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

Presiding Officer-Midland Member-Colleyville Member-Conroe

Tuesday, November 19, 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.
September 24, 2013

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

4. | Human Resources Division Briefing Loretta Doty

5. | Information Resources Division Briefing Jay Webster

6. | Business Services Division Briefing Shelby Eskew

7. | New Legislation Pertaining to Open Meeting via Video- Emily Helm
Conference Call

8. | Promotional Recognition — Thomas Graham, Director of Tax & Ed Swedberg
Marketing Practices Division

9. | Reception Honoring Promotion — Thomas Graham, Director of José Cuevas, Jr.
Tax & Marketing Practices Division

10. | 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 (Govt. Code 8551.071,
§551.074)

11. | Petition for Rulemaking to Repeal Rules 845.73(d) & (e) and Martin Wilson
845.82(a)(7), Relating to Special or Private Brands

12. | Approval to Publish Proposed New Rule §45.140, Verification Martin Wilson

13. | Approval to Publish Proposed Repeal of Rule §41.72, Martin Wilson
Invalidation of Stamps

14. | Approval to Publish Proposed Amendment to Rule 845.117, Martin Wilson
Gifts and Advertising Specialties

15. | Approval to Adopt Proposed Amendment to Rule 845.121, Martin Wilson
Credit Restrictions and Delinquent List for Liquor

16. | Approval to Adopt Proposed Amendment to Rule 845.131, Martin Wilson

Payment Regulations for Malt Beverages




17. | Approval to Adopt Proposed Repeal of Rule 833.3, Brewpub Martin Wilson
License Fees

18. | Approval to Adopt Proposed Amendment to Rule 835.6, Martin Wilson
Regional Forwarding Centers

19. | Approval to Adopt Proposed Amendment to Rule 841.61, Martin Wilson
Sacramental Wine

20. | Approval to Adopt Proposed Amendment to Rule §50.2, Martin Wilson
Definitions

21. | Approval to Adopt Proposed Amendment to Rule §850.28, Martin Wilson
General Requirements

22. | Public Comments José Cuevas, Jr.

23. | Next Meeting Date: Tuesday, January 28, 2014 José Cuevas, Jr.

24. | Adjourn 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 §551.071 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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REGULAR COMMISSION MEETING

10:00 a.m. — November 19, 2013

5806 Mesa Drive
Austin, Texas 78731



ABC

COMMISSION MEETING MINUTES
November 19, 2013

The Commissioners of the Texas Alcoholic Beverage Commission (TABC) met in Regular
Session on Tuesday, November 19, 2013 at the Texas Alcoholic Beverage Commission,
5806 Mesa Drive, Suite 185, Austin, Texas.

COMMISSIONERS Steven Weinberg, MD, JD
PRESENT: Melinda Fredricks
STAFF PRESENT: Sherry Cook, Administrator

Carolyn Beck, Director, Communications & Governmental
Relations

Gene Bowman, Director, Audit & Investigations Division

Joseph Davidson, Agent, Lufkin Area Enforcement Office

Julie Davis, Program Specialist, Education & Prevention
Division

Luann Dickerson, Executive Assistant, Executive Division

Loretta Doty, Director, Human Resources Division

Shelby Eskew, Director, Business Services Division

Randy Field, Major, Houston Enforcement Regional Office

Diana Figueroa, Executive Assistant, Office of Professional
Responsibility

Tiffany Forister, HR Specialist, Human Resources
Division

Thomas Graham, Director, Tax & Marketing Practices
Division

Roy Hale, Planner, Business Services Division

Amy Harrison, Director, Licensing Division
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GUESTS
PRESENT:

Emily Helm, General Counsel, Legal Division

Joe lagnemmo, Web Design Administrator, Information
Resources Division

Dexter Jones, Assistant Chief, Audit & Investigations
Division

Ashleigh Jons, Seller Training Coordinator, Seller Training
Division

Jo Ann Joseph, Assistant Director, Licensing Division

Marilyn Lindsay, Accountant, Business Services Division

Vanessa Mayo, Assistant Director, Business Services
Division

Brenda Meyers, Regional Audit Supervisor, Austin District
Office

Stanley Muli, Budget Analyst, Business Services Division

Merideth Mufioz, Human Resources Generalist, Human
Resources Division

Joy Murray, Chemist, Tax & Marketing Practices Division

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

Albert Rodriquez, Director, Training Division

Robert Saenz, Chief, Field Operations Division

Karen Smithwick, Director, Ports of Entry Division

Ed Swedberg, Assistant Administrator

Ron Swenson, Captain, Special Investigation Division

Todd Talley, Management Analyst,, Field Operations
Division

Jay Webster, Director, Information Resources Division

Martin Wilson, Assistant General Counsel, Legal Division

Dewey Brackin, Government Affairs, Gardere Wynne
Sewell, LLP

Lou Bright, Attorney, Mark Anthony Brewing

Vic Brooks, Vice President, Republic National Distributing
Company

ML Calcote, Consultant, Republic National Distributing
Company

Kimberly Frost, Attorney, Jack Martin & Associates

Anthony Gengo, Cross Oak Group

Adrian Graham



Gail Graham

Terry Graham

Alan Gray, Executive Director, Licensed Beverage
Distributors

Kyle Hill, Attorney, Jack Martin & Associates

Mark Homer, Texas Bar & Night Club Alliance, Texas Craft
Brewer’s Guild

Bill Levine, Mark Anthony Brewing

Lance Lively, Executive Director, Texas Package Stores
Association

Kyle Mauro, HIlICo Partners

Allen Reininger, Legal Assistant, Spoetzl Brewery

Tyler Rudd, Consultant, California Wine Institute

Pete Schenkkan, Mark Anthony Brewing

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

Scott Stewart, Executive Director, Texas Distilled Spirits
Association

Ralph Townes, Vice President Governmental Affairs,
Glazers

CALL TO ORDER

The meeting of the Texas Alcoholic Beverage Commission was called to order at 10:04
a.m. by Acting Presiding Officer Steven Weinberg. Commissioner Weinberg presided over
the meeting as Presiding Officer José Cuevas was not in attendance.

APPROVAL OF COMMISSION MINUTES OF SEPTEMBER 24, 2013

Acting Presiding Officer Steven Weinberg called for approval of the Commission
meeting minutes of September 24, 2013. Commissioner Melinda Fredricks so moved
to approve the minutes as written. Acting Presiding Officer Steve Weinberg
seconded the motion. The motion carried.

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

Acting Presiding Officer Steven Weinberg called upon Administrator Sherry Cook for the
commission report on Administrator and Agency Activities, Budget Issues, Staff
Achievements and Legislative Activities.

Administrator Cook welcomed the Commissioners back to Austin for another Commission
meeting and began her report with an update of recent border activities. She stated that
during the month of September, Tax Compliance Officer Daniel Snow alerted Customs and
Border Protection (CBP) to potential contraband concealed in liquor bottles. She added that



upon further inspection and testing, the bottles were found to contain methamphetamine
with a street value of sixty thousand dollars. Administrator Cook commended TCO Snow on
a job well done.

Administrator Cook stated that the revenue and container stamps along the border are still
trending downward primarily due to the continued violence along the border and the
reduced traffic traveling back and forth.

Acting Presiding Officer Weinberg inquired if any trends are being seen in regards to the
change in hours of operation at Ports of Entry locations. Ports of Entry Director Karen
Smithwick came forward to address Acting Presiding Officer Weinberg’s question.

Director Smithwick responded that revenue increases are being seen in the bridges being
manned twenty-four hours a day on weekends. She stated that since the new schedules
were implemented in October, collection amounts have varied depending on location and
also possibly due to the start of a new school year. She added that revenue is expected to
increase with the approaching holiday season.

Administrator Cook reported on vacancies in the Licensing Division. She stated that
currently, the Licensing Division has seven vacancies. She added that when there is
significant turnover in Licensing, it can impact the issuance of original permits.
Administrator Cook stated that currently, Licensing is issuing at 37 days which is still below
the Agency’s performance requirement of 44 days. She added that she will continue to
closely watch these numbers.

Acting Presiding Officer Weinberg commented that last year we were issuing permits at 47
days. He stated for Licensing to be issuing at 36.9 days is highly commendable. He stated
that a successful manager has a secession plan. He added that when employees retire, it
is desirable to look internally first, and then fill the vacancies in lower level positions.

Acting Presiding Officer Weinberg quizzed Administrator Cook if the new two-year cycle is
skewing report numbers. He stated that he would like the numbers to be run again in a two
year grouping from past years to compile a more accurate report against the current
numbers. He quizzed Administrator Cook if our revenue numbers were up due to the two-
year cycle. Licensing Director Amy Harrison came forward to address Acting Presiding
Officer Weinberg’s question.

Director Harrison responded that the numbers should balance out over the two year cycle.
She stated that the numbers will also depend on the number of original applications that
are submitted.

Administrator Cook stated that there would be a recognition ceremony for the new Excise
Tax and Marketing Practices Director, Thomas Graham. She added that it is an exciting
time for the Agency when we bring on board a new director.



Administrator Cook reported that the Agency’s deficit gap is closing. She stated that by
adjusting budgets agency-wide and managing the vacancy rate, the deficit should be at
zero dollars by the end of November. She added that the Agency will continue to fill
vacancies and establish Agency priorities to move forward. Administrator Cook stated that
these include a New Agent Academy (spring), the Data Center, security equipment for field
offices and computer security equipment.

Administrator Cook stated that the Agency is closing the gap on vacancies. She added that
the vacancy rate is holding at fifty-two to fifty-four vacancies compared to the prior year,
where the vacancy rate remained near seventy-five vacancies. Administrator Cook stated
that the goal is to reduce the number to twenty vacancies. She added that those twenty
vacancies will have to be managed due to the budget deficit the Agency starts out with
each year.

Acting Presiding Officer Weinberg inquired how the Agency can operate in the negative
balance environment. Administrator Cook explained that it is a negative balance of what
has been forecasted for the yearly budget cycle. She added that the Agency is aware of the
deficit going into the new fiscal year. Administrator Cook stated that the deficit is covered
on the front end and once that is accomplished, the Agency can move forward and focus
on other needed items. She added that we ended the last biennium in the black and expect
to do so again this year.

Administrator Cook announced that the Agency achieved an eighty-five per cent
participation rate in the Survey of Employee Engagement. She added that this survey is a
valuable tool that provides feedback from employees on how the Agency is performing.
Administrator Cook stated that the high participation rate shows that employees are
engaged in Agency decisions. She stated that typically the low performing areas of the
survey are pay and communication. She added that she is looking forward to the results of
the survey which will be available in January.

Director Carolyn Beck will present the Survey of Employee Engagement results at
the January Commission meeting.

Administrator Cook announced that TABC participated in the annual State Employee
Charitable Campaign (SECC) in October and raised twenty-five thousand dollars for
various state and local charities. She stated that the SECC Committee was headed by
Communications and Governmental Relations Director Carolyn Beck. She added that
Director Beck enlisted the assistance of TABC employees statewide and at headquarters
who helped make this campaign a huge success.

Administrator Cook stated that thirty-six local option elections occurred in November. She
added that thirty-three petitions passed. She added that the Licensing Division is beginning
to see a surge of new applications from those areas of the state.

Administrator Cook announced that the New Agents Academy will hold a graduation
ceremony on Friday, November 22, 2013 at Camp Mabry. She stated that there will be



eight graduating in this class. Administrator Cook stated that the Agency will continue to run
two New Agents Academy per year as long as funding is available.

Acting Presiding Officer Weinberg asked if the new agents were at Headquarters today.
Administrator Cook responded that the new agents were not at Headquarters today as they
are working on their final requirements for graduation from the academy. She announced
that the keynote speaker for the graduation ceremony will be Hayes County Sheriff, Gary
Cutler.

Acting Presiding Officer Weinberg asked Administrator Cook to congratulate the TABC
agents that closed down a human trafficking ring. Administrator Cook stated she would.

Acting Presiding Officer Weinberg inquired about a case involving the shutdown of a
horseracing track. Major Randy Field came forward to brief the Commissioners on the
case. Major Field stated that TABC participated in a multi-agency operation to shut down
an illegal horseracing track. He added that several arrests on charges of illegally operating
a racetrack and gambling. Major Field stated that alcohol was also being sold illegally at the
track.

Acting Presiding Officer Weinberg quizzed Administrator Cook on who wrote the Credit Law
Delinquencies section of the Commissioners Report. Administrator Cook responded that
she, Roy Hale and Elizabeth Wuehrmann all contributed to that report. Acting Presiding
Officer Weinberg stated that it was a very good report. Administrator Cook advised Acting
Presiding Officer Weinberg that she would be briefing him on that report later in her
presentation.

Acting Presiding Officer Weinberg commended the Enforcement Division on the latest
Inspections Report. He stated that he is very pleased to see the numbers of inspections for
the beginning of FY2014 on the increase compared to previous years. Administrator Cook
stated that Chief of Field Operations Robert Saenz and his team have done an excellent
job in setting priorities regarding inspections. She added that Field Operations has worked
hard to create a balance between inspections, public safety and investigations.
Administrator Cook stated that an increased presence in licensed establishments leads to
compliant behavior.

Administrator Cook continued her presentation with Agency trends. She stated that
subterfuge, defined as hidden ownership, is a serious regulatory violation. She added you
will often find other illegal activity associated with establishments involved in subterfuge.
Administrator Cook informed that subterfuge is declining due to the front-end risk
assessments that are performed as part of the licensing process.

Acting Presiding Officer Weinberg inquired about the National Conference of State Liquor
Administrators (NCSLA) being held in Texas this summer. Administrator Cook stated that
the conference will be held in San Antonio on June 16-20, 2014. She added that she
encourages all to attend. Acting Presiding Officer Weinberg stated that he would like the
Commissioners to attend the conference.



Administrator Cook will arrange for the Commissioners to attend the NCSLA
Conference in San Antonio, TX on June 16-20, 2014

Administrator Cook reported that alcoholic beverage sales trended up for FY 2013
compared to FY 2012. She added that almost 697 million gallons of alcoholic beverages
were sold at wholesale in Texas in FY 2013. Administrator Cook stated that our efforts in
automation allow the Agency to keep up with a growing industry by increasing efficiencies
without having to increase our resources.

Administrator Cook reported on trends relating to breach complaints. She stated that the
downward trend in breach complaints is primarily due to Field Operations efforts to
increase their presence in licensed locations. She added that with an increased presence,
compliant behavior is also increasing.

Acting Presiding Officer Weinberg quizzed Administrator Cook why the alcoholic beverage
industry is not growing at the same rate as the population. Administrator Cook responded
that the dip in alcoholic beverage sales that occurred in 2010 skews the numbers, but she
expects to see the industry growth more closely mirror population growth in 2014.

Acting Presiding Officer Weinberg inquired what alerts our personnel to a possible case of
subterfuge. Administrator Cook responded that there are several possible indicators for
subterfuge including financial statements, business relation information or through the
protest process. She stated that it has become harder for applicants to commit subterfuge
due to the front end risk assessment performed as part of our licensing process. She added
that although subterfuge cases are trending down, successful administrative cases
involving subterfuge have trended up.

Acting Presiding Officer Weinberg commented on the Training Report Section of the
Commissioners Report. He inquired about the Agency’s online training classes and
requested that the Commissioners be provided the opportunity to take some of the online
classes that are available to Agency employees. Administrator Cook stated that she will
work with the Training Division to provide the Commissioners access to the online classes.

Administrator Cook will provide access to the Agency’s online training classes for
all the Commissioners

Administrator Cook stated that although we regularly report on the delinquent list, for this
reporting period a more in-depth look was taken on this segment of the industry specifically
as it relates to package stores and Credit Law. She stated that the best way to obtain an
accurate view of Credit Law violations is to look at the total dollar amount that is delinquent.
She added that in 2013 a significant retailer ceased business operations owing the
wholesaler a large sum of money. Administrator Cook explained that the Agency monitors
these delinquencies as they can destabilize the market. She stated that when the Agency
looked at the top offenders, it was discovered that one entity comprised 66% of the debt
totaling over fifty-one million dollars over a twelve month period.



Administrator Cook stated that in the last Legislative Session, lawmakers passed a bill that
codified a practice of four additional days into statute. She added that the Agency hopes
now that the four days have been put into law, this practice will be brought under control.
Administrator Cook explained that currently an entity can be placed on the delinquent list
six times, receiving only an administrative warning for each occurrence, before a civil
penalty is attached on the seventh occurrence. She stated that the Agency is working to
determine what should be considered appropriate notice and how many administrative
warnings should be given before civil penalties are attached.

Acting Presiding Officer Weinberg quizzed Administrator Cook if the top offender,
mentioned previously, ever received a civil penalty. Administrator Cook answered to the
negative, stating that the entity never surpassed six occurrences at any of their locations in
the twelve month period.

Administrator Cook reported on the next steps the Agency is taking in regards to Credit
Law. She stated that these include a rule publication that Assistant General Counsel Martin
Wilson will speak on later in the meeting, review of the penalties relating to delinquencies
and discussion on potential penalties for non-sufficient-funds (NSF) checks. She added that
the Agency is scheduling a Stakeholders meeting in December and will be gathering input
from Industry members. Administrator Cook stated that the recommendations will be
brought back to the Commissioners at the March Commission meeting. She added that the
Agency will continue to monitor the Credit Law situation for any abuse of the system.
Administrator Cook stated that the top offender, mentioned earlier, does pay their bill
balance within 24-48 hours after publication. She added that if this was ever not the case
and a large debt was not paid, the market could be adversely affected.

Acting Presiding Officer Weinberg read aloud from the Commissioners Report and quizzed
Administrator Cook on what the modest changes would be to Credit Law practices that she
refers to in the report. He stated that he would like to video conference in for the December
Stakeholders meeting being scheduled for December if he is unable to attend in person.

Administrator Cook will arrange for Commissioner Weinberg to attend the December
Stakeholders meeting via video conferencing.

Administrator Cook responded with examples of what those modest changes could look
like, but stressed that these are not necessarily the position of the Agency. She added that
a discussion will take place at the December Stakeholders meeting. Administrator Cook
stated that modest changes could include a reduction in number of administrative warnings
issued before civil penalties are attached, leveling the penalty by basing the penalty
amount from a percentage of the debt, or publishing a supplemental report tracking NSF
checks. She added that the first step is identifying the scope of the problem.

Commissioner Fredricks inquired if this is an exceptional situation. Administrator Cook

responded that she has had conversations with the entity and now that the new law is in
place he does not anticipate any problems going forward.
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Acting Presiding Officer Weinberg made the suggestion to add cancellation as a possible
modest change to the Credit Law practices. He stated that there is only one entity abusing
the system and cancellation of the permit for one or more stores might get their attention.

Administrator Cook responded she is hopeful that after the Stakeholders meeting is held in
December, there will be recommendations that will curtail or prohibit this activity going
forward.

Acting Presiding Officer Weinberg responded that he hoped so. He stated that possibly not
renewing a license rather than immediately cancelling it might be a more reasonable
option. He added that Spec’s is the only entity participating in this activity and they are
hurting the entire alcoholic beverage industry in Texas. He added that he wants this activity
to stop.

Acting Presiding Officer Weinberg quizzed Administrator Cook for the number of times

Spec’s was on the delinquent list. Administrator Cook responded that they were on the
delinquent list one hundred and forty-six times over a twelve month period.

Administrator Cook ended her presentation by stating that she looks forward to working
with the Industry; making sure everyone is paying their bills and being good actors.

Administrator Sherry Cook’s report is supported by a PowerPoint presentation.
(Attachment 1)

HUMAN RESOURCES DIVISION BRIEFING

Acting Presiding Officer Weinberg called upon Human Resources Director Loretta Doty to
come forward to present the next agenda item, Human Resources Briefing. Director Doty
stated that her presentation would provide an update on the Human Resources Division
projects for FY2013 through FY2014. She added that her briefing would also include a
summary on Agency hiring.

Director Doty began her presentation with an overview of the implementation of the
NeoGov Applicant Tracking System. She stated that the NeoGov system went live on
September 3, 2013. She added that this is a cloud-based system available 24/7 with an
internet connection. Director Doty briefed the Commissioners on the features of the system.

¢ Online application/career portal

e Online hiring manager’s portal

e Auto-scoring and advanced screening
e Test scheduling, analysis and statistics
e Reports and dashboards

e Variety of job posting options
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Director Doty stated that all applications are now received in the online application/career
portal and paper applications are no longer accepted by the Agency. She added that email
notifications can also be established by applicants interested in specific positions or
interests, including law enforcement positions. Director Doty stated that supervisors can
now receive application packets as well as schedule and score interviews through the
NeoGov system. She added that Human Resources is able to view all information as it is
entered into the system. Director Doty stated that while there is still a hands-on element to
the screening process, using the auto-scoring and advance screening section of NeoGov
speeds up the screening process by using questionnaires to eliminate unqualified
applicants. Director Doty added that by the scheduling required testing and interviews
through the online system, applicants receive an electronic notification reducing the volume
of phone calls having to be made by the division.

Commissioner Fredricks inquired if phone calls were still made to applicants. Director Doty
responded affirmatively that phone calls are still made to applicants when necessary.

Director Doty stated that NeoGov is equipped with an excellent reporting and dashboard
system. She added that reports that were tracked previously on Excel spreadsheets have
been integrated into the system. She stated that ad hoc reports can be compiled as
needed. Director Doty stated that there are a variety of job posting options built into the
system to address specific posting needs.

Director Doty recognized project leaders Tiffany Forister and Merideth Mufioz for their role
in the implementation of the NeoGov project. She stated that both Tiffany and Merideth
were instrumental in not only the NeoGov project, but are also project leaders in several
Human Resources projects. She added that they do a great job and are a valuable part of
the Human Resources Division. Director Doty asked both women to stand and be
recognized.

Director Doty continued her presentation with the automation of the personnel action form.
She stated that the Human Resources Division partnered with Business Services and
Information Resources Divisions to automate the process. She added that the personnel
action form is the approval process which allows adjustments to an employee status, such
as promotions, merit increases, reclassifications and transfers. Director Doty stated that
this has always been a paper intensive process. She added that that the new automation
process not only increases efficiency at headquarters, but also increases accessibility for
supervisors to initiate the process from the field offices. Director Doty stated that improved
tracking capability during all steps of the approval process has improved quality control and
keeps the process moving forward.

Acting Presiding Officer Weinberg inquired if an applicant receives notification of a job offer
online. Director Doty responded that applicants now receive an email notification to inform
them of a job offer.

Director Doty stated that Merideth Mufioz led the next project in her presentation, Tuition
Reimbursement Program. She added that this initiative was identified in both the Strategic
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Plan and the Tri-Region Workgroup. Director Doty stated that the annual application period
occurred in June and eleven employees were approved for tuition reimbursement for
FY2014. She added that specific criteria must be followed to participate in this program.

Undergraduate/Graduate degrees
Major related to TABC position
Reimbursement up to $1000 per term
Successful completion of coursework

Director Doty continued her presentation with a briefing on the development of the certified
peace officer assessments. She stated that the Human Resources Division worked with a
consulting firm to develop the sergeant promotional process and the agent trainee hiring
process. She added that the sergeant promotional process is currently being implemented
and the agent trainee hiring process will be completed in FY2014. She stated that the
assessment development process involved two steps, job analysis and test development.
Director Doty added that an internal job analysis workgroup, made up of enforcement
personnel, also assisted in the assessment development process.

Lt. Ryan Decuire-Houston Sgt. Gilbert Alba-Bryan
Lt. Raul Salinas-San Antonio Sgt. Sheila Doyle-Austin
Lt. Carla Thompson-Arlington Sgt. Daniel Reyna-Houston

Agent Patricia Vidito-Houston
Agent Jonathan Palacios-Houston
Agent Frank Caldara-Arlington

Director Doty presented the final section of her briefing, Hiring Processes. She stated that
during the last fiscal year, the Agency has received and screened more than 2700
employment applications for 176 job postings. She added that these applications include
the three agent trainee hiring processes that occurred during the months of October,
January and June. Director Doty provided the annual breakdown on hiring statistics for the
Agency. She stated that 71 employees were hired in FY2013. She added that overall, the
Agency’s hiring processes continue to show a diverse employee representation.

Director Doty provided the October vacancy report to the Commissioners. She stated that
the Agency continues to fill vacancies as quickly as possible.

Director Doty provided the annual workforce analysis for the Agency. She stated that
overall, the Agency is performing well. She added that in the minority and female
representations there are some underutilized areas that could be improved.

Director Doty stated that with the addition of a recruiter in the Human Resources Division,
they will be working to analyze past recruitment efforts including retention and turnover,
applicant demographics and filling difficult positions. She added that the Human Resources
Division has also been assigned the task of developing a pro-active recruitment and
retention plan.
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Commissioner Fredricks complimented Director Doty on a job well done. She inquired if the
recruiter position would be a permanent or temporary position for the Agency. Director Doty
responded affirmatively that the recruiter position will be a permanent human resources
position. Commissioner Fredricks inquired if there had ever been a recruiter position within
the Agency. Director Doty responded that there had not been such a position during her
tenure.

Acting Presiding Officer Weinberg also commended Director Doty on a job well done. He
stated that the Human Resources Division is the backbone of any organization. He added
that the support provided by the Information Resources Division has also played a large
role in the success of the Human Resources Division.

Acting Presiding Officer Weinberg requested Merideth Mufioz and Tiffany Forister to come
forward before the Commission.

Acting Presiding Officer Weinberg inquired of Ms. Mufioz and Ms. Forister how they felt the
new automated processes were affecting the daily operations of the Human Resources
Division.

Ms. Mufioz responded that she believes that the changes have all been positive. She
stated that the new processes not only make their division more accountable, but also
make their duties more efficient without compromising quality. Ms. Forister responded that
there has been a substantial increase in employment applications submitted to the Agency
with the introduction of the online application portal.

Acting Presiding Officer Weinberg inquired where the Agency is posting job opportunities.
Ms. Forister responded affirmatively that the majority of job postings are now handled
through online resources that link potential job applicants back to the TABC website. She
added that many of these online resources are at a minimal cost to the Agency.

Acting Presiding Officer Weinberg thanked Ms. Mufioz and Ms. Forister for all their hard
work and dedication to the Agency.

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

INFORMATION RESOURCES DIVISION BRIEFING

Information Resources Director Jay Webster began his briefing by recognizing several
members of the division and the roles they perform within the division. Director Webster
stated that Enterprise Operations Manager David Clowe oversees the Agency’s technical
environment and staffing including the areas of help desk, desktop administration, security,
telecommunications, and network. He added that Mr. Clowe has been with the Agency over
six years.
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Director Webster next recognized David Brandon. Director Webster stated that Mr.
Brandon oversees the newly established Project Management Office which includes the
supervision of application development, support staff and web administration. He added
that Mr. Brandon has been with the Agency for five years.

Director Webster stated that Web Administrator Joe lagnemmo was present at the meeting
as he provides Audio/Video support for all TABC Commission meetings. He added that Mr.
lagnemmo does an outstanding job for the Agency.

Director Webster continued his presentation with an overview of how the Agency is using
technology to improve service to the public, licensed businesses, and Agency employees.

Director Webster stated that TABC continues to be a leader among state government
agencies in the area of public information transparency. He added that the public demands
more electronic access to Agency public information regarding licensed locations, violation
history and want this information available to them at all times. Director Webster stated that
by using mobile applications, the Agency can provide the public an easier way to interact
with the Agency.

Director Webster next discussed the four initiatives the Agency is using to improve service
to the public.

Director Webster stated that the TABC Public Inquiry System, which was implemented in
2006, makes information available 24/7 in a query database. He added that this system
reduces the number of telephone calls and open records requests made to the Agency.
Director Webster stated that the Public Inquiry System is used by both industry members
and the general public. He added that the Public Inquiry System receives four hundred and
fifteen thousand hits per month.

Director Webster stated that the Spirits Texas app, released earlier this year, is much like
the Public Inquiry System, but in a mobile application. He added that this app allows users
to search for a business and access specific information for that business such as permit
type, concealed hand gun permit and violations. Director Webster stated that the mobile
app also provides an interactive map feature.

Acting Presiding Officer Weinberg quizzed Director Webster on the Spirits app concealed
handgun permit feature.

Director Webster responded that the Spirits app provides information regarding the ability
to carry a concealed weapon into an establishment. He added that it is illegal to carry any
concealed weapon into an establishment whose total alcohol sales are 51% or higher.

Director Webster stated that TABC Complaint Reporting app allows citizens to report public
safety violations of the Alcoholic Beverage Code. He added that the TABC Complaint
Reporting app was released in the spring of 2013.

Director Webster stated that the POETCS Credit Cards System, implemented in August of
2013, allows our tax paying customers at border crossings and at the Seaports to make
their payment with a credit card instead of cash. He added that the border implementation
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will be completed in the middle of December 2013 and the Galveston Seaport portion of the
project will be implemented in January 2014.

Acting Presiding Officer Weinberg quizzed Director Webster if the POETCS system had
already been implemented at some of the ports of entry locations. Director Webster
answered affirmatively that the system is already in use at the border crossings of
Brownsville, Progreso and Hidalgo and should be in place at the other border crossings by
mid-December. Director Webster stated that it is very exciting to see this project come to
fruition. He added that it was a complex project and customers seem very pleased with the
results.

Acting Presiding Officer Weinberg quizzed Director Webster if any statistics had been
compiled on the ports of entry locations already using the POETCS Credit Card System.
Director Webster responded that the locations had only been open a month and statistics
were not available yet. He added that reports will be compiled as data becomes available
and forwarded to Ports of Entry Director Karen Smithwick.

Director Webster next discussed the initiatives the Agency is using to improve service to
Licensed Businesses. He stated that businesses want paperless transactions and to have
the ability to file applications online and make payments electronically by credit card or
electronic check. He added that businesses also want to be able to a get a real time status
on their applications or labels without having to contact the Agency by phone, email, or
come by the local TABC office. Director Webster stated that the reinventing of our licensing
process began in 2009.

Director Webster provided background information on two Agency initiatives that support
licensed businesses.

Director Webster stated that Versa: Online enables businesses to renew licenses and
permits online, including making electronic payments. He added that the addition of online
beer, wine and liquor applications, including fee collection, should be available in early
2014. Director Webster stated that currently there are nineteen license types available for
online renewal with more licenses scheduled to come online in 2014.

Acting Presiding Officer Weinberg commented that the Agency surpassed seventy license
types as of the last Legislative Session.

Director Webster continued his presentation with an overview of the Agency’s Label
Approval Inquiry initiative. He stated that this initiative began in 2011. He added that one
hundred and fifteen thousand labels are currently stored online. Director Webster stated
that the Agency processes over twenty thousand labels annually. He added that the
Agency has seen a reduction in phone calls, as customers are now able to check the status
of their label certificate approval or obtain a replacement certificate online.

Director Webster discussed the initiatives the Agency is using to improve service to Agency
employees. He stated that employees need more secure access to data , tools and reports
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twenty-four hours a day seven days a week available from various locations. He added
that the Agency’s complex task of regulating the industry requires more sophisticated
analytic tools and better business intelligent reporting capabilities.

Director Webster provided background information on three initiatives that support Agency
employees.

Director Webster stated that the Agency Reporting and Tracking (ARTS) application is a
complex system that is used to log and track a variety of regulatory information. He added
that ARTS application was developed in-house and interfaces with the other core licensing
applications, Versa: Regulation and Neubus Imaging.

Director Webster stated that Versa: Regulation is the Agency’s core license processing
system. He added that information is inputted manually by the Licensing Division. Director
Webster stated that the Information Resources Division is responsible for system
administration and configuration of the system’s business rules which are housed within
Versa: Regulation and Iron Data, the vendor, is responsible for all application modifications.

Director Webster stated that Neubus Imaging provides content management of documents
for the Licensing Division. He added that seventy- five years of hard copy documents are
stored in the Neubus Imaging system. Director Webster stated that with the addition of
scanners in the field last year, the scanning of licensing documents by Neubus has
streamlined the application and renewal process, resulting in a 40% reduction of time to
approve an original application.

Director Webster ended his presentation with an overview of other projects being tracked
by the Project Management Office (PMO). He stated that currently there are over eighty
projects being tracked by the PMO. He added that thirty of these projects are active and
fifty of these projects are pending. Director Webster stated that a governance process is
being put in place to prioritize IT projects.

Director Webster provided a brief overview of active projects. He stated that Neubus is
currently working on the development of the Audit TABC mobile application. He added that
this application will allow auditors and agents to capture documents and photographs to be
automatically uploaded to their case file. Director Webster stated that phase two of this
application will be the Mobile Inspections feature. He added that the Mobile Inspections
feature will allow auditors and agents to report inspections and receive the formal
acknowledgement from the permittee. Director Webster stated this information will be
uploaded straight into ARTS. He added that an early 2014 release is expected for this
application.

Director Webster stated that the Monthly Time Allocation (MTA) Automation project will
replace the existing Excel spreadsheet process currently used to report time and leave for
Agency personnel. He added that this project is expected to have an early 2014 release
date.

17



Director Webster stated that the expansion of the Versa: Online Renewal Applications
project will continue adding license and permit type available to renew online. He added
that the more complex Versa: Online Original Applications project will progress at a slower
pace.

Acting Presiding Officer Weinberg inquired how original applications are currently
processed. He called upon Licensing Division Director Amy Harrison to respond. Director
Harrison stated that an applicant manually fills out the application and submits it to the
TABC office where the data is scanned in, assigned to a team and inputted into Versa:
Regulation. She added that the complicated part of putting original applications online is
every original application must currently be viewed by not only TABC, but also the city,
county, comptroller and published in the newspaper as well. Director Harrison stated that
initially the applicant will still have to complete those functions as well as the
prequalification packet, but the rest of the process can be completed online. She added
that this project will need to be phased in over time.

Acting Presiding Officer Weinberg quizzed Director Harrison if the scanned in
documentation is being worked online. Director Harrison responded affirmatively. Acting
Presiding Officer Weinberg commented that it is inefficient to have applicants submit paper
applications that must then be manually entered by our Licensing Division. Director
Harrison responded that it will be very beneficial to the Agency for the applicants to be able
to fill out there applications online.

Director Webster ended his presentation by stating that with the exception of the Online
Label Approval Submission project, the remaining projects will more than likely be
exceptional items during the next Legislative Session.

Commissioner Fredricks thanked Director Webster for his presentation and all of the hard
work.

Acting Presiding Officer Weinberg quizzed Director Webster if he is going to be able to
video conference into the upcoming Stakeholders meeting. Director Webster responded
that he will look into the possibility of video conferencing him into the meeting.

Acting Presiding Officer Weinberg commented that automation is the key for the Agency.
He stated that he appreciated Director Webster’'s presentation and the hard work of the
Information Resources Division.

Director Webster’s report is supported by a PowerPoint presentation.
(Attachment 3)
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BUSINESS SERVICES DIVISION BRIEFING

Business Services Division Director Shelby Eskew began her presentation by introducing
the Business Services Division team leads. Director Eskew provided an overview of each
area of the division, including highlights over the last fiscal year.

Vanessa Mayo- Assistant Director

Brenda Rose- Expenditure Processing

Marilyn Lindsay- Revenue Processing

Warren Sauer- Asset Management /Mail Center
Domingo Lugo- Purchasing Manager

Roy Hale- Planner/Research and Planning
Stanley Muli- Budget Analyst

Director Eskew stated that expenditure processing, under the management of Brenda
Rose, is responsible for all payments made to vendors as well as payments to Agency
employees for reimbursements for travel expenditures. She added that this area of the
Business Services Division processes payroll and all items related to payroll, including
personnel actions forms and time and leave accounting for all Agency personnel. Director
Eskew stated that the payroll process is performed manually. She added that financial
reporting is also completed by expenditure processing. She stated that this includes the
annual financial report, federal tax reports and various required quarterly reports to the
Comptroller and other oversight agencies.

Director Eskew stated that revenue processing, under the management of Marilyn Lindsay,
records all revenue via cash and electronic funds transfer in a double entry process. She
added that all records are recorded twice, first into the Versa system and then into the
statewide accounting system. Director Eskew stated that revenue processing administers
all payments for eleven grants and processes all label transactions. She added that the
label transactions also require a double entry process. Director Eskew stated that revenue
processing performs financial reporting regarding capital assets, grantors and quarterly
reporting to oversight agencies for performance measures and budget reconciliations.

Acting Presiding Officer Weinberg inquired about the manual processes that are still being
performed by the Business Services Division. Director Eskew responded that she would be
presenting information on the automation projects later in her presentation.

Director Eskew stated that the state is currently working on an IT project entitled Project
One. She added that agencies are restricted in certain processes as our Agency will be
part of Project One.

Acting Presiding Officer Weinberg quizzed Director Eskew if the payroll process is

performed in manually. Director Eskew responded affirmatively that the payroll process is
performed manually and in house to ensure the accuracy of the payroll.

19



Director Eskew stated that Warren Sauer manages all asset and mail center services for
the Agency. She added that over fifty-one hundred items totaling $17.6 million are tracked
and inventoried by the Agency. Director Eskew advised that a property report can be
created at any time showing the location of all inventoried items. She stated that any item
valued at over five thousand dollars is considered capital. She added that mobile radios,
vehicles and servers fall into this category. Director Eskew stated that the Agency’s law
enforcement equipment is also counted in the fifty-one hundred inventoried items.

Director Eskew stated that the Agency’s mail room employs two FTEs who, in FY13,
handled one hundred thirty-eight thousand incoming pieces mail and sent out over 124,000
pieces of mail. She added that included in the outgoing mail total are fifty-four thousand
license renewal notifications. Director Eskew stated that deposits, warrant pick up and the
scheduling and maintenance of all pool vehicles located at TABC Headquarters is overseen
by these employees as well.

Director Eskew continued her presentation with an overview of the purchasing department
of Business Services led by Domingo Lugo and assisted by two additional purchasers. She
stated that in FY 2013 the purchasing department processed over sixteen hundred
purchase orders. Director Eskew stated that Mr. Lugo also administers the Historically
Underutilized Business (HUB) program for the Agency. She added that in FY 2013, the
purchasing department made $1.1 million in HUB purchases. Director Eskew stated that
the procurement card program is overseen by Mr. Lugo. She added that there are 18 TABC
procurement card users statewide and Mr. Lugo is responsible for the development and
maintenance of all policies and procedures related to this program. Director Eskew stated
that a random log sampling is performed monthly and an annual test on procurement card
guidelines is given to all users in the program.

Director Eskew stated that the Agency’'s Research and Planning Department operated by
Roy Hale and Elizabeth Wuehrmann are responsible for tracking all of the statistical data,
reporting of Agency performance measures, the coordination of the annual financial report,
and analyzing the customer surveys for the Agency. She added that in FY 2013 over 2400
surveys were received, the majority of them on paper. Director Eskew stated that recently
Business Services has been tasked with tracking both internal and external audit findings
as well as assuring that the implementation reported in the management response is
carried out properly.

Acting Presiding Officer Weinberg quizzed Mr. Hale if his training in statistics was from
formal education or on the job training. Mr. Hale responded that his experience comes from
both formal education and on the job training. Acting Presiding Officer Weinberg thanked
Mr. Hale for his hard work.

Director Eskew stated that Stanley Muli is the budget analyst for the Agency. She added
that his responsibilities include preparation of the operating budget, monitoring
departmental budgets, tracking the Capital budget and preparing monthly reports for
management. She added that the total budget for FY 2014 is $45.7 million.
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Director Eskew completed her presentation by noting the division’s achievements. She
stated that all of the year-end and year-start reporting were submitted on time. She added
that there were several special projects during FY 2013 and all of them been positive,
including the new online time and leave system. Director Eskew stated she appreciates all
the hard work of the twenty-two Business Services Employees. She added that all of the
timelines and deadlines would not have been possible without these employees. Director
Eskew stated that the twenty-two employees have a combined total of three hundred and
two years of state financial experience.

Commissioner Fredricks thanked the Business Services Division for all of their good work.
Acting Presiding Officer Weinberg also thanked Director Eskew and her staff for their hard
work. He added that the three hundred and two years of combined service is apparent in

the thorough reports that the Commissioners receive every month.

Director Eskew’s report is supported by a PowerPoint presentation.
(Attachment 4)

Acting Presiding Officer Weinberg called upon Assistant General Counsel Martin Wilson for
the presentation of the next agenda item.

NEW LEGISLATION PERTAINING TO OPEN MEETING VIA VIDEO-CONFERENCE
CALL

Acting Presiding Officer Weinberg called for a motion to withdraw the agenda item
seven, New Legislation Pertaining To Open Meeting via Video-Conference Call and
have it presented at the January Commission meeting. Commission Fredricks
moved to approve the withdrawal of this agenda item. Acting Presiding Officer
Weinberg seconded the motion and the motion passes.

PROMOTIONAL RECOGNITION- THOMAS GRAHAM, DIRECTOR OF TAX &
MARKETING PRACTICES DIVISION

Acting Presiding Officer Weinberg called upon Assistant Administrator Ed Swedberg to
come forward to present the next agenda item, “Recognition of Promotion for Thomas
Graham as the New Tax and Marketing Practices Director.

Assistant Administrator Swedberg asked Mr. Graham to come forward for his recognition.
He acknowledged Thomas’ parents, Gail and Terry Graham as well as Thomas’ wife,
Adrian who were present for the promotional recognition. Assistant Administrator Swedberg
briefly read Mr. Graham’s bio and spoke about his Agency contributions and the promotion.
Acting Presiding Officer Weinberg and Commissioner Fredricks congratulated Director
Graham on his promotion.
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RECEPTION HONORING PROMOTION- THOMAS GRAHAM, DIRECTOR OF TAX &
MARKETING PRACTICES DIVISION

Acting Presiding Officer Weinberg extended an invitation to the all Commission meeting
attendees to a reception in the foyer honoring Director Thomas Graham.

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 (GOVT. CODE 8551.071, §551.074)

Acting Presiding Officer Weinberg announced that the regular open session of the
Texas Alcoholic Beverage Commission will be recessed at this time 12:12 p.m.,
November 19, 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.

Acting Presiding Officer Weinberg announced that the Texas Alcoholic Commission
has concluded its Executive session and is now in open regular session. The date is
November 19, 2013 and the time is 12:33 p.m. No final action, decision or vote was
made in executive session.

PETITION FOR RULEMAKING TO REPEAL RULES 845.73(d) & (e) AND 845.82(a)(7),
RELATING TO SPECIAL OR PRIVATE BRANDS

Assistant General Counsel Martin Wilson presented the petition for rulemaking to repeal
Rules 845.73(d) & (e) and 845.82(a)(7). Assistant General Counsel Wilson stated that the
repeal of these provisions relates to private brand labels. He added that the Commission
has three options for this petition. Assistant General Counsel Wilson stated that the
Commission could grant the petition, deny the petition, or deny the petition and recommend
that staff come back with other proposals. He added that if the Commission grants the
petition, the rule would be published in the Texas Register for a 30-day comment period.

Assistant General Counsel Wilson advised the Commission that Attorney Lou Bright was
present at the meeting and had requested to speak before the Commission. Acting
Presiding Officer Weinberg asked Mr. Bright to come forward to address the Commission.

Mr. Bright stated that his client, Mark Anthony Brewing Company initiated this petition. He
added that he and his client ask the Commission to publish the repeal of these rules for a
comment period. Mr. Bright stated that he and his client are in favor or the repeal of these
rules. He added that with the statutory guidance provided by the Legislature this session
regarding contract brewing, the Commission should now move forward to bring consistency
to private brand labeling for malt beverages
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Mr. Bill Levine, General Counsel for Mark Anthony Brewing Company commented that he
wanted to express his gratitude, on behalf of the company, to the Commission for bringing
this rule making petition up for consideration.

Acting Presiding Officer Weinberg asked Mr. Levine to provide background information on
the Mark Anthony Brewing Company. Mr. Levine responded that the Mark Anthony Brewing
Company is a diversified alcohol company headquartered in Vancouver, BC.

Attorney Dewey Brackin, representing Gardere Wynne Sewell, LLP commented that he
concurs with the comments made by Lou Bright. He stated that he encouraged the
Commission to publish this rule to receive full comments from members of the industry. He
added that his clients, mainly in the retail tier, support the adoption of this repeal. Mr.
Brackin stated that the adoption of this repeal would bring consistency in practices that
currently occur in the spirits and wine industry. He added that there needs to be a
distinction between a control label and a captive label.

Acting Presiding Officer Weinberg inquired if there was a stakeholders meeting scheduled
on this rule. Assistant General Counsel Wilson responded that one stakeholders meeting
already took place on November 4, 2013. He stated that there is opposition to the proposal
and recommends that the petition is granted and the rule be published to receive
comments. Acting Presiding Officer Weinberg inquired if there would be another
stakeholders meeting. Assistant General Counsel Wilson responded that there would be a
public hearing held on

January 8, 2014 at 1:30 p.m. at TABC Headquarters. He added that all of the proposed
rules would be included in the public hearing.

Commissioner Fredricks moved to grant the petition. Acting Presiding Officer
Weinberg seconded the motion and the motion passes.

Acting Presiding Officer Weinberg called upon Assistant General Counsel Wilson to
present the next agenda item.

APPROVAL TO PUBLISH PROPSED NEW RULE 8§45.140, VERIFICATION

Assistant General Counsel Wilson stated that the proposed new rule 845.140, Verification,
is a provision set by the Legislature in regards to contract brewing. He added that this rule
requires breweries and manufacturers to provide annual verification that their facilities have
not been used to produce malt beverages primarily for a specific retailer. Assistant General
Counsel Wilson stated that this new rule is tied to the petition for rule making dealing with
exclusively as discussed earlier in the meeting.

Acting Presiding Officer Weinberg called for a motion. Commissioner Fredricks
moved to approve publication of new rule 845.140, Verification, in the Texas Register
for a 30-day comment period. Acting Presiding Officer Weinberg seconded the
motion and the motion passes.
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At the request of Assistant General Counsel Martin Wilson, Acting Presiding Officer
Weinberg combined agenda items 13 & 14.

APPROVAL TO PUBLISH PROPOSED REPEAL OF RULE 841.72, INVALIDATION OF
STAMPS

Assistant General Counsel Wilson stated the rule 841.72 relates to tax identification stamps
and how they are handled by mixed beverage permutes. He added that in adapting rule
841.71 as required by the Legislature last session, all of the requirements that are currently
included in rule 841.72 have been combined into one rule, 841.71. Assistant General
Counsel Wilson stated that rule 841.72 is now duplicative and no longer necessary.

APPROVAL TO PUBLISH PROPOSED AMENDMENT TO RULE 845.117, GIFTS AND
ADVERTISING SPECIALTIES

Assistant General Counsel Wilson stated that proposed amendment to rule 845.117, Gifts
and Advertising Specialties, would provide the same requirements for interior liquor
signage as rule 845.113 provides for interior beer signage. He added that no such provision
is currently in place for interior liquor signs and, historically, the rule for beer signage has
also applied to liquor signage.

Acting Presiding Officer Weinberg called for a motion. Commissioner Fredricks
moved to approve publication proposed repeal of rule 841.72, Invalidation of Stamps,
in the Texas Register for a 30-day comment period. Acting Presiding Officer
Weinberg seconded the motion and the motion passes.

Acting Presiding Officer Weinberg called for a motion. Commissioner Fredricks
moved to approve publication of proposed amendment to rule 845.117, Gifts and
Advertising Specialties, in the Texas Register for a 30-day comment period. Acting
Presiding Officer Weinberg seconded the motion and the motion passes.

At the request of Assistant General Counsel Martin Wilson, Acting Presiding Officer
Weinberg combined agenda items 15-21.

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

APPROVAL TO ADOPT PROPOSED AMENDMENT TO RULE 845.131, PAYMENT
REGULATIONS FOR MALT BEVERAGES

Assistant General Counsel Wilson stated that both Rule 845.121, Credit Restrictions and
Delinquent List for Liquor and Rule 845.131, Payment Regulations for Malt Beverages were
amended to conform our rules with legislation that was passed during the last session. He
stated that both of these rules were originally brought to the July Commission meeting, but
were not brought to the September meeting to have further discussion regarding penalties
due to insufficient checks. He added that there is no reason to delay approval of these
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amendments. Assistant General Counsel Wilson added that both of these rules can be
amended again, if necessary, in regards to penalties.

Acting Presiding Officer Weinberg called for a motion. Commissioner Fredricks
moved to adopt the proposed amendment to Rule 845.121, Credit Restrictions and
Delinquent List for Liquor. Acting Presiding Officer Weinberg seconded and the
motion passes.

Acting Presiding Officer Weinberg called for a motion. Commissioner Fredricks
moved to adopt the proposed amendment to Rule 845.131, Payment Regulations for
Malt Beverages. Acting Presiding Officer Weinberg seconded and the motion
passes.

APPROVAL TO ADOPT PROPOSED REPEAL TO RULE 833.3, BREWPUB LICENSE
FEES

Assistant General Counsel Wilson stated that this rule is no longer necessary and should
be repealed. He added that all applications will now be submitted directly to the Agency
and no longer be required to first go through the county.

Acting Presiding Officer Weinberg called for a motion. Commissioner Fredricks
moved to adopt the proposed repeal to Rule 833.3, Brewpub License Fees. Acting
Presiding Officer Weinberg seconded and the motion passes.

APPROVAL TO ADOPT PROPOSED AMENDMENT TO RULE 835.6, REGIONAL
FORWARDING CENTERS

Assistant General Counsel Wilson stated that this amendment changes reporting
requirements to record keeping requirements at regional forwarding centers. He added that
a comment was received on this amendment and the comment was incorporated into the
amendment.

Acting Presiding Officer Weinberg called for a motion. Commissioner Fredricks
moved to adopt the proposed amendment to Rule 835.6, Regional Forwarding
Centers. Acting Presiding Officer Weinberg seconded and the motion passes.

APPROVAL TO ADOPT PROPOSED AMENDMENT TO RULE 841.61, SACRAMENTAL
WINE

Assistant General Counsel Wilson stated that the proposed amendment to this rule would
eliminate the reporting requirements and establish record keeping requirements. He added
that no comments were received on this amendment.

Acting Presiding Officer Weinberg called for a motion. Commissioner Fredricks

moved to adopt the proposed amendment to Rule 841.61, Sacramental Wine. Acting
Presiding Officer Weinberg seconded and the motion passes.
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APPROVAL TO ADOPT PROPOSED AMENDMENT TO RULE 850.2, DEFINITIONS

APPROVAL TO ADOPT PROPOSED AMENDMENT TO RULE 850.28, GENERAL
REQUIREMENTS

Assistant General Counsel Wilson stated that the amendments to rules 850.2 and §50.28
are seller server rules. He stated that these amendments are the result of a recent rule
making petition. He added that no comments were received on these rules.

Acting Presiding Officer Weinberg called for a motion. Commissioner Fredricks
moved to adopt the proposed amendment to Rule 850.2, Definitions. Acting
Presiding Officer Weinberg seconded and the motion passes.

Acting Presiding Officer Weinberg called for a motion. Commissioner Fredricks
moved to adopt the proposed amendment to Rule 850.28, General Requirements.
Acting Presiding Officer Weinberg seconded and the motion passes.

PUBLIC COMMENTS

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

NEXT MEETING DATES: Tuesday, January 28, 2014

ADJOURN

Commissioner Fredricks called for a motion to adjourn. Acting Presiding Officer
Weinberg seconded. The motion was made and seconded. The motion passes.
Acting Presiding Officer Weinberg announced that the meeting was adjourned at
1:13 p.m.
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Commission Update

TCO detects methamphetamine .

Revenue and containers stamped still trending down.

Currently there are 7 vacancies in the licensing division.

New Excise Tax and Marketing Practices Director.

Closing the Gap on the Agency Deficit.

The Survey of Employee Engagement was completed with

a high participation rate and is now being analyzed by UT.

TABC employees participating in the State Employees

Charitable Campaign raised $25,000 for various state and

local charities.

Local Option Elections uPD_ATE

Agents Academy Graduation _
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Trends
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Resulting Administrative Actions
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Trends

Wholesale Sales of Alcoholic Wholesale Sales
Beverages FY 2012 -FY 2013
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Trends

Liquor Retailers
October 2012 - September 2013
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Credit Law

Top Five Credit Law Delinquent Business

Groups

October 2012 - September 2013

Delinquent Owner

Total
Delinquencies

SPEC'S FAMILY PARTNERS LTD./SFP
DISTRIBUTION LLC

$51,926,056.99

ELIXIR LIQUORS INC.

$4,979,574.93

PO-GO'S LIQUORS INC.

$1,750,321.96

POP-A-TOP LTD.

$1,622,377.37

CENTENNIAL BEVERAGE GROUP LLC

$1,310,345.56

Total - Top Five Business Groups

$61,588,676.81

Credit Law Delinquencies by

$17,030,065

22%

$9,662,620
12%

Group
October 2012 - September 2013

m Spec's Family
Partners Group

® Four Remaining Top 5
Delinquent Retail
Groups

All Other Delinquent
Retailers




Next Steps — Credit Law

* Rule Publication (Adoption): Coditying Four Days
e Review of the Commission’s Penalties
e Publication
e Insufficient-check
e Seven-Bytes-At-The-Apple
« Stakeholder Meeting (December 2013)
¢ Recommendation to the Board — Rule (March 2014)

What's sufficient notice?



Holidays

BE SAFE AND ENJOY FAMILY AND FRIENDS
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Human Resources Division Briefing
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Human Resources Projects
2013 thru 2014

Loretta Doty, Director

November 19, 2013



NEOGOV Applicant Tracking System

System Features:

— Online application/career portal

— Online hiring manager’s portal

— Auto-scoring and advanced screening
— Test scheduling, analysis and statistics
— Reports and dashboards

— Variety of job posting options



Project Leaders

e Tiffany Forister
e Merideth Munoz




Personnel Action Form

Partnered with Business Services and
Information Resources:

— Automated the approval process
— Increased accessibility and tracking capability
— Improved quality control



Tuition Reimbursement

Annual enrollment period in June
Undergraduate/Graduate degrees
Major related to TABC position
Reimbursement up to S1000 per term

Successful completion of coursework



Development of CPO Assessiment

e HRD Coordinated with CPS HR Consulting
— Sergeant promotional process
— Agent trainee hiring process (2014)

* Project Phases

— Job Analysis
— Test Development



Job Analysis Workgroup

' t. Ryan Decuire (Houston)

't. Raul Salinas (San Antonio)

[t. Carla Thompson (Arlington)
Sgt. Gilbert Alba (Bryan)

Sgt. Sheila Doyle (Austin)

Sgt. Daniel Reyna (Houston)

Agent Patricia Vidito (Houston)
Agent Jonathan Palacios (Houston)
Agent Frank Caldara (Arlington)




Hiring Processes

e Received and screened more than 2700
employment applications for 176 job postings

e Coordinated three agent trainee hiring
processes (October, January and June)

¢

o

—



New Hires

= White

M Black

m Hispanic
® Female

= Male
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Workforce Analysis

e Exceeded minority statewide availability
— Official/Administrator
— Professional

e Underutilized minority statewide availability
— Service/Maintenance

— Technician
— Skilled Craft



Workforce Analysis

e Exceeded female statewide availability
— Official/Administrator
— Administrative Support

e Underutilized female statewide availability
— Professional
— Service/Maintenance

— Technician
— Skilled Craft



Going Forward

* Hire a recruiter
 Analyze past recruitment efforts

— Retention/Turnover
— Applicant Demographics
— Difficulty in filling
e Develop proactive recruitment and retention
plans
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Briefing Outline

e How we meet the needs of our constituencies
» Members of the Public
» Licensed Businesses
» Agency Employees

e \What’'s Next for TABC



Members of the Public

* Transparency
» Pending Applications
»Issued Licenses and Permits
» Violation History

e Mobility
»Smart Phones and Tablets

* [nteractivity
» Complaints
» Transactions




Solutions for the Public

TABC Public Inquiry System

» Makes information available to the public 24/7 in a query database.
» Reduces the number of telephone calls and Open Records requests.
» www.tabc.state.tx.us/Publiclnquiry

Spirits Texas

» Public Inquiry in a Mobile App (Apple and Android).

» Features: Search for business, Permit type/status, Interactive Map, Concealed hand gun permit,
violations listing

> App Stores: Search “Neubus Spirits Texas”

TABC Complaint Reporting App
> Mobile App (Apple and Android) that allows citizens to report public safety violations of the
Alcoholic Beverage Code such as selling/serving to minors or over service.
»> Apple and Google App Stores: Search “TABC Complaint Reporting”

POETCS Credit Cards

» Real-time payment card transaction system.
» Implemented in Brownsville August 26, 2013.
» Expected completion along the border by December 13, 2013.
» Expected implementation at Sea Ports by January 4, 2014.


http://www.tabc.state.tx.us/PublicInquiry
http://www.tabc.state.tx.us/PublicInquiry

Licensed Businesses

e Ease of Use
» Submit License and Permit Applications and
Supporting Documentation Electronically
e On-Line Payment
»ACH and Credit Card Payments
e Responsiveness
» Status on Applications and Labels




Solutions for Licensees

e \ersa:Online
» Enables businesses to renew licenses and permits online, including making

electronic payments (credit card, debit card and ACH).
» Automatically updates back-end licensing system, Versa:Regulation.

Efficiencies to Business:

* No Postage Efficiencies to TABC:

* No Notary e Automated Process

* Time and Travel e Automatic Summary/Receipt
* 24/7 Accessibility * Automatic Deposits

e Label Approval Inquiry
» Makes approved label information available to the public.
» Consumers can search the database by:
Permit number
Brand name
Trade name
Product type
Approval date
% alcohol by volume



Agency Employees

e Data Input and Access from Anywhere at Anytime
» Enforcement, Auditing, Licensing and Legal
» Original Documentation
» Mobility and 24/7 Access
e Analytic Tools and Reporting
» Dashboards and Performance Measures




Core Business Solutions

 Agency Reporting and Tracking (ARTS) - Anin-house developed application used to
log, track and report a variety of regulatory information.
Features:
» Automated interfaces to Versa:Regulation with information such as applications,
complaints, inspections, protests, temporary licenses and administrative violations.
» Each ARTS item type can be queried using multiple criteria.

. Versa:ReguIation - Agency data base system housing all original and renewal licenses and
permits for all tiers and segments of the alcoholic beverage industry.
Features:
Review/Approve Original Applications and Renewals.
Search - License/Permit, Status, Individual, Location, Owner
Entity Comprehensive View.
Cash Management.
Direct Access to Neubus Image.

YVVVY

* Neubus Imaging
» Agency repository containing images of approved applications, permits, correspondence,
violations, dispositions,...
» Replaced 75 years of hard-copy documents and file cabinets.
» Streamlined the transfer of files during the application & renewal process, leading to 40%
reduction in time to approve an original application.



What’s Next for TABC?

AuditTABC and Mobile Inspections
Monthly Time Allocation (MTA) Automation
Versa:Online — Expansion of Renewal Applications and
Implementation of Original Applications
Virtual Desktops/Access from Anywhere
Online Label Approval Submission
Excise Tax Automation
Redesign the Public Engagement Experience
- Simple, Search-Centric Website
- Extend Mobile Applications
- Customized “My TABC” Accounts
End-to-End Case Management & Workflow Automation
Electronic Fee/Fine/Civil Penalty Collection
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Business Services D

Expenditure Processing

Revenue Processing

Asset Management and Mail Center Services
Purchasing Department

Research and Planning

Budget



Departmental Roles and Contacts

Expenditure Processing
Brenda Rose, Manager

Processed 3,364 Payments to Vendors for goods/services in FY 2013.
Processed 2,870 Payments to Employees for Travel in FY 2013.
TABC processes a minimum of two payrolls each month for
for agency personnel. Staff also processed 734 Personnel
Action forms in FY 2013.
Monthly staff audits and completes data entry into USPS for
proper accounting of time and leave for agency personnel.
Financial Reporting - Annual Financial Report, 941, W-2’s, 1099’s
and various required quarterly reports to Comptroller and
other oversight agencies.



Departmental Roles and Contacts

Revenue Processing
Marilyn Lindsay, Manager

Records Revenue via cash and EFT — 1,920 Cash Deposits and
Transactions in FY 2013 Totaling over $270 million.

Processed 716 Refunds in FY 2013.

Processed 62 Returned Checks in FY 2013 totaling $198,126.

Administered Payments for 11 grants totaling $1.1 million.

Processed 19,308 Labels Transactions in FY 2013.

Financial reporting regarding capital assets in Annual Financial
Report, Financial Reporting to Grantors, and quarterly reporting
to oversight agencies for performance measures and budget
reconciliations.



Departmental Roles and Contacts

Asset Management and Mail Center Services
Warren Sauer, Property Manager

* Track Movement and Location of Property Across State
e Reported Annually
e 5,112 total items Tracked/Inventoried totaling
$17,679,879

e Mail Center
e 138,526 Pieces of Incoming Mail FY 2013
e 124,211 Pieces of Outgoing Mail FY 2013
e 54 003 RTD’s Processed in FY 2013
e Daily Deposit and Warrant pick up at Comptroller’s Office
e Manages Scheduling and Maintenance of Headquarter’s
Pool Vehicles



Departmental Roles and Contacts

Purchasing Department
Domingo Lugo, Manager and HUB Coordinator

* Procure goods and services for the agency
e Number of PO’s issued — 1,618 in FY 2013

e HUB administration
e Total of Expenditures in FY 2013 with HUB’s = $1,100,767.68
e Annual Reporting to Texas Purchasing and Support Services

e Administer agency Procurement Card Program
e 18 Users Across the State
e Random Samplings of Audits of User Logs verify compliance
e Develop and administer test to users every two years



Departmental Roles and Contacts

Research and Planning
Roy Hale, Planner

Track statistical data

Provide Ad Hoc Information to Management

Performance Measure Reporting — quarterly and annually
Annual Non-Financial Report

Customer Survey Analysis — 2,407 surveys received in FY 2013
Audit tracking to Monitor Finding Implementation.



Departmental Roles and Contacts

Budget
Stanley Muli, Budget Analyst

Prepare Legislative Appropriations Request

Prepare Operating Budgets

Monitor Departmental Budgets

Track Capital Expenditures and Capital Budget Limitations
Prepare Monthly Budget Reports for Management
Prepare Reconciliations for USAS, ABEST and TABC Budget



Achievements

Successful Completion of Legislative Session
e Submitted 119 Fiscal Notes to LBB

Financial and Program Coding Restructured for FY 2014

Successful Completion of Internal Audit for Property
Management

Receipt of Credit Card payments for Licensing and Ports of Entry

Timely Submission of all Year End and Year Start Reporting
e Fiscal Size-Up FY2014-15 Biennium
e FY 2013 Annual Report on Performance Measures
e FY 2013 Annual Financial Report
e FY 2013 Non Financial Annual Report
e FY 2013 Fee Survey
e FY 2014 Operating Budget



Initiatives and Challenges

Automated Time and Leave System
 Will allow for automated routing and approval as well as
batch processing for loading data into Comptroller System.

Automation Needed in Following Areas
e Staffing Master
e Revenue Reconciliation
e Administrative Leave
e Budget and Personnel Amendments

Data Integrity in Agency Systems for Research and Planning

Utilize Neubus for Imaging of Financial and Property Records



Questions?




Attachment 5

Approval to Publish Proposed New Rule §45.140,
Verification



November 19, 2013 Commission Meeting, Agenda Item 12:
Approval to Publish Proposed New Rule §45.140, Verification

The Texas Alcoholic Beverage Commission (commission) proposes new 845.140, relating to
Verification, to implement the requirements of Alcoholic Beverage Code (Code) §102.22,
relating to Verification of Use of Facilities.

Code 8102.22(a) requires that a person who holds a Chapter 12 or 13 permit or a Chapter 62 or
63 license must annually verify to the commission that a brewing or manufacturing facility
owned or controlled by that person “is not used to produce malt beverages primarily for a
specific retailer or the retailer’s affiliates”. Code §102.22(b) requires the commission to adopt a
form for the verification.

The commission understands that the statutory language might be subject to different
interpretations. Proposed new 845.140 sets forth the standard verification language that the
commission will use in a form to be promulgated later, and requires that each affected permit or
license holder file that form on or before September 1 of each year. The commission believes
that the proposed language is consistent with its understanding of the legislature’s intent in
adopting that section of the Code.

Martin Wilson, Assistant General Counsel, has determined that for each year of the first five
years that the proposed new rule will be in effect, there will be no fiscal impact on state or local
government.

The proposed new rule will have no fiscal or regulatory impact (beyond the impact of Code
8102.22 itself) on micro-businesses and small businesses or persons regulated by the
commission. There is no anticipated negative impact on local employment.

Mr. Wilson has determined that for each year of the first five years that the proposed new rule
will be in effect, the public will benefit because the form of the verification required by Code
§102.22 will be clear.

Comments on the proposed new rule may be submitted in writing to Martin Wilson, Assistant
General Counsel, Texas Alcoholic Beverage Commission, at P.O. Box 13127, Austin, Texas
78711-3127, or by facsimile transmission to (512) 206-3280. They may also be submitted
electronically through the commission’s public website at
http://www.tabc.state.tx.us/laws/proposed_rules.asp. Comments will be accepted for 30 days
following publication in the Texas Register.
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The staff of the commission will hold a public hearing to receive oral comments on the proposed
new rule on Wednesday, January 8, 2014 at 1:30 p.m. in the commission meeting room at the
commission’s headquarters, which is located at 5806 Mesa Drive in Austin, Texas.

The proposed new rule is authorized by Alcoholic Beverage Code 85.31, which grants authority
to prescribe rules necessary to carry out the provisions of the Code, and §102.22, which requires
the commission to adopt a form.

The proposed new rule affects Alcoholic Beverage Code Chapters 12, 13, 62 and 63, and 885.31,
and 102.22.

SUBCHAPTER F. ANNUAL FILING BY RESIDENT AND NONRESIDENT BREWERS
AND MANUFACTURERS

45.140. Verification. Pursuant to Alcoholic Beverage Code 8102.22, on or before September 1
of each year, each person who holds a permit issued under Chapter 12 or 13 of the Alcoholic
Beverage Code or a license issued under Chapter 62 or 63 of the Alcoholic Beverage Code shall
file with the commission, on a form promulgated by the commission, verification that the
following statement is true: “Since September 1 of last year, no malt beverage that is primarily
produced for sale by a specific retailer or for sale by the retailer’s affiliates has been produced at
a brewing or manufacturing facility owned or controlled by [NAME OF PERMIT/LICENSE

HOLDER]".
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Attachment 6

Approval to Publish Proposed Repeal of Rule
841.72, Invalidation of Stamps



November 19, 2013 Commission Meeting, Agenda Item 13:
Approval to Publish Proposed Repeal of Rule 841.72, Invalidation of Stamps

The Texas Alcoholic Beverage Commission (commission) proposes the repeal of 841.72,
relating to Invalidation of Stamps.

The commission recently amended 841.71, Identification Stamps and Local Distributor’s
Records, to address the requirements regarding identification stamps for both a holder of
a local distributor’s permit and a retail permittee. That rule change became effective on
October 24, 2013. Section 41.72 contains the same requirements regarding identification
stamps for retail permittees that are now found in the amended §41.71. There is no need
to duplicate the requirements for retail permittees in two rules. Since the need for 841.72
no longer exists, the commission proposes to repeal it.

Section 41.72 was also reviewed under Government Code §2001.039, which requires
each state agency to periodically review and consider for readoption each of its rules.
The commission has determined that the need for the rule no longer exists and that it
should be repealed.

Martin Wilson, Assistant General Counsel, has determined that for each year of the first
five years that the proposed repeal will be in effect, there will be no fiscal impact on state
or local government attributable to the repeal.

The proposed repeal will have no fiscal or regulatory impact on micro-businesses and
small businesses or persons regulated by the commission. There is no anticipated
negative impact on local employment.

Mr. Wilson has determined that for each year of the first five years that the proposed
repeal will be in effect, the public will benefit because unnecessary and possibly
confusing duplication of requirements in the commission’s rules will be avoided.

Comments on the proposed repeal may be submitted in writing to Martin Wilson,
Assistant General Counsel, Texas Alcoholic Beverage Commission, at P.O. Box 13127,
Austin, Texas 78711-3127, or by facsimile transmission to (512) 206-3280. They may
also be submitted electronically through the commission’s public website at
http://www.tabc.state.tx.us/laws/proposed_rules.asp. Comments will be accepted for 30
days following publication in the Texas Register.
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The staff of the commission will hold a public hearing to receive oral comments on the
proposed repeal on Wednesday, January 8, 2014 at 1:30 p.m. in the commission meeting
room at the commission’s headquarters, which is located at 5806 Mesa Drive in Austin,
Texas.

The proposed repeal is authorized by Alcoholic Beverage Code 85.31, which grants
authority to prescribe rules necessary to carry out the provisions of the Code, and by
Government Code 82001.039, which requires the agency to periodically review its rules
to determine whether the need for them continues to exist.

The proposed repeal affects Alcoholic Beverage Code Chapters 28 and 32, and 85.31, as
well as Government Code §2001.039.
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Attachment 7

Approval to Publish Proposed Amendment to
Rule §845.117, Gifts and Advertising Specialties



845.117 Gifts and Advertising Specialties.

(@ General.

1) This section is enacted pursuant to Alcoholic Beverage Code 88102.07(b),
102.07(d), 108.042 and 109.58.

(@) This section applies to buyers, sellers and consumers of liquor.

(b)  Gifts to consumers. Manufacturers and wholesalers may furnish gifts to consumers.

1) The gifts shall be offered consistently with the restrictions contained in Alcoholic
Beverage Code §102.07(d).

(@) The items given may be novelty items of limited value. Such items shall be
designed to promote a specific product or brand and may have a utilitarian function in addition to
product promotion.

3 Liguor may be purchased for consumers provided that such beverages are
consumed on retail licensed premises in the presence of the purchaser. Such purchases shall not
be excessive. All members of the manufacturing and wholesaler tiers participating in promotions
authorized by this paragraph must hold an agent's permit or manufacturer's agent's permit.

4) Manufacturers and wholesalers may, as a social courtesy, provide liquor or other
things of value to unlicensed persons who are not employed or affiliated with the holder of a
retail license or permit.

(c) Gifts to Retailers. Manufacturers and wholesalers may furnish advertising specialties to
retailers.

1) Advertising specialties are things designed to advertise or promote a specific
product or brand. Such items may have a utilitarian function in addition to product promotion.

(@) The total cost of all advertising specialties furnished to a retailer shall not exceed
$101 per brand per calendar year. Dollar limitations may not be pooled to provide a retailer with
advertising specialties in excess of the maximum permitted under this subsection.

(d)  Service provided to retailer.

1) Manufactures and wholesalers may service and repair items furnished to retailers
under the provisions of this rule.

(@) Manufactures and wholesalers may furnish meeting rooms to retailers for
purposes of product promotions. In no event shall anything be furnished to retailers except
samples of the manufacturer's or wholesaler's product or food provided as a courtesy in
accompaniment to such samples.

(3) The holder of a wholesaler's, general class B wholesaler's, local class B
wholesaler's permit, or the permit holder's agent, may furnish and install shanks, washers, hose
and hose connections, tap rods, tap markers, and coil cleaning service necessary for the proper
delivery and dispensing of wine.

(e)  Gifts to Unlicensed Organizations. Manufacturers and wholesalers may donate money,
liquor or other things of value to unlicensed civic, religious, or charitable organizations.

1) Liguor may only be given for consumption in wet areas.

@) Advertising of events sponsored by organizations receiving donations shall
include promotion of the organization sponsor or cause in a manner at least equal to or greater
than the advertising of the industry donor.

(3) "Unlicensed" means not having a permit or license authorizing the sale or service

of alcoholic beverages.

() Signs provided to retailers.




(1) Wholesalers and members of the manufacturing tier authorized to sell to retailers
may furnish, give or sell interior signs to retailers.

(2) A sign is a thing whose primary purpose is the advertisement of a brand or
product or the price thereof.

(3) A sign furnished by a wholesaler or authorized member of the manufacturing tier
may not bear the name, logo or trademark of a specific retailer.

(4) No manufacturing tier member or wholesaler may paint, improve or remodel a
retailer's buildings or parts of buildings, inside or out, or finance any improvements thereto.




Attachment 8

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



November 19, 2013 Commission Meeting, Agenda Item 15:
Approval to Adopt Proposed Amendment to Rule 45.121, Credit Restrictions and
Delinquent List for Liquor

The Texas Alcoholic Beverage Commission (commission) adopts an amendment to
845.121, relating to Credit Restrictions and Delinquent List for Liquor, with a change to
the text as published in the August 16, 2013 issue of the Texas Register (38 TexReg
5169). Several comments were received.

The amendment conforms the rule to the requirements of Alcoholic Beverage Code
(Code) §102.32, as modified by House Bill No. 2806, 83" Legislature, Regular Session,
regarding credit law, and to the requirements of Code §109.64, added by Senate Bill No.
652, 83" Legislature, Regular Session, regarding industrial permittees.

House Bill No. 2806, 83™ Legislature, Regular Session, creates a new statutory grace
period by declaring that a payment is not delinquent if it is received by the fourth
business day after the statutory due date (which it does not change). The proposed
amendment revises delinquent list reporting requirements to comply with the
requirements of House Bill No. 2806.

Senate Bill No. 652, 83" Legislature, Regular Session, provides that an industrial
permittee making a bulk purchase of liquor from a wholesaler is treated under the credit
law in the same manner as a retailer. The proposed amendment adds industrial
permittees making such purchases to those subject to credit law requirements, including
the delinquent list.

Comments were received from Republic National Distributing Company (Republic) and
Licensed Beverage Distributors (LBD) asking that the commission address the issue of
unpaid checks being returned after the fourth business day after the due date. Prior to
Code 8102.32(c) being amended, the commission’s rules required cash equivalent
payments after the due date so the problem of checks being returned after the delinquent
list reporting deadline was not an issue. However, the cash equivalent requirement was
tied to delinquency, and Code 8102.32(c) as amended is explicit that a payment is not
delinquent if it is received by the fourth business day after the due date.

Republic requested that the commission add a requirement that to avoid delinquency,
payment must be received at the wholesaler’s principal accounting office by noon or 3:00
p.m. on the fourth business day. The Texas Package Store Association (TPSA) and the
Texas Restaurant Association (TRA) opposed this suggestion and recommended that the
rule be adopted as published. The commission believes this would add a substantive
requirement that the legislature failed to require when it amended Code §102.32 this year.
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Because the legislature addressed this issue so recently and chose to take the issue of the
timing of delinquency out of the commission’s hands, the commission declines the
requested change.

More generally, Republic and LBD requested that the commission provide a method for
reporting to it those insufficient funds checks that fail to be reported on the published
delinquent list. Further, they requested that these incidents be penalized.

The text adopted in 845.121(b)(3) differs from the proposed text in that it adds a
clarification that an insufficient funds check that is returned to the sender as unpaid after
the fourth business day after the due date is also a delinquent payment. Having a
payment returned to the seller as unpaid is only a reportable delinquent payment if it
remains unpaid after the fourth business day after the due date. When a check is returned
but is made good before or during those four business days, then the payment is not
delinquent under the terms of Code 8102.32(c) as amended by House Bill No. 2806.

Although this clarification identifies these insufficient funds checks as delinquencies, it
does not address the wholesaler’s request that penalties be assessed for these
delinquencies. Because insufficient funds checks are generally resolved before the
delinquent list is actually published, delivery is never suspended to those accounts. This
can result in a de facto, and unwilling, extension of credit beyond the time specified in
the Code. The wholesalers believe that assessing penalties would serve as a deterrent to
this practice.

The commission is sympathetic to these concerns. Indeed, comments made by TPSA
indicated that it was not necessarily opposed to the concept. However, both TPSA and
the TRA expressed concerns about what the penalties would be and how and when they
would be assessed. The commission plans to address the issue of penalties at a later date,
after a stakeholder’s meeting involving all parties. The commission’s ability to track
these delinquencies that disappear from the delinquent list before it is published must also
be considered.

The amendment is adopted under the authority of Alcoholic Beverage Code §5.31, which
grants authority to prescribe rules necessary to carry out the provisions of the Code.

845.121 Credit Restrictions and Delinquent List for Liquor.*

e Additions to the current rule are underlined. Deletions from the current rule are
struck through. Changes from the proposed rule are highlighted in yellow.

(@) Purpose. This section implements 88102.32, 11.61(b)(2), anrd 11.66, and 109.64
of the Texas Alcoholic Beverage Code (Code).
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(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 i-is+equired-to-be-paid-by
under 8102.32(c) of the Code, or is returned to the seller as unpaid for any reason after
the fourth business day after the date payment is due 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 8109.64, 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 8206.01 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.
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(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.

(@) 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-er 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.

() 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
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(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.

2 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 §11.61(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.

()  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-orbefore 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-or-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

date-delivered-to-the-mail-delivery-service: A payment hand delivered to an individual
authorized to accept payment on behalf of the Seller is deemed received-made when the
authorized individual takes possession of the payment.
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Attachment 9

Approval to Adopt Proposed Amendment to Rule
845.131, Payment Regulations for Malt Beverages



November 19, 2013 Commission Meeting, Agenda Item 16:
Approval to adopt Proposed Amendment to Rule §45.131, Payment Regulations for
Certain Malt Beverages

The Texas Alcoholic Beverage Commission (commission) adopts an amendment to
845.131, relating to Payment Regulations for Malt Beverages, with changes to the text as
published in the August 16, 2013 issue of the Texas Register (38 TexReg 5171). No
comments were received.

The amendment conforms the rule to the requirements of Alcoholic Beverage Code
(Code) §74.08, added by Senate Bill No. 515, 83" Legislature, Regular Session,
authorizing brewpub licensees to sell their malt beverages to retailers, and to the
requirements of Code §62A.02(c), added by Senate Bill No. 517, 83 Legislature,
Regular Session, regarding a manufacturer’s self-distribution license.

Code Chapter 62A creates a new license available to certain manufacturers that
authorizes them to distribute their product to retailers. When engaging in the activities
authorized by this new self-distribution license, they are subject to the same regulatory
requirements as distributors. This places them under the cash law requirements of
Alcoholic Beverage Code 8102.31. The amendment classifies holders of self-distribution
licenses as sellers for purposes of the rule, in compliance with Code 862A.02(c).

The proposed amendment also applies the cash law requirements of Alcoholic Beverage
Code 8102.31 to the holder of a brewpub license selling its beer to retailers under Code
§74.08.

The text of §45.131(a)(7), defining “seller”, as adopted differs from the text as published.
The language regarding the various types of sellers is rearranged to avoid ambiguities
that became apparent in the proposed rule.

Also, the situation in which cash law requirements are applied to brewpubs is corrected to
conform to the Code. The proposed rule would have applied Code §102.31(a)(2) to
brewpubs. But the later-enacted and more specific language of Code §74.08(c) should
apply. The change regarding when cash law applies to brewpubs was discussed at a
stakeholder’s meeting but no comments were received.

The amendment is adopted under the authority of Alcoholic Beverage Code §5.31, which
grants authority to prescribe rules necessary to carry out the provisions of the Code.
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845.131 Payment Regulations for Certain Malt Beverages.

(@) Purpose. This rule implements §§102.31,3+6Hb}2)11.66,-61.72-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.

(@) 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 local distributor’s permit when selling malt
beverages to a mixed beverage or daily temporary mixed beverage permittee, the holder
of a brewpub license when selling beer, the holder of a general, local or branch
distributor’s license, and the holder of a manufacturer’s self distribution license, 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.

(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, 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.

1) 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.
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@) 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.

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.

(F)  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.

(g) Penalty for Violation. An action to cancel or suspend a permit or license may be
initiated under §811-61,28-12-61-71,61-73-6r-61-+4-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.

(h)  Calculation of Time. Sundays and legal holidays are not counted in determining
time periods under this section.
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Attachment 10

Approval to Adopt Proposed Repeal of Rule 833.3,
Brewpub License Fees



November 19, 2013 Commission Meeting, Agenda Item 17:
Approval to Adopt Proposed Repeal of Rule 833.3, Brewpub License Fees

The Texas Alcoholic Beverage Commission (commission) repeals 8§33.3, relating to
Brewpub License Fees, as proposed in the October 11, 2013 issue of the Texas Register
(38 TexReg 7027). No comments were received.

Because of changes to the process for filing applications for licenses made by Senate Bill
No. 1035, 83" Regular Session of the Texas Legislature, the rule is no longer accurate
and is no longer required. Rule 833.3 was also reviewed under Government Code
82001.039, which requires each state agency to periodically review and consider for
readoption each of its rules. The commission has determined that the need for the rule no
longer exists.

The rule is repealed pursuant to Alcoholic Beverage Code §5.31, which grants authority
to prescribe rules necessary to carry out the provisions of the Code, and Government
Code 82001.039, which requires the agency to periodically review its rules to determine
whether the need for them continues to exist.
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Attachment 11

Approval to Adopt Proposed Amendment to Rule
835.6, Regional Forwarding Centers



November 19, 2013 Commission Meeting, Agenda Item 18:
Approval to Adopt Proposed Amendment to Rule §35.6, Regional Forwarding Centers

The Texas Alcoholic Beverage Commission (commission) adopts an amendment to 835.6,
relating to Regional Forwarding Centers, with changes to the text as published in the October 11,
2013 issue of the Texas Register (38 TexReg 7029). One comment was received, and the rule is
being modified in response to it.

The amendment eliminates a monthly reporting requirement and replaces it with a requirement
that records be maintained on-site for a period of four years. Rule 835.6 was also reviewed
under Government Code §2001.039, which requires each state agency to periodically review and
consider for readoption each of its rules. The commission has determined that the need for the
rule continues to exist but that it should be amended.

Kimberly Frost filed a written comment stating that proposed 835.6(c)(6), requiring the name of
the “TABC permitted carrier” making delivery and transfer, “should only apply to liquor because
a carrier permit is not required to transport beer”. There may be situations where the proposed
paragraph does apply to beer. If the beer is being transported interstate, then Code 867.01
requires the carrier to have a carrier’s permit issued under Code Chapter 41 and provides that all
provisions of Chapter 41 relating to the transportation of liquor also apply to the transportation of
beer. Section 35.6(c)(6) is being clarified to make it clear that it does not impose an affirmative
obligation to obtain a carrier’s permit if one is not required by the Code. If the carrier is required
to have a permit it should be recorded pursuant to 835.6(c)(6). If the carrier is not required to
have a permit, the name of the carrier making delivery and transfer should still be recorded but
there will be no requirement to identify it as having a permit from the commission.

The amendment is adopted pursuant to Alcoholic Beverage Code 85.31, which grants authority
to prescribe rules necessary to carry out the provisions of the Code, and Government Code
82001.039, which requires the agency to periodically review its rules to determine whether the
need for them continues to exist.

835.6, Regional Forwarding Centers

(@) This rule relates to Alcoholic Beverage Code, 8837.01(2), 62.08, 63.01 and 42.01(a).

(b) Members of the manufacturing tier who are transporting alcoholic beverages into the state, or
from point to point within the state under the authority of 8837.01(2), 42.01(a), 62.08(a) and
63.01 may temporarily hold such alcoholic beverages in a regional forwarding center, subject to
the following conditions:

(1) A regional forwarding center is a facility wherein alcoholic beverages may be held
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under the control of the manufacturing tier member responsible for shipping the alcoholic
beverages.

(2) The regional forwarding center may be operated by a third party who acts as the agent
of the manufacturing tier member in arranging for interstate or intrastate shipments of alcoholic
beverages to permittees and licensees authorized to receive such beverages or for shipment to
locations outside the state.

(3) No member of the wholesale or retail tiers of the alcoholic beverage industry may,
directly or indirectly, hold any interest in, or right of operation of a regional forwarding center.

(4) No sale of alcoholic beverages may be made to a person or entity from a regional
forwarding center. For purposes of this rule, a "sale” occurs when an order is taken and/or
payment is made.

(5) No member of the retail tier may take delivery of alcoholic beverages at a regional
forwarding center.

(6) A regional forwarding center must be located in an area that is wet for the type of
alcoholic beverages held therein.

(7) A licensee or permittee, by using a regional forwarding center under the authority of
this rule, consents to inspection of such facility by the commission, its agents or employees, or
any peace officer, to the same extent as consent is given for inspection of licensed premises by
§101.04 of the Alcoholic Beverage Code.

(c) Licensees and permittees using regional forwarding centers under the authority of this rule
shall maintain a record at the regional forwarding center with information relating to specific
shipments entered into the record on the day the shipment is received or sent. The record shall
show:

(1) invoice number for each receipt and transfer;

(2) date for each receipt and transfer;

(3) point of origin for each receipt;

(4) destination (name and address) for each transfer;

(5) type of alcoholic beverages and total gallons for each receipt and transfer; and

(6) name of the carrier making delivery and transfer, and its TABC permit number if one is
required by the Alcoholic Beverage Code.

(d) &) Licensees and permittees using regional forwarding centers under the authority of this
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rule shall pay an annual fee of $1,000 to the commission.

(e) All such records shall be kept for a period of four years.
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Attachment 12

Approval to Adopt Proposed Amendment to Rule
841.61, Sacramental Wine



November 19, 2013 Commission Meeting, Agenda Item 19:
Approval to Adopt Proposed Amendment to Rule 841.61, Permission and Records

The Texas Alcoholic Beverage Commission (commission) adopts an amendment to 841.61,
retitled as Permission and Records, without changes to the proposed text as published in the
October 11, 2013 issue of the Texas Register (38 TexReg 7030). No comments were received.
The rule will not be republished.

The amendment removes the requirement that a minister, priest, rabbi or authorized head of a
religious organization who wishes to obtain wine tax free for supplemental purposes must apply
for a Permit to Obtain Tax Free Wine for Sacramental Purposes. It retains the requirement that
the wholesaler or winery providing such wine obtain a letter from the minister, priest, rabbi or
authorized head of the religious organization verifying that the wine will be used for sacramental
purposes.

The amendment is adopted pursuant to Alcoholic Beverage Code 85.31, which grants authority
to prescribe rules necessary to carry out the provisions of the Code, and Government Code
82001.039, which requires the agency to periodically review its rules to determine whether the
need for them continues to exist.

841.61. Permission and Repe¥ts Records.

(@  Any minister, priest, rabbi, or the authorized head of any religious organization whe
des#es—te may obtaln any wine tax free for sacramental purposes —tax—#ee—s-hal—l—ﬁ%st—preeere

(c) Eachwholesaler, class B wholesaler, or winery;-orwine-beottler shall, for each
transaction, obtain a letter from the minister, priest, rabbi, or other authorized head of any
religious organization who obtains from him any wine for sacramental purposes, tax-free, to the
effect that said wine will be used for sacramental purposes. In computing tax liability, no credit
shall be allowed for such transactions unless such letter is submitted as documentary proof that
such wine was delivered to a minister, priest, rabbi, or other authorized head of a religious
organization, and such letter shall be kept available for the inspection of a representative of the
commission for a period of at least two years.

Page 1 of 1



Attachment 13

Approval to Adopt Proposed Amendment to Rule
850.2, Definitions



November 19, 2013 Commission Meeting, Agenda Item 20:
Approval to Adopt Proposed Amendment to Rule 850.2, Definitions

The Texas Alcoholic Beverage Commission (commission) adopts an amendment to 850.2,
relating to Definitions, without changes to the text published in the October 11, 2013 issue of the
Texas Register (38 TexReg 7031). The commission received one comment, which supported
adoption of the proposed amendment.

The amendment adds a definition of “commission-approved personal identification number” in
connection with seller server training programs. The phrase “commission-approved personal
identification number” is used in 850.10(e)(3) and 850.10 (f)(2)(D) to designate information that
each seller server training school must include in its report of seller training, along with the
student’s name, date of birth, test score and certificate number. The phrase has not heretofore
been defined in the commission’s rules. This new definition, along with an amendment to
850.28 that is being adopted simultaneously, may allow seller server training schools to report
more students to the commission. The commission uses these reports, among other things, to

issue affidavits verifying that certificates have been issued to certain students.

The amendment defines “commission-approved personal identification number” to be one of
four types of numbers: a social security number; an individual taxpayer identification number
(referred to as an ITIN); an alien registration number (referred to as an “A” number); or the 1V
case number from a machine-readable immigrant visa (referred to as an MRIV). The first two
types of numbers are issued by the Internal Revenue Service. The remaining two types of
numbers are issued by the United States Department of Homeland Security, United States

Citizenship and Immigration Services.

East Texas Seller Training filed written comments on October 22, 2013 supporting adoption of
the proposed amendment and stating that adoption could allow many more workers to be

certified.

The amendment is adopted pursuant to Alcoholic Beverage Code 85.31, which grants authority

to prescribe rules necessary to carry out the provisions of the Code, and Alcoholic Beverage
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Code 8106.14, which requires the commission to adopt rules establishing the minimum

requirements for approved seller training programs.

§50.2 Definitions.

Words used in this chapter have their common and ordinary meaning unless they are given a specific
meaning in the code or are defined in this section.

(1) Applicant--The individual and/or each owner, officer, director, manager or trainer
of a legal entity who applies to the commission for a certificate under this chapter.

(2) Branch Seller Server School Certificate--A certificate issued by the commission
to the holder of a Primary Seller Server School Certificate granting the same authority as the
Primary certificate but at a site that is designated on the Branch Certificate and that is different
from that designated on the Primary certificate.

(3) Break--An interruption in a course of instruction occurring after the lesson
introduction and before the lesson summation.

(4) Classroom-Based Seller Server School Certificate--A Primary or Branch Seller
Server School Certificate issued by the commission under this chapter to a school that:

(A) has authority under this chapter to offer instruction and issue seller server
certificates; and

(B) does not qualify for either an In-House Seller Server School Certificate or
an Internet-Based Seller Server School Certificate.

(5) Commission-Approved Personal ldentification Number — A social security

number, an individual taxpayer identification number (ITIN), an alien reqgistration number (“A”

number), or the IV case number from a machine-readable immigrant visa (MRIV).

6) [59] Course of Instruction--The mandatory curriculum and the optional
curriculum used to teach a seller server certificate course.

() [8)] Incomplete application--An application that fails to include all facts,
disclosures, documents, statements, authorizations, signatures and fees required by this chapter
or requested by the commission for issuance of a certificate.

8) [(A] In-House Seller Server School Certificate--A Primary or Branch Seller
Server School Certificate issued by the commission under this chapter to a school sponsored or

operated by a retail permittee or licensee and that has authority under this chapter to offer
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instruction on either a classroom basis or a computer basis and to issue seller server certificates.

9) [63)] Internet-Based Seller Server School Certificate--A Primary or Branch
Seller Server School Certificate issued by the commission under this chapter to a school offering
an interactive course on the internet or intranet that:

(A)  has authority under this chapter to offer instruction and issue seller server
certificates; and
(B)  does not qualify for either a Classroom-Based Seller Server School

Certificate or an In-House Seller Server School Certificate.

(10) [99] Mandatory Curriculum--The curriculum provided by the commission that
must be used by a certified school teaching a seller server certificate course.

(11) [€99] Optional Curriculum--Any curriculum not provided by the commission
that is used by a school to teach a seller server certificate course.

(12) [&3)] Primary Seller Server School Certificate--A certificate issued by the
commission under this chapter granting authority to:

(A)  offer instruction and maintain records at the school’s principal site
designated on the primary certificate; and
(B)  issue seller server certificates.

(13) [(£2)]  School--The holder of a Primary or Branch Seller Server School
Certificate issued by the commission.

(14) [3)] Seller Server Certificate--A certificate issued to an individual who
completes a course of instruction offered by a school and who passes the Commission Standard
Competence Test.

(15) [€4)] Seller Server Certificate Course--A class providing instruction in the sale,
service, dispensing, delivery and consumption of alcoholic beverages to or by persons in private
clubs, minors or intoxicated persons, and that is designed to enable students to pass the
Commission Standard Competence Test and receive a seller server certificate.

(16) [€5)] Trainer--An individual who holds a Seller Server Trainer Certificate
issued under this chapter.
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Attachment 14

Approval to Adopt Proposed Amendment to Rule
850.28, General Requirements



November 19, 2013 Commission Meeting, Agenda Item 21:
Approval to Adopt Proposed Amendment to Rule 850.28, General Requirements

The Texas Alcoholic Beverage Commission (commission) adopts an amendment to 850.28,
relating to Verification and Expiration of Certificate, without changes to the text published in the
October 11, 2013 issue of the Texas Register (38 TexReg 7032). The commission received one
comment, which supported adoption of the proposed amendment.

The amendment deletes the requirement that a seller server student be a United States citizen or
be legally authorized to work in the United States and specifies the information that must be
provided to the commission with a request to verify that a student has been certified. As a result
of these changes, the section is also retitled. With the elimination of the citizenship/legal status
requirement, it is appropriate to designate what forms of identification are now acceptable. The
commission is simultaneously adopting an amendment to Rule 850.2 to define acceptable forms
of identification in terms of a commission-approved personal identification number.

East Texas Seller training filed written comments on October 22, 2013 supporting adoption of
the proposed amendment.

The amendment is adopted pursuant to Alcoholic Beverage Code 85.31, which grants authority
to prescribe rules necessary to carry out the provisions of the Code, and Alcoholic Beverage
Code 8106.14, which requires the commission to adopt rules establishing the minimum
requirements for approved seller training programs.

850.28 Verification and Expiration of Certificate [General-Reguirements] .

(@ The commission can only issue an affidavit verifying that a seller server certificate has
been issued to a student if:
(1) the request for verification includes the student’s name, date of birth, and a
commission-approved personal identification number; or
(2) the request for verification includes the student’s name, date of birth, and the
certificate number of the certificate that is the subject of the verification request, if a
commission-approved personal identification number is not available. [Anr-applicantfora-seler
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(b) [ A certificate issued under this chapter [seetion] will
anniversary of the date it is issued.
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