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RE: Comments on the Department of Alcoholic Beverage Control’s Proposed Emergency 
Regulation Procedures for Administrative Actions Against Alcohol Licenses 

Introduction – The “Emergency Regulations” are Not Limited to Emergencies, are Not Necessary, 
Violate the APA and the California Constitution and are an Invitation to Corruption. 

This letter comments upon the Department of Alcoholic Beverage Control’s (the “ABC”) May 18, 
2020 “notice of proposed emergency rulemaking in the alcohol industry due to the COVID-19 
pandemic and state of emergency” as transmitted to the Office of Administrative Law (OAL) for 
adoption. 

The rulemaking proposals, if adopted, deny Due Process to licensees, eliminate long established 
procedural and substantive protections for licensees outlined in relevant and binding statutes 
and regulations, including the Administrative Procedures Act (“APA”). The proposals are not 
necessary for the purpose stated and no specific facts or substantial evidence justifying the 
proposals are provided by the ABC. 

The rule proposals confer broad new powers on the ABC not limited to time periods when 
Shelter-In-Place and similar state-wide or local emergency orders are in effect and not limited to 
legitimate emergency situations.  There is no justification for the invocation of “emergency” 
powers during the non-emergency situations described in the proposal, and there is no 
justification for overriding the statutory and administrative due process protections provided to 
licensees by the California Constitution, the ABC Act, the Government Code and the 
Administrative Procedure Act solely for the convenience of the ABC.   

Sufficient police powers already exist to address any licensee, or any other person, willfully 
violating any legitimate order of a government authority.  Further, the very purpose of the ABC 
Act, adopted as Article 20, Section 22 of the California Constitution, is thwarted by the proposed 
adoption of “emergency rules” specifically adopted to permit the ABC to avoid the oversight 
provided by the discovery, hearing and due process provisions of the Administrative Procedure 
Act; including oversight by the independent ABC Appeals Board. 
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The most important original purpose of the ABC Act, and the due process provisions it provided, 
was to protect licensees and the general public from arbitrary and capricious agency action and 
exposure to acts of official corruption by those who would use the power and authority of their 
position to profit from the result.  This is not hypothetical.  The very creation of the ABC (out of 
the Board of Equalization) was occasioned by decades of corruption by enforcement authorities 
vested with power over alcohol licensees.  This history is reviewed on the official state Board of 
Equalization history webpage.  That page is attached as Exhibit A. 

This is not an historical problem.  Exhibit B is a copy of a 2018 U.S. District Court, Central 
California, Grand Jury Indictment of an ABC District Administrator and a co-conspirator for 
bribery, extortion and kickbacks by threatening licensees with fictitious violations and the threat 
of filing Accusations to revoke their licenses. This scheme stretched from 2013 to 2017 and 
operated because the participants threatened the licensees with violations to extort money and 
favors while permitting unlawful activity (including prostitution) to occur.    

Imagine the power a rogue agent would have if the OAL approves the removal of due process 
protections and authorizes immediate sanctions for accused (or just investigated and threatened) 
licensees.  The intimidation factor alone vests the individual agents with the virtual power of life 
and death over alcohol licensees and alcohol businesses. No law enforcement agent should have 
such unrestrained power and, make no mistake, the “hearing” process in the “emergency” rules 
is designed in such a way as to make it functionally unavailing to the normal licensee. 

There are No Facts or Evidence Cited by the ABC in its Notice - Much Less the “Specific Facts 
and Substantial Evidence” Required by Government Code Section 11460.20 

The ABC has not presented facts or evidence sufficient to show an emergency exists related to 
ABC enforcement, nor has it demonstrated a need for the immediate adoption of the proposed 
regulations. The authority cited by the ABC to justify this action, Government Code section 
11460.20, does not permit the adoption of these emergency regulations unless the ABC provides 
specific facts and substantial evidence of the necessity of the emergency regulation.    

The examples in subsection (b) of the proposed regulation describe nothing more than 
enforcement situations already commonly (and normally) addressed by the ABC in its regular day 
to day enforcement work across the state.   This is reviewed below, example by example. 

The ABC’s “Factual Basis of the Emergency” is notably lacking specific facts and evidence 
supporting its finding of an “Emergency” with vague statements such as: 

Recently the Department began to receive complaints that some ABC Licensees are 
disregarding the laws and regulations set by the Department or orders from local 
officials and are thereby harming the public health, safety and welfare. 
… 
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The delays attendant to the normal administrative disciplinary process would fail to 
resolve the immediate threat caused by licensee violations of public health orders 
during the existing declared state of emergency. 
… 
[A]nd excessively high violation rates being reported.

Government Code 11342.545(b)(2) expressly rejects such general statements as sufficient to 
support a finding of an emergency:  “A finding of emergency based only upon expediency, 
convenience, best interest, general public need, or speculation, is not adequate to demonstrate 
the existence of an emergency.” 

The Cambridge English Dictionary defines “emergency” as: “Something dangerous or serious, such as an 
accident that happens suddenly or unexpectedly and needs fast action in order to avoid harmful 
results”. 

ABC’s vague statement of facts is void of any facts showing that the violation for which ABC 
states requires emergency action is “sudden” or “unexpected” (or even exists).  The first line of 
enforcement to accomplish compliance with the state and local public health orders lies with 
local police enforcement; not with the ABC immediately suspending an ABC license.   

ABC enforcement agents already cooperate with local police when necessary and respond when 
requested to enforcement situations. There is no evidence that local police enforcement cannot 
immediately handle potential or actual violation of stay at home or closure for public health 
orders.   

There is simply no evidence - no studies, no articles, no actual examples- presented showing the 
justification for stripping licensees of the opportunity to defend themselves against ABC 
enforcement actions when subsection (b) enforcement offenses are purportedly encountered by 
ABC investigators.  The ABC statements show that the only interests served by the emergency 
rules are “expediency,” “convenience” and “speculation.”  Those interests are not adequate to 
demonstrate the existence of an emergency. 

Subsection (b) Disciplinary Action and Offenses – Why Due Process Matters 

ABC disciplinary actions have serious financial impacts on licensees and their employees; 
penalties can include fines, license suspensions, license revocations and criminal liability. The 
right of a licensed winery, brewery, distillery, restaurant, hotel, entertainment venue, sports 
stadium or other licensed business to survive is at stake if their basic right to sell alcoholic 
beverages is subject to being revoked at the whim of an angry neighbor, overzealous local police 
department or competitor filing a false or misleading claim on the unlimited grounds listed in the 
proposed emergency regulations.  
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Can there be a broader grant of unlimited authority than the ninth (9th) of the proposed 
emergency regulations? 
 
(9) Any other conduct that has a similar impact on to the public health, safety, and welfare as the 
foregoing list. 
 
That list, items (1) through (8) on the notice of proposed emergency regulations, are similarly 
flawed, unnecessary and are not emergencies as required by Government Code 11342.545(b)(2). 
 
Of equal concern is ABC’s statement it will soon propose “how these changes will be made 
permanent once the COVID-19 pandemic has passed”.  First, can there be any better evidence 
that ABC is simply using the COVID-19 “emergency” to improperly seek to increase its own 
regulatory power at the expense of licensees’ due process rights? Second, there does not appear 
to be any connection in the actual proposed rule changes to the COVID-19 emergency.  
 
The ABC’s right to seek emergency rules at all dates to September 2019 (before COVID-19) when 
it contemplated how it could use an emergency to increase its power.  Well, luckily enough for 
the ABC it got the emergency it wanted to mask its agenda of doing away with pre-sanction 
hearing rights, due process and functional ABC Appeals Board oversight. 
 
Consider the nature of each listed offense that would be punishable almost instantly under the 
emergency regulation (rather than having to be proved as an offense in a hearing where there is 
pre-hearing discovery, witnesses are subject to cross-examination, and the Judge’s ruling is 
subject to correction on appeal by an appellate body that specializes in ABC regulatory law), how 
it can be abused and the standard of proof typically required to state a violation: 

 
(b) If occurring on a licensed premises, any adjoining property rented or leased by a licensee, or 
reasonably connected to the operation of a licensed business, the department has determined the 
following circumstances constitute an immediate threat to the public health, safety, or welfare that 
requires immediate administrative action through an emergency decision:  

 
Comment: what does “reasonably connected to the operation of a licensed business” mean? 
relationships with vendors? actions of employees? actions of service providers? There is no limit 
on the authority granted here to charge a licensee for responsibility of the actions of others.  This 
is objected to as vague and unintelligible. 

 
(1) The licensee, or an employee or agent of the licensee, sells, or negotiates the sale of controlled 
substances or dangerous drugs;  

 
Comment: cannabis is a controlled substance. Does this mean a licensee can be shut down if 
someone employed by a licensee sells, or is involved in the sale of, cannabis off the licensed 
premises? The ABC regularly charges licensees with a violation for permitting cannabis use on 
licensed premises but this extends the offense to personal use and sale off the premises.  
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(2) The licensee, or an employee or agent of the licensee, permits the sale or negotiation for the 
sale of controlled substances, or dangerous drugs;  

 
Comment:  This is even broader than the offense in item (1).  This means (under ABC decisional 
law) that the sale (or offer of sale, that is what “negotiation” means) happened whether the 
licensee knew about the sale or negotiation, or not. Not trying to prevent a violation is 
“permission” as far as the ABC is concerned. And, as in (1), this is not limited to activities on the 
licensed premises. 

 
(3) The licensee, or an employee or agent of the licensee, permits conditions to exist that create an 
immediate risk of violence against an employee, visitor, guest, or customer of the licensed 
premises;  

 
Comment:  This vague and unintelligible “crime” appears to be aimed at classic “disorderly house” 
conduct. Loud music, unruly patrons making noise when leaving, excessive calls for police services.  
This authorizes immediately closing premises where the local police (or neighbors) do not like the 
crowd attracted to the location.  Typically, excessive police call cases turn out to be clashes 
between restaurant, nightclub or winery owners and neighbors objecting to the entertainment 
being offered and the patrons attracted to that entertainment. However, accusations have also 
been used against activities such as unruly wedding parties and tour bus visitors to wineries, 
breweries or distilleries. The typical result of such actions are conditions on exercising license 
privileges limiting hours or operation, type of entertainment and number of permitted patrons.  
The nature and characteristics of these offenses are subject to much dispute between the 
complaining parties and the licensees and are usually sorted out in the administrative hearing 
process.  These are not emergencies that justify license suspension without full hearing and appeal 
rights. And, if there is an issue that demands immediate attention local police can stop behavior 
immediately by issuing a disturbing the peace citation. 

 
(4) The licensee, or an employee or agent of the licensee, engages in or permits activities that 
directly relate to human trafficking;  

   
Comment:  There are few reported human trafficking cases at the ABC level; although if this refers 
to prostitution cases (which often involve bribery of law enforcement officials, including ABC 
investigators) those need to be proved as criminal cases before being subject to liability as an ABC 
matter, and that is not an emergency, and this is exactly the sort of behavior that led to the Grand 
Jury indictment against ABC personnel in 2018 attached as Exhibit B. 

 
(5) The licensee is convicted of, or pleads guilty to, a crime that reasonably shows the licensee is a 
danger or immediate threat to employees, visitors, guests, or customers of the licensed premises;  

 
Comment: Conviction of a crime is grounds for suspension or revocation of an ABC license and, 
typically, all that is required to prove the violation is a copy of the conviction. We presume that the 
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reference to “danger or immediate threat” might mean conviction for a criminal offense involving 
assault or battery. If that occurs the ABC licensee should be entitled to defend him or herself at a 
hearing after full discovery. In no cases could a plea of guilty to such an offense be considered an 
emergency. However, this ground is so vague it is impossible to ascertain what offense might 
trigger it. 

 
(6) The licensee, or an employee or agent of the licensee, bribes, or attempts to bribe, a 
department employee or other public official;  

 
Comment: Bribery of a public official is a serious offense but what bribery is, and how it occurs, is 
the subject of an entire body of criminal jurisprudence.  Is offering a drink to a police officer, or the 
local Mayor, bribery? How about a campaign contribution? The contribution might be a crime 
depending on the pre-existing relationship, the nature of what was offered, and the manner 
offered.  This is not an emergency that justifies suspending due process rights and the proof 
required for a conviction (or a dismissal) that is difficult to obtain and subject to conflicting 
testimony not suited to abbreviated procedures.  

 
(7) While a license is under suspension, or while an accusation for a violation is pending against a 
license, a violation of the ABC Act occurring based on conduct like that which is the basis of the 
suspension, or pending accusation, and is likely to continue or reoccur;  

 
Comment: We think this refers to successive violations for similar conduct; for example, successive 
sales to minor results in increasing discipline up to an including revocation for a third offense in 36 
months. This typically results in sequential discipline but never is an emergency justifying 
abrogation of due process rights. This may also be conduct related to promotional activity that the 
ABC has determined is unlawful or the continuance of tied house violations that the licensee 
believes is permitted and the ABC does not. Having a license suspended while such policies and 
alleged offenses are being challenged is a complete deprivation of due process. But what is the 
test for “conduct like that which is the basis of the suspension”?  The same charge? This is vague 
and subject to conflicting interpretations. 

 
(8) The licensee or an employee or agent of the licensee acts in a manner in conflict with limits 
established by an order of a federal, state, or local official during a state of emergency to protect 
the public health, safety, and welfare.  

 
Comment: This is a policy that should be enforced by the local police and state officials charged 
with responsibility for enforcing COVID 19 orders.  The nature, scope and interpretation of the 
orders are subject to much controversy throughout the state and the ABC is singularly unequipped 
to make such a determination. 

 
(9) Any other conduct that has a similar impact on to the public health, safety, and welfare as the 
foregoing list.  
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Comment: Can there be a broader grant of unlimited authority to take whatever action that 
the ABC wants, without due process, than this? 

 
               Punish First – Ask Questions Later, and Ditch the ABC Appeals Board 
 

The rulemaking changes do not protect licensees against charges brought improvidently or 
wrongfully. Rather, the approach of the Emergency regulations is “punish first” then allow a 
defense later, after the punishment has been served.  
 
The ABC also obviates the historic, and constitutional oversight role of the ABC Appeals Board, 
which exists because of excesses of ABC enforcement before the adoption of Article 20, Section 
22 of the California Constitution.  If the ABC wants to repeal Article 20. Section 22, do it through 
the legislature and a vote of the people, not through a backdoor “emergency regulation” 
declaring that every ABC enforcement action is an “emergency.”     

          
THE ABC’S PROPOSED EMERGENCY REGULATION OVERRIDES LONG ESTABLISHED DUE PROCESS 
PROCEDURES FOR LICENSEES AND OPENS THE POSSIBILITY OF ABUSE OF DISCRETION AND 
EVEN CORRUPTION FROM “ROGUE” AGENTS 
 
There is no question the ABC has authority to enforce ABC law and regulations.  Yet statutes and 
case law also provide for a “fair trial” and due process for licenses and their employees, including 
the right to notice, the opportunity to be heard at an open hearing, and the right to cross-
examine witnesses.   (See e.g., Cal. Civ. Proc. Code § 1094.5; Cal. Government Code §§ 11435.05, 
11425.10, 11425.30, 11425.40, 11425.50, 11425.60.)   
 
The proposed Emergency Regulation would bypass these due process safeguards and even more 
concerning would serve as a first step to convert these “Emergency Regulations” into a 
permanent erosion of due process.  
 
Under current statutory law, licensees generally are allowed a reasonable time to correct 
objectionable conditions before the issuance of an accusation requiring a hearing.1  The proposed 
Emergency Regulation would eliminate this “correction period” before requiring an immediate 
hearing to suspend or revoke a license. 
 
Subsections (c) through (o) eliminate all the important due process safeguard procedures in the 
statutes.  The only reason for this is to expedite the proceedings because of some undefined 
“emergency” rather than requiring filing an accusation, allowing the licensee time to fully 
respond, holding a noticed hearing, and allowing an appeal to the ABC Appeals Board if 
appropriate.   
 
 
 

 
1 Business & Professions Code section 24200. 
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Subsections (d) and (e) state: 
 

(d) The department in its exclusive discretion shall consider scheduling all Hearings 
on Emergency Action at a time, including evening hours, and at a place convenient to 
all parties to the proceeding, including those witnesses required to be present, and 
the public affected. The hearing may be conducted as an informal hearing using 
electronic communication by the parties.  
 
(e) If practicable, the department shall give the licensee notice of the Hearing on 
Emergency Action, whether oral or written, including by telephone, facsimile 
transmission, or other electronic means. In giving notice, if the department uses a 
mailing address, phone or facsimile number, or email address which the licensee has 
placed on file with the department, notice is presumed to be effective. 
(Emphasis added). 

 
These sections effectively deny licensees the right to confront witnesses, conduct live 
cross-examination and (the “if practicable” language) even be present at a hearing where 
their right to continue in business is being adjudicated.  These sections are 
unconscionable violations of Due Process.   
 
Subsection (j) of the proposed Emergency Regulation strips licensees of the right to 
appeal to the ABC Appeals Board and directs instead that the only appeal may be made 
to the California Superior Court; which never hears ABC cases and is singularly 
unprepared to do so.   
 

(j) Any emergency decision issued by the department under this section may only be 
reviewed by the superior court of the county where the licensed premises is located. 

 
The California Constitution created the ABC Appeals Board to facilitate appeals of ABC 
decisions affecting licensed businesses: 

 
When any person aggrieved thereby appeals from a decision of the department 
ordering any penalty assessment, issuing, denying, transferring, suspending or 
revoking any license for the manufacture, importation, or sale of alcoholic beverages, 
the [Appeals] board shall review the decision subject to such limitations as may be 
imposed by the Legislature. CA Constitution, Article 20, section 22. 

 
Both the unreasonable shortening of time and the proposed elimination of the right to 
appeal a decision to the ABC Appeals Board place unacceptable financial and time 
burdens on licensees and substantially impinge on licensee’s due process rights.  
 

The intent is clear – the ABC wants to make it difficult for licensees to defend themselves.  This 
proposed regulation is even more concerning given the history of agents for administrative 
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agencies using the power to terminate a license to their own pecuniary advantage.  Due process 
procedures guard against such situations.   
 
THE ABC MUST DEMONSTRATE THE EXISTENCE OF AN EMERGENCY TO JUSTIFY AMENDING 
EXISTING DUE PROCESS STATUTES  
 
Government Code 11342.545 defines an “emergency” as a situation that calls for immediate action to 
avoid serious harm to the public peace, health, safety, or general welfare.  Under this section, to justify 
adoption of an emergency regulation, the ABC must present specific facts supported by substantial 
evidence demonstrating the existence of an emergency and the need for immediate adoption of the 
proposed regulation.  
 
Government Code section 11346.1(b)(2) further states: 
 

In addition, if the emergency existed and was known by the agency in sufficient time 
to have been addressed through nonemergency regulations, the finding of 
emergency shall include facts explaining the failure to address the situation through 
nonemergency regulations. A finding of emergency based only upon expediency, 
convenience, best interest, general public need, or speculation, is not adequate to 
demonstrate the existence of an emergency (emphasis added).2 

 
In addition, the ABC must identify each study or report upon which it relies to justify this radical 
amendment to the due process safeguards for licensees.  For a finding of the existence of an 
emergency to justify amending the statutes, 1 CCR 50(a)(5)(B)(2) requires: 

 
(B) A statement by the submitting agency confirming that the emergency situation 
addressed by the regulations clearly poses such an immediate, serious harm that 
delaying action to allow notice and public comment would be inconsistent with the 
public interest. The statement shall include: … 
 
2.  Specific facts demonstrating by substantial evidence that the immediate adoption 
of the proposed regulation by the rulemaking agency can be reasonably expected to 
prevent or significantly alleviate that serious harm. (Emphasis added) 

Any emergency regulation may be found invalid if: 
 

(b)(1)The agency’s determination that the regulation is reasonably necessary to 
effectuate the purpose of the statute, court decision, or other provision of law that 
is being implemented, interpreted, or made specific by the regulation is not 
supported by substantial evidence. 

 
2 See also, California Medical Association v. Brian (1973) 30 Cal.App.3d 637, 657 (fiscal constraints on the DHCS  
Agency was not sufficient to create an emergency.) 
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Government Code section 11350(b)(1) (emphasis added).  

Here, the ABC has failed to provide sufficient evidence (indeed, any evidence) to support its 
finding that the proposed Emergency Regulation is reasonably necessary.  It also has not shown 
why the enforcement procedures as outlined in the current statutes are not sufficient to maintain 
enforcement and why repealing the statutory due process safeguards is necessary. 

ABC further submits that the California Legislature has provided the agency with support last year 
(September 2019) with the passage of SB 788.  Section 6 of the Act states: 

In order to ensure the Department of Alcoholic Beverage Control’s ability to take 
immediate action when egregious circumstances exist that pose an immediate 
threat to the public’s health and safety and to ensure that alcoholic beverage 
licensees have a right to contest the department’s action, it is necessary that this act 
take effect immediately. (Emphasis added) 

However, this provision is impermissibly vague and ambiguous. There is no provision anywhere in 
the statutes to define what an “egregious circumstance” is and a review of case law suggest a 
finding of “egregious circumstances” is made on a case-by-case analysis and at the very least is 
some action that “shocks the conscience”.3  Operating a business in violation of a vaguely stated 
or unclear public health order is not so egregious as to “shock the conscience”. Rather it should 
be the subject of a visit by a health officer and, if necessary, local police.   

THE ABC HAS NOT ESTABLISHED THE NEED FOR RULEMAKING CHANGES 

The ABC has provided no description of the emergency requiring the proposed amendments to 
the due process safeguards currently in the statutes.  The only justification the ABC provides to 
support these proposed radical amendments to the statutes is found in subsection (a) of the 
Proposed Emergency Resolution: 

(a) The department may issue an emergency decision temporarily suspending a
license, temporarily suspending specific licensed privileges, or temporarily imposing
conditions on a license in situations involving an immediate threat to the public
health, safety, or welfare that requires immediate action, pursuant to the provisions
of Article 13 of Chapter 4.5 of the Government Code (commencing with section
11460.10).

One can only assume that the ABC is attempting to use the Governor’s COVID-19 emergency 
declaration as the basis for justifying these proposed amendments. However, even if so, the ABC 

3 "Shocks the conscience" is a generic legal phrase describing any circumstance(s) deemed outrageously wrong or 
unfair when measured by specific criteria. Case law often uses this term in discussing if charged behavior is 
“egregious” and suggests what “shocks the conscience” is determined on a case by case basis. 
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must still:  (1) present specific facts and evidence explaining why this COVID-19 emergency would 
justify amending due process safeguards; and  (2) because the emergency has existed for many 
weeks now, explain the department’s failure to address the situation through nonemergency 
regulations.  (Government Code section 11346.1(b)(2).)  

The ABC has not provided the required written statement with specific facts to support its 
proposed radical amendments to the due process safeguards in the statutes.  No specific facts or 
circumstances are provided because none exist. 

CONCLUSION 

The Proposed Emergency Regulations should not, and may not, be adopted. Should the ABC 
persist in attempting to obviate licensee rights to due process under the guise of addressing 
COVID-19 concerns just as the Governor is implementing opening protocols in various counties of 
the state the result will be chaos in the courts, an enormous drain on ABC and licensee resources 
and a plethora of lawsuits. 

This is not the time to do away with administrative due process in the name of expediency and 
for the convenience of the ABC; especially when the effort is doomed to fail and will only result in 
the alienation of the licensing community from the ABC.  

We finally observe that Section 23001 of the ABC Act states: 

It is hereby declared that the subject matter of this division involves in the highest degree the 
economic, social, and moral well-being and the safety of the State and of all its people.  All 
provisions of this division shall be liberally construed for the accomplishment of these purposes. 

Licensees are people and their economic well-being is one of the core responsibilities of the ABC. 
The right to due process is a core value that supports the economic, social and moral well-being 
of the licensees of this state. 

Respectfully submitted, 

Hinman & Carmichael LLP 

By: __________________ 
John A. Hinman 
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Publication 216, The First 100 Years

1879-1979

1954 Amendment Relieves Board of Liquor Control

A 1954 constitutional amendment signaled the first major piece of legislation
affecting the Board of Equalization since the 1930s. This amendment, which
was passed on November 2, 1954, transferred the Board’s alcoholic beverage
licensing and control functions, but not its taxing functions, to the newly
created Alcoholic Beverage Control Department effective January 1, 1955.

The 1954 amendment was, in a sense, a welcome relief to the Board
Members, who, for the last two decades, had been plagued with accusations
and allegations arising from their involvement in liquor control. Many observers
felt that the attention the Board had given to liquor control had impeded its
effectiveness in other areas. The state’s cities called for a constitutional
amendment “. . . which would transfer to a state agency having a jurisdiction
only over tax matters, responsibility for making assessments for all property
within the state subject to the ad valorem tax.” 

The Board of Equalization had become strongly identified with liquor control.
However, almost twenty years earlier, the Board had acknowledged the
problems this responsibility might cause, and had suggested from the
beginning:

“Whenever a feasible plan is devised to transfer liquor regulation to some
other administrative authority, we shall be glad to be relieved of this
responsibility. Given to us in 1933 upon the repeal of Prohibition through
an amendment of the Federal Constitution, the task of alcoholic beverage
control is one of such magnitude as to merit the attention of those who
have no other administrative duties to perform.” 

The Board’s liquor control functions began after the repeal of Prohibition in
1933 by the U.S. Congress, when the California Legislature assigned liquor
control to the Board of Equalization. In addition to collecting the excise taxes
on the sale of alcoholic beverages, the Board was also delegated the licensing
function. Alcoholic beverage control was assigned to the Board because it was
primarily revenue producing. The Board was given its unlimited powers by an
amendment to the Constitution in 1934, and in 1935 the Legislature passed
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the Alcoholic Beverages Control Act (ABC). California was the only state in
which alcoholic beverage control was vested in an agency administered by an
autonomous elective board completely independent of control by the Governor
and primarily responsible for tax administration. The incongruity of combining
liquor control functions with tax administration soon became apparent.

Liquor control developed into a predominantly regulatory and law enforcement
function organized as a separate division of the Board. The division chief was
the State Liquor Administrator who supervised fourteen district liquor
administrators. Board personnel were trained in law enforcement and
empowered to gather evidence and make arrests. These police duties plus
investigating license applications and conditions of sale of licenses required
closer association and cooperation with other law enforcement bodies than
with tax collecting agencies. Separate lines of authority were maintained for
district tax and district liquor administrators, so that the Board seemed to
develop a split personality. Unaccustomed to its strange new policemen’s role,
the staff of state liquor administrators and agents was incapable of enforcing
the ABC Act. Responsibility for policing licensed premises was never properly
discharged by either the state’s agents or local police authorities, and some
premises, reputed to be hangouts for criminal elements, were never
investigated and regulated. Some licenses were issued despite objections by
local police authorities.

The Board’s licensing and policing responsibilities under the ABC Act required
more hearings than all of the tax programs it administered; more than 1,800
hearings were held during the 1948-49 fiscal year. Approximately half of these
resulted from the denial of license applications, the rest from suspensions or
revocations of licenses.

As early as 1936, the Board advised the Legislature in its Biennial Report to
Governor Merriam that it would be pleased to relinquish the ABC functions to
another duly constituted agency. That request was repeated frequently. The
preliminary Griffenhagen Report in 1938 and the final report in 1941
recommended that the ABC function be separated from the Board.

The Board’s policy was to issue for each 1,000 population in each county up to
one packaged liquor store license (general off-sale) and one general on-sale
license for drinking on the premises. The state was soon saturated with
premises where alcoholic beverages were sold. Competition among retailers
became intense even though prices were governed by fair trade practices
imposed on the sale of distilled spirits and wines.

The over-licensing of establishments for the sale of alcoholic beverages had
peaked in the early 1950s when Governor Earl Warren appointed Paul Leake
to the Board after the death of Jerrold Seawell. Leake opposed the
indiscriminate awarding of too many licenses. The maximum number of on-
sale and off-sale general licenses had been reached in the late 1940s and no
more could be issued until the new population totals could be determined from
the 1950 U.S. Census. When 1950 census figures reported that California’s
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population had grown by 3,679,000, the law authorized the issuance of 3,600
new general on-sale licenses, almost 2,000 of them in southern California—
1,300 in Los Angeles County alone. Under pressure to restrict the number of
such licenses, however, the Board acted slowly so that the number issued
grew very gradually.

After numerous investigations by various committees over the years the Joint
Interim Committee on Governmental Reorganization (Assembly Concurrent
Resolution 119) appointed a Subcommittee on Alcoholic Beverage Control,
chaired by Assemblyman Caspar W. Weinberger, to investigate alcoholic
beverage control in California and report to the 1954 Special Session of the
State Legislature. The subcommittee’s transmittal letter with its comprehensive
report to the Senate and Assembly stated:

“We can best summarize our work by saying that we hope that never
again will the administration and enforcement standards of any branch of
the California State Government be found to be as low as we found to be
the case with alcoholic beverage control under the present system. We
believe that the recommendations we have made can and will result in
substantial improvement if they are enacted this year.”

The subcommittee held meetings in each of the Equalization Districts and in
Sacramento from November 1953 through January 1954, and heard testimony
from members of the Board of Equalization, legislators, state and district liquor
administrators, district attorneys, public health officers, law enforcement
officials, and representatives from civic, labor, industry, and professional
groups. The committee’s primary concerns were: (1) Should liquor control
activities be separated from the Board of Equalization? (2) If separated, how
should a new agency of alcoholic beverage control be organized? (3) What
substantive matters need revision to improve the administration of alcoholic
beverage control in the state?

In addition to complaints about misconduct in places that sold liquor, there
were charges that on-sale licenses were issued to persons who had no
intention of going into the retail liquor business, but who resold those licenses
immediately for huge profits. Licenses were issued for addresses where no
facilities existed, and on the basis of blueprints for structures that could not
possibly have been built on the premises of the listed address (such as
between existing structures). The committee found it particularly difficult to
determine on what basis licenses were being issued in Los Angeles and San
Diego counties.

Although the personal involvement of all the Board Members in liquor control
was closely scrutinized, only one was charged with misconduct. William G.
Bonelli, elected to the Assembly from southern California in 1930 and Director
of the State Department of Professional and Vocational Standards starting in
1934, was appointed to the Board of Equalization in March 1938 by Governor
Merriam to succeed Ray Edgar who died in office. Bonelli was to represent the
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Fourth Equalization District where most of the alleged irregularities in liquor
control were reported.

During his first year on the Board, Bonelli was indicted on bribery charges but
was acquitted. He was subsequently reelected to the Board four times. During
his fourth term, liquor scandals surfaced in San Diego, Orange, and Riverside
counties, which were then part of the Fourth Equalization District. Prior to the
1954 election, Bonelli switched from the Republican to the Democratic party.
The liquor scandals grew and focused on Bonelli. He lost the election to
Republican Robert E. McDavid, and left immediately for the cattle ranch he
owned in his native Arizona. But the controversy did not end with his defeat.
On August 20, 1956, the Arizona Supreme Court ordered Bonelli’s arrest. He
fled to Mexico and refused to return to face charges. He never ceased
asserting his innocence. He died in Mexico in 1970.

In 1954 the legislature’s Subcommittee on Alcoholic Beverage Control
concluded its study of the Board’s alcoholic beverage control activities.
Sharply critical, the committee urgently recommended the creation of a
separate agency to assume liquor control. The legislature submitted a
constitutional amendment to the voters at the general election November 2,
1954 to establish a new liquor control agency, to which the Board’s duties
would be transferred effective January 1, 1955. That measure was
overwhelmingly approved by the voters at the same election that brought
defeat to William Bonelli. Thus ended the most difficult period in the history of
the Board of Equalization.

Once relieved of its duties in liquor control, the Board stated that it “welcomes
this opportunity to concentrate its attentions on its tax functions. We have
always considered these our primary duties, although, by the very nature of
the work, alcoholic beverage control has demanded a large share of our
attention.” 

 League of California Cities: “California League Conference Calls for
Action Program on Property Tax” Western City. XXI, No. 10 (October, 1946),
p. 31

 Report of the State Board of Equalization 1935-1936. p. 2

 Report of the State Board of Equalization 1953-1954, p. 4.
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