TEXASALCOHOLIC BEVERAGE COMMISSON
COMMISSON MEETING
M ONDAY, OCTOBER 22, 2001

The Texas Alcoholic Beverage Commission met on this date in Room 185 at 5806 M esa Drive,
Austin, Travis County, Texas. M embers present: Allan Shivers, Jr., Chairman; John T. Steen,
Jr., M ember and Gail M adden, M ember. Staff present: Rolando Garza, Administrator; Randy
Yarbrough, Assistant Administrator; Jeannene Fox, Director of License & Compliance; Greg
Hamilton, Chief of Enforcement; Denise Hudson, Director of Resource M anagement and Eric
Pearson, Grants Coordinator. Present to receive certificates of service: Tommy Hall, Kerrville
Enforcement; M ike Rogers, Dallas Enforcement; Aida Cantu, M cAllen Enforcement; Rosa
Duran, El Paso Enforcement; Brian Jacks, Waco Enforcement; Don Likens, Conroe
Enforcement; Don M itchd, Victoria Enforcement; Robert Reyes, Amarillo Enforcement;
Tommy Rodgers, Longview Enforcement; Bob Russdll, Amarillo Enforcement and M axine
lar, Richmond Enforcement. Visitors included: Russdl Gregorczyk, Jansen & Gregorczyk;
Alan Gray, Licensed Beverage Distributors, Inc.; Robert Sparks, Licensed Beverage Distributors,
Inc.; Tom Spilman, Wholesae Beer Distributors of Texas; Fred M arosko, T exas Package Stores
Association; Jack M artin, TABLS, Jay Howard; DISCUS, Inc.; Dominic Giarratani, Legslative
Budget Board; Glen Garey, Texas Restaurant Association; M ike M cElhaney, Governor’s Office
and Chrysta Fox, ACC.

The agendafollows:

1:30 p.m. - Cdl to order.

1. Consider resolution in memory of Agent Frank Pearson; discussion, comment, possible
vote.

2. Recognition of agency employees with 20 or moreyears of service.

3. Approva of minutes of September 24, 2001 meeting; discussion, comment, possible vote.

4 Administrator's report:

a discussion of staff reports;

b recognitions of achievement;

C. discussion of management controls;

d. promotional policy;

e ethics policy; and

f. statistics on highway fatdlities.

Fiscd stewardship of agency; discussion, comment, possible vote.

6. Presentation of internd auditor’s report on Interna Audit of the Tax Security Processing

Section of the Licensing Division; discussion, comment, possible vote.

Public comment.

Adjourn.

o

7.
8.

The meetingwas cdled to order a 1:45 p.m. by Chairman Shivers.
MR. HIVERS I’m going to cal this meeting of the Texas Alcoholic Beverage



MS MADDEN:

MR. STEEN:

MR. SHIVERS

MS MADDEN:

MR. STEEN:

MR. SHIVERS

Commission to order on October 22, 2001, a oneforty-fivein the
afternoon.

Thefirst item of business is to consider aresolution in memory of Frank
Pearson which reads as follows:

“WHEREAS, Frank Pearson, Agent of the Texas Alcoholic
Beverage Commission, departed from this life on the 7" day of October
2001; and

“WHEREAS, his outstanding service with the Commission led
him to achieve aposition of leadership both within the Commission and
the community; and

“WHEREAS 4l his endeavors, large and small, reflected a sense
of persona honor and integrity which never failed; and

“WHEREAS his wisdom, personality and character earned the
respect of al those who knew him.

“NOW, THEREFORE, BE IT RESOLVED by the Texas

Alcoholic Beverage Commission that this saluteto the memory of Frank
Pearson be entered into the records of this Commission so they will
forever reflect the esteem of the Commission and its staff; and

“BEIT FURTHER RESOLVED that acopy of this resolution be
presented to his wife, Shella, as an expression of our concern and atoken
of the high regard in which Frank Pearson was held by dl in the
Commission.”

Do | have amotion to adopt this resolution?

So move.

Second.

Allinfavor, say aye.
Aye.

Aye.

Aye. Opposed? Thank you.



MR. HALL:

MR. SHIVERS

MR. ROGERS

MR. SHIVERS

MS CANTU:

MR. SHIVERS

We have, | think, arecord number of employ ees who have been with this
agency for 20 years or more.

Charlotte Clary, asergeant in our Galveston office, joined the TABC on
October 1, 1971, as asecretary in our Wichita Falls enforcement office.

On December 1, 1980, M s. Clary was gppointed as an agent and
transferred to our Baytown outpost. As noted in her previous evauations,
“ Sergeant Clary is adependable and loyd individua who consistently
produces high volumes of quadity work.” We congratulate Sergeant Clary
on her 30 years of dedicated serviceto the TABC and the citizens of
Texas. She could not bewith us today and her certificate has been
forwarded to her.

Tommy Hal joined the TABC on October 1, 1971, and is currently an
agent in our Kerrville outpost. During his service with the agency, Agent
Hall has dso worked in Dd Rio and San Antonio. A native of Kerrville,
Agent Hal holds aBachelor’s of Science Degreein Agriculturd
Economics from Texas Tech University. We congratulate Agent Hall on
his 30 years of dedicated serviceto the TABC and thecitizens of Texas.

Thank you.

M ike Rogers, acaptain in our Ddlas office, joined the TABC on October
1, 1971. During his career with the agency, Captain Rogers has held
positions in Lubbock, Corpus Christi, Kountz and Beaumont. A native of
Vernon, Texas, Captain Rogers has long been recognized for his
professionalism and dedication to the agency. We congratulate Captain
Rogers on his 30 years of dedicated serviceto the TABC and the citizens
of Texes.

Thank you.

AidaCantu joined the TABC on October 5, 1981, asan Agent | in our
Houston office. Currently an Agent V in our M cAllen office, Agent Cantu
has successfully handled abroad range of assignments with efficiency and
accuracy. Her knowledge, experience and self-motivation make her atrue
asset to theagency. We congratulate Agent Cantu on her 20 years of
dedicated serviceto the TABC and the citizens of Texas.

Thank you.
Rosa Duran joined the TABC on October 1, 1981, as atax collector at the

El Paso port of entry. In 1988, M s. Duran was transferred to the El Paso
enforcement office as an administrative technician. M s. Duran is a
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M S DURAN:

MR. SHIVERS

MR.JACKS

MR. SHIVERS

MR. LIKENS

MR. SHIVERS

MR. MITCHEL:

MR. SHIVERS

MR. REYES

MR. SHIVERS

knowledgeable, hard-working and dedicated employ ee who continually
provides outstanding service to the agency’ s customers. We congratulate
M. Duran on her 20 years of dedicated serviceto the TABC and the
citizens of Texas.

Thank you.

Brian Jacks joined the TABC on October 5, 1981, asan Agent | in our
Austin officeand is currently stationed in Waco. As noted in his previous
evauations, “ Agent Jacks is an experienced, hard-working and trustworthy
employee.” AsaProject SAVE coordinator, Agent Jacks has been
extremely effectivein his Project SAVE presentations. We congratulate
Agent Jacks on his 20 years of dedicated serviceto the TABC and the
citizens of Texas.

Thank you.

Don Likens joined the TABC on October 5, 1981, as an agent in our

M cAllen officeand is currently stationed in Conroe. During his career
withthe TABC, Agent Likens has continualy been recognized as ahard-
workingindividual and is well respected amongthe law enforcement
community. We congratulate Agent Likens on his 20 years of dedicated
serviceto the TABC and the citizens of Texas.

Thank you.

Don Mitche joined the TABC on October 5, 1981, as an agent in our
Victoriaoffice. Agent Mitchel has worked in avariety of locations,
including Galveston, Paris and Abilene. Agent Mitchd is highly admired
and respected by his peers and his supervisors. We congratulate A gent

M itchd on his 20 years of dedicated serviceto the TABC and thecitizens
of Texes.

Thank you.

Robert Reyes, asergeant in our Amarillo office, joined the TABC on
October 5, 1981, as an agent in Lubbock. As noted in previous
evauations, “ Sergeant Reyes’ initiativein his work inspires his fellow
agents to follow suit.” We congratulate Sergeant Rey es on his 20 years of
dedicated serviceto the TABC and the citizens of Texas.

Thank you.
Tommy Rodgers joined the TABC on October 5, 1981, as an agent in our
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MR. RODGERS

MR. SHIVERS

MR. RUSSELL:

MR. SHIVERS

MS KLAR:

MR. SHIVERS

MS MADDEN:

MR. STEEN:

MR. SHIVERS

MS MADDEN:

MR. STEEN:

MR. SHIVERS

Longview office. Asnoted in his previous evauations, “ Agent Rodgers is
aloyad, honest and hard-working employee. He accepts direction and
change without hesitation.” We congratulate Agent Rodgers on his 20
years of dedicated serviceto the TABC and the citizens of Texas.

Thank you.

Bob Russdl joined the TABC on October 5, 1981, as an agent in our
Amarillo office. Agent Russdll is an experienced, hard-working and
trustworthy employee. Hetakes pridein hiswork and tackles al
assignments with the same positive atitude. A true asset to the
commission, we congratulate Agent Russell on his 20 years of dedicated
serviceto the TABC and thecitizens of Texas.

Thank you.

M axine Klar, asecretary in our Richmond outpost, joined the TABC on
October 1, 1981, as asecretary in the Houston enforcement office. As
noted in her previous evauations, “ M axine consistently produces good
qudity work. Sheis exceptionaly rdiable and can dway's be depended on
to keep things running smoothly.” We congratulate M s. Sklar on her 20
years of dedicated serviceto the TABC and the citizens of Texas.”

Thank you.

It’s awonderful thingto have so many people who joined the agency in
‘71 and ‘81 that are still with us and have put in this many years. | thank
al of you for your dedication to this agency and to the state.

The minutes of September 24™ have been mailed to the commission. Are
there any changes to be made?

No. | movethey be approved.

Second.

| have amotion and asecond. Any further discussion? All in favor, say
aye

Aye.
Aye.
Aye. Opposed? Theminutes are gpproved.
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MR. GARZA:

MR. SHIVERS

MR. GARZA:

MR. SHIVERS

MR. GARZA:

MR. SHIVERS

MS MADDEN:

Administrator’ s report. Mr. Garza?

M r. Chairman, Commissioner M adden, Commissioner Steen,
amongyour materials you will find adraft of our new ethics policy
which Genera Counse Bright has put together. Wearein thefina
stages of gettinginput from the executive team and getting that
finalized. We should have afina product sent out to you prior to
your next meeting in November.

Likewise, for the policy that we ve been taking about for promotiona
opportunities within our enforcement division, Assistant Chief Smelser
and Chief Hamilton have been gettinginput from across the field, and that
will befindized, I’'mtold, by your next meetingin November, so you will
ot that aso.

M r. Chairman, you had asked at the last meeting for some comparative
datain terms of DWI fatdities, rurd versus urban. The materia we' ve
received from DPSwill reflect that for the reporting period of 1999 there
were about 2,400 fatal DWI accidents on therura roads herein Texas
compared to about 1,400 on the urban roadway s.

Thelast thing | will report this month is, starting Wednesday of this week,
we are goingto have about 125 individuals from across the state who are
comingto taketheir tests, vyingfor about eight or nine TABC agent
trainee positions. Thosetests will be administered over a the J.J. Jake
Pickle Balcones Center. It’'s about athree-hour exam. It will then lead to
some of thetop candidates comingin for interviews the early part of
November, and we hopeto havethis new class of trainees on board by
January the 1%, That’sdl | havethis month.

Do you know what the J.J. Jake Pickle Bacones Center is affectionately
cdled by the people who work there?

No, sir.
ThePickle Factory.

That’s where wewill be, a the Pickle Factory, come Wednesday .
I’ll make surel’ll let those 125 people know that, M r. Shivers.

Any questions of the administrator?

| think you’ve answered them all.



MR. SHIVERS

MR. STEEN:

MR. SHIVERS

MR. GARZA:

MR. SHIVERS

MS MADDEN:

MR. SHIVERS

MR. HAMILTON:

MR. SHIVERS

M S HUDSON:

John?

No questions.

Onthefatdity datayou have, do we havethat datafor other states as well?

I’m surewe can get that from DPS M. Shivers.

It’s not ahigh priority, but I'mrather interested in it. We seethese
comparisons that Texas has morefatalities dueto drunk driving than any
other state and that sort of thing. Perhaps a more effective measure would
befatdities per road mile driven.

Good point.

| think there are statistics that USDOT kegps on the number of road miles
driven in the country, and if you have fatdities by road miles driven, |
think that perhaps gves you amore...and if you can further break that
down by urban and rura, then we might have a better picture to compare
the states and see how Texas is redly doing.

| tried to get those numbers from TxDOT, and they haven’t returned my
phone cdls, but | do have contacts at NHT SA where | could get that
information.

It’s dways aproblem we haveto work on, but | want to make surewe
understand the dimensions of the problem that we re tackling and be able
to either understand that we have alot of work to do or we are actudly
doing better than others.

Fisca stewardship of theagency. Denise, | believethat’s you.

WEe ve provided someinformation on the fourth quarter measures this
time. Out of the eight key measures, we met four of them. Therewas one
measure that we did not meet; we were slightly below the dlowable range,
at 90 percent, and that was on the number of inspections made.

Another measurethat’s related with that, with inspections being down, the
average cost was up. So, we were outside the range on that one, aso.

The other two measures that we exceeded, one was the number of
inspections, anay ses and compliance activities. We were ahead in that
range. We were above the alowable range.



MR. SHIVERS

MS HUDSON:

MR. SHIVERS

MS MADDEN:

M S HUDSON:

MS MADDEN:

MR. HAMILTON:

MS MADDEN:

The other one was the number of acoholic beverage containers and
cigarette packages stamped. We greatly exceeded that one.

If there are any questions, we have Jeannene and Gregthat could answer
some of thosefor you.

| don’t know of any reason for meto repeat my previous comment a the
last meeting, but some of these measures don’t seemto be particularly
useful in terms of measuring how we arereally doing. The number of
cigarette packages we stamp is redly not amessure of our effectiveness,
but amarket activity. Isn’tit?

And the traffic coming across.

It may be useful for the revenue estimators, but it is not ameasure of the
effectiveness of the agency .

Comments, questions on this?
Thegant program, isthat...

That was my next comment. We have Eric Pearson here who can gveyou
some more information on the grants. Wedid very good on the grants this
year. We got about 72 percent of the fundingspent. Some of the grants
will be carryingforward to 2002. The State Energy Conservation Office
grant that we received, they will berollingthat forward to 2002, and we
will belookingat purchasing some video equipment for televising some of
the hearings across the state. Hopefully, that will help us reduce some of
our travel costs.

On the Automated Law Enforcement Underage Project (ALEUP), it seems
like so much is done when reading this summary. Do you dl have 20
hoursin your day? How do you do that? How do you tackle the concept
of policies and procedures and develop the training curriculum and then
educatetheretalers and go out and stingthem? It seemslikeit’s alot.

Do you bringin more people?

Oneof thethings that | would liketo say is that normally when our people
are doing some of the grant stings, the agents will be working an extrafour
hours overtime. They will put in their regular 40 hours, plus they will
work four hours overtime on these different operations that we are doing.

| thought this was an interesting summary of this grant. It looks likewe're
doing some good work. Arewe?
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M R. PEARSON:

MR. MADDEN:

M R. PEARSON:

MS MADDEN:

MR. HAMILTON:

MS MADDEN:

MR. HAMILTON:

MS MADDEN:

MR. SHIVERS

MR. STEEN:

MR. SHIVERS

MR. GREGORCZYK

Yes, weare.
It surelooks good on paper.

We have an agent who is assigned up here in headquarters who goes out
statewide and gves training for the ALEUP Project. Of course, the chiefs
are heping out tremendously on that, so the hours, as far as the stings, are
basicdly donewithin thedistricts. Thetrainingis donefrom headquarters.

That'sgeat. Areweat full capacity for our enforcement officers?

No, wearenot. Wearedown nine. We arein the process of hiringthose
nine, as we spesk.

Okay. After readingdl these grants, | got red worried about you al. |
thought, “My gosh, they must have 30-hour days. They seemto be doing
everything”

They aredoingalot of work.

Congratulations. Tdl thosenineto hurry up.

John, any questions?
No.
Internal auditor’ s report. Isthat Mr. Gregorczy k?

Good afternoon. Thefinal audit of thelast fisca year was on the
licensing department, specificaly, the tax security section. I'll gve
you aquick overview of our findings, and we had very few
recommendations, and I’ll be dad to respond to questions.

The purpose of this audit was to look a the adequacy of interna controls
and compliance with legd requirements for theway security documents
are maintained, conduct surety and tax security documents. We basicaly
developed four audit objectives. We looked a the processing of
gpplications that require atax security deposit; the maintenance of those
tax security documents; the collections against those documents and bond
exemptions and bond withdrawals.

In summary, we found that theinternal controlsin al areas were very

good. The section that we were looking at was somewhat short staffed at
thetimewe werelooking at them. They had apretty heavy workload, so
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MR. SHIVERS

we did make arecommendation that management look at that.
M anagement’ s responseis that when they arefully staffed, they will have
another person in there and that certainly will help the situation.

There are some pretty heavy manua edits required on some of those
things, but management’ s aware of that and the automated sy stem s being
revised. It’safarly complexthingto develop the automated edits that are
needed but, oncethat is put into place, it will eiminate alot of the manua
review of those applications each year that must go on right now.

We did make arecommendation, fairly minor, that the safe be locked
duringthe day when theletters of credit are accessed. The habit isto goin
in themorning and open it and leaveit open dl day. Wefdt like,

probably just as an interna control, you should lock that safe throughout
the day becauseit does have bonds and letters of credit within it.

Thethird and fina recommendation has to do with letters of credit,
themselves. Thereis, on rare occasions, according to staff, asituation can
arisewhere aletter of credit will expire before it can be collected upon.
We thought, perhaps, that should belooked a from alegslative point of
view and seeif thereis away to do that, use bonds or some other things.

Very minor recommendations. Wefdt that the controls are very good in
that area. We will be looking a the entire licensing department this year,
and will probably begin that audit pretty quickly into this new year. Right
now, we are auditingthe IRM areabut, with respect to tax security
processing, we didn't redly have alot of issues or questions. I'll bedad
to respond to questions.

Do you think there s any reason to have adua lock or two person access
requirement on the cabinet whereyou keep the CD’s or letters of credit?

MR. GREGORCZYK: | don’'t think so. Thereareonly three peoplethat know the combination

MR. SHIVERS

MS FOX:

MS MADDEN:

tothelock. | don’'t believe we thought that was anissue, redly. They’ve
never had a CD misplaced, stolen or otherwise, as far as | know. There's
never been a problem with that.

It’s not the usud thing onetries to sted and negotiate because they are
specific CD’s. They arenot blank or street name are they ?

No, sir.

Did this take very much manpower hours to do this audit?
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MR. GREGORCZYK: No, it redly was not avery in-depth audit. | don’t remember thetime

MS MADDEN:

MR. SHIVERS

budget, maybe 100 hours. I'm not redly sure. I'll haveto go back and
look at my records.

| was just curious.

| would expect Jeannene' s department to be pretty tight.

M R. GREGORCZYK: | think the licensing audit will take considerably more hours to audit the

M S FOX:

MR. SHIVERS

MR. STEEN:

MR. SHIVERS

MS MADDEN:

MR. SHIVERS

whole licensing department. Jeannenethinks I’ ve underestimated the time
it will take, but we will see.

Well try to lock him up, otherwise.

Do you have anything, John?
No questions.

Gail?

No.

Thank you very much.

M R. GREGORCZYK: Thank you.

MR. SHIVERS

MS MADDEN:

MR. STEEN:

MR. SHIVERS

MS MADDEN:

MR. STEEN:

MR. SHIVERS

Any public comment today? No oneis signed up. | guessnot. Do | have
amotion to adjourn?

So moved.

Second.

Allinfavor, say aye.
Aye.

Aye.

Aye. Weareadjourned a two fourteen.
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