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supplement the on-site audits that occur twice per year. Written notifications to package agencies

of these policies and procedures will go out during the second week of January. These written
policies and procedures should reduce the risk of future unauthorized procedural changes by
employees and provide a reference point for continued future review and revision.

For recommendation#2, one aspect of that is already in progress. Package agencies were
notified by letter in December 201 I that in 2012 the Covert Underage Buyer ("CUB") program is

being extended to package agencies. All type-2 and type-3 package agencies will receive CUB
visits in2012.

The issue of a more formal process for establishing and adjusting consignment amounts is
an areawhere I am committed to help the DABC Commission in their discussion. Commission
members have been discussing this issue for months. I believe the current Department practice of
reducing consignment inventory based on shortages has established a good starting point, and I
look forward to further discussions with the Commission to continue to refine the policies.

I agree with recommendation #3, and I hope the Legislature makes that change to add the

DABC to the Utah Internal Audit Act. In connection with that, I also agree with recommendation
#4, that the DABC Commission develop an internal audit division. However, this is the only area

where I have a minor difference of opinion with the auditors. I cannot agree that "most" resources

for an internal audit division are already present at DABC. While resources exist to put some

personnel in place for that function, my opinion is that some additional resources are necessary to
get personnel with the proper skills and abilities. In all of my assignments in state goverrlment I
have believed in doing things in a fiscally sound way, but with enough resources to be successful. I
hope to work through the necessary structural and budget issues during this next Legislative
Session so that we will be able to report back on full implementation of this recommendation.

I have said before that I am honestly optimistic about the DABC's future, and I believe this

and other legislative audits are helping build that future. I appreciate the audit team's work to help
the DABC operate in a more transparent and accountable way.

Sincerely,
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cc: Commission Chair Richard J. Speny
Commission Vice-Chair Jeffrey Wright
Commissioner Kathleen McConkie Collinwood
Commissioner David L. Gladwell
Commissioner Constance White
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