association

Jack Matrtin, Attorney, Jack Martin & Associates

Tyler Rudd, Consultant, California Wine Institute

Sandra Salinas, Edinburg Police Department

Susan Speyer, Owner, Safe Food 4U

Tom Spilman, Executive Vice President, Wholesale Beer
Distributors of Texas

Ralph Townes, Vice President Governmental Affairs,
Glazers

Don Walden, Attorney

Randy Yarbrough, Wholesale Beer Distributors of Texas

CALL TO ORDER

The meeting of the Texas Alcoholic Beverage Commission was called to order at 10:06
a.m. by Presiding Officer José Cuevas.

APPROVAL OF COMMISSION MINUTES OF MAY 28, 2013

Presiding Officer José Cuevas called for approval of the Commission meeting
minutes of May 28, 2013. Commissioner Steven Weinberg so moved to approve the
minutes as written. Commissioner Melinda Fredricks seconded the motion. The
motion carried.

COMMISSION REPORT: ADMINISTRATOR AND AGENCY ACTIVITIES, BUDGET
ISSUES, STAFF ACHIEVEMENTS, LEGISLATIVE ACTIVITIES

Presiding Officer Cuevas stated that Administrator Sherry Cook was unable to attend the
meeting due to a family illness. He added that the Commissioners thoughts and prayers
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were with Administrator Cook and her family. Presiding Officer Cuevas called upon
Assistant Administrator Ed Swedberg to present the Commission report on Administrator
and Agency Activities, Budget Issues, Staff Achievements and Legislative Activities.

Assistant Administrator Swedberg began by reporting on significant Agency activities. He
stated that in the beginning of June there were 70 vacancies and at the end of June there
are 54 vacancies, of which 42 are currently in various stages of the hiring process. He
added that the remaining vacancies are Enforcement vacancies that will either be filled with
positions in the Special Investigations Unit or carried forward for positions in FY 2014.

Commissioner Weinberg inquired when the next agent academy was scheduled. Assistant
Administrator Swedberg stated that the next agent academy is scheduled to begin in
October 2013. He added that going forward there are plans to schedule two agent
academy classes every year, one in the fall and one in the spring.

Commissioner Weinberg inquired if the current graduating class was counted as “in
process” on the vacancy report. Assistant Administrator Swedberg answered affirmatively.
He added that sixteen graduating agents were included in the filled vacancies count.
Assistant Administrator Swedberg stated that the next class would be smaller; to be more
conservative in terms of our operating budget.

Assistant  Administrator Swedberg continued his presentation with  Agency
accomplishments. He stated that the recently implemented online Personal Action Form
(PAF) process is a huge improvement and supervisors are more efficient in the PAF
handling process. He added that a new online training system, the Learning Management
System (LMS), has been implemented. He stated that this training system allows
instructors to create curriculum, helps supervisors sign their employees up, and track
credits for Texas Commission on Law Enforcement Officer Standards and Education
(TCLEOSE). He added that it is an all-encompassing tool. Assistant Administrator
Swedberg stated that the Agency will roll out two more systems, the HR Applicant Tracking
Tool and the Time and Leave Tracking System, within the next six to nine months. He
stated that the Agency had previously been concentrating its efforts on updating the
mission/customer-based systems in Licensing and Enforcement. He added that the
Agency will now be focusing on modernizing and automating its back office systems. This
enhancement will significantly improve supervisor efficiency and employee performance.

Assistant Administrator Swedberg briefed the Commissioners on the Administrator's
Conference that was held in mid-July. He stated that the main theme of the conference was
the relationship between TABC Headquarters and the TABC Field Offices. He added that
positive feedback was received from those who attended the conference. Assistant
Administrator Swedberg stated that they utilized an instant survey/feedback “texting” tool
during the conference, which sent live, real-time anonymous feedback from the
participants. He stated that the conference set the tone for a new relationship between
Headquarters and the Field Offices, in terms of understanding what our expectations are
and breaking down the communication barriers.
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Assistant Administrator Swedberg informed the Commissioners that the upcoming Agent
Academy Graduation Ceremony is scheduled for Friday, July 26, 2013. He stated that
Kaufman County Judge, Mike Chitty will be the keynote speaker for the ceremony.
Assistant Administrator Swedberg reminded the Commissioners that TABC agents
provided a personal security detail for Judge Chitty and his family this past spring.

Assistant Administrator Swedberg stated that Training Division Captain Albert Rodriguez
oversees the agent academy. He added that assisting Captain Rodriguez with day-to-day
academy operations is Sergeant Philip Gardiner. Assistant Administrator Swedberg stated
that the Agency has raised the bar on the professionalism of the program.

Assistant Administrator Swedberg stated that the Agency received notification from the
Office of Juvenile Justice and Delinquency Prevention (OJJDP) that TABC's mobile
complaint application had been chosen as a success story. He commented that the OJJDP
IS encouraging other states to implement similar applications. Commissioner Fredricks
inquired if there has been any feedback on how the mobile app is being used. Director
Mindy Carroll responded that complaints are being received through the mobile application.

Assistant Administrator Swedberg’s next topic of his presentation was Agency Performance
Measures. He stated that FY 2012 was a record year for product label applications with
over 20 thousand applications received, a total that far exceeded the volume seen in
previous fiscal years. He stated that the FY 2013 volume of product label applications
received and processed remained close to the FY 2012 levels. He commented that only the
category of malt beverage label applications have exceeded FY 2012 levels.

Assistant Administrator Swedberg stated that due to a steady rate of over 20,000 new label
applications, the Agency is reviewing options to automate the process. He stated that
currently the Agency uses a manual method to process applications.

Commissioner Fredricks inquired if the applications were only new applications. Assistant
Administrator Swedberg responded that the applications being received include new labels
and revisions to current labels. He added that any change to a label requires the
submission of a new label approval application. Commissioner Weinberg quizzed Assistant
Administrator Swedberg on the influx of applications on our lab. Assistant Administrator
Swedberg responded that the only analysis performed locally, is on malt beverage
products. He stated that the Agency accepts the Federal label approval for wine and
distilled products. Tax and Label Approval Director Steve Greinert commented that the lab
also tests all products seized by TABC Agents.

Assistant Administrator Swedberg will research the possibility of grant funding to
support the label approval automation system and report information to
Commissioner Weinberg.

Assistant Administrator Swedberg briefed the Commissioners on the manufacturing tier of
the industry. He stated that over the past five years the manufacturing tier has experienced



tremendous growth. He added that the number of Texas wineries has increased by almost
60 percent since June of 2009 and make up over half of the state’s total number of
manufacturers. Assistant Administrator Swedberg stated the in-state breweries have also
experienced significant growth. Assistant Administrator Swedberg stated the rate of growth
for Texas distilleries has been even higher growing from just two in June 2004 to 46 by
June 2013. He stated that now brewpubs are able to distribute, and their totals will be
counted in these numbers going forward. Assistant Administrator Swedberg stated that
Texas brewpubs have grown in numbers as well, but not at the rate experienced by
wineries, distilleries, and regular breweries.

Assistant Administrator Swedberg stated that cancellations had been trending downward in
recent fiscal years. He stated that the current fiscal year-to-date is higher in cancellations
than previous years for the same time period. He added that if the trend continues, we
expect to see about 237 cancellations by the end of the fiscal year as compared to the 172
cancellations we saw last fiscal year.

Assistant Administrator Swedberg continued his presentation with an Inspections briefing.
He stated that we have earned a “Gold Star,” as the Agency is seeing a sizeable increase
in the number of field inspections. He stated that the Agency is working to balance reaching
our LBB performance numbers while having an impact at our at-risk locations. He added
that these at-risk locations are traditionally engaged in activities that are public safety
problems. Assistant Administrator Swedberg stated that there are averaging four
inspections per year at our priority locations, but hope to increase that number to ten to
twelve annually He stated that being at priority locations providing a presence, and
correcting behaviors is the best way to catch these bad actors and get them out of
business. Commissioner Weinberg asked Assistant Administrator Swedberg how we were
able to raise our inspection numbers from 3000 to 10,000 over a period of 6 months after
being behind for such a long period of time. Assistant Administrator Swedberg responded
that the increase in inspection numbers is partially due to leadership focus. Assistant
Administrator Swedberg stated that the FY2014 LBB performance measures, for total
number of enforcement inspections, decreases to just over 75,000. He stated that this
number is well within our range to accomplish on an annual basis. He stated that the
undercover operations are six times more effective in terms of identifying violations
compared to open inspections.

Assistant Administrator Swedberg continued his presentation with trends in licenses and
permits. He stated that original applications have been steadily decreasing over the last five
years. He attributed that to economic challenges, fewer small business start-ups, and
consolidation of businesses. He stated that temporary licenses numbers have increased
and have not been affected by the economy down-turn. He added that the two-year
renewal schedule has continued to show fewer renewals during odd years and higher
numbers of renewals in even years. Commissioner Weinberg commented that if you
compare the license renewals to the volume of alcohol sold, the volume is going up every
year, and the licenses are going down. He added that it indicates the industry is doing well.



Assistant Administrator Swedberg briefed the Commissioners on local option elections. He
stated during FY 2013, 73 local option elections were held in 57 Jurisdictions. He added
that while at least one election was held in each of the Agency’s five districts, more than 63
percent of the elections took place in jurisdictions located within the Agency’s Arlington
District. He added that the Lubbock District, which encompasses the Texas Panhandle and
most of West Texas, had the next largest number of local option elections. Assistant
Administrator Swedberg stated that currently less than one-half of one percent of Texans
live in a dry area.

Assistant Administrator Swedberg will research Texas counties that are holding
local option elections in November and report information to Presiding Officer
Cuevas.

Assistant Administrator Swedberg recognized recent key staffing actions. He introduced
several of those personnel who were present at the meeting.

New Hires:

e William Selvage, Financial Crimes Unit Team Lead,
Audit and Investigations Division, San Marcos Area Office

e Brenda Meyers, Regional Audit Supervisor,
Audit and Investigations, Division, San Antonio Regional Office

e Stanley Muli, Budget Analyst,
Business Services Division

e Matthew Cherry, Open Records Custodian,
Legal Services Division

Promotions:

e Ron Swenson, Captain, Special Investigations Unit,
Audit and Investigations Division

e Marvin Montero, Lieutenant, Special Response Team,
Enforcement Division

¢ Randy Chatham, Lieutenant, Enforcement Division,
Houston Regional Office

e John Graham, Lieutenant, Enforcement Division,
Arlington Regional Office

e Nick Gutierrez, Sergeant, Special Investigations Division,
Audit and Investigations Division, San Antonio Regional Office
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e Charlotte Knox, Sergeant, Enforcement Division,
Amarillo Area Office

¢ Oliver Johnson, Sergeant, Enforcement Division,
Austin District Office

e John Sehon, Sergeant, Enforcement Division,
Waco Office

e William Allen, Sergeant, Enforcement Division,
San Antonio Regional Office

e Domingo Lugo, Purchaser V,
Business Services Division

e Tiffany Forister, HR Specialist IV,
Human Resources Division
Chairman Cuevas welcomed the newest members to the TABC family and congratulated
the recent promotion recipients.
Assistant Administrator Ed Swedberg’s report is supported by a PowerPoint presentation.

(Attachment 1)

APPROVAL OF THE FY 2014 OPERATING AND CAPITAL BUDGET

Presiding Officer Cuevas called upon Business Services Director Shelby Eskew to present
the next agenda item, Approval of the FY 2014 Operating and Capital Budget. Director
Eskew began her presentation by briefing the Commissioners on the significant changes
between the FY2013 and FY2014 budgets. She stated that the Legislative Budget Board
(LLB) recommended a base budget for the Agency at the beginning of the session of $40.5
million dollars. She stated that during the Legislative Session the Agency requested
approximately $12 million dollars for the biennium, in exceptional items. She commented
that the Agency received approximately $6 million dollars of this request and received
additional funding for the 30 Full Time Equivalent employees (FTES), public safety
equipment, vehicles, radios and software maintenance costs.

Director Eskew stated that the requested funding received for the Ports of Entry regulation,
included 15 additional FTEs for the Seaport and Fabens bridge, as well as the funding for
the lease at the Progreso Port of Entry. She stated that the Agency received funding to
replace the hand-held devices used by the Ports of Entry Tax Compliance Officers (TCOs)
to print personal importation labels.
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Director Eskew stated that in Article V the Agency was appropriated just over $44 million
dollars. She stated that the Data Center Consolidation contract was renegotiated last
summer. She added that as a result of these contract changes, there was an increased
cost to the Agency. Director Eskew stated that the Legislature approved salary increases
for state employees. She added that the Agency received a direct appropriation for the
Schedule C employee salary increase for the biennium

Director Eskew informed the Commissioners that there will be a transfer to the Texas
Department of Agriculture. She stated that there was also a last minute budget amendment
to Senate Bill 1. Director Eskew stated that the agency’'s FY2014 budget stands at
approximately $45.8 million. Commissioner Weinberg inquired about the amendment to
Senate Bill 1. Director Eskew responded that the appropriations transfer of is based on a
section of the Alcoholic Beverage Code regarding wine excise taxes She added that it was
an adjustment to reduce our appropriations by $100,000 dollars for the biennium. She
added that it was taken out of Article V and re-appropriated to Article 1l for education.
Commissioner Weinberg inquired as to what it would be used for. Director Eskew
responded that it has been appropriated to Grayson College to support a wine curriculum.
Commissioner Weinberg quizzed Director Eskew if $50,000 would fund a law enforcement
officer in our Agency. Director Eskew responded that over the biennium, the $100,000
would fund one law enforcement officer on our Agency at $50,000 each year.

Commissioner Weinberg inquired as to which State Representative filed the
amendment to SB 1 specifically for use by Grayson College. Commissioner
Weinberg stated that he would like the Representative’s name to be brought back to
the next Commission meeting.

The next part of Director Eskew’s presentation provided an overview of the $48.5 million
dollar budget by expenditure category. She stated the bulk of the expenditures are related
to salary costs and building leases. She added the operational cost exceptional item
shortfalls include the one percent insurance contribution cost that was passed onto the
agency last Legislative Session, rental increases and fuel costs. Director Eskew stated that
in addition to that unfunded costs, the Legislature also passed onto the agencies a half-
percent retirement contribution expenditure based on actual expenditures for salary. She
added that this is an estimated $163,000 cost to the Agency.

Director Eskew stated that a percentage cut across the Agency has been done in the areas
of maintenance and repairs of vehicles, employee training, travel and consumables and
furnishings and equipment. She stated that this percentage cut across the Agency for those
categories resulted in a little over $350,000 savings to offset the shortfall. She added that
the remaining $600,000 would need to be recognized through salary savings. She added
that the Agency will need to maintain some vacancies to cover unfunded operational cost
exceptional items. Assistant Administrator Swedberg interjected that Director Eskew has
already set the operating budgets for each division. He added that the Agency will be
conservative going into the new fiscal year.

11



Director Eskew continued her presentation by briefing the Commissioners on specific line
items of her report.

Director Eskew stated that, for the biennium, our direct appropriated general revenue is
$92.9 million. She added that the indirect cost which includes costs for insurance,
retirement and other indirect activities, for the state is $24.6 million. She added that we will
need $117.7 million in fees, fines and surcharges throughout the biennium.

Director Eskew stated that the implementation of the two year renewal schedule is still
showing a significant impact by producing more revenue on even years compared to odd
years. She added that these revenues add up to $133.2 million, leaving approximately
$15.5 million in general revenue that the Agency is contributing to the State in fees, fines
and surcharges over and above the TABC operating budget.

Presiding Officer Cuevas asked what issues came forward during the Legislature Session
that impacted employees. Director Eskew responded that the one percent insurance
contribution, that was outlined last session and the one-half percent retirement contribution
that has been given to the agency this session. She added that instead of passing the cost
onto the employee, or reducing the benefit, they passed that cost on to all state agencies.
Commissioner Weinberg inquired about the Administrator’s salary increase. Director Eskew
stated the Administrator’s salary increased from $122,500 to $135,000 annually based on a
State Auditor recommendation. Commissioner Weinberg commented that as a
Commission, it should be noted that a larger salary increase was requested for the
Administrator

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

Presiding Officer Cuevas called for a motion on the agenda item. Commissioner
Weinberg moved for the approval of the Texas Alcoholic Beverage Commission’s FY
2014 Operating and Capital Budget as presented, which includes the salary increase
for the Administrator as detailed in the General Appropriations Act; and we further
authorize the Administrator or her designee, to make transfers between
appropriation line items and capital budget items in accordance with the General
Appropriations Act as are appropriate and necessary to implement the budget.
Commissioner Fredricks seconded the motion and the motion passes.

PORTS OF ENTRY STAFFING UPDATE

Presiding Officer Cuevas called for a motion to withdraw the agenda item five, Ports
of Entry Staffing Update and have it presented at a future Commission meeting.
Commission Weinberg moved to approve the withdrawal of this agenda item.
Commissioner Fredricks seconded the motion and the motion passes.
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Presiding Officer Cuevas called upon Assistant General Counsel Martin Wilson for the
presentation of the next agenda item.

REQUEST FOR APPROVAL TO ADOPT AMENDMENT TO RULE 8§31.5, ALCOHOLIC
BEVERAGE COMMISSION CHARGE SCHEDULE

Assistant General Counsel Martin Wilson presented his first agenda item, Adoption of
Amendment to Rule 831.5, Alcoholic Beverage Commission Charge Schedule. He stated
that there were no public comments received on this rule. Assistant General Counsel
Wilson asked that the rule amendment be approved as presented.

Presiding Officer called for a motion on the agenda item. Commissioner Weinberg
moved to approve adoption of the amendment to Rule 831.5, Alcoholic Beverage
Commission Charge Schedule. Commissioner Fredricks seconded the motion and
the motion passes.

ACCEPT OR DENY PETITION FOR RULEMAKING TO REPEAL SUBSECTION (a) OF
RULE 850.28, GENERAL REQUIREMENTS

Assistant General Counsel Martin Wilson presented the petition for rulemaking to repeal
subsection (a) of Rule 850.28, General Requirements. Assistant General Counsel Wilson
explained that this subsection of the Administrative Rules requires an applicant for a seller
server certificate must be a United States citizen or be legally authorized to work in the
United States at the time of application. Assistant General Counsel Wilson stated that the
basis for the petition expressed that TABC's concern should not be whether or not a
person is legally or illegally in the state, but should be focused on preventing the sale of
alcohol to minors as well as preventing the over service of alcohol.

Assistant General Counsel Wilson stated that upon review of this rule, it was determined
that removing subsection (a) would not be feasible as it would also affect subsections (b)
and (c) of the same rule. He added that these other two subsections, refer back to
subsection (a) and contain the citizenship documentation that is used for the purpose, in
our system, of verifying whether or not a student has received a seller server certificate.
Assistant General Counsel Wilson stated that the types of documentation used for this
purpose are social security numbers and/or work visa numbers.

Assistant General Counsel Wilson stated that by granting the petition the rulemaking
process would begin and the rule would be published. He added there were three options
if the Commissioners decide to deny the petition:

1) Deny the petition and instruct staff to report back at a later meeting as to
what changes would be necessary in our current systems to implement the
policy goal of eliminating Rule 850.28 (a).

2) Deny the petition on the basis that you do not agree with position.
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3) Deny the petition and request an opinion from the Attorney General’s
Office.

Assistant General Counsel Wilson stated that the recommendation to the Commission is to
deny the petition and request an opinion from the Attorney General’s Office.

Assistant General Counsel Wilson advised the Commissioners that the petitioner was
present and would like to address the Commission.

Presiding Officer Cuevas opened the floor for public comments on the agenda item
entitled, Accept or Deny Petition for Rulemaking to Repeal Subsection (a) of Rule
850.28, General Requirements.

Ms. Susan Speyer, owner of the Safe Food 4 U, a TABC accredited Seller/Server Training
School, located at 5901 Rutledge Lane, Austin, Texas came forward to address the
Commission.

Petitioner Susan Speyer stated that she has petitioned the Commission to repeal this seller
server rule and all references that state that a person must be legally authorized to work in
the United States to receive the TABC Seller Server Certification. She added that more
than half of the inquiries for her courses lack the acceptable legal documentation to receive
the TABC Seller Server Certification. Although she stated that she can provide a letter
from her company stating the student took the course, this letter does not provide the same
merit as an actual TABC certification.

Ms Speyer stated that the Seller Server Certification school is important not only to educate
the student, but to also to motivate them to comply by informing them of the consequences
of their actions if they don't follow the course guidelines. She added that her inability to
provide them a TABC certification discourages the students from taking the course and
learning the guidelines. Ms. Speyer explained that establishments want their employees to
be TABC certified. She stated that the Safe Harbor Rule encourages establishments to
send their employees for training.

Ms. Speyer stated that she teaches two other state licensed courses for food managers
and food handlers. She added that both of these courses receive state certifications,
without requiring a social security number. She stated that a government issued ID is an
acceptable form of identification to receive certification for these courses. She added that
this sets a precedent. She added another alternative to a social security number would be
an IRS I-10 number.

Commissioner Weinberg stated he does not agree with this section of the rule and will not
vote for it today. He added that it is the Agency’s responsibility to train and educate people.
General Counsel Emily Helm clarified the rule does not prevent the students, from taking
the course, but only from receiving a TABC certification. Commissioner Weinberg stated
that if an establishment cannot receive Safe Harbor status, because all of their employees
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do not meet the criteria to receive a TABC certification, it encourages employers not to
send their employees for training. Commissioner Fredricks commented that we are here to
represent the State of Texas and uphold its rules. She added that the Agency will not be
doing this if we provide a state issued certification to a non-citizen or someone that is not
legally working in the state.

Education & Prevention Director Mindy Carroll stated that by requiring a social security
number for identification, it ensures that the Agency can verify that the employee attended
the class. Assistant General Counsel Wilson stated that another identifier could be an 1-10
number. He added that not all employees are issued this number.

Commissioner Fredricks instructed staff to conduct a feasibility study on the use of
the Internal Revenue Service taxpayer identification number as an additional
identifier for TABC Seller/Server Certification.

Commissioner Fredricks called for a motion to deny the petition for rulemaking to
repeal Subsection (a) of Rule 850.28, General Requirements. Presiding Officer
Cuevas seconded the motion. The motion was made and seconded. The motion
passes on atwo to one vote. Commissioner Weinberg voted against the motion.

At the request of Assistant General Counsel Martin Wilson, Presiding Officer Cuevas
combined agenda items 8 —11 and item 18.

Assistant General Counsel Wilson began his presentation by stating that the remainder of
the rules he would be presenting today are for approval to publish in the Texas Register.
He added that a public hearing has been set to receive oral comments on these rules. The
public hearing is scheduled for Wednesday, August 28, 2013 at 1:30 p.m. in the
Commission Meeting Room on the first floor of the Texas Alcoholic Beverage Commission
Headquarters, 5806 Mesa Drive, Austin, Texas.

APPROVAL TO PUBLISH PROPOSED AMENDMENT TO RULE 8§33.6, RENEWAL OF
LICENSES AND PERMITS AFTER EXPIRATION

Assistant General Counsel Wilson continued his presentation with an overview of each
rule. He stated that the amendment to Rule 833.6, Renewal of licenses and Permits After
Expiration, relates directly to Senate Bill 1035, which streamlines the licensing process by
treating licensing applications in the same manner as we currently treat permit applications.
Permit applications currently come directly to the Commission while licensing applications
must first go through the applicants’ county. This rule would also remove the provision that
states that any late fee associated with a renewal would now go straight to the Commission
instead of to the county.

APPROVAL TO PUBLISH PROPOSED AMENDMENT TO RULE 8§33.13, PROCESS TO
APPLY FOR LICENSE OR PERMIT
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Assistant General Counsel Wilson stated that amendment to Rule 833.13, Process to apply
for License or Permit, also relates to SB 1035. He added that historically, counties would
keep 5% of license fees collected. Assistant General Counsel Wilson stated that now that
license applications will not be going through the county, TABC will collect these fees and
distribute them back to the counties. This rule also defines that license applicants will now
be responsible for placing application notification in the newspaper. Permit applicants are
already responsible for the publication of their application public notification.

APPROVAL TO PUBLISH PROPOSED AMENDMENT TO RULE 833.23, ALCOHOLIC
BEVERAGE LICENSE AND PERMIT SURCHARGES

Assistant General Counsel Wilson stated that three new license/permit types were created
during the last Legislative Session.

e Brewer Self Distribution Permit
e Distiller's Agent Permit
e Manufacturer Self Distribution License

Assistant General Counsel Wilson stated that the Alcoholic Beverage Code requires that a
surcharge be connected to every license and permit type. The amendment to Rule 833.23,
Alcoholic Beverage License and Permit Surcharges, adds the new license and permit types
to the surcharge chart and sets the surcharge amounts associated with these new
permits/license types.

APPROVAL TO PUBLISH PROPOSED NEW RULE 833.27, CONTRACT BREWING
BONDS

Assistant General Counsel Wilson stated his next agenda item, amendment to Rule
833.27, Contract Brewing Bonds addresses revisions made by the Legislature during the
last session. He stated that the Legislature decided that it is appropriate to require bonds
and gives the Commission authority to set bonds for people who do not have a fee-
ownership in a brewing or manufacturing facility and are engaged in that activity. He added
that this bond must be maintained for the entire time a person is engaged in these activities
without fee-ownership interest.

APPROVAL TO PUBLISH PROPOSED AMENDMENT TO RULE 833.9, SERVICE FEES
FOR ON-LINE TRANSACTIONS AND CREDIT CARD FEES

Assistant General Counsel Wilson stated that the last agenda item in this group is an
amendment to Rule 833.9, Service Fees for On-Line Transactions and Credit Card Fees.
He stated that the amendment makes adjustments to fees associated with making a
payment by electronic check. Assistant General Counsel Wilson stated that the Agency is
now using the Texas.gov website as a portal for the payment process. He added that these
fees are a requirement from Texas.gov.
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Presiding Officer Cuevas called for a motion on agenda items 8-11 and item 18.
Commissioner Weinberg moved to approve publication in the Texas Register, items
8 through 11 and 18, for a 30-day comment period. Commissioner Fredricks
seconded the motion and the motion passes.

At the request of Assistant General Counsel Martin Wilson, Presiding Officer Cuevas
combined agenda items 12 and 13.

APPROVAL TO PUBLISH PROPOSED AMENDMENT TO RULE 841.56, OUT-OF-
STATE WINERY DIRECT SHIPPER'S PERMIT

Assistant General Counsel Wilson stated that amendment to Rule 841.56, Out-of-State
Winery Direct Shipper's Permit addresses changes to reporting requirements. He stated
that currently a person holding this permit is required to file quarterly reports to the Agency.
Assistant General Counsel Wilson stated that the amendment would allow those permittees
who produce less than 4,000 gallons per year to file an annual report to the Agency. He
added that this change in the reporting requirements would benefit both the permittee and
the Agency by streamlining the reporting process.

APPROVAL TO PUBLISH PROPOSED AMENDMENT TO RULE 841.71, LOCAL
DISTRIBUTOR'S PERMITTEES

Assistant General Counsel Wilson stated that amendment to Rule 841.71, Local
Distributor's Permittees, relates back to House Bill 2460, in that a Mixed Beverage
Permittee or Private Club Permittee may not possess identification stamps unless affixed to
a bottle. He added that this amendment imposes additional requirements to provide for a
more accurate tracking, recording and accounting of identification stamps.

Presiding Officer Cuevas called for a motion on agenda items 12 and 13.
Commissioner Weinberg moved to approve publication in the Texas Register, items
12 and 13, for a 30-day comment period. Commissioner Fredricks seconded the
motion and the motion passes.

At the request of Assistant General Counsel Martin Wilson, Presiding Officer Cuevas
combined agenda items 14-17.

APPROVAL TO PUBLISH PROPOSED AMENDMENT TO RULE 845.105,
ADVERTISING

Assistant General Counsel Wilson stated that amendment to Rule 845.105, Advertising is a
result of House Bill 1917 which now allows advertising of alcoholic beverages, unless
prohibited by local ordinance, on the outside of public transportation passenger vehicles or

17



vehicles for hire. He added that this amendment deletes the subsection of this rule that did
not allow this type of advertising and conforms to Legislation.

APPROVAL TO PUBLISH PROPOSED AMENDMENT TO RULE 845.120, CO-
PACKAGING OF LIQUOR

Assistant General Counsel Wilson stated that amendment to Rule 845.120, Co-packaging
of Liquor relates to Section 20 of House Bill 1090. He added that this amendment to our
existing co-packing rule conforms to Legislation by adding a section allowing manufacturers
and brewers to package promotional items as other suppliers are currently allowed to do.

APPROVAL TO PUBLISH PROPOSED AMENDMENT TO RULE 845.121, CREDIT
RESTRICTIONS AND DELINQUENT LIST FOR LIQUOR

Assistant General Counsel Wilson stated that amendment to Rule 845.121, Credit
Restrictions and Delinquent List for Liquor revises the date on which a payment becomes
delinquent. He stated that the current rule identifies a payment as delinquent if a payment
is not mailed by the fourth day after the due date. Assistant General Counsel Wilson stated
that this amendment embodies a substantial change to the rule to comply with new
legislation. He added that the new rule would identify payments as delinquent if not
received by the fourth business day after the due date. He added that also in subsection
six of this rule a revision was made to the definition of retailer in that industrial permittees
are now allowed to purchase liquor in bulk from a wholesaler's permit and they will fall into
the credit law.

APPROVAL TO PUBLISH PROPOSED AMENDMENT TO RULE 845.131, PAYMENT
REGULATIONSFOR MALT BEVERAGES

Assistant General Counsel Wilson stated that amendment to Rule 845.131, Payment
Regulations for Malt Beverages relates to the newly created Manufacturer's Self
Distribution License, which according to code, are required to fall under cash law
requirements. He added that Brewpub License holders also fall under cash law
requirements when selling malt beverages to a Mixed Beverage Permittee.

Presiding Officer Cuevas called for a motion on agenda items 14 through 17.
Commissioner Weinberg moved to approve publication in the Texas Register of
items 14 through 17, for a 30-day comment period. Commissioner Fredricks
seconded the motion and the motion passes.

Presiding Officer Cuevas stated that he appreciates all the work that Assistant General

Counsel Wilson does for the Agency. He added that he also commends him for his
attention to detail in the sometimes difficult and complicated process of rule making.
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PUBLIC COMMENTS

Presiding Officer Cuevas opened the floor for additional comments before the
Commission. No one came forward to address the Commission.

Assistant Administrator Swedberg requested to revisit agenda item 3, Commission
Report: Staff Achievements. Presiding Officer Cuevas called for a motion.
Commissioner Weinberg moved that they revisit agenda item 3 on the agenda.
Commissioner Fredricks seconded the motion and the motion passes.

Assistant Administrator Swedberg recognized Sergeant Sonia Salinas of the TABC
Houston Regional office and congratulated her on her 20-year career with the Agency and
presented her with a certificate.

Assistant Administrator Ed Swedberg, Commissioner Steven Weinberg, Sergeant Sonia Salinas, Sergeant Sondra
Salinas, Presiding Officer José Cuevas, Commissioner Melinda Fredricks, and Assistant Chief Earl Pearson

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
ADMINISTRATOR AND/OR AUDITOR (GOVT. CODE 8§8551.071, §8551.074, §2102.006(A)
AND 8§2102.007(A)(1), TEXAS ALCOHOLIC BEVERAGE CODE 85.11)
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Presiding Officer Cuevas announced that the regular open session of the Texas
Alcoholic Beverage Commission will be recessed at this time 12:11 p.m., July 23,
2013 and an Executive session will 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, Sections 551.071 and 551.074, 82102.007 (a)(1) Texas Alcoholic Beverage
Code 85.11.

Presiding Officer Cuevas announced that the Texas Alcoholic Commission has
concluded its Executive session and is now in open regular session. The date is
July 23, 2013 and the time is 1:07 p.m. No final action, decision or vote was made in
executive session.

NEXT MEETING DATES: Tuesday, September 24, 2013

ADJOURN

Presiding Officer José Cuevas called for a motion to adjourn. Commissioner
Weinberg made a motion. Commissioner Fredricks seconded. The motion was
made and seconded. The motion passes. Presiding Officer José Cuevas announced
that the meeting was adjourned at 1:07 p.m.
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Significant Activities

June 2013 Vacancies
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Accomplishments

The Personnel Action Form (PAF) has been automated and went
live for agency-wide use on May 28t

The Learning Management System (LMS) went live for agency-
wide use on June 17t

The Annual Administrator’s Conference was held from July 15t-
17t in San Antonio. Panels were focused on the theme of the
relationship between headquarters and the field offices.

The New Enforcement Agent Academy is in its final week.
Graduation is scheduled for Friday, July 26t". Judge Mike Chitty
will be the keynote speaker.

TABC’s mobile complaint application has been selected as an
OJIDP Success Story.
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Cancellations
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License/Permit Cancellations
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Key Staffing Actions

e New Hires

— William Selvage, Financial Crimes Unit Team Lead, Audit and
Investigations Division (San Marcos)

— Brenda Meyers, Regional Audit Supervisor, Audit and Investigations
Division (Austin)

— Stanley Muli, Budget Analyst, Business Services Division
(Headquarters)

— Matthew Cherry, Open Records Custodian, Legal Services Division
(Headquarters)

e Promotions

— Ron Swenson, Special Investigations Unit Captain, Audit and
Investigations Division (Headquarters)

— Marvin Montero, Special Response Team Lieutenant, Enforcement
Division (Headquarters)

— Randy Chatham, Lieutenant, Enforcement Division (Houston)
— John Graham, Lieutenant, Enforcement Division (Arlington)



Key Staffing Actions (Cont’d)

e Promotions

Nick Gutierrez, Special Investigations Division Sergeant, Audit and
Investigations Division (San Antonio)

Charlotte Knox, Sergeant, Enforcement Division (Amarillo)

Oliver Johnson, Sergeant, Enforcement Division (Austin)

John Sehon, Sergeant, Enforcement Division (Waco)

William Allen, Sergeant, Enforcement Division (San Antonio)

Domingo Lugo, Purchaser V, Business Services Division (Headquarters)

Tiffany Forister, Human Resources Specialist IV, Human Resources
Division (Headquarters)
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Attachment 2

FY 2014 Operating and Capital Budget



TEXAS ALCOHOLIC
BEVERAGE COMMISSION

Approv pital



FY 2014 Summary of Funding by 83" Legislature
LBB Recommended $40,483,592

Items Funded By 83rd Legislature

30 FTEs Across Strategies $1,200,000
Operational Cost Increases - Fuel 250,000
Replacement of Public Safety Equipment 1,355,443
Information Technology — Software Maintenance Costs 76,691
Ports of Entry Regulation — Sea Port and Fabens 906,319
Total, TABC Budget Funded $44,272,045

Adjustments to Appropriations

General Revenue — Data Center Consolidation $302,957
General Revenue — Schedule A & B Salary Increase 249,138
General Revenue — Schedule C Salary Increase 1,242,054
General Revenue — Transfer to Texas Dept of Agriculture (250,000)
General Revenue — Amendment to SB 1 — Grayson College (50,000)

Total, TABC Method of Finance $45,766,194



FY 2014 Operating Budget

Budget by Object of Expense

1001
1002
2001
2002
2003
2004
2005
2006
2007
2009
5000

Salaries and Wages
Other Personnel Costs
Professional Fees

Fuels and Lubricants
Consumables Supplies
Utilities

Travel

Rent — Building

Rent — Machine and Other
Other Operating Expense
Capital Expenditures

Total, TABC Budget by Object of Expense

FY 2014
$32,093,252
1,348,580
1,268,632
1,154,800
298,143
430,356
717,267
2,112,994
150,955
3,980,383
2,210,832

$45,766,194

70.12%
2.95%
2.77%
2.52%
0.65%
0.94%
1.57%
4.62%
0.33%
8.70%
4.83%

100.00%
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FY 2014 Operating and Capital Budget

Budget by Strategy
A.1.1. Enforcement
B.1.1. Licensing and Investigation
C.1.1. Compliance Monitoring
C.2.1. Ports of Entry
D.1.1. Central Administration
D.1.2. Information Resources
D.1.3. Other Support Services
Total, TABC Budget

Budget By Method of Finance
General Revenue — Regular Appropriations
General Revenue — Data Center Consolidation
General Revenue — Schedule A & B Salary Increase
General Revenue — Schedule C Salary Increase
General Revenue — Transfer to Texas Dept of Ag
Appropriated Receipts

Total, TABC Budget

FY 2014
$24,244,527
4,297,493
6,053,552
ST B B
2,151,611
2,824,520
682,358
$45,766,194

$44,217,045
302,957
249,138
1,242,054
(250,000)
5,000
$45,766,194



FY 2014 Capital Budget

TABC Capital Budget
Acquisition of Information Resource Technologies

PC Replacement/Mobile Data Computers - Leased S446,890
Hardware/Software Acquisitions 422,148
Ports of Entry Equipment Replacement 201,865
Total, Acquisition of Information Resource Technologies $1,070,903
Fleet Acquisition - Replacement 837,225
Public Safety Equipment - Replacement 1,083,512
Data Center Consolidation 898,353

Total, TABC Capital Budget $3,889,993



/

- FY 2014-15 Estimated Revenue
FY 2014 FY 2015 Total

Appropriated GR $46,011,194 $47,106,400 $92,917,594
Other Indirect Costs 12,015,564 12,619,536 24,635,100
Total Appropriations $58,026,758 $59,725,936 $117,752,694
License and Permit Fees $36,998,435 $34,391,185 $71,389,621
Surcharges 28,558,816 19,432,197 47,991,013
Fines 2,500,000 2,500,000 5,000,000
Bond Forfeitures 320,000 320,000 640,000
POE — Admin Fee 3,000,000 3,000,000 6,000,000
Licensing — Admin Fee 30,000 30,000 60,000
Seller/Server Training 640,000 640,000 1,280,000
Label Approval 430,000 430,000 860,000
Miscellaneous Revenue 20,000 20,000 40,000
Total Revenue $72,497,251 $60,763,382 $133,260,634

Biennial Surplus $15,479,940






Attachment 3

Adopted Amendment to Rule 831.5, Alcoholic
Beverage Commission Charge Schedule



831.5 Public Information Act Requests.

(@) Charges made for providing copies of public information by the Texas Alcoholic
Beverage Commission shall be assessed in accordance with the schedule of charges maintained
by the Office of the Attorney General and found at 1 TAC 8§70.1 — 70.12.

(b)  The General Counsel or the General Counsel’s designee shall be the agency's open
records coordinator. The open records coordinator is subject to the direction of the
Administrator, who is the officer for public information of the agency pursuant to Texas
Government Code §552.201.



Attachment 4

Proposed Amendment to Rule 833.6,
Renewal of Licenses and Permits After Expiration



833.6 Renewal of Licenses and Permits After Expiration.

(@  This rule relates to 86.04 of the Alcoholic Beverage Code.
(b) In addition to the requirements of the Alcoholic Beverage Code

; 8861.48 and §5.50,

— each applicant who files a license or permit renewal under the Alcoholic Beverage
Code; 886.04 and 61.48, must, prior to the close of business of the thirtieth calendar day after

-(c) Inaddition to the requirements of the Alcoholic Beverage Code; 8811.32, 11.35, and
5.50, and any pertinent rule or procedure of the commission, license and permit renewals which
are filed under the Alcoholic Beverage Code, §6.04, must also meet the following requirements:

1) mixed beverage permits, private club registration permits, private club exemption
certificate permits, subordinate permits and any license or permit renewal required to be
presented to any of this agency's offices which are filed after expiration must be presented prior
to close of business on the thirtieth calendar day after expiration and must be complete in form,
accompanied by all state fees and surcharges as well as the $100 fee required by the Alcoholic
Beverage Code; 86.04.

(@) license and permit renewals which are required to be submitted directly to the
licensing division in Austin must be postmarked no later than thirty calendar days after
expiration or received by the commission no later than thirty calendar days after expiration. The
application must be complete in form and accompanied by all state fees, surcharges, and late
fees.

(d)  Failure to submit any requested information, corrections or forms within fourteen days of
demand will constitute non-compliance with the Alcoholic Beverage Code; §6.04, and this rule,
resulting in the expiration of the license or permit due to the insufficiency of the application.

MW 7/19/2013 9:22 PM



Attachment 5

Proposed Amendment to Rule 833.13,
Process to Apply for Licenses or Permit



833.13 Process to Apply for License or Permit.

(@  This section relates to any license or permit. The purpose of this section is to clarify the
pre-qualification process in subsection (b) of this section and distinguish it from the application
process described in subsections (c) and (d) of this section.

(b) Before an application for a license or permit that is required to be certified under 811.37
or 861.37 of the Alcoholic Beverage Code may be filed with the commission, a pre-qualification
packet must be completed. A pre-qualification packet is deemed incomplete if it does not contain
all required certifications applicable to the type of license or permit sought and for the location
requested, and a response to each item requested by the commission in the packet. For purposes
of this section, a completed pre-qualification packet is one that contains:

1) all required certifications signed by the city secretary, where appropriate, and the
county clerk that the location for which the license or permit is sought is in a "wet" area for such
license or permit and is not prohibited by charter, by ordinance, or by valid order in reference to
the sale of any alcoholic beverage allowed by the license or permit;

(@) all other applicable certifications signed by the city secretary, where appropriate,
and the county clerk that are in the pre-qualification packet prescribed by the commission;

(3) the required certification by the Comptroller of Public Accounts that the person
submitting the packet holds, or has applied for and satisfies all legal requirements for, the
issuance of a sales tax permit;

4) proof of publication of notice of the application, if required by 811.39 and 61.38
of the Alcoholic Beverage Code; and

%) a response to each item requested by the commission in the packet.

(c) A person or entity may file an application with the commission by submitting all forms,
documents and information prescribed by the commission in accordance with the practices,
policies, and standards relating to the processing of applications for licenses and permits. If a
pre-qualification packet is required by subsection (b) of this section, the packet must be
completed before an application is filed. The commission shall process the application to
determine whether the application is in compliance with all provisions of the Alcoholic Beverage
Code and rules of the commission or whether there is legal reason to deny the application. If
additional documentation or information is requested and not provided within the requested
period of time, the application will be considered incomplete and withdrawn.

(d) On completion of its processing pursuant to subsection (c) of this section, the commission
shall inform the applicant that the application:

) may be filed with the county judge as mandated by 861.31 of the Alcoholic
Beverage Code;

@) has been referred to the State Office of Administrative Hearings;

3 is granted; or

4 is refused.
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(e) For purposes of §11.391 and §61.381 of the Alcoholic Beverage Code, a notice sign must
be posted for 60 days before the date the permit or license is issued.

(f) A notice sign is required for purposes of 811.391 and §61.381 of the Alcoholic Beverage
Code unless a license or permit authorizing the on-premises consumption of alcoholic beverages
has been active at the requested location any time during the 24 months immediately preceding
the filing of the application. For purposes of this subsection, an application is filed on the date a
completed application packet is received by the commission.

() For the purposes of 61.35 (e) of the Alcoholic Beverage Code, the commission will
transmit to the county tax assessor 5% of the license fee collected for each issued license in that
county. This transmission will occur the month following the issuance of the license.
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Attachment 6

Proposed Amendment to Rule §33.23,
Alcoholic Beverage License and Permit
Surcharges



833.23 Alcoholic Beverage License and Permit Surcharges.

(@)  This section relates to Alcoholic Beverage Code §5.50.
(b) A biennial surcharge on original or renewal permit, license and certificate fees is levied
against permit, license and certificate holders as follows:

Liquor Permits and Certificates

Agent’s Permit (A) $94.00
Airline Beverage Permit (AB) $327.00
Beverage Cartage Permit (PE) $151.00
Bonded Warehouse Permit (Dry Area) (JD) $136.00
Bonded Warehouse Permit (J) $136.00
Brewer’s Permit (B) $576.00
Brewer’s Self-Distribution Permit (DA) $250.00
Carrier’s Permit (C) $252.00
Caterer’s Permit (CB) $278.00
Direct Shipper's Permit (DS) $376.00
Distiller’s & Rectifier’s Permit (D) $350.00
Distiller’s Agent Permit (DK) $94.00
Food and Beverage Certificate (FB) $576.00
Forwarding Center Authority (FC) $278.00
General Class B Wholesaler’s Permit (X) $651.00
Industrial Permit (1) $261.00
Local Cartage Permit (E) $202.00
Local Cartage Transfer Permit (ET) $202.00
Local Class B Wholesaler’s Permit (LX) $651.00
Local Distributor’s Permit (LP) $452.00
Local Industrial Alcohol Manufacturer’s Permit (LI) $327.00
Manufacturer’s Agent’s Permit (T) $94.00
Manufacturer's Agent's Warehousing Permit (AW) $651.00
Market Research Packager’s Permit (MR) $127.00
Minibar Permit (MI) $350.00
Mixed Beverage Late Hours Permit (LB) $327.00
Mixed Beverage Permit (MB) $602.00
Mixed Beverage Restaurant Permit with Food and $602.00
Beverage Certificate (RM)

Non Resident Brewer’s Permit (U) $376.00
Non Resident Seller’s Permit (S) $376.00
Package Store Permit (P) $501.00
Package Store Tasting Permit (PS) $176.00
Passenger Train Beverage Permit (PT) $602.00
Private Carrier’s Permit (O) $252.00
Private Club Beer and Wine Permit (NB) $901.00
Private Club Late Hours Permit (NL) $350.00
Private Club Registration Permit (N) $901.00




Private Storage Permit (L) $202.00
Promotional Permit (PR) $376.00
Public Storage Permit (K) $202.00
Wholesaler’s Permit (W) $701.00
Wine and Beer Retailer’s Permit Excursion Boat (V) $553.00
Wine and Beer Retailer’s Permit Railway Car (YY) $553.00
Wine Bottler’s Permit (Z) $602.00
Wine Only Package Store Permit (Q) $553.00
Winery Festival Permit (GF) $278.00
Winery Permit (G) $701.00
Winery Storage Permit (GS) $202.00
Beer Licenses and Wine and Beer Permits

Agent’s Beer License (BK) $94.00
Beer Retailer’s Off Premise License (BF) $553.00
Beer Retailer’s On Premise License (BE) $553.00
Branch Distributor’s License (BC) $701.00
Brewpub License (BP) $426.00
General Distributor’s License (BB) $701.00
Importer’s Carrier’s License (BJ) $202.00
Importer’s License (BI) $278.00
Local Distributor’s License (BD) $701.00
Manufacturer’s License (BA) $651.00
Manufacturer’s Self-Distribution License (DB) $250.00
Manufacturer’s Warehouse License (MW) $553.00
Non Resident Manufacturer’s License (BS) $576.00
Retail Dealer’s On Premise Late Hours License (BL) $327.00
Storage License (SL) $202.00
Wine and Beer Retailer’s Off Premise Permit (BQ) $553.00
Wine and Beer Retailer’s Permit (BG) $553.00

(c)  Asurcharge on temporary permit and license fees is levied against permit and license
holders as follows:

Daily Temporary Mixed Beverage Permit (TB) $201.00
Daily Temporary Private Club Registration Permit (TN) $226.00
Temporary Charitable Auction Permit (CA) $201.00
Temporary License (BH) $201.00
Temporary Wine and Beer Retailers Permit (BH) and $201.00
(HP)

Temporary Special 3 Day Wine and Beer License (SB) $201.00

(d)  An organization that holds a private club exemption certificate permit under Alcoholic
Beverage Code 832.11 is exempt from the requirement to pay a surcharge.

(e) Each surcharge imposed by this section is for the term of the original or renewal permit,
license or certificate to which the surcharge applies.



(F)  The permit, license or certificate surcharge is due and payable at the same time and in the
same place and manner as the original or renewal permit, license or certificate fee to which the
surcharge applies.

(g) Failure or refusal to timely pay the permit, license, or certificate surcharge is considered
the same as failure to timely pay the original or renewal permit, license or certificate fee, and the
same penalties apply.

(n)  The fees and surcharges for a permit or license may not be prorated or refunded.



Attachment 7

Proposed New Rule 833.27,
Contract Brewing Bonds



33.27 Bonds for Alternating Brewery Proprietorships and Contract Brewing
Arrangements

(a) This section relates to Alcoholic Beverage Code 8811.71, 12.01(a)(6), 13.04(c),
61.41(d) and 62.01(a)(5).

(b) A bond in the amount of $30,000 must be posted with the commission by each applicant
for or holder of a brewer's permit or nonresident brewer's permit that:
(1) is a party to an alternating brewery proprietorship or a contract brewing
arrangement; and
(2) does not own a fee interest in a brewing facility.

(c) A bond in the amount of $30,000 must be posted with the commission by each applicant
for or holder of a manufacturer's license or nonresident manufacturer's license that:
(1) is a party to an alternating brewery proprietorship or a contract brewing
arrangement; and
(2) does not own a fee interest in a manufacturing facility.

(d) A bond required by subsection (b) or (c) must:

(1) be made payable to the state;

(2) be executed only on a form prescribed by the commission, with the permittee or
licensee as principal and a qualified surety company doing business in the state as surety;

(3) be payable in Travis County;

(4) cover the permit or license period; and

(5) state on the face of the bond that the holder of the permit or license agrees that the
amount of the bond shall be paid to the state if the permit or license is revoked.

(e) A separate bond, when required by subsection (b) or (c), must be posted with the
commission for each permit or license. The bond must be maintained until:
@ it is released or forfeited under this section; or
2 it is terminated by the surety pursuant to Alcoholic Beverage Code 811.71, if
it is a bond that is required by subsection (b).

(f) To qualify to provide bonds under this section, a surety company must be licensed by
this state and be in good standing with the State Board of Insurance, Comptroller of Public
Accounts, Secretary of State, and any other regulatory agencies with jurisdiction over its
affairs.

(g) If abond is required by subsection (b) or (c), an applicant for an original or renewal permit
or license must submit the bond at the time of its application for the permit or license. Failure to
submit the bond in proper form will result in denial of the application.

(h) A permittee or licensee who was not subject to the bond requirements of subsection (b) or
(c) at the time of application must post the required bond at the time it becomes subject to those
requirements.
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(i) Forfeiture of Bond.

(1) When a permit or license is revoked, the commission shall notify the permittee
or licensee in writing of its intent to seek forfeiture of the bond.

(2) The permittee or licensee may, within 30 days of the notice specified in
paragraph (1), request a hearing on the question of whether the criteria established by this section
for forfeiture of a bond have been satisfied. The hearing shall be conducted in accordance with
Chapter 2001 of the Government Code.

(3) Upon entry of a final order against the permittee or licensee in the
hearing described in paragraph (2), or upon waiver of hearing by the permittee or
licensee, the commission shall notify the surety company to remit to the state the full
amount of the surety required within ten days after notification.

(i) Release of Surety.
(1) A permit or license holder may request release and return of the surety required by
subsections (b) or (c) upon:

(A)  expiration of the permit or license;

(B)  voluntary cancellation of the permit or license;

(C) verification that the applicant or permit or license holder has acquired
fee interest in a brewing or manufacturing facility (as appropriate in reference to
subsections (b) and (c)); or

(D)  verification that the permit or license holder no longer is a party to an
alternating brewery proprietorship or contract brewing arrangement.

(2) The release of this surety will not be unreasonably withheld, but the surety
company is not released from its obligation until it receives written notice of the release from the
commission.

(k) The administrator may not cancel a bond until the surety company has paid and discharged
in full all of its liabilities to the state on the bond as of the date of cancellation.
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Attachment 8

Proposed Amendment to Rule 841.56,
Out-of-State Winery Direct Shipper’'s Permit



841.56 Out-Of-State Winery Direct Shipper’s Permits.

(@ This rule relates to Chapter 54 of the Alcoholic Beverage Code.

(b) Each holder of an out-of-state winery direct shipper’s permit shall make fiseal-year
guarterly reports (Direct Shipper’s Report) to the commission on forms prescribed by the
administrator.

(c)  The report shall be made and filed by the permittee with the commission at its offices in
Austin, Texas, on or before the 15th day of the month following the end of the guarterly
reporting period for which the report is made and shall show:

1) the fiseal-guarter reporting period and year for which the report is made, the
permit number and the name and address of the winery;

@) invoice date, invoice number, customer name, city, total wine gallons per invoice,
and carrier making delivery-and-freightbilb-number for each sale and delivery.

(d) Holders of out-of-state winery direct shipper’s permits must pay the excise tax on the
total gallons of wine shipped into the state, not later than the 15th day of the month following the
guarterhy reporting period the wine was shipped into the state. Remittance of the tax due on
wine, less 2.0% of the amount due when submitted within the required time, shall accompany the
guarterhy report hereinbefore provided and shall be made by check, United States money order,
or other acceptable methods of payment payable to the Texas ComptreHerof Public-Accounts
Alcoholic Beverage Commission.

(e) Aslong as an out-of-state winery direct shipper’s permit remains active, the report
required herein must be filed even though no sales or shipments have been made.

(f)  Holders of out-of-state winery direct shipper’s permits that shipped 4,000 gallons
annually or more to consumers in Texas during the previous calendar year, must file a quarterly

epor Quarterly Reportlng Perlods Septembepl—three@#me\mmbelég—geeembepl—thm*gh

3 ). I\ January 1 through
March 31 ADI’I| 1 throuqh June 30 Julv 1 throuqh September 30, and October 1 through
December 31.

(g)  Holders of out-of-state winery direct shipper’s permits that shipped less than 4,000
gallons annually to consumers in Texas during the previous calendar year, may file a yearly
report. Yearly Reporting Period: January 1 through December 31.




Attachment 9

Proposed Amendment to Rule 841.71,
Local Distributor’'s Permittees



841.71 ldentification Stamps and Local Distributor's Records Permittees.

(@) Definitions. The following words and terms, when used in this section, shall have the
following meanings, unless the context clearly indicates otherwise:
1) Identification stamp--The identification stamp mentioned in §202:41 §828.15 and
32.20 of the Alcoholic Beverage Code.
(@) Invoice--An instrument issued by the seller of alcoholic beverages to a permittee.

(3) Mutilate—To scratch, cut, tear, or abrade in a manner which inflicts obvious and

substantial damage to the stamp but does not totally remove or obliterate the stamp.

(4) Retail permittee —The holder of a mixed beverage permit, a private club

registration permit, or private club exemption certificate permit.

(b) Reeerds: The holder of a local distributor's permit 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 and shall make any such record available to a representative of the commission

upon request within a reasonable time.

(c) identificationstamps: ldentification stamps shall be affixed only by the holder of a local
distributor's permit to whom such stamps have been issued by the commission. When affixing
identification stamps, the holder of a local distributor's permit shall affix each identification
stamp near the top of the brand label of the bottle of distilled spirits in such a manner that some
portion of the identification stamp covers and is attached to some portion of the brand label, but
does not cover any information on the brand label. "Brand label” means the principal display
panel that is most likely to be displayed, presented, shown, or examined under normal and

customary conditions of display for retail sale.

(d) Transaction records.
1) Each holder of a local distributor's permit shall prepare a record making an entry
thereon on each date there occurs any of the following transactions involving identification
stamps and showing the following:

(A)  Quantity of identification stamps received.
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(B)  Quantity and serial numbers of identification stamps affixed, and also

showing the invoice date, invoice number, retailer trade name, and retailer permit number.

(C)  Quantity of identification stamps on hand after each receipt or affixing of
such stamps.

(D)  When the holder of a local distributor's permit affixes identification
stamps prior to the sale of such stamped merchandise, he shall also record the date the
merchandise is stamped showing the number of stamps used per brand and size. Stamped
merchandise shall be stored separately from all other merchandise on hand. Stamps issued from

pre-stamped stock must be listed individually per invoice line item on sales invoices prepared for

retail sales.

(E) The serial number of each stamp issued, lost, stolen, voided, destroyed, or

issued as a replacement stamp must be recorded.

@) Full title and ownership of all identification stamps shall remain vested in the
commission. Upon termination of any local distributor's permit, all un-affixed identification

stamps on hand shall be surrendered to the commission along with distribution records of stamps

issued by the local distributor permittee.

(e) ‘iaveieces: An invoice shall be issued in original and one copy in consecutive numbered

order, showing the date of the sale or distribution, the name and permit number of the seller and
the purchaser, and the purchaser’s complete address, the serial numbers of all identification

affixed to the merchandise, 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 invoices shall be kept by the seller making same. The
seller’s copy of the invoice must be signed by the purchaser.

(f) A local distributor may elect to maintain identification stamp records required by section

(d) in an electronic format using an automated stamp record system. If this election is made, the

automated system must provide the information required by section (d), and the automated

system must be inspected and have prior approval from the Commission.
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(q) The invalidation of identification stamps required by §28.09 of the Alcoholic Beverage

Code shall be done by mutilating the stamp. The marking of a stamp with ink, dye, or other

material is not authorized as a method for invalidating the stamp.

(h) No retail permittee shall possess or permit any person to possess on the permittee's

licensed premises any distilled spirits in any container bearing an identification stamp which has

been mutilated or otherwise damaged or marked to a substantial degree.

(i) No retail permittee shall possess or permit any person to possess on the permittee’s

licensed premise, any blank or serially number TABC identification stamp that is not properly

attached to a distilled spirits container that has been properly invoiced to the retail permittee by a

local distributor.

(i) All provisions of sections 28.08, 28.09, and 28.15 of the Alcoholic Beverage Code
applicable to a mixed beverage permittee shall apply to holders of private club registration

permits, and private club exemption certificate permits.
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Attachment 10

Proposed Amendment to Rule §45.105,
Advertising



845.105 Advertising.

(@ Mixed Beverage Establishments.

(1)  This subsection relates to Alcoholic Beverage Code §108.07.

@) Except as provided in this paragraph, the holder of any permit allowing the sale or
service of mixed beverages may not advertise any price for an alcoholic beverage on any sign,
billboard, marquee, or other display located on the licensed premises in such a manner that the
price may be read by persons outside of the premises. It is an exception to the restriction in this
paragraph if the holder of a food and beverage certificate places a menu on the exterior wall of
the premises so that it can be read outside of the premises only by a pedestrian in close proximity
to the menu. In order to qualify for the exception granted in this paragraph, the menu visible
outside of the premises must be of the same size and in the same sized font as the menu
presented to the establishment’s customers, and must show both food and beverage prices.

(b)  Private Clubs.

@ This subsection relates to Alcoholic Beverage Code 8832.01(b), 108.51, 108.52
and 108.56.

@) The holder of a private club registration permit or a private club exemption
certificate must, in any advertising either directly or indirectly advertising the service of
alcoholic beverages, whether or not by any specific brand name, state that the service of
alcoholic beverages is only for persons who are members of the club.

3 The holder of a private club registration permit or a private club exemption
certificate may advertise any class of alcoholic beverages in an area where the sale of that class
of alcoholic beverages is legal for on-premises consumption, provided no other provisions of the
Alcoholic Beverage Code are violated.

(c) Mobile Advertising.

1) This subsection relates to Alcoholic Beverage Code 88108.51, 108.52 and 108.54.

@) Mobile advertising on vehicles is not permitted unless it meets the definition of
an “electric sign” in Alcoholic Beverage Code 8108.51(3).

3 Mobile advertising that meets the definition of an “electric sign” in Alcoholic
Beverage Code §105.51(3) and that is funded directly or indirectly by upper-tier members may
not be parked within 200 feet of a retail location for more than one hour, in order to prevent
benefit to the retailer by drawing consumer traffic to the location.

4 Mobile advertising that meets the definition of an “electric sign” in Alcoholic
Beverage Code 8108.51(3) may not be parked, maintained in, or driven through an area or zone
where the sale of alcoholic beverages is prohibited.

(d) Internet Advertising.

1) This subsection relates to Alcoholic Beverage Code 88102.07, 102.15 and 108.07.

2 Retailers may advertise on the internet via their website or through third party
advertising, unless the advertising is funded directly or indirectly by an upper-tier member.

(3) All retailer advertising on the internet must conform with the on-premises
promotion restrictions of 845.103 of this subchapter, coupon and inducement restrictions of
845.101 of this Subchapter, and sweepstakes and giveaway restrictions of 8§45.106 of this
Subchapter.
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Attachment 11

Proposed Amendment to Rule 845.120,
Co-packaging of Liquor



845.120 Co-packaging of Liquor.

(@) This section relates to Alcoholic Beverage Code §102.07(a)(5) and 108.035.

(b)  Asused in this section:

(@D "Co-pack™ means a package:

(A)  originally bundled and supplied by a manufacturer, distiller, brewer,
rectifier, wholesaler, class B wholesaler, winery or wine bottler (or an agent, employee or servant
of such);

(B)  containing an alcoholic beverage and another item;

(C)  where the package is designed to be delivered intact to the ultimate
consumer; and

(D)  where the additional items have no value or benefit to the retailer other
than that of having the potential of attracting purchases and promoting sales.

(@) “Naked bottle” means an alcoholic beverage sold by a wholesaler that is similar in
all regards to the alcoholic beverage contained in a co-pack sold by that wholesaler, except that it
is not packaged with any other item.

(c) If any alcoholic beverage is sold to a retailer by—a—wholesaler as a "co-pack”, the ne
retailer may not separate the other packaged item and sell it by any ether means other than the
way it was originally packaged when received.

(d) In order to demonstrate that a non-alcoholic beverage item in a co-pack has no unlawful
value or benefit to the retailer, a retailer must price and sell a co-pack at a cost/price differential
not to exceed the cost/price differential at which the retailer prices and sells a naked bottle
received from the same wholesaler.

(e) Nothing in this section shall preclude a supplier from differentiating in the price of a
naked bottle and co-pack during the packaging phase of a co-pack by adding cost to the co-pack
and increasing the baseline price of the co-pack effered-to-whelesalers.

(F) A retailer may not be forced, induced or persuaded to purchase a prescribed number of
co-packs in order to purchase naked bottles, nor may a retailer be forced, induced or persuaded to
purchase a prescribed number of naked bottles in order to purchase co-packs.
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Attachment 12

Proposed Amendment to Rule 845.121, Credit
Restrictions and Delinquent List for Liquor



845.121 Credit Restrictions and Delinquent List for Liquor.

(@)  Purpose. This section implements §§102.32, 11.61(b)(2), and 11.66, and 109.64 of the
Texas Alcoholic Beverage Code (Code).

(b)  Definitions. For purposes of this section, the following terms have the definitions given
in this subsection.

1) Alcoholic beverage--As used in this section includes only liquor, as that term is
defined in §1.04 of the Code.

@) Cash equivalent--A financial transaction or instrument that is not conditioned on
the availability of funds upon presentment, including, money order, cashier's check, certified
check or completed electronic funds transfer.

(3) Delinquent payment--A financial transaction or instrument that fails to provide
payment in full or is returned to the Seller as unpaid for any reason; on or before the fourth
business day after the date that payment is due His+required-te-be-paid-by under §102.32(c) of
the Code. A delinquent payment also occurs in the event the retailer fails to submit payment on
or before the fourth business day after the date that payment is due under 8102.32(c) of the Code.

4 Event--A financial transaction or instrument that fails to provide payment to a
Retailer and results in a Retailer making one or more delinquent payments to one or more
Sellers.

(5) Incident--A single delinquent payment. Failure to submit payment also

constitutes an incident

(6) Retailer--A package store permittee, wine only package store permittee, private
club permittee, private club exemption certificate permittee, mixed beverage permittee, or other
retailer, and their agents, servants and employees. For purposes of this section, the holder of a
winery permit issued under Chapter 16 of the Code is a retailer when the winery permit holder
purchases wine from the holder of a wholesaler's permit issued under Chapter 19 of the Code for
resale to ultimate consumers in unbroken packages. For purposes of this section and pursuant to
Code §109.64, the holder of an industrial permit under Chapter 38 of the Code is treated in the
same manner as a retailer when the industrial permit holder makes a bulk purchase of liquor from
the holder of a wholesaler’s permit issued under Chapter 19 of the Code.

(7) Seller--A wholesaler, class B wholesaler, winery, wine bottler, or local distributor
permittee, and their agents, servants and employees.

(c) Invoices. A delivery of alcoholic beverages by a Seller, to a Retailer, must be
accompanied by an invoice of sale showing the name and permit number of the Seller and the
Retailer, a full description of the alcoholic beverages, the price and terms of sale, and the place
and date of delivery.

1) The Seller's copy of the invoice must be signed by the Retailer to verify receipt of
alcoholic beverages and accuracy of invoice.

@) The Seller and Retailer must retain invoices in compliance with the requirements
of §206.01 of the Code.

3 Invoices may be created, signed and retained in an electronic or internet based
inventory system, and may be retained on or off the licensed premise.

(d) Delinquent Payment Violation. A Retailer who makes a delinquent payment to a Seller
for the delivery of alcoholic beverages violates this section unless an exception applies.

(1) A Retailer who violates this section must pay a delinquent amount, and a Seller
may accept payment, only in cash or cash equivalent financial transaction or instrument.

MW 7/21/2013 6:32 PM



@) A Retailer whose permit or license expires or is cancelled for cause, voluntarily
cancelled, suspended or placed in suspension while on the delinquent list will be disqualified
from applying for or being issued an original or renewal permit or license until all delinquent
payments are satisfied. For purposes of this section, the Retailer includes all persons who were
owners, officers, directors and shareholders of the Retailer at the time the delinquency occurred.

(e) Reporting Violation and Payment; Failure to Report.

1) A report of a violation or payment must be submitted electronically to the
commission on the commission's web based reporting system at www.tabc.state.tx.us.

2 A Seller who cannot access the commission's web based reporting system must
either:

(A)  submit a request for exception to submit reports by paper; or
(B)  contract with another seller or service provider to make electronic reports
on behalf of the Seller.

(3) All reports of violations or payment under this subsection must be made to the
commission en-e¥ before the date the delinquent list is published.

4) A Seller who fails to report a violation or a payment as required by this subsection
is in violation of this section.

(F)  Prohibited Sales and Delivery.

1) Sellers are prohibited from selling or delivering alcoholic beverages to any
licensed location of a Retailer who appears on the commission's Delinquent List from the date
the violation appears on the Delinquent List until the Release Date on the Delinquent List, or
until the Retailer no longer appears on the Delinquent List.

@) A sale or delivery of alcoholic beverages prohibited by this section is a violation
of this section.

(g) Prohibited Purchase or Acceptance.

1) A Retailer who violates subsection (d) of this section is prohibited from
purchasing or accepting delivery of alcoholic beverages from any source at any of Retailer's
licensed locations from the date any violation occurs until all delinquent payment are paid in full.

@) A prohibited purchase or acceptance of a delivery of alcoholic beverages is a
violation of this section.

(n)  Exception. A Retailer who wishes to dispute a violation of this section or inclusion on the
commission's Delinquent List based on a good faith dispute between the Retailer and the Seller
may submit a detailed electronic or paper written statement with the commission with an
electronic or paper copy to the Seller explaining the basis of the dispute.

1) The written statement must be submitted with documents and/or other records
tending to support the Retailer's dispute, which may include:

(A)  acopy of the front and back of the cancelled check of Retailer showing
endorsement and deposit by Seller;
(B)  bank statement or records of bank showing funds were available in the
account of Retailer on the date the check was delivered to Seller; and
(C)  bank statement or records showing:
() bank error or circumstances beyond the control of Retailer caused
the check to be returned to Seller unpaid; or
(i) the check cleared Retailer's account and funds were withdrawn
from Retailer's account in the amount of the check.
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@) A disputed delinquent payment will not be removed from the delinquent list until
documents and/or other records tending to support the Retailer's dispute are submitted to the
commission.

(3) The Retailer must immediately submit an electronic notice of resolution of a
dispute to the commission under this subsection.

(i)  Penalty for Violation. An action to cancel or suspend a permit or license may be initiated
under 811.61(b)(2) of the Code for one or more violations of this section. The commission may
consider whether a violation is the result of an event or incident when initiating an action under
this subsection.

(3)  Delinquent List.

1) The Delinquent List is published bi-monthly on the commission's public web site
at http://www.tabc.state.tx.us. An interested person may receive the Delinquent List by electronic
mail each date the Delinquent List is published by registering for this service online.

(@) Except as otherwise specified in subsection (k) of this section, the Delinquent List
will be published on the fifth business day after the 25" day of the month for purchases made
from the 1st to the 15th day of that month and for which payment was not made-en-or-before
received by the fourth business day after the 25th day of that month. Except as otherwise
specified in subsection (k) of this section, the Delinquent List will be published on the fifth
business day after the 10" day of the next month for purchases made between the 16th and the
last day of the preceding month and for which payment was not made-en-er-before received by
the fourth business day after the 10" day of the next month.

(3) The Delinquent List is effective at 12:01 A.M. on the date of publication.

4 The Delinquent List is updated hourly to reflect reports of payments submitted.

(k)  Calculation of Time. A due date under this section or 8102.32(c) of the Code or the
publication date of the Delinquent List that would otherwise fall on a Saturday, a Sunday, a state
or federal holiday (unless the commission is required to be open for business), or a standard
Federal Reserve bank holiday (as published at http://www.frbservices.org/holidayschedules/
index.html) will be the next regular business day. For purposes of this section, a business day
means a day which is not a Saturday, a Sunday, a state or federal holiday (unless the commission
is required to be open for business), or a standard Federal Reserve bank holiday (as published at

http //www frbserwces org/hol|dayschedules/|ndex html). A—payment—sen{—by—Ué—pestal—semee

te—thama#de#wew—seme& A payment hand dellvered to an |nd|V|duaI authorlzed to accept
payment on behalf of the Seller is deemed made received when the authorized individual takes

possession of the payment.
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Attachment 13

Proposed Amendment to Rule §845.131, Payment
Regulations for Malt Beverages



845.131 Payment Regulations for Certain Malt Beverages.

(@)  Purpose. This rule implements 8§102.31;-31-63{b}{2) 1166, 6172-and-61-73 of the
Texas Alcoholic Beverage Code (Code).

(b)  Definitions. For purposes of this section, the following terms have the meaning given in
this subsection.

1) Cash equivalent--A financial transaction or instrument that is not conditioned on
the availability of funds upon presentment, including, money order, cashier's check, certified
check or completed electronic funds transfer.

2 Cash payment--United States Currency and coins, or a cash equivalent financial
transaction or instrument.

(3) Event--A financial transaction or instrument that fails to provide payment to a
Retailer and results in one or more incidents to one or more Sellers.

4) Incident--One financial transaction or instrument made by a Retailer that fails to
provide payment in full for malt beverages delivered by a Seller to the Retailer. Failure to submit
payment also constitutes an incident.

(5) Malt beverages—Ale or malt liquor containing more than four percent of alcohol
by weight and beer containing one-half of one percent or more of alcohol by volume and not
more than four percent alcohol by weight.

(6) Retailer--A license or permit holder and their agents, servants and employees,
authorized to sell malt beverages for on or off premise consumption to an ultimate consumer.

(7) Seller—The holder of a A general, local or branch distributor’s license-helder, the
holder of a manufacturer’s self distribution license, and the holder of either a local distributor's
permit helder; or a brewpub license when selling malt beverages to a mixed beverage or daily
temporary mixed beverage permittee, and their agents, servants, employees, or a subsidiary or
affiliate, authorized to sell malt beverages to a retailer.

(c) Invoices. A delivery of malt beverages by a Seller, to a Retailer, must be accompanied by
an invoice of sale showing the name and permit number of the Seller and the Retailer, a full
description of the malt beverages, the price, the place and date of delivery.

1) The Seller’s copy of the invoice must be signed by the Retailer to verify receipt of
malt beverages and accuracy of invoice and by the Seller to acknowledge payment was received
on or before the delivery.

@) The Seller and Retailer must retain invoices for four years from the date of
delivery.

(€)) Invoices may be created, signed and retained in an electronic or internet based
inventory system, and may be retained on or off the licensed premise, as long as the records can
be accessed from the licensed premise and made available to the commission during normal
business hours.

(d) Cash Payment Violation. A Retailer who fails to make a cash payment to a Seller for the
delivery of malt beverages violates this section unless an exception applies.

(@D A Retailer who violates this section must pay the amount due, and a Seller may
accept payment, only in cash or cash equivalent financial transaction or instrument.

@) For purposes of this section, the Retailer includes all persons who are or were
owners, officers, directors, managers or shareholders of the Retailer at the time a cash payment
violation occurs.

(e) Reporting Violation and Payment; Failure to Report.
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1) A report of a violation must be submitted electronically on the forms provided on
the commission’s web based reporting system at www.tabc.state.tx.us.
2 A Seller who cannot access the commission’s web based reporting system must
either:
(A)  submit a request for exception to submit reports by paper; or
(B)  contract with another seller or service provider to make electronic reports
on behalf of the Seller.
(3) All reports of violations under this subsection must be made to the commission
within two business days from the date the violation is discovered by the Seller.
4) A Seller who fails to report a violation as required by this subsection is in
violation of this section.

()  Exception. A Retailer who wishes to dispute a violation of this section, based on a good
faith dispute between the Retailer and the Seller may submit supporting documents and a
detailed written statement to the commission with a copy to the Seller explaining the basis of the
dispute.

1) The written statement must be submitted with documents and/or other records
tending to support the Retailer's dispute, which may include:
(A)  acopy of the front and back of the cancelled check of Retailer showing
endorsement and deposit by Seller;
(B)  bank statement or records of bank showing funds were available in the
account of Retailer on the date the check was delivered to Seller; and
(C)  bank statement or records showing:
Q) bank error or circumstances beyond the control of Retailer caused
the check to be returned to Seller unpaid; or
(i) the check cleared Retailer's account and funds were withdrawn
from Retailer's account in the amount of the check.
@) The Retailer must immediately submit a notice of resolution of a dispute to the
commission under this subsection.

() Penalty for Violation. An action to cancel or suspend a permit or license may be initiated
under 8831612812, 61.71-61-73-0r61-#4-6f the Code for one or more violations of this
section. The commission may consider whether a violation is the result of an event or incident
when initiating an action under this subsection.

(h)  Calculation of Time. Sundays and legal holidays are not counted in determining time
periods under this section.
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Attachment 14

Proposed Amendment to Rule 833.9, Service Fees
for On-Line Transactions and Credit Card Fees



833.9 Serwiee Fees for On-Line Transaction and-Credit-Card-Fees.
(@  Thisrule relates to 85.55 of the Alcoholic Beverage Code.
(b)  Aservice fee of $:50 $0.25 shall be assessed for each on-line transaction.

(¢)  Anadditional fee of 225 2.75 % of the total transaction amount shall be assessed for
transactions paid by credit card.

(d)  An additional fee of 0.5% of the total transaction amount shall be assessed for
transactions paid by ACH or electronic check.
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