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SUBJECTS AND OFFENSES

CITY OF GREENSBORO ABC BOARD

N.C.G.S. 14-80-Embezziement of property received by virtue of office or employment,
N.C.G.8. 14-100-Obtaining property by false pretenses.

N.C.G.8. 14-119-Forgery.

N.C.G.S. 10B-60(d)-Notary take acknowledgment or administer an oath or affirmation without the
principal appearing in person before the notary if the notary does so with the intant to commit fraud.

N.C.G.S. 10B-60(j)-Knowingiy solicit, coerce, or in any material way influence a notary to commit official
misconduct.

N.C.G.8. 133-32-1t shall be unlawful for any officer or employee of a governmental agency who is
charged with the duty of preparing plans, specifications, or estimates for public coniracts: or
awarding or administering public contracts to willfully receive or accept any such gift or favor. (85
Counts) ‘

N.C.A.C. Rule 2R-1701(b)-Distressed liquor shall be destroyad and the destruction witnessed by the
manager or his designee and a distiller representative. (89 Counts)

N.C.A.C. Rule 2R-1701(b)-A Destruction of Unsalable Merchandise Report shall be complated and
signed by the witnessing parties. (89 Counts)

N.C.A.C. Rule 2T-711-No retail employee shall accept from any industry member any thing of value.
(5 Counts)

N.C.A.C. Rule 2T-801(c)-ABC store personnel shall not accept anything of value from distiller
representatives at any time. (5 Counts}

ALLEY, Katie (General Manager-CITY OF GREENSRORO ARC BOARD)
N.C.G.S. 14-80-Embezziement of property received by virtue of office or employment.
N.C.G.8. 14-100-Obtaining property by false pretenses.

N.C.G.S. 10B-60(j)-Knowingly solicit, coerce, or in any material way influence a notary to commit official
misconduct.
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N.C.G.S. 133-32-t shall be unlawful for any officer or employee of a governmental agency who is
charged with the duty of preparing plans, specifications. or estimates for public contracts; or
awarding or administering public contracts to willfully receive or accept any such gift or favor. (85
Counts)

N.C.A.C. Rule 2R-1701(b}-Distressed liquor shall be destroyed and the destruction witnessed by the
manager or his designee and a distiller representative. (88 Counts)

N.C.A.C. Rule 2R-1701(b)-A Destruction of Unsalable Merchandise Report shall be completed and
signed by the witnessing parties. (89 Counts)

N.C.A.C. Rule 2T-711-No retail employee shall accept from any industry member any thing of valus.
(5 Counts)

N.C.A.C. Rule 2T-901(c)-ABC store personnel shall not accept anything of value from distilier
representatives at any time. (5 Counts)

WARREN, Jesse (Chairman of the CITY OF GREENSBORO ABCBUARD)

N.C.G.S. 10B-60(j)-Knowingly soiicit, coerce, or in any material way influence a notary to commit official
misconduct.

DIAGEO NORTH AMERICA
N.C.G.5. 18B-1116(a)(3)-Being an affiliate of a manufacturer, bottler, or wholesailer of alcoholic
beverages, unlawfully give a thing of vaiue to employees of an alcoholic beverage retailer conducting

business in this State. (3 Counts)

N.C.A.C. Rule 27-901(c)-Distiller representatives shall not give anything of value tc ABC stora personnel
atany time. (3 Counts)

PERNOD RICARD

N.C.A.C. Rule 27-801(c)-Distiller representatives shall not give fiquor to ABC store personnel at any
time. (1 Count)

SOUTHERN WINE & SPIRITS MID ATLANTIC, INC.

N.C.A.C. Rule 2T-901(c)-Distiller representatives shali not give liquor to ABC store personnel at any
time. (1 Count)

SPARROW & ASSOCIATES, INC.

N.C. A.C. Rule 2T-801(c)-Distilier representatives shali not give liquor to ABC store personnel at any
time. (1 Count)
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WITNESSES AND EXHIBITS

1.

1a.

1b.

1e.

1d.

ie.

1.

1g.
Th.

1

1,

1k.

€3]

9.

10.

Special Agent in Charge Alan Fields, North Carolina Alcoho!l Law Enforcement Division, 4704
Mail Service Center, Raleigh, NG 27699 4704 (919) 733-4060

March 29, 2010 audio recording of interview with Fred McCormick

May 11, 2010 audio recording of interviews with Jesse WARREN and Nancy Stewart
May 17, 2010 audio recording of interview with Katie ALLEY

August 26, 2010 audio recording of interview with Jesse WARREN
September 20, 2010 audio recording of interview with Katie ALLEY
September 27, 2010 audio recording of interview with Jesse WARREN
Statement written by Debbie DeVriend on August 6, 2010

Statement written by Stephanie Thorniow on August 12, 2010
Statement written by Marnina Queen on August 18, 2010

Stock Difference Reporis detailing employee breakage of liquor products
89 falsely dated Destruction of Unsalable Merchandise Reporis

Bill York, SOUTHERN WINE AND SP.{RiTS MID ATLANTIC, INC.

Kirt Clemens, SOUTHERN WINE AND SPIRITS MID ATLANTIC, INC.
Amy Aebersold, SOUTHERN WINE AND SPIRITS MID ATLANTIC, INC.
David Brown, SOUTHERN WINE AND SPIRITS MiD ATLANTIC, INC.
Trevor Adair, SOUTHERN WINE AND SP%R%TS MID ATLANTIC, INC.
Avery Sparrow, SPARROW & ASSOCIATES

Scott Ehrenberger, PERNOD RICARD

John Stavros, DIAGEO NORTH AMERICA

Jim McCiement, DIAGEO NORTH AMERICA

Alan Fields
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1.

12.

13.

14.

15.

16.

17.

18.

Debbie DeVriend, CITY OF GREENSBORO ABC BOARD, 115 Cedar Street, Greensboro,
NC (336) 274-8304

Stephanie Thronlow, CITY OF GREENSBORO ABC BOARD, 115 Cedar Street,
Greensboro, NC (336) 274-6304

Marnina Queen, CITY OF GREENSBORO ABRC BOARD, 115 Cedar Street, Greensboro, NC
(336) 274-6304

Fred McCormick, CITY OF GREENSBORO ABC BOARD, 115 Cedar Street, Greensboro, NG
(336) 274-6304

Betty Hamm, Mount Airy ABC Board, 226 Starlite Road, Mount Airy, NC {336) 789-9786
Patsy Hall, Mount Airy ABC Board, 226 Starlite Road, Mount Airy, NC (336) 785-0788
Peggy Queen, Sylva ABC Board, 30 E. Sylva Shopping Center, Sylva, NC (828) 586-6280

Rodney Johnson, Ashebdro ABC Board, 700 S. Fayettevilie Street, Asheboro, NC
(336) 629-2530

AGENT'S NAME: A(Wﬁaz: DATE:
| Alan Fields - 10/25/10
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CHRONOLOGY OF EVENTS

The Alcohol Law Enforcement Division, af the request of the North Carolina ABC Commission, has been
investigating the CITY OF GREENSBORO ABC BOARD and its administration since early 2010. The
investigation focused on the Board's General Manager, Katie ALLEY, allegediy receiving illegal gifts and
services from liquor vendor representatives. ALE conducted interviews with numerous liquor vendor
representatives and former employees of the CITY OF GREENSBORO ABC BOARD

On July 14, 2010, the investigative report (hereinafter cited as “Investigative Report”) was submitted to
the North Carolina ABC Commission,

The Investigative Report detailed many examples (Approximately 80) of liquor vendor representatives
providing gifts and gratuities to ALLEY such as meals (in and out of state), entertainment, concert
tickets, sporting event tickets, overnight lodging accommodations, house wares, and spirituous liguor.
Additionally, some liguor vendor representatives admisted giving liquor to ALLEY and, at her direction,
misreporting the liguor as broken or distressed. Although she denied most of the allegations, ALLEY
admitted to being the donee of more than 40 free meals provided by the liquor industry in 2008, free
entertainment tickets, free concert tickets, and at least one ficket to a UNGC-Chapel Hill basketbali game.

Since July 14, 2010, ALE personnel conducted additional interviews with liguor vendor representatives
and employees of the CITY OF GREENSBORC ABC BOARD. More instances (approximately 5) of
ALLEY receiving gifts and gratuities from liguor vendor representatives were discovered. Additionally,
numerous e-mail exchanges between ALLEY and liguor vendor representatives were examinad. Other
documents reviewed include hundreds of CITY OF GREENSBORO ABC BOARD internal records, such
as Financial Disclosure Statements, Destruction of Unsalable Merchandise Reports, Stock Difference
Reports, Reports of Concealed Loss and Concealed Bamage Claims, Telephone Bills, Time and
Attendance Records, and Payroll Records.

The details of those interviews and document examinations are in this report, which is set out in four
components. The first addresses liguor suppliers and brokers and their relationships with ALLEY. The
second covers employees of the CITY OF GREENSBORO ABC BOARD and their relationships with
ALLEY. The third component covers other local ARC system employees mentionad during this
investigation. The last section provides ancillary information related to this investigation.

ol
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L. The Spirituous Liguer Industry
DIAGEOC NORTH AMERICA

(NOTE: Some of the e-mail messages set out in this section are cited in the Investigative Report. They
are set out again in this report for ease of reference.)

John Stavros has been employed by DIAGEQ NORTH AMERICA more than ten years. Heis the
Director of Reserve Brands for DIAGEO NORTH AMERICA. Stavros markets “high end liquor products”
suppiied by DIAGEO NORTH AMERICA in West Virginia, Virginia, North Carolina, Alabama, and
Mississippi. His supervisor is Barry Thompson.

On August 10, 2010, [ interviewed Stavros at the Williams Mullen law office in Raleigh, NC. Attorneys
Keith Capp and Jennifer Morgan also attended. Pete Ruiz, Corporate Security Advisor for DIAGEO
NORTH AMERICA, fistened to the interview via telephone conference call.

Prior tc becoming the Director of Reserve Brands for DIAGEO NORTH AMERICA, Stavros was the
North Carolina Market Director for DIAGEO NORTH AMERICA. Until recently, Andy Iredale held this
position. See Investigative Report p. 18, §1 5. Stavros does not make sales calls on North Caroling ARG
Boards. However, when he was the North Carolina Market Director for DIAGEO NORTH AMERICA,
Stavros made sales calis on focal ABC system managers, including ALLEY. From 2003 through 2007,
Stavros made a number of sales calis on ALLEY.

On June 25, 2010, Attorney Morgan gave me a notebook of documents detailing lodging arrangements
made by lredale for ALLEY during a 2009 trip to Sonoma, Caiifornia. See Investigative Repertp. 18,98
through p. 24, 9 3.

The notebook also éoni:ained details of lodging arrangements made for ALLEY at Diageo’s Beaulieu
Vineyard during a 2007 trip to Rutherford, California. '

On July 16, 2007, Jim McClement, an employee of DIAGEDQ NORTH AMERICA, submitied a Diageo
Chateau and Estates Winery Request Form for Greenshoro ABC. ¢/ Kirt Clemens. The request
specified two rooms for two nights iodging at the Rutherford House at Beauliey Vineyard, arriving
September 18, 2007. The primary guest cited in the request was Katie ALLEY, “GM Greenshoro NC
ABC Board” and one “friend.” The request inctuded winery tours at Beaulieu Vineyard, Sterling,
Provenance, and Acacia. All four wineries are owned by DIAGEO NORTH AMERICA. The key
objective of the visit was to “promote Diageo Brands.” The primary contact for the lodging and tours was
Kirt Clemens of SOUTHERN WINE & SPIRITS MID ATLANTIC, INC. Ultimately the request for lodging
and winery fours was approved by DIAGEO NORTH AMERICA and confirmation e-mail messages wers
sent to Clemens, Stavros, and McClement. (See Exhibit A)

Stavros and | discussed the 2007 request for lodging and winery tours for ALLEY in California. Stavros

did not remember his involvement in coordinating lodging accommodations and winery tours. He was
confident he had no conversation with ALLEY regarding the lodging arrangements and winery tours.

'AGENT'S NAME: | AGWE:  DATE:
_Alan Fields P | 10/25/10
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Stavros told me Clemens was a former emptloyee of DIAGEQ NORTH AMERICA and suggested | speak
with him.

On June 25, 2008, another Diageo Chateau and Estates Winery Request Form was submitted for

ALLEY and three guests for two nights lodging at Diageo's Sterling Vineyards in Calistoga, California,

arriving on September 9, 2008. Tours of Beaulieu Vineyard, Sterling, Provenance, and Acacia

vineyards were also requested. Jim McClement of DIAGEO NORTH AMERICA requested the lodging

and winery tours. {See Exhibit B)

On June 26, 2008, Mary Rudd of DIAGEQ NORTH AMERICA sent an e-mail to McClement indicating

lodging was not avaiiable on the dates requested and asked if he wanted to “go forward with the tours if

available.”

On June 27, 2008, at 9:51 a.m., McClement forwarded Rudd's message to an employee of Empire

Distributing. The message read, “Please advise, thanks.” The Empire Distributing employee did not

reply fo McClement's e-mail.

At 10:19 a.m., Stavros sent the following e-mail message to lredale, McClement, and Clemens:
Andy/Kirf-FY

! was not aware of this request.

Thanks,
John

At 10:23 a.m., Clemens replied to Stavros and iredale:
Me neither. Who made the request??
At 11:52 a.m., Stavros r_eb!ie.d to Clemens and lredale. He courtesy copied McClement,
i don't know.
Jim-Do you know who made the request?
AL 2:58 p.m., lredale replied to Clemens’ 10:23 a.m., message:
Certainly not me--First I've heard of it.
At 3:11 p.m., Stavros replied to tredale and Ciemens:

Katie requested it on her own through Empire.




(AL-49  CONTINUATION PAGE ‘Page  of Pages | Case Number
g 90 | 10-064-001

Stavros was unsure who, from DIAGEO NORTH AMERICA, submitted the 2008 winery visit request for
ALLEY. He did not remember speaking with ALLEY about the arrangement, but said if he did, he
“probably picked up the phone and called her to see if she was going.” (Later this request was
canceiled.)

Stavros was unaware of ALLEY’S 2009 visit to California and did not know any details of that trip.

Stavros and ! discussed sporting events in which he and ALLEY attended. At one time, DIAGEO
NORTH AMERICA sponsored a hospitality suite at Carolina Panthers football games in Charlotte, NC.
Stavros thought the suite was sponsored by DIAGEQ NORTH AMERICA during the 2004, 2005, and
2006 football seasons. He atiended at least eight games each football season and each time he used
the DIAGEO NORTH AMERICA hospitality suite. Stavros recalled seeing ALLEY in the hospitality suite
at different footbali games. He remembered having a conversation with ALLEY during one game while
they both were in the hospitality suite.

Stavros also saw former ABC Commission Chairman Doug Fox in the Diageo hospitality suite. On at
lsast one occasion former Chairman Fox requested tickets to a Carolina Panthers football game from
Stavros. Stavros gave the tickets to former Chairman Fox, who gave them to his son.

We discussed DIAGEO NORTH AMERICA’S sponsorship of a car in the NASCAR series. in the past,
ALLEY requested admission tickets to NASCAR events from Stavros. He did not give the tickets to
ALLEY, but instead gave them to empioyees of SOUTHERN WINE & SPIRITS MID ATLANTIC, INC., to
pass on {0 ALLEY. Stavros could not remember the number of times he gave fickeis to SOUTHERN
WINE & SPIRITS MID ATLANTIC, INC., employees to give to ALLEY. (NOTE: The Investigative Report
-details several instances of employees of SOUTHERN WINE & SPIRITS MID ATLANTIC, INC., who
admitted giving NASCAR tickets fo ALLEY. See Investigative Report p. 35,918, p. 38, 7; and p. 40, §
4)

In addition to sponsoring a car in the NASCAR series, DIAGEO NORTH AMERICA has hospitaiity suites
at Lowe’s Motor Speedway, Charlotte, NC and Martinsville Speedway, Martinsville, VA, Stavros
recalied at least one occasion when he had a conversation with ALLEY in the Diageo hospitality suite ai
Lowe’s Motor Speedway during a NASCAR race. | told Stavros of ALLEY'S claim that she had never
been to a race. Stavros said ALLEY was not being truthful.

Stavros did not recall seeing any ABC Commission employees in the Diageo hospitality suite at Lowe’s
Motor Speedway or Martinsville Speedway.

On August 25, 2009, Andy Iredale sent an e-mail message to his supervisor Barry Thompson. Stavros
was courtesy copied the message which read:

FYi- JD, Mike, and Graham meeting again with more ABC Boards. See
Katie's e-mail under mine.

Andy

f;gaﬁg REVIEW
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From: Iredale, Andy

Sent: Tuesday, August 25, 2009 11:08 AM
To: Katie Alley

Subject: RE: CA Trip

Katie, | made it back in one piece. Newport Beach/Laguna is pretty
unbelievable...maybe beats out NC as a place to live, but | need to hit the
lottery first. Anyway, | couldn’t ask for a better advocate in the meeting than
you. What | believe you want for your Board would benafit Diageo as wel!,
and would give us the classic ‘Win/Win'". Please keep driving the topics we
discussed after the Raleigh meeting.. not listing ‘cheater brands’ that crush
our margins, and listing brands that support themselves with advertising and
value-added, efc. After all, our business isn't too compiicated... .no out of
stocks, carry what the consumer wants, and sell more high profit, high-
voiume Brands—if we can do that, we all end up winning at the end of the
year. Fli make sure to get with Jim on your trip. Thanks for keeping me
looped in. Andy”

From: Katie Alley [mailio:kalley@agsoabc.coml
Sent: Monday, August 24, 2009 3:55 PM

To: Andy lredale

Subject: CA Trip

"Hi Andy, How was CA with the feliows? | hope that vou had a fun, safe, and
relaxing trip. We have a meeting tomorrow with Herring, Lyons, and Graham
at the Grandover with about 15 Supervisors 1o discuss on-going problems.
After our meeting at the Commission week before last, Lyons asked that we
get a group of GMs up to discuss issues. Fven if we don't resolve on
anything, at [east he cares enough to listen to us. Any thoughts that you
think | should bring up? !'ll keep you posted. The Wyndham golf tourney
went weli- it rained so folks inside were drinking a lot. Bacardi was the
sponsor and we sold almost as much as when Diageo helped. | have a tour
of Moon Mountain set up on Oct. @7 at 10:30 a.m. Can you ask Jim
McClement if he can make sure we get the VIP tour? Also. if it is not t00
much trouble, can you see if he can arrange for us fo tour Rosenblum? You
know it is going to be hard to get back in the swing after you nave been
partying in CA {smile face) Take Care! Katie”

Stavros did not remember this e-mail and was unsure why it was sent {o him.

On December 3, 2008, Iredale sent the foliowing e-mail message o ALLEY:

AGENT'S NAME:

Alan Fields
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| 10/25/10
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Hello Katie,

It's official, we are coming to take you to dinner.on the 10", Please pick your
favorite restaurant, and let me know what time you wouid like to eat.

So far, you have Barry, me, Kirt & John—however that number may grow by
a few—Amy and possibly Gary Holland. If you'd iike to invite anyone, please
feel free to do so. Looking forward to seeing you.

Andy lredale

According to Stavros, a group of DIAGEOQ NORTH AMERICA employees held an “all day” meeting in
Greensboro, NC on December 10, 2008. After the meeting, he, along with several other DIAGEQ
NORTH AMERICA employees, went to dinner with ALLEY. The cost of the meal was approximately
$800.00. Barry Thompson paid the full cost of the meal.

At the conclusion of the interview, | reiterated ALLEY’S claim that she had never been to a race. When |
told Stavros again of this claim, he said, “That's not correct.” Stavros said there was “no doubt” he saw
ALLEY at a minimum of one NASCAR race.

Stavros told me he answered all questions truthfully. The interview ended a short time later.

At the conclusion of the interview with Stavros, I met with Attorney Kapp and Attorney Morgan. Kapp
told me in late 2009, DIAGEO NORTH AMERICA notified the North Carolina ABC Commission of its
prior practice of giving NASCAR tickets to ALLEY and her use of the hospitality suite at Carolina Panther
football games. Kapp said the hospitality suite at footbali games had not been used by DIAGEQ
NORTH AMERICA for approximately three years. He said the practice of providing NASCAR tickets to
ABC system managers had ended.

REVIEW
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Jim McClement is the District Manager of Diageo Chateau and Estate Wines for North Carclina and
Virginia. He works with independent wholesaiers marketing wine brands sold by DIAGEO NORTH
AMERICA. Some of the wine brands McCiement markets include Beaulieli Vineyard, Sterling, Acacia,
Edna Valley, Rosnebium, and Provenance vineyards. McClement has worked in North Carolina since
1995 and been in his current position since 1898, He has little involvement or contact with local ABC
Systems.

On August 11, 2010, i interviewed McClement at the Williams Mullen law office in Raleigh, NC.
Attorneys Keith Capp and Jennifer Morgan also attended. Pete Ruiz, Corporate Security Advisor for
DIAGEO NORTH AMERICA and Gerald A. Dinallo, Jr., Senior Managing Director and Regulatory &
Compliance Counsel for DIAGEQ NORTH AMERICA fistenaed via telephone conference call.

McClement met ALLEY “two or three years age” at a wine tasting in Greensboro. He described the
tasting as a “trade show.” McClement has not spoken with ALLEY since this event.

On July 16, 2007, McClement submitted a Diageo Chéateau and Estates Winery Visits Request for
Greensboro ABC, c/o Kirt Clemens. The request, which included overnight lodging accommodations
and winery tours, was approved by DIAGEO NORTH AMERICA and confirmation e-mail messages
were sent to Clemens, Stavros, and McClement. (See Exhibit A)

McClement and | discussed the request. Although McClement routinely submits request forms for
lcdging accommodations and winery tours, he does not independently put forward winery visit requests.
McClement could not remember who asked him to submit this request for ALLEY'S lodging
accommodation and winery tours. However, he was confidant Clemens or Stavros initially contactad
him. McClement said his “vision of this” was ALLEY was “a key customner.” Whean | asked what he
meant, McClement described ALLEY as “important.”

Lodging accommodations at the Rutherford House at Beaulieu Vineyard are complimentary.
McClement described the Rutherford House as a “guest house with 8 or 7 rooms.” Gratuitous lodging is
provided as a marketing tool to encourage guests to tour Diageo owned wineries in California.
McClement said the lodging and tours “go together” and he wants customers fo “think of our brands in a
more positive fight.” McCiement said the lodging accommodations and winery tours were arranged for
ALLEY to “"educate her as a consumer.”

McClement described the approvai process for winery visit requests and said requests are “aliered

many times.” He is notified via e-mail each time a request is altered. After approval of the final request,
McClement only receives notification for changes or cancellations. McClement did not recaive
cancellation or notification of changes of ALLEY’S 2007 iodging reservation at Rutherford House. For
the two nights at Rutherford House, ALLEY incurred no costs for her lodging. McClement “assumed”
ALLEY toured the wineries, which is complimentary for anyone, designated on the reguest form.

On June 25, 2008, another Diageo Chéateau and Estates Winery Visits Request for Greensboro ABC

Board was made through DIAGEO NORTH AMERICA for ALLEY and three guests for two nights
lodging at Diageo’s Sterling Vinsyards in California, arriving on September 9, 2008, Additionally tours of

"AGENT'S NAME: TAGE ME: DATE: |5 o REVIEW |
| Alan Fields | : 1025010 K ) fg ST




'AL-49 CONTINUATION PAGE Page of Pages | Case Number |
13 50 | 10-064-001 |

Beaulieu Vineyard, Sterling, Provenance, and Acacia vineyards were requested. McClement said he
submitted the winery visit request form at the request of Stavros or Clemens. (See Exhibit B)

On June 28, 2008, Mary Rudd of DIAGEO NORTH AMERICA sent the following e-mail to McClement:

Unfortunately both dates are completely booked at every property. Do you
want to go forward with the fours if available? Please advise.

Thanks,

Mary
On June 27, 2008, at 9:51 a.m., McClement forwarded Rudd’s message to an employee of Empire
Distributing. The message read, “Please advise, thanks.” McClement was not sure why the e-mail was
forwarded to Empire Distributing. He said, “Empire is not involved in this.” The employee at Empire
Distributing did not reply to McClement's e-mai.
At 10:19 a.m., Stavros sent the following e-mail message to Iredale, McClement, and Clemens:

Andy/Kirt-FY

| was not aware of this request.

Thanks,
John

At10:23 a.m., Clemens replied fo Stavros and Iredale:
Me neither. Who made the request??
At 11:52 a.m., Stavros replied to Clemens and Iredale. He courtesy copied McClement.
fdon't know.
Jim-Do you know who made the request?
At 2:58 p.m., tredale replied to Clemens' 10:23 a.m., message:
Certainly not me-First ['ve heard of it,
At 3:11 p.m., Stavros replied to Iredale and Clemens:

Katie requested it on her own through Empire.

| DATE:
1 10/25/10
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McClement told me the last e-mail from Stavros was not accuraie because “Empire does not operate in
Greensbore.” McClement was unsure who made the 2008 winery visit request for ALLEY. However, he
was “sure” iredale, Stavros, or Clemens asked him to make the request. Later, McClement recalled
Clemens’ participation in arranging the 2008 winery tour request for ALLEY.

As sat out in the Investigative Report, Iredale made lodging arrangements for ALLEY during an October
2009 trip to Sonoma, California. On July 15, 2009, Iredale sent an e-mail to McClement indicating
lredale would pay for ALLEY'S lodging. See Investigative Report p. 18, 9 8 through p. 24, 7 3.

McClement said “because of the legalities of his job, he [Iredale] knows paying is illegal” Lodging
facilities owned by DIAGEO NORTH AMERICA had no vacancies for the dates scheduled on the
request. As a result, Iredale solicited alternate suggestions from McClement for ALLEY'S lodging.
McClement recommended the Rancho Caymus in Rutherford, California. McClement said the Rancho
Caymus charges a lower room rate for guests who tour the nearby Beaulieu Vineyard while staying at
the inn. However, to receive the reduced rate, lodging arrangements must be made by a DIAGEQ
NORTH AMERICA empioyee.

On July 30, 2008, McClement submitted anaother Diageo Chateau and Estates Winery Visits Request for
ALLEY, Kimberlee Wilson, Joan Chartier (Witson'’s sister), and Kim Kirkpatrick to tour Sterfing
Vineyards. McClement said he did not know any of the guests listed on the request form.

The group of four, including ALLEY, stayed in two suiies at the Rancho Caymus for two nights. The
lodging costs of $694 .40 were charged to Iredaie’s credit card. Later, ALLEY reimbursed iredale. See
investigative Report p. 27, ] 6 through p. 28, § 1.

On December 19, 2008, ALLEY sent the following e-mail message to Iredale:

Happy Friday Afternoon Andy! | enjoved visiting with you too! Thanks for
taking the time to come this way- | know yal are really busy this time of year.
Yal are fun to hang out with and | reaily do learn a lot from the industry folks-
wasn't playing. Any thoughts on if it is possible for me to purchase a few
cases directly from Sterling? [ went there a year ago and bought 2 cases
{(used the Diageo discount) and they shipped to my house. Is that possible
or do | have to be on site to purchase? Have a great weskend! K

On December 24, 2008, Iredale sent an e-mail message to McClement. The iast paragraph in the
message reads:

Finally, | need to get my hands on some Sterling Cab for the Greensboro
ABC Supervisor. She bought a few cases while visiting the Vineyard last
year—bought it at a discount on site. s there any way | can get her some at
a discount by the case? Have a great Holiday. Andy iredaie. .

On January 2, 2009, McClement replied to iredale:
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[ tried to call Katie Alley back last week but missed her. The best bet wouid
be TOTAL Wines in GSGC, they have Sterling Napa Cab @ $19.99. Harris
Teeter will give 10% off on a case, their retail is about $26.89. Sterling
Vinters Cab (Central Coast) is around $12.99 at HT, and HT wili give 10% off
a case as well”

McClement did not remember trying to call ALLEY. He specuiated though, he would have called ALLEY
to recommend places for her to shop for the wine she mentioned. McClement commonly makes
suggestions to consumers where to buy wine.

On December 30, 2008, at 3:40 p.m., ALLEY sent the following e-mail to lredale:

At 918 pm.,

i Andy, Hope you and the family had a fun Christmas! Happy New Year- 2
days earlyl What address would you like me to send the dispiay plan to for
you? Katie”

tredale replied to ALLEY:

Hi Katie, My address is as follows: [Strest address intentionaily
omitted]. BTW-I stilf haven't given up on the Sterling...| should have a
little more progress after the Holidays (hopefully). Do you like the
2004 Cab? Is that what you are locking for or is it something else?
Have a Great New Year's too! See you soon.

Andy lredale. "

On December 31, 2008, at 8:09 a.m., ALLEY repiied to Iredale:

Hi Andy! Happy New Years Evel Thanks for the address- you should receive
the plan early next week. | do like the 2004 year and if you are talking about
diamond mountain ranch- yes, the cab is one | was looking for- it is hard to
get-been trying for 2 years. My other favorites are the zinfandel and pinot
noir (I just iooked at my receipt from when | was there-kept it so | wouid know
what | liked and it says oak knoll pinot noir, the zinfandei is just the reguiar
one that you can only buy at the winery). Yesterday, we looked at where we
are from last year and it looks like we will be up-not much, but hey, | wili take
it gladly! Enjoy whatever yal are doing tonight and eat lots of greens and
biack eye peas tomorrow so that you have lots of money and good luck! See
va soon! Katie

On January 2, 2008, at 11:42 a.m., Iredaie forwarded ALLEY'S e-mail message o McClement:

You can see below what I'd like to get her-a case of each. Please let me
kKnow what you need from me. Thanks. Andy
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At 1:22 p.m., McClement replied to Iredale:
DMR Cab is very allocated and Sells for about $380/Case. The Zin and
Pinot are not available, they are probably very small vintages restricted to the
Winery only. Tell me what you want and we will make it work. Perhaps 6
bottles DMR cab, 8 bottles of regular Napa Cab? Let me know, give me &
WBS code, and | will get Empire to puil it for you tp[sic] pick up. Send a fresh
EMail so [ can bounce it.”
On January 5, 2009, at 5:15 p.m., Iredale replied to McClement
Jim, 8 of each would be perfect. Thanks so much for your help with this.
The WBS is as foliows: 9NA153229NC43000FFNX24 Please let me know
the address to pick up, and the total charge $. Thanks again, Andy lredale . ..
At5:31 p.m., McClement sent an e-mail request to Laura Lawson at =mpire Distributing:
| have a request for some samples from Andy Iredale for a Spirits function.
Can you puil 6 boftles of Sterling DMR Cab and 6 boitles of Sterling Napa
Cab, bill me 100%, and let me know when he can pick it up? Thanks.
| asked McClement about the term “spirits function.” He said he thought iredale “had a dinner or a
meeting and was going to serve this wine.” McClement also said, “He [lredale] wanted some samples
and | put in some samples for him”

On January 8, 2009, at 8:50 a.m., Lawson forwarded an e-mai message from Laura Smailes at Empire
Distributing to McClement:

Please let Jim know that Mr. Iredale is able to pick up his samples. Thanks!
Smaites

AL 8:38 a.m., McClement forwarded Lawson’s message to iredale, atong with the foliowing:

Samples are ready and can be picked up at Empire Charlotte. Cmpire is in
tlocation intentionally omitted].

On January 14, 2009 at 2:21 p.m., McClement sent an e-mail message o Iredale:;
Did you get these?

At 2:54 p.m., iredale replied to McClement:
Yes! Thank you so much!

AL7:37 p.m., redale sent another e-mail message to McClement:
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{Unretated topic in first paragraph.]
By the way, what was the total charge for the Wine? Thanks again, Andy
lredale. ..

At 7:48 p.m., McClement replied to iredale:

t don’t know, they will invoice me later. Don't worry about the charge. Il use
your code if 'm tight on budget at EOY, but probably not. 1'li let you know if |
need to use it. As long as Katie is happy. 1 did notice that Zwack distribution
is going well, | asked the guys in Wendover East store about it (as a
consumer), they were fairly knowledgeable.

The cost of the wine was a “credit to Empire” which came from DIAGED NORTH AMERICA, through
McClement's “sample budget.” McClement said he could not find an invoice for the wine. McClement
was referring to ALLEY when he said, “As long as Katie is happy.” McClement knew ALLEY “was the
one asking for the wines.” He also said he was not under pressure to “do anything for Katie ALLEY "
McClement said he works to accommodate other customers as long as requests are "within reason.” He
cited Iredale’s request for wine, intended for ALLEY, costing $390.00 per case as not being within
reason. As a rasult McClement made an alternate suggestion.

in closing, McClement said any person who vacations in northern California is “interested in wines.” He
mentioned tours of Diageo vineyards and described them as an opportunity to educate consumers and
‘promote our brands.” Lastly, McClement said he answerad all my guestions truthfully.

The interview ended a short time later.

After the interview with McClement, | met with Kapp and Margan to discuss the Diageo employee family
and friends wine sale in which ALLEY participated. See investigative Report p. 97, §4. Morgan
explained anyone over 21 years old may participate in the sale. She said o participate, one registers on
the appropriate website and simply enters the name of any Diageo employee as the password. She
showed me an internet webpage (www slickdeals.net) where a consumer notified readers of the page
about the sale and instructed users who registered to use the name of the President of DIAGED
NORTH AMERICA as the password.

DATE:
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SOUTHERN WINE & SPIRITS MID ATLANTIC, INC.

The Investigative Report cited two instances when liguor vendor representatives, Amy Aeberscid and
David Brown, admitted taking things of value to ALLEY'S house. One item was a tailgating picnic table.
The other was an electric fireplace. See investigative Report at p.37,92andp. 38,99 3 and 4.

On May 17, 2010, ALLEY denied the items were faken to her house and twice emphasized liguor vendor
representatives had never been to her house. She also claimed Brown actuaily delivered the slectric
fireplace, alleged to have been taken to her home. to the CITY OF GREENSBOROC ABC BOARD
Administrative Office. See Investigative Report at p. 82, 196 and 7.

During the same interview, ALLEY and | discussed g winery tour and meal provided to ALLEY by a
liquor vendor representative white she was in California in October 2008, See Investigative Report at p.
79, 4. An e-mail message ALLEY sentto a liquor vendor representative indicated Kimberiee Wiison,
and two other people, accompanied ALLEY on this tour and meal.

See Investigative Report at p. 21, T4 and7.

On May 24, 2010, | visited the neighberhood where ALLEY fives, A red Porsche sports car was parked
iNALLEY'S driveway. | photographed the house and car. Records at the North Carolina Division of
Motor Vehicles indicate Kimberiee Wilson ofw Katie Drive, Greensbore, NC owns the vehicle

On August 13, 2010, | visited the neighborhood where Wilson's house is located and photographed her
nome. Records at the Guilford County Register of Deeds indicate Wiison purchased the home, which is
located naar the Greensboro Gountry Club Farm Course, in 2002 and remains the owner of record.

On August 18, 2010, | met with Aebersold. Nick Bergman, an atforney representing SOUTHERN WINE
& SPIRITS MID ATLANTIC, INC.. listened via telephone conference call,

| recapped the previous intervisw with Aebersold when she claimed to have faken a Crown Royal logo
table to ALLEY’S house. See Investigative Reportat p. 36, 77 through p. 37, § 2. Aebersold told me
she was truthful reporting the incident. She said ALLEY'S house was “on a golf course on Katie Drive.”
Aebersold specifically recalled “the garage” at the home where she took the table. | showed Asbhersaid
a photograph depicting the garage door on ALLEY'S home. Aebersold said the garage in ths
photograph was not the same as at the home where she ieft the table. | showad Aebersoid a
photograph of Wilson's house. Asbersold said, “That's where ! took the tabie to. That's exactly where it
was.”

Aebersold recalled the day she took the table to the home on Katie Drive. During a telephone
conversation with ALLEY about the table, ALLEY asked Asbersold, "Do you mind dropping it {the table]
off at my house?” When Aebersoid agreed, ALLEY gave her the Katie Drive address. Whenr Asbersold
menticnad the coincidence of ALLEY'S home being on Katie Drive, ALLEY responded, “Yea.”
Aebersold entered the home address in the GPS unit in her automobile and foliowad its directions to the
home. She took the table from her automobile, placed it near the garage door, and left. Aebersold, who
has not again discussed the table with ALLEY, thought the home on Katie Drive was ALLEY'S.
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The investigative Repart set out two occasions when Aebersold did not pour out the conients of liquor
potties reported as broken or distressed. but instead put the bottles in ALLEY'S office restroom. See
Investigative Report at p. 36, 19 2,3,4,5.5. ALLEY denied this allegation. See investigative Report at p,
86,9 6.

Inthe first instance, prior to a sales call, ALLEY contacted Aebersold via telephone and menticned a
pottie of Johnny Walker Blue Scotch Whisky with a leaking cap in the storage cabinet awaiting
destruction. Aebersold said it was “very rare” for Johnny Walker Blue Scotch Whisky to be reported as
distressed or broken. When she put the bottle of Johnny Walker Blue Scoich in ALLEY’S restroom,
Aebersold was not accompanied by any CITY OF GREENSBORO ABC BOARD employess. Aebersoid
returned to pouring out other distressed liquor products, signed the Destruction of Unsalable
Merchandise Report, and carried it to Debbie DeVriend, an employee of the CITY OF GREENSEORO
ABC BOARD. | showed Aebersold a copy of a Destruction of Unsalable Merchandise Report setting out
a number of distressed or broken liquor products she signed for destruction on March 31, 2009, The
Report listed eighteen different brands of liquor products destroyed, along with one bottle of Johnny
Walker Blue Scotch Whisky. Aebersold confirmed her signature was on the report. (NOTE: A query of
CITY OF GREENSBORO ABC BOARD records found one botlle of Johnny Walker Blue Scotch Whisky
reported broken or distressed from 2007 through 2009. The “location code” on the Report indicates a
customer returned the bottle to the mixed beverage warehouse in the same building as the CITY OF
GREENSBORO ABC BOARD Administrative Office.)

Employees of the CITY OF GREENSBORO ABC BOARD rarely witness Aebersold destroy distressed
liquor products. Aebersold also said ALLEY has never observed her destroy distressed liquor.

Aebersold recalled another time in 2008 when ALLEY requested a bottle of distressed liquor not be
poured out, but instead be put in her restroom. Trevor Adair, a co-worker was with Aebersold when this
incident occurred. On this particular day, ALLEY called Aebersold via telephone before she and Adair
arrived at the CITY OF GREENSBORO ABC BOARD Administrative Office. During the conversation
ALLEY asked Aebersoid if Adair “knew the deal” about breakage and not to pour out “the good stuff.”
ALLEY requested a bottle of Don Julio Real Tequila not be poured cut. After the conversation with
ALLEY, Aebersold toid Adair not to destroy expensive distressed liguor products when he made sales
cails on the CITY OF GREENSBORO ABRC BOARD,

in the falt of 2008, ALLEY requested a number of mini bottles of Hennessy Cognac from Aebersold. As
a result of the request, Asbersold spoke with Adair and asked him to bring a quantity of Hennessey
Cognac in mini bottles to ALLEY. Later. whiie ALLEY, Aebersold, and Adair were inside the CITY OF
GREENSBORO ABC BOARD Administrative Office, ALLEY gave Adalr the keys to her car. Adair left
and returned a few minutes later to give the keys back to ALLEY., According to Aebersoid, Adair brought
ALLEY at least twelve mini bottles of Hennessy Cognac.

The interview ended a short time iater,
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On August 18, 2010, | met with David Brown of SOUTHERN WINE & SPIRITS MID ATLANTIC, INC.
Nick Bergman, an attorney representing SOUTHERN WINE & SPIRITS MID ATLANTIC, INC., listenad
via telephone conference call.

| recapped my previous interview with Brown when he claimed to have taken an electric fireplace
bearing a Jim Beam logo to ALLEY’S house in March or April 2009. See Investigative Report at p. 39,
i1 34,5, Brown said he truthfully answered all questions in cur previous interview.

Brown recalled events leading up to the fireplace being taken to a home he believed to be ALLEY'S.
During a conversation at the CITY OF GREENSBORO ABC BOARD Administrative Office, ALLEY
asked Brown about the disposition of the fireplace after it was used in a store display. ALLEY soiicited
Brown to give the fireplace to her. After Brown agreed to give the fireplace to ALLEY, they drove in
separate vehicles to the City of Greensboro ABC Store where the fireplace was displayed. Brown
believed the fireplace was displayed at the ABC store on Battleground Avenue. Brown took the fireplace
from the store and put it in his vehicie. When they left the ABC store, Brown followed ALLEY as she
arove her car o a heme in a “golf course community.” Brown also recalled the house was a “two story
brick home on a corner fot.” Brown remembered the goif course was “under renovation” and “not
playable ”

When they arrived at, what Brown “assumed” was ALLEY’S house, she remotely opened the garage
door from inside her car. Brown saw “a red sports car’ in the garage. ALLEY showed Brown where to
leave the fireplace. After Brown put the fireplace in the garage, ALLEY thanked him and he jeft. He
described the event as “a quick drop off.” Brown has not seen the fireplace since it was left at the home.
Brown mentioned again he thought the house was ALLEY'S. He said, “l don't have garage access o
anycne's home.”

| showed Brown & photograph of ALLEY'S house. He did not take the tireplace to the house in the
photograph. When | showed Brown a photograph of Wilson’s house, he was “sure that's the house |
went 1o.” Brown looked at the photograph and said, “That's the house where | dropped it off.”

(NOTE: On September 8, 2010, Jim Deaton of the Greenshoro Country Club fold me the Farm Course
underwent reconstruction from November 1, 2008 through November 15 2000 According to Deaton,
because of the reconstruction, this golf course was not open for play during March, April, or May of
2009. He said in April 2009 sprinkler systems were installed on the course and described it as “ail dirt.”)

I fold Brown about ALLEY'S claim that he put the fireplace in the CITY OF GREENSBORO ARC
BOARD Administrative Office. Brown told me ALLEY was not truthful. He said a fireplace, different than
the one taken to Wilson's home, was put in the CITY OF GREENSBORO ABC BOARD Adminisirative
Office. Brown removed that particular firepiace from a display at the City of Greensboro ABC store on
Ring Road in "March or Aprit 2010” after ALLEY “suggested storing” the fireplace at the Administrative
Office. Brown was adamant the fireplace was not a gift. He also told me where 1o look on the fireplace
for a label setting out the fireplace is owned by SOUTHERN WINE & SPIRITS MID ATLANTIC, INC
Brown said the fireplace taken to Wilson’s home did not bear an ownership label.

o ' e,
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The Investigative Report cites two meetings | had with Brown during this investigation. He said the
fireplace taken from the ABC store on Ring Road to the CiTY OF GREENSBORO BOARD
Administrative Office was moved after our second meeting. Brown said there is “no question” he moved
two fireplaces. One was taken to Wilson's home. The other was moved o the CITY OF
GREENSBOROC ABC BOARD Administrative Office.

The interview ended a short time fater.
On August 19, 2010, | examined the electric firepiace at the CITY OF GREENSBORO ABC BOARD

Administrative Office. | found a label displayed where Brown described which reads, “Property of
Southern Wine & Spirits.”
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Kirt Clemens has been employed at SOUTHERN WINE & SPIRITS MID ATLANTIC, INC_, since
October 1, 2006. He is Vice President of the Premier Division, which markets spiritucus liguor supplied
by DIAGEO NORTH AMERICA and Moet Hennessey. Clemens is Aebersold’s supervisor. Prior to his
employment at SOUTHERN WINE & SPIRITS MID ATLANTIC, INC., Clemens was employed in Florida
by DIAGEC NORTH AMERICA in the Spirits and Wine Division. While employed with DIAGEO NORTH
AMERICA, Clemens submitted the Diageo Chateau and Estates Winery Request Form for clients
visiting DIAGEO NORTH AMERICA wineries and lodging facilities in California.

On August 18, 2010, | met with Clemens. Nick Bergman, an attorney representing SOUTHERN WINE &
SPIRITS MID ATLANTIC, INC., listened via telephone conference call.

The Investigative Report cited an incident where Aebersold contacted Clemens via telephone after
ALLEY instructed Aebersold not to destroy a bottle of distressed liquor preduct. See Investigative
Report at p. 36, §j 4. Ciemens said he did not remember Aebersold calling about this issue, but if she
did, he would have instructed her “to something other than what she did.” Clemens said he “knew the
breakage ruies.”

We aiso discussed ALLEY’S statement that she complained to Aebersold’s supervisor about Aebersold
overusing her allotted display space in City of Greensboro ABC stores. Ses Investigative Report at p.
82,11 7. According to Clemens, the only time ALLEY has compiained about Aebersotd was in the spring
of 2008, after Aebersold missed an appointment with ALLEY. Otherwise, ALLEY has spoken “well” of
Aebersold and has not complained to Clemens about Aebersold’s disproportionate use of display space
in City of Greensboro ABC stores.

in July 2009, Andy Iredale of DIAGEO NORTH AMERICA began working te procure lodging
accommodations for ALLEY when she planned o visit California in October 2009. On July 15, 2008, he
sent the following e-mail message to McClement and courtesy copied Clemens:

Jim,

Katie Aliey (my Greensboro Supervisor) is heading $o California on October
77-10" 1 guess I'm iooking to see if you have any hotel connections for her.
b will pay. She stayed in Napa at the BV place last time and is looking to
stay on the Sonoma side this time if possible. Where can | put her up? Do
you have a contact for me?

Thanks, Andy lredale. ..

Clemens was unsure why he was copied. He mentioned Iredale and said, "Andy set her up for a tour
and was setting her up for overmights” At one point, lredale inquired Clemens about the process to “set
tours up.” Clemens was not sure if ALLEY visited California in 2009 but said he “would assume she
went on the trip.”

On June 25, 2008, another winery visit request was made through DIAGEO NORTH AMERICA for
ALLEY and three guests for two nights lodging at Diageo’s Sterling Vineyards in California, arriving on

P
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September 9, 2008, Additionally tours of Beaulieu Vineyard, Sterling, Provenance, and Acacia
vineyards were requested. McClement submitted the winery visit request form.

On June 26, 2008, Mary Rudd of DIAGEC NORTH AMERICA sent the following e-mail 1o McClement:

Unfortunately both dates are completely booked at avery property.
Do you want to go forward with the tours if available? Please advise.

Thanks,
Mary
On June 27, 2008, Stavros sent the following e-mail message to fredale, McClement, and Clemens:
Andy/Kirt-FY]
i was not aware of this request.

Thanks,
John

At10:23 a.m., Clemens replied to Stavros and iredale:
Me neither. Who made the request??
At 11:52 a.m., Stavros replied to Clemens and lredale. He courtesy copied McClement.
I don't know.
Jim-Do you know who made the request?
AL 2:58 p.m., lredale replied to Clemens' 10:23 a.m., message:
Certainly not me~-First I've heard of it.
At 3:11 p.m., Stavros replied to Iredale and Clemens:
Katie requested it on her own through Empire.
Clemens reviewed a copy of the request and said he “was not familiar with the request until after the

fact.” Contrary to McClement's assertion, Clemens said he did not participate in making arrangements
for the 2008 request. An e-mail from Mary Rudd indicates the request was not honorad.
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On July 16, 2067, McClement submitied a Diageo Chéateau and Estates Winery Reguest Form for
Greensboro ABC, ¢/o Kirt Clemens. (See Exhibit A)

Clemens and | discussead the request which included overnight lodging accommodations in two rooms
for ALLEY and a friend at the Rutherford House at Beaulieu Vineyard in California for September 16 and
17,2007, The request aiso called for winery tours at Beaulieu Vineyard, Sterling, Provenance, and
Acacia vineyards. The primary contact for the icdging and tours was Clemens. The request for lodging
and winery tours was approved and confirmation e-mail messages were sent to Clemens, Stavros, and
McClement.

Clemens recalled a 2007 meeting with ALLEY and Stavros at the CITY OF GREENSBORO ABC
BOARD Administrative Office. During the meeting, ALLEY mentioned an upcoming trip she planned to
 California. A discussion of wineries owned by DIAGEC NORTH AMERICA and winery tours ensued.
During the conversation, Clemens offered to arrange lodging and winery tours for ALLEY, who said she
liked wine. ALLEY also said the lodging and tours “would be a good educational experience.”

Later, Clemens worked to make two nights’ lodging arrangements for ALLEY at the Rutherford House at
Beaulieu Vineyard on September 16 and 17, 2007. He aiso arranged winery tours at Beaulieu Vinsyard
Sterling, Provenance, and Acacia.

)

While staying at the Rutherford House at Beaulieu Vineyard for two nights, ALLEY incurred no lodging
expenses. According to Clemens, the cost of lodging is a ‘hospitality and marketing” expense

subsidized by DIAGEO NORTH AMERICA. | asked Ciemens if he knew ALLEY actually stayed at the
Rutherford House on the dates set out in the request. Clemens said, ‘I was aware. Definitely she did

b

go.

We discussed Clemens providing NASCAR tickets to ALLEY. Clemens said he has never seen ALLEY
at a NASCAR race. However, in 2008, he received two tickets from Andy Iredale designated for
“Greensboro ABC” to the May 2008 NASCAR race at Lowe's Motor Speedway. According io Clemens.
‘Diageo intended for the tickets to go to the supervisor.” Clemens gave the tickets to Ashersold or &
former employee of SOUTHERN WINE & SPIRITS MID ATLANTIC, INC. to give to ALLEY. (NOTE:
Aebersold admitted giving four tickets to ALLEY for the May 2008 NASCAR race at the Lowe’s Motor
Speedway. See Investigative Report at p. 35, 48,

The interview ended a short time later.

|
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Trevor Adair has been employed by SOUTHERN WINE & SPIRITS MID ATLANTIC, INC., for
approximately one year. He is a Retail Account Manager whose assigned area includes Greensboro,
NC. When he makes sales calls on the CITY OF GREENSBORO ABC BOARD, he meets with ALLEY
and destroys distressed and broken liquor products at the CITY OF GREENSBORO ABC BOARD
Administrative Office. When Adair makes sales calls on the CITY OF GREENSBORO ABC BOARD,
Aebersold usually accompanies him. Adair has visited ALLEY one or two times when Aebersold did not
go with him.

On August 23, 2010, | interviewed Adair.

During our conversation, Adair detaiied the process for destroying distressed liguor at the CITY OF
GREENSBORO ABC BOARD. Usually, he and DeVriend review the fist of distressed products
marketed by Adair. They match the distressed products in storage with the products listed on the
Destruction of Unsalable Merchandise Report. After matching all the products to thase listed on the
Report, DeVriend and Adair sign the Report and pour the liquor products down a sink in another rocm,
DeVriend keeps the signed Destruction of Unsalable Merchandise Reports.

On at least one occasion, ALLEY, instead of DeVriend, withessed Adair destroy distressed liquor. Adair
said there was “no doubt in my mind” ALLEY watched as he destroyed liquor products. Adair signed the
Destruction of Unsalable Merchandise Report and gave it to ALLEY. Adairbelieves ALLEY gave the
Report to DeVriend. Adair's claim contradicts ALLEY’S asseriion she is “not invoived in that process
lliquor destruction] at all.” See Investigative Report at p. 86, 9] 6.

Shortly after Adair began empioyment at SOUTHERN WINE & SPIRITS MiD ATLANTIC, INC.,
Aebersold instructed him not to pour out costly distressed liquor products at the CITY OF
GREENSBORO ABC BOARD. He was foid to put them in ALLEY'S office or a restroom located
between ALLEY'S office and a conference room.

The first time Adair visited the CITY OF GREENSBORO ABCBOARD Administrative Office, ALLEY
asked if he "knew the deal.” ALLEY told Adair she was referring to discreetly putting expensive liquor,
reported as distressed or broken, in her “bathroom or office” instead of destroying the products.
According to Adalr, he put liquor products reported as broken or disiressad i ALLEY'S office or
restroom "five or six times.”

On one occasion, instead of pouring out the contents of a bottle of Lagavulin Scotch, Adair left the bottle
in ALLEY’S restroom. Adair could not remember the date. He reported the product destroved. Adair
does not know the disposition of the botile or its contents. {NOTE: On February 4, 2010, Adair signed a
Destruction of Unsalable Merchandise Report indicating he destroyed a 750 miliiliter bottle of Lagavulin
Single Malt Scotch. The botile was reported damaged and missing the label at ABC store #1. On
March 4, 2010, Adair signed a Destruction of Unsalable Merchandise Report indicating he destroyed a
75C-miliiliter bottte of Lagavuiin Single Malt Scotch. This bottle was reported damaged and missing the
labet at ABC store #7 )

| AGENT'S NAME:
_ Alan Fields

DATE: Wﬁg@www
10/25/10 |~ i Vo,
‘« ~



]AL-Q-Q CONTINUATION PAGE Page of Pages | Case Number |
! 26 90 | 10-064-001 |

in the fall of 2009, Adair reported destroying a distressed 1.75 liter bottie of Tangueray Rangpur Lime

~ Gin. Instead of pouring the contents out, Adair put the bottle of gin on a bar in ALLEY’S office. He
signed a Destruction of Unsalable Merchandise Report indicating the contents were poured cut. He
does not know the disposition of the bottle or its contents. (NOTE: On August 27, 2008, Adair signed a
Destruction of Unsalabie Merchandise Report indicating he destroyed a 1.75 liter bottie of Tanqueray
Rangpur Lime Gin. The bottle was reported as broken/dented at ARC store #14).

In late 2009, Adair reported destroying a distressed 750-milliliter bottle of Don Julic Real Tequila.
instead of pouring the contents out, Adair put the bottle of tequila in ALLEY'S restroom. On January 5,
2010, Adair signed a Destruction of Unsalable Merchandise Report indicating the contents were poured
out. The "location code” on the Report indicates the bottle was found leaking at the mixed beverage
warehouse in the same building as the CITY OF GREENSBORO ABC BOARD Administrative Office.

Adair feared ALLEY would compiain to his supervisor if he failed to follow instructions to put expensive
distressed fiquor products aside for ALLEY. At one point, Adair said he yielded because he “needed a
Job.” Adair said no other ABC system employee has asked him to engage in this practice.

| told Adair of ALLEY'S claim that she never requested liquor vendor representatives put distressed
liguor in her office or restroom. When { asked if ALLEY was being truthful, Adair answered, “No.”

in October or November 2009, Aebersold and Adair visited ALLEY at the CITY OF GREENSBORO ARC
BOARD Administrative Office. During the appoiniment, Aebersold told Adair to leave and refurn with
mini botiles of spirituous liquor kept in a nearby storage facility. Adair said the liquor was in “my storage
unit.” He left and returned a short time later. Adair was unsure of the number, but said he returmned with
at least 24 mini bottles of Hennessey Cognac and at least 10 mini bottles of Ketel 1 Citrone Vodka.
When Adair returned to the CITY OF GREENSBORO ABC BOARD Administrative Office, he met with
ALLEY and Aebersoid. ALLEY gave him the keys to her car, “a black Mercedes.” Adair returned o his
vehicle and removed the mini botties of spirituous liquor. He put the bottles in the frunk of ALLEY'S car
and returned the keys to her.

I told Adair of ALLEY'S claim that liquor vendor representatives had given her fewer than 10 mini botties
of spirituous liquor during her career at the CITY OF GREENSBORO ABC BOARD. Adair said ALLEY
was not being truthful.

During a sales call in the fall of 2008, Adair took ALLEY a box containing a number of Captain Morgan
Rum fogo boxer shorts. According to Adair, he was instructed by Aebersold to carry the boxer shorts to
ALLEY. When Adair gave the boxer shorts to ALLEY  she toid him they were “for employees.”

The interview concluded with Adair teliing me he was truthful answering all guestions.
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On Aprit 23, 2007, at 7:04 a.m., ALLEY began the following e-mail exchange with Waiter Jordan of

Republic National Distribufing Company:

Morning Walter,
Hope you are off to a great day!

Did you hear about the fires in Myrtie- at Barefoot lL.anding Resort?
Mom called this morning and told me about it- she was a littie frazzled
but just called back and said it was on the other side of the water so
hopefully it will not be near my place.

| know you and the family are going o enjoy the show! | am having
dinner with Paulie C tonight- been planned for a while . . . so think of
me listening to all that talk while you are batting the beach ball around
(Smile face)

Be safe!
K

At 8:20 a.m., Jordan replied to ALLEY:

| heard about the fire yesterday and saw the sevarity of it on the news
this morning. [ thought about your Mom and your place, wasn't real
sure exactly where your condo was. I'm headed to the beach in the
morning for a homeowner's meeting this weekend and election of
board members.

When Buffett sings Fins fonight, I'li think about you having dinnar with
that shark, PC.

Take care,

Walter

At 8:28 am., ALLEY replied to Jordan:

I almast spitted on the monitor when | read that!

It is on the other side of the intercoastal- mine place is between the
intercoastal water and 17 business- right behind California
Dreaming. It is scary though since it could happen to anyone of us.

Happy Friday Eve and | hope all goes well at the beachi- know you
are ready for a break? Got some bourbon and scotch going with ya”
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At 9:00 a.m., Jordan replied to ALLEY:

texactly where you're at, don't go up that way much, but | know
where California Dreaming is.....I've got some bourbon and cigars for
the weekend,.

Il be on the lookout for Lisa, enjoy your dinner and have a great
weekend.

Waltar

At 9:43 am., ALLEY replied to Jordan:

Thanks in advance for taking care of Lisa. In many ways, she has
been a Godsend to me,

tiooked over there where the fire is when | was going to buy
something, but that bridge kept catching me and | thought oh no, this
won't work. Can you imagine, drive all the way there and your drink
awaits you and dang, got wait for the tug boat to pass, before you
finally arrive at your placel!!

Fwill fry to enjoy- [Unrelated topic]

Think | should order a W. Turkey or & Stcli? Don't respond to that-
just messing!

See ya,
K

AL9:58 a.m., Jordan replied to ALLEY:

[Unrelated topic]

 still drink Maker's when | get a chance, | keep a bottle at the beach
It doesn’t count if | drink it in SC.

'm sure dinner will be pleasant, we'll be having cheeseburgers in
paradise and drinking margaritas while you're dining and enjoying
Caymus... ..

Walter
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ALLEY concluded the exchange in this reply to Jordan:

Oh Caymus would be awesome- you know you and | share some
many great loves- cigars, golf, makers, Caymus, Cakebread!

Turkey’s Rare Breed, Russell's Reserve, American Spirit and
Kentucky Spirit aren’t bad!!! Itis so hard to beat Maker's. York
keeps me a good supply- he knows it is my fav.

[Unrelated topic]

Did you hear that Greg got the job at Triad?- not sure if he is
President like Jim, CEQ like me, Calvin, Curtis, {(maybe Cralg), or
GM or what.

Bill York is Vice President of the Performance Division of SOUTHERN WINE & SPIRITS MID
ATLANTIC, INC. York's division markets Makers Mark Bourbon,

On September 16, 2010, | interviewed York. Attorney Nick Bergman listened to the interview via
telephone conference call.

York could not recall giving any Maker's Mark Bourbon o ALLEY. He read the e-mail message where
ALLEY claimed York kept her “a good supply.” After reading the e-mail message. York again said he
has never given Maker's Mark Bourbon to ALLEY.

We also discussed NASCAR tickets allegedly given to ALLEY by liquor vendor representatives. The
Investigative Report detailed an incident in October 2008 when David Brown gave ALLEY two fickets to
a NASCAR race in Charlotie, NC. See Investigative Report p. 38, 9 7. York also discussed Brown
furnishing tickets to ALLEY for the October 2009 NASCAR event in Charlotie. See Investigative Report
p. 42 95 ALLEY denied receiving any NASCAR tickets from representatives of SOUTHERN WINE &
SPIRITS MID ATLANTIC, INC., See investigative Report p. 82, § 5.

York atiended the October 2009 NASCAR event in Charlotte, NC. Although he did not recall seeing
ALLEY at the race, York said if Brown claimed to have given the tickets to ALLEY, he believes Brown.

The interview ended a short {ime later.
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SPARROW & ASSOCIATES, INC.

On September 10, 2010, | interviewed Avery Sparrow, Vice President of SPARROW & ASSOCIATES,
INC. He and | discussed e-mail exchanges he had with ALLEY.

On August 8, 2007, at 8:01 a.m., ALLEY sent the following e-mail to Sparrow.

Subject: Tee Shirts
Hi Avery,

Hope ali is well with youl

Can you help me get some tee shirts for our warehouse-l need about
20 tees about 5 that are medium and 15 that are extra large. Can you
please heip?

How are things?

Katie

At 4:58 p.m., Sparrow replied o ALLEY.

On August 8, 2007,

Hey there my fellow scotch drinker! I've been out and about all week,
and am finally home at a decent hour! | would be more than happy to
bring some shirts for you all next time | go over there. Any particuiar

brand, or just a variety?

i got your email regarding Burnett's distribution. Thank you. And of
course, you know | want to {alk to you about getting those other
flavored 1.75’s (Vanilla and Citrus) into the Rotherwood store,
particularly the Citrus...|

[l.ast paragraph unrelated topic]

Avery Sparrow
Sparrow & Associates

at 8:36 am., ALLEY replied fo Sparrow.
Avery,
Great- thanks! Any brand will do- it is for our warehouse so they will

be in the stores delivering and advertising.

Aliis good on this end- just trying to stay cool for the rest of these hot
days. We broke record yesterday- 2 days in a row above 100,

{Last pa{agraph unrelated top ]
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Wishing you a fabulous weekend
K

Sparrow said the practice of giving t-shirts to ABC system managers was common in 2007. He did not
consider ALLEY'S request to be inappropriate, but knew a “state rule” required him o give the t-shirts fo
the system manager instead of employees. Sparrow was confident he took the t-shirts to ALLEY. He
does not know the disposition of the shirts.

On August 24, 2009, at 12:09 p.m., Alley sent the following e-mail to Sparrow:
Subject: Firefly Distiller

Hi Avery,

| would like to go to the firefly distiller on the Sat. after Thanksgiving.
My sister and brother in law and maybe my mom will be with me.
Should [ arrange this with Scott or do | would you like to arrange it.
Thanks,

Katie

Sparrow arranged this distiliery visit for ALLEY in October 2009 instead of November 2009. He said the
Firefly distillery is not large and no cost was incurred to SPARROW & ASSOCIATES, INC., for this visit.
Sparrow said the general public can tour the facility at no charge, but tours are not frequently scheduled.

On September 28, 2009, at 11:47 a.m., Jessica Williams {also known as Jessica Braswell), of
SPARROW & ASSOCIATES, INC., sent an e-mail message 1o ALLEY.

Subject: Firefly Distillery Tour
Katie,

| am writing to confirmi that one of your store managers, Byron Dahl
wants to tour the Firefly Distillery on October 15" Could you pisase
let us know how many pecple this will include and what time he would
like to take the tour? Please include Avery in your response,

Thanksl!!
Jessica Braswell
At 1147 am., ALLEY repiied to Braswell.

Hi Jess,
It wilt be 4 in his tour and anytime in the afternoon is good with him.
Many thanks for doing thisi
Katie

et S

VISOR 3R
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On October 5, 20089, at 7:13 p.m., during an e-mail exchange, Sparrow sent the following message to
ALLEY.

[First paragraph unrelatad topic]

Also, | am still waiting to hear back from Wally regarding Byron's
tour. He did confirm verbally last week that it wouldn't be a problem,
t sent him another email just a few minutes ago and am sure that |
will hear back from him shortly. | hope you got the email from Lisa
Qak regarding our Antique Collection Bourbons last week!

At 7:32 p.m., ALLEY replied to Sparrow.

Thanks Buddy!
Wally confirmed both are at 300.

[Last paragraph unretated topic]
K

Again Sparrow emphasized his company incurred no expense to arrange this tour. He said the tours
are available to the general public and for each he simply made sure tours were offered on the dates
ALLEY and Dahi planned fo visit.

Sparrow and ! also discussed other items of value he gave ALLEY. During the holiday season of 2008,
Sparrow made a sales call on ALLEY. He gave her a 750-milliliter botile of Evan Williams Single Barrel
Bourbon. During the visit, Sparrow took the bottie to ALLEY'S office where he gave it to her.

When | told Sparrow of ALLEY'S claim that liquor vendor represeniatives had given her less than 10
mini bottles of product during her career, he laughed and told me her assertion was not correct.

The interview ended a short time iater.

Foa
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PERNOD RICARD

PERNOD RICARD is a supplier of spirituous liquor brands such as Absolut Vedka, Seagram’s Gin and
Malibu Rum. The North Carolina State Manager for PERNOD RICARD is Scott Ehrenberger.

On August 28, 2007, ALLEY began the following e-mail exchange with Ehrenberger:

Hi Scott,
How are you doing and how is your family doing?

Thanks again for coming to our opening the first of August- your
support means a lot. Jack Wooten has coordinated tastings for the
newest gin and juice sc hopefully the impact on that will be good.
Thomas is doing well w/ displaying and of course both hit me up all

the time for expanded distribution-whew!!i

You guys asked me about going to a Panther game this season and |
wanted to know if it is possibie to get 4 tickets to the Sept 30 Tampa

- Bay game?

When are you coming this way next-l would love to catch up with you.
K

On August 31, 2007, Ehrenberger replied to ALLEY:

H: Katie,

The family is doing great- Thanks. | hope everything is going well for
you. { am actually trying to schedule a trip fo Greensboro in the very
near future. | am planning on holding my Holiday Sales Meeting with
the SWS reps in Greensboro this year. | wanted to show a little love in
Greensboro & Katherine! | will let you know my schedule shortly and
hopefully you can come out and join us for some fun that evening. |
have fentatively scheduled Sept 27" in Greensboro for my Holiday
Meeting (location TBD). | will keep you in the loop. The plan is to meet
with the team in the afternoon and then take the entire team out for
dinner. The after dinner we would possibly visit a couple of on-
premise accounts. | would fove to have you join us, if you are
available.

| hope the new store is working out well for you. | appreciate you help
with Seagram’s Gin & Juice Tropical Thunder and aliowing us to do
the NA tastings. | am hoping that the tastings will help kick start the
new flavor in Greensboro. | will share the tasting recaps and results
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with you as you receive them. | can definitely help you out with your
request for the Tampa Bay game on Sept 30" and | ook forward to
spending some time with you. Kick off is at 4:05 pm. | will drop off the
fickets when | am in Greensboro- if that is ok with YOu.

Have a great Holiday Weekend,
Scott

On September 4, 2007, ALLEY replied to Ehrenbefger:

Hi Scott,

Great- | have you on the calendar for the 27" And if you come
before- that will be a bonus!

ook forward to reviewing the notes on the tastings.

Hope you have a great week!

K

On September 25, 2007, Ehrenberger sent the following message to ALLEY:

We will be having dinner tomorrow night in Greensboro at Grappa
Grille @ 6pm. | hope that you can join us for dinner. The planis to
have dinner then afterwards hit a couple of on-premise accounts. |
would love to have you come out! Please let me know if you can
attend. You are welcome to bring a guest if you would like.

Look forward to sesing you...

Dinner (6:00pm)

Grappa Grille

2618 Lawndale Dr

Greensboro NC

The foliowing people will be attending:

Me

Natasha (new Pernod Ricard on-premise DM)

Kurt

Jack

Mark Anderson (SWE on premise manager)

Katherine

Hopefully Katie

Thanks

Scott

e B
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On September 26, 2007, at 7:50 a.m.. ALLEY replied to Ehrenberger:

Hey Suga,

So sorry | could not talk the other day- | had 2 board members calling
and they need my immediate attention. We had a board meeting
yesterday and all went well. | am so excited that you are coming o
town and look forward to seeing you tonight. | may have 1o pass on
the late night events. | have a 7:30 breakfast meeting tomorrow and |
need to be as fresh as possible.

Be safe in your travels up and can’t wait to see yal

K

On September 26, 2007, at 8:29 a.m., Ehrenberger replied to ALLEY:
Katie,

| totally understand and | know how the job can get hectic at times.
Giad to hear the board meeting went well. | am also happy to hear
that you can join me for dinner and I'm looking forward to seeing you.

By the way, | have access to 4 pre-game field passes. You and your 3
guest will get escorted on the field and be able to walk around on the
field while the team warms up. Everyone that has done this has
enjoyed it. Let me know if you are interested in taking advantage of
the field passes.

You will need fo be outside the maingate by 3:45pm (1hr 15minutes)
before the game. | will give you instructions if you decide to do this.

See you tonight,
Scoft

On September 24, 2010, | interviewed Ehrenberger. Attorney Hardy Lewis also attended the interview.

threnberger and ! discussed the e-mail exchange. He offered ALLEY tickets to Carclina Panthers
football games on several occasions and did not consider ALLEY'S request for tickets to the Sepiember
30, 2007, game to be a solicitation.

Ehrenberger recalled two times when ALLEY attended Carolina Panthers football games using
admission tickets provided by PERNOD RICARD. Once, ALLEY and her mother attended. On another
occasion, ALLEY and “Kim” attended. Ehrenberger recalled seeing ALLEY at the September 30, 2007
Carolina Panthers football game, but was not sure ALLEY used the field passes. He remembered
ALLEY’S mother attended the game and referred to her in a May 2008 e-mail message;

"AGENT'S NAME: AGE WRE: "DATE: szp?v, ORS A
_Alan Fields ) | 10/25/10 AN’




{AL-@Q CONTINUATION PAGE ‘Page  of Pages | Case Number
36 90 | 10-064-001

Hi Katie,
[First paragraph unrelated topic)

I hope you have a wonderful weekend and please tell your
Mom that | said HELLO! Your Mom is precicus and | can see
how you turned out the way you did “perfect ”

Talk to you soon,

Scoft

On June 12, 2008, ALLEY began the foliowing e-mail exchange with Ehrenberger:
Hi Scot,
[First paragraph unrelated topic]

Hey — on another subject- A fun one- Carolina Panthers- | have
2 PSL in the upper level and | want to upgrade- do you ever
come across PSL for sale in the lower level? if so | am
interested in buying 2.

Hope you have a great day!

Katig

Ehrenberger replied to ALLEY:

Hi Katie,

| will keep my ears open and ask around for you. | will even run
this by my Panther's contact as well and get back to you. Have
you checked out Craig's list in Charlotte or the Chariotte
Observer Classified online? You might have some iuck there. |
think | may have told you this already, but | have decided to
step up to a suite for this upcoming year. Holds 18 pecple and
should be awesome experience. Hope to see you at a bunch of
games.

Scott

On October 22, 2008, Ehrenberger sent the following message to Adam Deschenes, who works for the
Carolina Panthers. This message was courtesy copied to Jack Wooten of SOUTHERN WINE &
SPIRITS MID ATLANTIC, INC., and ALLEY:

Hi Adam,

I would iike to use 4 of the field passes for a guest named Katie
Alley and 3 of her friends for this upcoming weekend's game.
Katie will be the contact for the passes. Katie's call phone
numper is [intentionally omitted]. Katie will call you on your cell
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fintentionally omitted] if she is iost, running late or has any
questions.

Katie- You and your friends will need to meet Adam (Panthers
Rep) at 11:45am outside the main ticket office on Sunday.

I 'am looking forward to seeing you on Sunday,

Thanks,

Scott

On October 23, 2008, at 9:40 a.m., ALLEY replied to Ehrenberger:

Hi Scott,

Thanks so much for ali!

Looking forward to seeing you as well and hearing all about the
new things Pernod is doing.

Be safe and see you soon!
K

At 9:56 a.m., Deschenes repiied to Ehrenberger. He courtesy copied Wooten and ALLEY:

Got it. Thanks.

The tickets, for admission to the Qctober 26, 2008, Carolina Panthars football game, were left with a
Carolina Panthers representative at the main entry gate for ALLEY. Ehrenberger was unsure f she
used the field passes. After October 26, 2008, the Carolina Panthers next home fostball game was

November 16, 2008,

On November 10, 2008 at 7:27 a.m., Ehrenberger sent the foilowing e-mai message o ALLEY:

Good Morning Katie,

I hope you had a good weekend. | got your message from last

week and have not heard back from my contact at the Panthers

yet. L will call the stadium again today and ask about the
camera. t will ry and have an answer for you by the end of the
day. If the camera was left in the room, it would have been
locked in a special cabinet. Hopefully it will turn up teday.

Talk to you soon,

Scott

AL 7:40 a.m., ALLEY repiied to Ehrenberger:

Hi Scott,

Thanks so much — sorry to be a bother about this wishing you a

great week!
K
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At4:14 p.m., Ehrenberger replied to ALLEY:

Hi Katie,

No iuck as of yet. The stadium instructed me to try their lost
and found at [intentionally omitted]. { would suggest having
your guest contact the lost and found so that they can provide
details about the camera make/model. | am not 100% certain
that the person | spoke with had access to the cabinet that |
menticned and may have cnly checked the actual suite with out
checking the cabinets. | will have Natasha check the cabinet
this weekend for the camera. Please let me know what kind of
camera it was? Still working on it!

Thanks,

Scott

At4:25 p.m., ALLEY repiied to Ehrenberger:

Hi Scoftt,

Ewill have him call this number-please don't worry about it one
more second,

Thanks so much!

Kate

Ehrenberger recalled one of ALLEY’S guests left the camera in the PERNOD RICARD hospitatity suite
after the October 26, 2008, Carolina Panthers football game. The camera was not found.

- During the interview, Ehrenberger and | discussed ALLEY'S claim that fiquor vendor representatives
have given her less than ten mini bottles of iiquor products during her career at the CITY OF

GREENSBORO ABC BOARD. Ehrenberger said “ten bottles sounds ‘strange’.” He has not frequently

given liguor to ALLEY, but recalled a time when he gave her a “sample bottie” Glenlivet Scotch,
Ehrenberger said the Scotch, which has a retail cost of $50.00, was given to ALLEY at her office when
he was working to “market a new product.”

Thie inferview ended a short time {ater,
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i THE CITY OF GREENSBORO ABC BOARD

Prem Lawrence has been employed by the CITY OF GREENSBORC ABC BOARD since 1981 He is
the Assistant Manager at the City of Greensboro ABC Store on High Point Road. Lawrence is currently
out of work due to injuries sustained in an automebile accident, He recently filed & discrimination
complaint with the Equal Employment Opportunity Commission against ALLEY and the CITY OF
GREENSBORO ABC BOARD after he was passed over for promotion to a siore manager position.

On August 5, 2010, | interviewed Lawrence. He discussed a number of issues including ALLEY'S
management praciices, displays in ABC stores, and liquor transfers between ABC sfores.

During his employment at the CITY OF GREENSBORO ABC BOARD, Lawrence has gotten “good”
performance evaluations. Since ALLEY assumed the General Manager's position, Lawrence has seen
his performance evaluations but has not been given a copy of them. He consistently received salary
increases for his performance until this year when he did not receive & salary increase. He alleged
ALLEY received a 10% salary increase this year.

The process of transferring liquor from one City of Greensboro ABC store to another is not unusual At
times, a brand of liquor sells out at one ABC store and a request is made to another store for the same
liquor to be transferred to the first store. For inventory control purposes, paperwork is completed each
time liquor is fransferred from one store to another. Lawrence recalled an incident in 2608 or 2009 when
ALLEY called him via telephone and requested a bottle of Remy Martin XO Cognac be transferred from
his store to the CITY OF GREENSBORO ABC BOARD Administrative Office. This particular brand of
liquor is costly (approximately $300.00) and was locked in a glass case at the High Point Road ABC
store. Although transferring liguor between ABC stores is a commen practice, Lawrence said
transferring liquor from an ABG store to the CITY OF GREENSBORO ABC BOARD Administrative
Office was “unusual.” Lawrence honored ALLEY'S product transfer request with little concermn. He
completed the paperwork and the Remy Martin XO Cognac was taken from the ABC store, either by a
warehouse employee or Marnina Queen.

Lawrence had second thoughts about ALLEY'S request for transferring the Remy Martin XO Cognac
after he read the Investigative Report. He does not know the disposition of the bottie of liquor, but
wondered aloud if ALLEY kept the botile for herself.

During the interview, Lawrence menticned seeing boxes of mini bottles of liguor on a fruck used by
warehouse employees to deliver liquor products to City of Greensboro ABC stores. Employees who
drive the fruck have told Lawrence the boxes of mini bottles are taken to the CITY OF GREENSBORD
ABC BOARD Administrative Office.

The CITY OF GREENSBORO ABC BOARD maintains a policy for displays of spirituous liguor soid in
ABC stores. ALLEY makes all display decisions for merchandise placement in City of Greensboro ABC
Stores. Lawrence said most brand displays in ABC stores are aliotted one area for product display.
However, Jim Beam Red Stag Bourbon is allotted two display areas in all City of Greenshore ABC
stores. Lawrence said, “No other brands are given this privilege.” (Beam Globai Spirits & Wine, Inc.,
supplies Jim Beam Red Stag Bourbon to the CITY OF GREENSBORO ABC BOARD. The investigative
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Report detailed instances when empioyees of Beam Global Spirits & Wine, Inc., purchased meals for
ALLEY. See Investigative Report at p. 9, M4, 5 86).

We also discussed the CITY OF GREENSBORO ABC BOARD'S poiicy prohibiting employees from
accepting gifts from liquor vendor representatives. According to Lawrence, this policy was implemented
by ALLEY after she became general manager of the CITY OF GREENSBORO ABRC BOARD.

Lawrence discussed ALLEY'S management style and practices. He described her management style
with the acronym “H.I.'T.” When | asked the meaning of M.1.T., Lawrence said, “Harass, intimidate, and
threaten.” He recalled a conversation with ALLEY in 2006 where she told Lawrence “argue with me and
Pl fire you.” He believes ALLEY transfers employees from one ABC store to other ARC stores
attempting to force transferred employees to resign. Lawrence said ALLEY does not allow employees to
speak with the CITY OF GREENSBORO ABC BOARD and, referring to employees, said, “People are
not happy.” He said ALLEY intimidates empioyees and he has heard her tell employees, “ sign your
paycheck.” Lawrence said many CITY OF GREENSBORO ABC BOARD employees are reluctant to be
interviewed for this investigation because they are fearful ALLEY wouid return to work and retaliate
against them. Lawrence said ALLEY intimidates employees of the CITY OF GREENSBORO ABC
BOARD and during conversations with her, “You just listen.”

The interview ended a short fime iater.
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On August 8, 2010, [ interviewed Debbie DeVriend at the CITY OF GREENSBORO ABC BOARD
Administrative Office. DeVriend has been employed by the CITY OF GREENSBORO ABC BOARD for
approximately five years as an Inventory Control Specialist. She handles paperwork related to receiving
fiquor, makes payments fo suppliers for liquor purchased by the CITY OF GREENSBORO ARC BOARD,
processes Destruction of Unsalable Merchandise Reports, and handles claims for broken containers of
liquor products.

During the interview DeVriend discussed her rapport with ALLEY. DeVriend said she has no
relationship with ALLEY outside of work. She described ALLEY as “stern but fair.” She has never seen
ALLEY mistreat other employees of the CITY OF GREENSBORO ABC BOARD. However she recalled
one incident shortly after her employment began at the CITY OF GREENSBORO ARC BOARD when
ALLEY called her a “dumbass” in front of other employees. DeVriend also mentioned two other times
when she was berated by ALLEY, once in front of fellow empioyee Stephanie Thornlow,

In discussing ALLEY’S relationship with other employees, DeVriend felt as if ALLEY gave preferential
treatment to former employee Lisa Williams. An example she cited detailed medical appointments.
ALLEY required documentation from all employees who took time off work to visit doctors, except
Williams. Later ALLEY required all employses, including Williams, to submit documentation certifying
they missed work 1o visit the docter.

Since ALLEY was placed on administrative leave on July 22, 2010, she has called DeVriend at work
three or four times. The last time was August 4, 2010, or August 5, 2010, During that conversation,
ALLEY notified DeVriend the CITY OF GREENSBORO ABC BOARD had retained private investigators
to look into this matter.

t asked DeVriend if anyone toid her how to answer guestions during my interview. She responded that
Assistant General Manager Fred McCarmick and CITY OF GREENSBORO ABC BOARD Altorney Mike
Fox instructed her to answer all questions truthfully.

ALLEY has not instructed DeVriend how to answer questions. However ALLEY has repeatedly
mentioned issues uncovered in this investigation and repetitively “re-enforced her remembrance of
things.” For example, prior to this investigation, ALLEY never mentioned destroving distressed or
broken liquor products. Prior to being placed on administrative ieave on July 22, 2010, DeVriend said it
was common for ALLEY to walk around the office and randomiy mention not knowing how to process
and destroy broken or distressed liguor containers. ALLEY repeatedly said, I don't know how 1o handle
breakage.” DeVriend felt as if ALLEY'S comments were an attempt to influence employees’ responses
to questions regarding ALLEY'S involvement handiing broken or distressed products.

DeVriend also discussed ALLEY'S assertion of not being involved in the process of handiing distressed
or broken liquor products. On a number of occasions, as DeVriend stopped her work to witness fiquor
vendor representatives destroy distressed liquor products, ALLEY announced, “I've got it,” meaning
ALLEY volunteered to observe the product destruction with the liquor vendor representative.
Subsequently, DeVriend returned to her duties while the liquor was destroyed. |n these situations, after
ALLEY met with fiquor vendor representatives, she brought completed Destruction of Unsalable
Merchandise Reports to DeVriend for signature, even though DeVriend did not witness the products
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destroyed. All other employees of the CITY OF GREENSBORO ABC BOARD who withess destruction
of broken or distressed liquer sign Destruction of Unsalable Merchandise Reports and return them fo
DeVriend. Yet, when ALLEY is involved, she brings the reports to DeVriend after the figuor has been
destroyed for DeVriend to sign. After the reports are returned to DeVriend, she makes certain they are
maiied to the appropriate supplier to ensure the CITY OF GREENSBORO ABC BOARD receives
monetary credit for the distressed product.

DeVriend discussed Amy Aebersold of SOUTHERN WINE & SPIRITS MiD ATLANTIC, INC. Accerding
to DeVriend, destruction of liquor products marketed by Aebersold is witnessed by ALLEY. At times
though, Aebersold has destroyed liquor products with no CITY OF GREENSBORO ABC BOARD
employee observing. Each time, the Destruction of Unsalable Merchandise Reports were returned to
DeVriend without a signature by a CITY OF GREENSBORO ABC BOARD empioyee. DeVriend
subsequently signed the reports.

| asked DeVriend if she was aware of times when ALLEY was untruthful. DeVriend mentionad an
incident on July 16, 2010, when several news reporters visited the CITY OF GREENSBORO ARC
BOARD Administrative Office. While talking with the reporters, ALLEY told them she did not handie
broken or distressed liquor. DeVriend knows ALLEY witnessed destruction of distressed liquor products
on a number of occasions. :

DeVriend and | also discussed the electric fireplace in the CITY OF GREENSBORQO ABC BOARD
Administrative Office. According to DeVriend, the fireplace was put in the CITY OF GREENSBORO
ABC BOARD Administrative Ofiice by David Brown afer this investigation began. DeVriend vividly
remembered moving furniture with Stephanie Thornlow, at ALLEY'S direction, so the fireplace would fit
inthe CITY OF GREENSBORO ABC BCARD Administrative Office reception area. DeVriend recalied
ALLEY pointing out where she wanted the fireplace set and how furniture should be arranged. Later,
Brown brought the fireplace to the CITY OF GREENSBORO ABC BOARD Administrative Office.
DeVriend mentioned a conversation with ALLEY about the fireplace. At one point, ALLEY asked
DeVriend, "Why would | want that tacky thing when | have a $20,000.00 rug at home?”

The next topic centered on mini botties of spirituous liquor brought to the CITY OF GREENSBORO ABC
BOARD Administrative Office. According to DeVriend, prior t¢ January 2010, ali boxes containing mini
bottles of liquor delivered to the CITY OF GREENSBORD ABC BOARD Administrative Office were
stored in ALLEY'S office. From January 2010 until July 16, 2010, mini bottles of spirituous liguor wers
stored in ALLEY'S office and a storage room where distressed liguor and office supplies are
accumulated. When DeVriend arrived at work on the morning of July 16, 2010, she noticed all boxes of
mini bottles were in an office close to hers (the law enforcement office). Later that morning, ALLEY
claimed she moved the mini botties to the new location. ALLEY told employees, “l didn't want y'all to
have to be moving it.” ALLEY also mentioned reporters visiting the CITY OF GREENSBORQ ARC
BOARD Administrative Office on July 18, 2010,

On the morning of July 16, 2010, ALLEY’S attorney, Jeff Gray, visited the CITY OF GREENSBORO
ABC BOARD Administrative Office. Shortly after arriving, he requested DeVriend show him the process
for documenting and destroying distressed fiquor products. She stopped work to give a demonstration
for Gray. Later, when reporters were at the CITY OF GREENSBORO ABC BOARD Administrative
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Office. ALLEY instructed DeVriend to expiain the process for documenting and destroying distressed
tiguer. DeVriend remembered ALLEY telling her, I need you to show the reporters how you handie
breakage.” DeVriend walked through the process for the reporiers.

As set out in the Investigative Report, all CITY OF GREENSBORO ARG BOARD members are raguired
to complete Financial Disclosure Statements before opening a new ABC store. The statements, which
must be notarized after signing, certify board members held no financial interest in the real estate where
new ABC stores are located. The Investigative Report detailed a Financial Disclosure Statement
bearing an alleged forged signature of ABC Board Chairman Jesse WARREN. DeVriend notarized the
signature. See Investigative Report p. 60, 9 5.

While discussing Financial Disclosure Statements, DeVriend told me she was appointed as a North
Carolina Notary Public on March 23, 2008. Since then, no CITY OF GREENSBORO ABRC BOARD
member has appeared in front of her to have signatures notarized on Financial Disclosure Statements.
The statements, usually signed by board members at board meetings, were brought to DeVriend by
former CITY OF GREENSBORO ABC BOARD empioyee Lisa Williams or ALLEY. When Williams
brought the statements, she asked DeVriend 1o notarize the statements per ALLEY’S instructions.
DeVriend notarized the statements and returned them to ALLEY or Williams. Occasionally, ALLEY
remained in DeVriend's office and watched as the Financial Disclosure Statements ware notarized
without the principal being present. Regardiess of who brought the statements, DeVriend followed the
same protocol and notarized the statements without the principal present.

[ mentioned Chairman WARREN'S statement asserting he appeared in front of DeViiend when he
signed ali Financial Disclosure Statements. See Investigative Report p. 73, 9 3. DeVriend twice said,
“That's a liel"” She reiterated no CITY OF GREENSBORQO ABC BOARD members appeared in front of
her "to sign anything.” [ asked DeVriend why she notarized the statements without the principal being
present. She replied, “Because Katie told me to.” Near the end of this topic, DeVriend told me, “You
don't question what Katie tells you to do.”

When | interviewed ALLEY on May 17, 2010, she claimed DeVriend told her a principal’s signaturs
might be notarized without the principal present if another person observes the principal sign the
document and swears to the notary the principal signed the document. See Investigative Report p. 84, 1
13. DeVriend said ALLEY'S assertion is correct, but concarns about improperiy notarizing Financial
Disclosure Statements were not raised by ALLEY until April 2610, During one conversation, ALLEY told
DeVriend she “would be charged with a felony.”

In July 2010, DeVriend, Thorniow, and ALLEY received new work computers. Subsequently, ALLEY
told DeVriend and Thornlow they were authorized to purchase the old computer workstations for $25.00
each. DeVriend accepted the offer and purchased her old computer, monitor, keyboard, and speakers
for $25.00. After making the purchase in June 2010, DeVriend took the computer to her home.,

DeVriend said ALLEY got a new work computer after the hard drive in her old computer failed. The hard
drive was sent to “a recovery center” in an attempt to recover data. After data recovery failed, DeVriend
said the hard drive was sent to the computer manufacturer, Dell. A new hard drive was eventually
instalied in ALLEY’S computer,
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DeVriend is concerned ALLEY may return to work from administrative leave and retaliate for information
DeVriend provided in this investigation. She is not concerned about her employment being terminated,

because she is eligible for retirement. However, she has grave concerns about ALLEY mistreating her.
tasked DeVriend if she was “scared of Katie.” She responded, “No. But | dread the wrath of Katie ”

At the conclusion of the interview, | requested DeVriend write a statement regarding the topics we
discussed. DeVriend completed the statement, signed it, and gave it to me.

On August 8, 2010, t continued interviewing employees of the CITY OF GREENSBORO ABC BOARD.
After | completed an interview, DeVriend requested to meet with me again.

As previously mentioned, DeVriend handles the majority of destruction of distressed liquor products with
liguor vendor representatives. Each time a boitle of distressed liguor is destroyed, DeVriend and the
liquor sales representative who markets the product sign and date the Destruction of Unsalable
Merchandise Report indicating the product was destroyed.

During the meeting, DeVriend discussed a document request | made to the CITY OF GREENSBORO
ABC BOARD in May 2010. In that request, 1 asked for all Destruction of Unsalable Merchandise
Reports completed by CITY OF GRENSBORO ABC BOARD employees during 2007, 2008, and 2008.

After all the documents were compiled and put in boxes, ALLEY met with DeVriend. She instructed
DeVriend to examine the Destruction of Unsalable Reports and compare them to DeVriend's Employee
Data Calendar to ensure DeVriend worked on the date indicated on each report. ALLEY instructed
DeVriend to remove all reports signed by DeVriend, but dated when DeVriend’s Employee Data
Calendar indicated she was on leave. DeVriend was instructed to put the reports in a folder and give
the folder to ALLEY after the task was compieted.

DeVriend began comparing the reports to her work calendar and removed those bearing her signature,
but dated on days when she did not work. She kept the reports in a folder. Before the task was
compieted, the boxes of documents were taken fo the office of Attorney Mike Fox for storage. Asz
result, all of the reports signed by DeVriend, but dated when she was not at work, were not removed.
After the boxes of documents were taken from the CITY OF GREENSBORO ABC BOARD '
Administrative Office, DeVriend gave ALLEY the folder containing Destruction of Unsalable Merchandise
Reports taken from the boxes.

Later, ALLEY visited DeVriend's office carrying the folder. She sat in a chair behind DeVriend. As
DeVriend and ALLEY talked, ALLEY dropped the foider on the floor and kicked it under DaVriend's
desk. Nothing was said about the folder until shortly before ALLEY was placed on administrative lsave,
when ALLEY told DeVriend “don’t worry about it,” because the folder was no longer under DeVriend's
desk.

However, approximately three weeks later in early August 2010, the folder was found under DeVriend's
desk when a fellow employee inadvertently pulied a drawer out of DeVriend's desk. DeVriend retrieved
the folder and turned it, along with the contents, over to Attorney Mike Fox on August §, 2010. When
DeVriend gave the foider to Fox, she explained the details of ALLEY'S instructions to her and how
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ALLEY kicked the folder under her desk. DeVriend said ALLEY was dishonest when she told DeVriend
the folder was no longer under the desk.

After DeVriend discussed the folder and Destruction of Unsalable Merchandise Reports, she and |
visited her office. She showed me where she was sitting, where ALLEY was sitting, and how ALLEY
dropped the folder and kicked it under the desk.

DeVriend gave me a copy of her 2007, 2008, and 2008 Employee Data Calendars. The calendars set
out days when DeVriend worked during each of the three years. DeVriend showed me certain markings
on the calendars which indicate she did not work on days bearing those markings. Examples include
vacation ieave and holidays. DeVriend said the calendar is “very accurate” and she did not work on the
days so marked.

Later, Attorney Mike Fox and | discussed this development and he sent me copies of the documents
from the folder, including several Destruction of Unsalable Merchandise Reports. | reviewed the
Destruction of Unsalable Merchandise Reports in the folder and numerous others submitied by the CITY
OF GREENSBORO ABC BOARD.

An examination of the Destruction of Unsalable Merchandise Reporis compared to DeVriend's
Employee Data Calendar shows DeVriend's signature on four Destruction of Salable Merchandise
Reports dated January 9, 2007 and her signature on three Destruction of Unsalable merchandise
Reports dated January 11, 2007. Her Employee Data Calendar indicates DeVriend did not work on
January 8, 2007 or January 11, 2007. DeVriend later confirmed she did not work on these dates.

DeVriend's signature is on six Destruction of Unsalable Merchandise Reports dated February 8, 2007
and one Destruction of Unsalable Merchandise Report dated February 9, 2007. Her Employes Data
Calendar indicates she did not work on February 8 and 9, 2007. DeVriend later confirmed she did not
work on these dates.

An examination of the Destruction of Unsalable Merchandise Reports compared to DeVriend's
Employee Data Calendar shows DeVriend’s signature on 18 Destruction of Salable Merchandise
Reports dated March 6, 2007. Her signature is on two Destruction of Unsalable Merchandise Reports
dated March 7, 2007. DeVriend's Employee Data Calendar indicates she did not work on March 6 or
March 7, 2007, DeVriend later confirmed she did not work on these dates.

On Aprit 11, 2007, DeVriend's Employee Data Calendar indicates she did not work. Her sighature is on
nine Destruction of Unsalable Merchandise Reports dated April 11, 2007. DeVriend later confirmed she
did not work on this date.

DeVriend's signature is on two Destruction of Unsalable Merchandise Reports dated March 7, 2008.
Her Employee Data Calendar indicates she took vacation leave on March 7, 2008. DeVriend later
confirmed she did not work on this date.

DeVriend's Employee Data Calendar for 2008 indicates she took four days of vacation leave and one
day of sick leave the week of June 23 through June 27, 2008. Her signature is on seven Destruction of
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-Unsalable Merchandise Reports dated June 26, 2008. DeVriend later confirmad she did not work on
this date.

On August 1, 2008, DeVriend's Employee Data Calendar indicates she took sick leave. Her signature is
on six Destruction of Unsalable Merchandise Reports dated August 1, 2008, DeVriend later confirmed
sne did not work on this date.

DeVriend's Employee Data Calendar indicates she took five days of vacation leave the week of August
18 through August 22, 2008. Her signature is on six Destruction of Unsalable Merchandise Reports
dated August 18, 2008. DeVriend fater confirmed she did not work on this date.

DeVriend's Employee Data Calendar indicates she took leave October 14 through October 24, 2008.
Her signature is on twenty-two Destruction of Unsalable Merchandise Reports dated October 15, 2008.
DeVriend later confirmed she did not work on this date.

DeVriend’'s Employee Data Calendar for 2009 indicates she took five days of vacation leave from April
13 through Aprif 17, 2008. Four Destruction of Unsalable Merchandise Reports bear DeVriend's
signature on April 14, 2008. DeVriend later confirmed she did not work on this date.

In sum, eighty-nine Destruction of Unsalable Merchandise Reports signed by DeVriend are dated when
she was not at work.

On August 16, 2010, | continued interviewing employees of the CITY OF GREENSBORO ABC BOARD.
At the conclusion of one interview, | met with DeVriend, who explained the difference batween
“distressed” liquor products and “breakage” involving figuor products.

According to DeVriend, “distressed” liquor refers o product included in shipments which is damaged due
to the distiller's handling of the product. Examples inciude leaking bottle caps, leaking cap seals, foreign
matter in the hottle, a bottle broken in an unopened case, or a case which is short one or more bottles.
When employees of the CITY OF GREENSBORO ABC BOARD discover “distressed” iiquor products,
they complete a Stock Difference Report and a Report of Loss and Concealed Damage Claim. Both
reperts, along with the product are transferred to the CITY OF GREENSBORO ARC BOARD
Administrative Office. The bottle is stored to await destruction when the liquor vendor representative
who markets the product next visits the CITY OF GREENSBORO ABC BOARD Administrative Office.
The Stock Difference Report and Report of Loss and Concealed Damage Claim are given to DeVriend,
who in turmn generates a Destruction of Unsalable Merchandise Report to be signed by the liguor vendor
representative and a CITY OF GREENSBORO ABC BOARD employese when the product is destroved.
The Destruction of Unsalable Merchandise Reporis are sent, via U S, Mail, to distiller and suppiiers and
the CITY OF GREENSBORO ABC BOARD receives a monetary credit for the cost of the distressed
product.

Product "breakage” is a term designated fo describe figuor products which are damagead or broken when
handled by CITY OF GREENSBORO ABC BOARD employees. Examples include bottles broken while
an employee stocks merchandise, a product returned by a customer, a bottle accidently knocked from a
shelf and broken. DeVriend pointed out when “breakage” occurs, a Stock Difference Report should be
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completed and the report, along with any remnants of the bottle, sent to DeVriend. The expense of
breakage should be borne by the CITY OF GREENSBORO ABC BOARD. However, under a scheme
DeVriend executed per ALLEY'S instructions, the cost of employee breakage was passed on to liguor
distillers and suppliers. When DeVriend received a Stock Difference Report, she completed a
Concealed Damage Claim and Destruction of Unsalabie Merchandise Report. Subsequently, the
products were destroyed and the Destruction of Unsalable Merchandise Report was mailed to the
appropriate liquor distiller or supplier who absorbed the cost of the product.

DeVriend began her employment at the CITY OF GREENSBORO ARC BOARD in 2005. She
previously worked for another local ABC board which passed the cost of employee breakage of liguor
product on to suppliers and distiliers. Shortly after she began empioyment at the CITY OF
GREENSBORO BOARD, DeVriend expiained the process her former employer used to pass breakage
costs to liquor distillers and suppliers to ALLEY. DeVriend explained how her former employer
instructed staff members to treat product breakage the same as distressed product and submit the same
documentation representing employee breakage as distressed products.

A short time after this conversation, ALLEY contacted DeVriend via the office felephone intercom and
instructed DeVriend to implement the same breakage process as DeVriend's previous employer.
ALLEY told DeVriend to “treat breakage as ciaims.” ALLEY instructed DeVriend, upon receipt of Stock
Difference Report, to complete a corresponding Report of Loss and Concealed Damage Claim and
Destruction of Unsalable Merchandise Report for the broken or damaged product. When DeVriend
asked about ABC store employees completing a Report of Loss and Concealed Damage Claim for each
incident of product breakage, ALLEY said, “No. We'll handle it up here” Since that time, distillers and
suppiiers have subsidized the cost of all bottles of liquor damaged or broken by employees of the CITY
OF GREENSBORO ABC BOARD. DeVriend said liquor vendor representatives “never see the Stock
Difference Report and they never know what happened.”

After ALLEY was placed on administrative leave this practice was exposed at DeVriend's former piace
of work and reported in a local newspaper. In late July 2010, ALLEY calied DeVriend at work and asked
if the CITY OF GREENSBORO ARC BOARD engaged in this practice. When DeVriend said empioyees
of the CITY OF GREENSBORC ABC BOARD engaged in the same practice, ALLEY ended the
conversation and fold DeVriend she would “call back from ancther phone”

The news article DeVriend was referring to appeared in the July 29, 2010, edition of The High Point
Enterprise. Later, DeVriend showed me the call tog from her celiular telephone. The log indicates
DeVriend received an incoming call on July 3C, 2010 at 410 p.m. from a number designated as “Katie
Cell.” The iog shows a second incoming call at 4:56 p.m., from a number designated “Kim Katie's Kim.”

When ALLEY called the second time, DeVriend mentioned their 2005 conversation and explained how
ALLEY instructed DeVriend to report “breakage” as “distressed” products. ALLEY denied having the
conversation with DeVriend. (NOTE: After ALLEY was placed on administrative leave, DeVriend
explained the process to Assistant General Manager Fred McCormick, who ordered the praciics
stopped.}
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After DeVriend disclosed this process to me, | requested all Stock Difference Reports completed by
CITY OF GREENSBORO ABC BOARD employees since 2005. A review of the reports indicates from
June 13, 2005 through May 17, 2010, more than 200 Stock Difference Reports were submitted to
DeVriend. In turn, Destruction of Unsatable Merchandise Reports were generated and sent via US Mai
to liquor suppliers and distillers, thus passing the costs of employee “preakage” on 1o liguor suppliers
and distillers. Liquor distillers and suppliers instead absorbed the cumulative cost of $2696.92, which

should have been incurred by the CITY OF GREENSBORO ABC BOARD.
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Jasen Milliken has been employed at the CITY OF GREENSBORO ABC BOARD for approximately 17
years. He has served as the Warehouse Manager for the last seven years. As the Warehouse
Manager, Milliken supervises three people responsible for receiving liquor from the state warshouse in
Raleigh and distributing liguor to the 15 City of Greensboro ABC stores.

On August 9, 2010, | interviewed Milliken.

Milliken, who has not spoken with ALLEY since July 22, 2010, said he has a good working relationship
with her. He communicates with her on a reguiar basis and has no problems with ALLEY. Milliken
discussed his last performance appraisal in 2008 in which he said he fared weli. In discussing ALLEY'’S
opinion of the quality of his work, Miliiken said, “She was pleased.”

We also discussed mini botties of spirituous liquor which were removed from larger bottles at the
warehouse. Milliken said the removed mini botties are “products we don’t sell.” As a result, ALLEY
ordered those bottles be deiivered to the CITY OF GREENSBORO ABC BOARD Administrative Office.
Milliken delivers boxes of mini bottles to the CITY OF GREENSBORO ABC BOARD Administrative
Office every two fo three weeks and at times has delivered seven to eight boxes. He puts the boxes of
mini bottles in ALLEY'S office or in “the law enforcement office.” :

Milliken said, at times, he has re-distributed mini botties of spirituous liquor to ABC stores to be placed
on merchandise as added value. He has not engaged in this practice in the last three o four months.

Milliken said he has never taken mini botties to ALLEY’'S house and he has nevértaken mint bofties fo
the homes of CITY OF GREENSRORO ARC BOARD members. He also said he has never seen
ALLEY take mini bottles from the Administrative Office.

During the 2009 Christmas season, Miliiken recalled ALLEY gave him a brown paper bag containing 10-
15 mini botties of spirituous liquor. Milliken said the bag was a gift and ail CiTY OF GREENSBORC
ABC BOARD employees received a similar gift. Miliiken also said ALLEY has given him mini bottles of
spirituous liquor “two, three, or four times.”

The next topic of conversation centered on the Jim Beam fireplace at the CITY OF GREENSBORD ABRC
BOARD Administrative Office. At least one time each week, usually Thursday, Miliiken visits the CITY
OF GREENSBORQO ABC BOARD Administrative Office. He said the firepiace has been at the
Administrative Office “a few months.” He did not think the fireplace had been at the Administrative
Office for a vear.

in closing, Milliken said he answered all my questions truthfully. He also said he would be willing to
submit to a polygraph examination, even though “it’s not an accurate thing.”
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Stephanie Thornlow is an Accountant employed by the CITY OF GREENSBORO ABC BOARD. She
handles payroli, human resources and benefits such as health insurance, vision insurance and dental
insurance. She also receives CITY OF GREENSBORO ABC BOARD credit card statements and
ensures payments are made on credit cards issued to the CITY OF GREENSBORO ABC BOARD.

On August 12, 2010, | interviewed Thornlow at the City of CiTY OF GREENSBORO ABC BOARD
Administrative Office.

Thomiow last spoke with ALLEY on August 9, 2010, when ALLEY calied the CITY OF GREENSBORO
ABC BOARD Administrative Office with questions about vision insurance. She also discussed eye
doctors. ALLEY told Thorntow since she had been placed on administrative leave over forty empioyees
had called ALLEY offering their support to her. ALLEY was upset she had not been contacted by CITY
OF GREENSBORO ABC BOARD employee Marnina Queen. During the week of August 2, 2010,
ALLEY called Thornlow at work at ieast three times.

Thornlow also discussed concerns about ALLEY inconsistently applying CITY OF GREENSBORO ABC
BOARD policies. As an example she cited sick days. At one time employees who took sick leave
during any work shift were authorized to take up to six hours off the work shift. Employees scheduled to
work an eight or ten hour shift had to make up two or four hours. Later ALLEY informally changed the
policy designating sick leave for an entire work shift regardiess of the length of the shift. Yet she did not
notify employees of the policy change.

While discussing Thornlow’s relationship with ALLEY, Thorniow said, “I'm scared of her.” Thorniow is
concerned ALLEY will terminate her employment after learning about her discussion with me. Af one
point Thornlow said, “If she comes back I'm going to have to leave.” Other GITY OF GREENSBORO
ABC BOARD employees have told Thornlow they will seek employment eisewhers if ALLEY returns to
work. Thorlow said employees fear ALLEY more than they respect her.

Conversely, Thornlow said ALLEY at times. has 3 tendency to “take care of employees and work on
benefits.” For example, in 2004 ALLEY successfully iobbied the CITY OF GREENSBORO ARC BOARD
to re-instate longevity pay for all employees. This benefit remains intact for all employees.

We discussed the December 2008 Financial Disclosure Statement which was allegedly signed by
someone other than CITY OF GREENSBORO ARC BOARD Chairman WARREN. Inttially, Thornlow
said she was unsure who signed the document. After a few minutes of thought, she recalied the
document was signed when WARREN was unavailable and contacted former employee Lisa Willlams.
Thorniow thought WARREN told Williams to have an employee sign his name. Thorniow was confident
Williams refused to sign the document. She was also sure DeVriend did not sign the document, but
notarized it. At one point, Thormnlow said the form was signed “probably either by me or Marnie
[Queen].” She also said, “Skip WARREN did not sign the document. My five year old could look at it
and teli you that.”

Thornlow discussed the day the statement was signed and went through events as they occurred. She
remembered practicing signing WARREN'S name with Queen. She paused. looked at the statement,
and said, “The more ! look at it the more | think 1 did it.” Thornlow thought WARREN'S signature on the
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statement is in her handwriting. As she examined the signature on the document, Thornlow said, “It
does look like mine. | honestly don't remember doing it, but it looks like my handwriting.” Thornlow
recalled more events from the day the statement was signed. She recalled signing the statement
because Lisa Williams told her WARREN was in Florida and told Williams to have the statement signed.
When Wiliiams refused to sign statement, Thornlow signed WARREN’S name. Thorniow said this is the
only time she signed WARREN’'S name to any document.

After this investigation began, ALLEY twice questioned Thornlow about the statement. One time,
Thorniow felt as if ALLEY wanted her to respond that Williams signed the document. At ancther time
Tharniow felt as if ALLEY wanted her to say Queen signed the document.

Kenny Chesney is a country musician who performs at various concert venues. In 2004, Thornlow
attended the Kenny Chesney concert at the Greensboro Coliseum. Shortly after arriving, Thornlow saw
ALLEY and a former employee of the CITY OF GREENSBORO ABC BOARD in the parking lof. ALLEY
told Thornlow she and the former employee were going to the concert. Thornlow felt as if ALLEY had
gotten tickets from a figuor vender representative and was disappointed ALLEY did not get tickets for
Thomlow. Later they had a conversation about Thornlow’s concerns. ALLEY assured Thornlow she
would get fickets the next time Kenny Chesney made an appearance in Greenshoro.

In early 2007, Kenny Chesney performed again at the Greensboro Coliseum. ALLEY did not give tickets
to Thornlow. However, she instructed Thorniow to go to the Greensboro Coliseum the day of the

concert and meet Red Schiller of Beam Global Spirits and Wine inc., and Bill York of SOUTHERN WINE
& SPIRITS MID ATLANTIC, INC., near the front door of the coliseum to get two admission tickats.
Thornlow met Schiller and York and got two tickets to the concert. In addition to concert admission
(seats were on the front row), the tickets gave her access to a party bus where she had food and drinks.
She also met Kenny Chesney and had her photograph taken with him.

Although she has not seen it, Thornlow has heard of ALLEY receiving complimentary tickets from figuor
vendor representatives for admission to Carciina Panthers football games and NASCAR events. She
has also heard of ALLEY receiving 750 milliliter botties of liguor at no cost from liquor vendor
representatives. She said this occurs “every now and then.”

P asked Thornlow about Mike Ramone’s assertion in the Investigative Report that he removed 480 mini
botties of Crown Royal fiquor, put them in a box, and took it to ALLEY'S office. See investigative Report
p. 89, 11 7. Thornlow was unaware of this particular event, but mentioned the prospect that ALLEY gave
the mini bottles to Kimberiee Wilson. Thormlow described Wilson as a friend of ALLEY'S who “loves
Crown Royal.” On at least one occasion, Thornlow heard ALLEY say, ‘Kim loves Crown.” On at least
twe occasions Thorntow has seen Wilson drinking Crown Royal whisky and coke. Thornlow has seen a
guilt made for Wilson comprised exclusively of purpie cloth bags bearing the Crown Rovyal logo.
Thornlow also mentioned one holiday season when ALLEY and Wilson decorated a “Crown Royal®
Christmas tree.

Prior to this investigation, most mini bottles removed from mixed peverage spirituous liguor were stored
in boxes in ALLEY’S office, however, some were stored in the iaw enforcement office. Those stored in
the law enforcement office were intended fo be used in gitt bags given to emplioyees.
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Thornlow said on July 15, 2010, a “few” boxes of mini bottles were stored in the law enforcement office
atthe CITY OF GREENSBORO ABC BOARD Administrative Office. One can easily see in the law
enforcement office because the door remains cpen and the lights are usually turned on. Moreover, Fred
McCormick and Marnina Queen cccasionally work in the law enforcement office.

On July 18, 2010, prior to 7:00 a.m., ALLEY called Thorniow af home and told her to dress nicely for
work. ALLEY said her attorney (Jeff Gray) would pay a visit to the CITY OF GREENSBORQO ARG
BOARD Administrative Office and Thornlow should “look like a mitlion bucks.”

Thorniow and DeVriend arrived at work at their usual time. ALLEY arrived after 9:00 a.m. and fold them
reporters would be visiting the CITY OF GREENSBORO ABC BOARD Administrative Office later in the
morning.

Between 9:30 a.m. and 10:00 a.m., reporters arrived at the CITY OF GREENSBORQO ABC BOARD
Administrative Office to speak with ALLEY and Gray. During the interview ALLEY requested DeVriend
demonstrate the destruction process for broken and distressed fiquor products at the CITY OF
GREENSBORO ABC BOARD Administrative Office. DeVriend walked the reporters through the
process. However DeVtiend was not happy because she was not told reporters were visiting the office.
Later in the day after the reporters had left ALLEY apologized to DeVriend and told her she did not know
the reporters were visiting the office.

Prior to reporters arriving on the morning of July 18, 2010, Thorniow noticed numerous boxes of min|
botties of spirituous liquor stacked in the law enforcement office. She mentioned “bright blue tape” on
the boxes which she had not previously seen. Thorniow said, “That's what caught my eye.”

Thomlow thinks the boxes of mini botties were staged in the law enforcement office for the reporters.
When | asked why she thought they were staged, Thornlow said, “Because | know Katie. CYA. Sheis
going to cover her ass.” Thornlow said the boxes were in ALLEY'S office on Juiy 158, 2010 and thought
it ironic they were moved in the law enforcement office the next day when reporters visited. Referring to
the relocated boxes of mini bottles, she said, “Oh! They just happen to show up in there the same day
the reporters were coming.” She also mentioned a photograph of the boxes of liquor which appearad
with a story about ALLEY in the Greenshoro News and Record. Thornlow sald again some boxes of
mini bottles were stored in the law enforcement office prior fo July 16, 2010, but referring to the quantity

of boxes, they were ‘not stacked up like in the picture.”

During the meeting with reporters, ALLEY aiso discussed a bar in her office. At one point during the
interview, ALLEY showed a receipt and told the reporters she paid for the bar. Thornlow discounted
ALLEY'S claim and showed me a credit card statement where $1639.97 was charged to the CITY OF
GREENSBORO ABC BOARD for the purchase of the bar. At one point during the conversation,
Thornlow said, “Katie lies all the time.”

For the second time during the interview, Thorniow raised concerns about being ferminated from her
employment for cooperating in this investigation. She feels the CITY OF GREENSBORO ABC BOARD
is supportive of ALLEY and “they are going to try to keep her.” Thornlow said the Board sees ALLEY
only at their monthly mesting and, “she has got them snow-balled.” Other employees will not complain
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to the CITY OF GREENSBORO ABC BOARD about ALLEY'S mistreatment of subordinates. Thorniow
said any complaints made to the CiITY OF GREENSBORO ABC BOARD about ALLEY wil ‘get back to
Katie.” Thornlow specifically mentioned CITY OF GREENSBORO ABC BOARD member Roger Cotten,
who was once the Guitford County Manager. During a portion of that fime, ALLEY worked in the County
Manager's Office. When ALLEY submitted her resume for employment as General Manager of the
CITY OF GREENSBOROC ABC BOARD, Cotten was one of three references on the resume. Thornlow
told me ALLEY'S family has a close relationship with Cotten and at one point said, "Katie is tight with
Roger Cotten.”

We discussed the electric fireplace at the CITY OF GREENSBORO ABC BOARD Administrative Office.
Thernlow remembered David Brown bringing the fireplace "maybe in May” of 2010, She recalled the
weather was hot. She also remembered the furniture in the reception area being rearranged to make
room for the fireplace.

In December 2007, Thornlow and ALLEY met Pat Moize, a former ABC Officer empioyed by the CITY
OF GREENSBORO ABC BOARD. The meeting took place at the Capital City Chop House in
Morrisville, NC. According to ALLEY, Moize contacted her and requestad the meeting to discuss
returning to work for the CITY OF GREENSBORO ABC BOARD. ALLEY agreed {o meet Moize and
requested Thornlow accompany her so ALLEY would fee! “more secure.” See Investigative Report p.
85,91 2.

Thornlow’s recollection of this event differs from ALLEY'S. According to Thornlow, ALLEY wanted o
meet with Moize to discuss a lawsuit filed by a former ABC Officer employed by the CITY OF
GREENSBORO ABC BOARD. Moize and Thaomlow are friends and ALLEY thought Moize would be
more comfortable with Thornlow present. Contrary to ALLEY’S claim, Thornlow was adamant the
meeting was not requested by Moize. Thornlow believes she contacted Moize, via telephone or e-mail,
to arrange the meeting. Thorniow was unsure who chose the restaurant, but said Moize “would not
have picked an expensive restaurant like that.” While they were at the Capital City Chop House,
Thorniow remembersd ALLEY told Moize to order anything he wanted from the menu. ALLEY paid the
cost of all three attendees’ meal with a CITY OF GREENSBORO ABC BOARD cradit card.

ALLEY has not directly told Thornlow how to respond to questions on this topic. Howeaver, since this
investigation began, ALLEY questioned Thornlow several imes about why they mef with Moize.
Because Thornlow fears ALLEY will retaliate against her if she does not teli ALLEY “what she wanis to
hear,” Thorniow answered, “Because he wants his job back.” Thorniow fold me her responses to ALLEY
about Moize wanting his job back were not true. Thornlow said, “I don't stand up to her.”

In July 2010, Thorniow, DeVriend, and ALLEY received new work compuiers. Subsequently, ALLEY
toid Thornfow and DeVriend they were authorized to purchase the old computer workstations for $25.00
each. Like DeVriend, Thorniow accepted the offer and purchased her olg computer, monitor, keyboard,
and speakers for $25.00. After making the purchase, Thornlow tock the computer to her home.

At the conciusion of the interview, Thorniow told me she answered all guestions truthfully. She also
agreed to submit {o a polygraph examination. | requested Thornlow write a statement regarding the
topics we discussed. Thorniow completed the statement, signed it, and gave it to me.
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On August 16, 2010, | interviewed Charles Rieger, lead clerk at the Greensboro ABC Store #9 on
Randleman Road. Rieger has been emploved by the CITY OF GREENSBORO ABC BOARD for
approximately sixieen years.

During the interview, Rieger discussed an incident from 2006 in which ALLEY took & radio from a
display at an ABC Store. A liguor vendor representative set up a Malibu Rum display depicting a beach
scene. The display included a miniature lifeguard stand and a radio. A CD player, which played beach
music, was included on the radio.

In the late summer of 2006, ALLEY visited the ABC Store, accompanied by an unidentified female
friend. Just before ALLEY left she walked by the radio and looked at it. She said out loud, “I'll be taking
this with me.” She unplugged the radio, took it from the dispiay, and walked out of the store.

Rieger thought it was odd that ALLEY took the radio because it belonged to a liguor supplier. He has
not seen the radio since it was taken from the store.

Rieger also discussed another event in 2005 at the City of Greensboro ABC Store #8. One day whiie
Rieger was at work, ALLEY visited City of Greensboro ABC Store #8 accompanied by Donavon
Campbell, Kurt Strickland and Troy Waller, all of Republic National Distributing Company. As ALLEY
watched, Campbeil, Strickland, and Waller moved competitor's products to lower sheives and placed
their products on the upper merchandise shelves. Rieger thought ALLEY aliowing this practice was a
show of favoritism to Campbeli, Strickiand and Waller for their liguor products.

In discussing ALLEY and her management style, Rieger has a fear of ALLEY learning he cooperated in
this investigation and ALLEY retaliating against him. At one point, he said, “l am afraid to say anything.”
Rieger recalled reading the portion of the Investigative Report of my interview with former CITY OF
GREENSBORC ABC BOARD empioyee Pat Moize, According to Rieger, “Moize was dead on in what
he said. ‘She'll get you.” See Investigative Report p. 66, 9 3.

Rieger concluded the interview saying empioyees in the CITY OF GREENSBORQO ABC BOARD are
under a great deal of stress and “somebody needs to step up and say something.”
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Marnina Queen was hired as the Personnel Director for the CITY OF GREENSBORO ABC BOARD in
May 2008. Later, ALLEY changed Queen's title to Parsonnel Assistant/Training Officer for the CITY OF
GREENSBORO ABC BOARD. Queen oversees human resources and personnet issues, such as
disciplinary actions and performance evaluations. She also handles security at ABC stores, including
monitoring surveillance cameras to detect unlawful activities. ALLEY keeps all CITY OF
GREENSBOROC ABC BOARD employee personnel files locked in a closet in her office and requires
Queen fo get approval from ALLEY to review or remove the personnel fiies.

On August 16, 2010, | interviewed Queen. At times during the interview, Queen referred to notes she
has kept during her employment at the CITY OF GREENSBORC ARC BOARD.

At the outset of the interview, Queen recalied a telephone conversation with ALLEY the week of August
8, 2010. ALLEY called the CITY OF GREENSRBORO ABC BOARD Administrative Office via telephone
during business hours. Queen answered the telephone, unsure of who was calling. During the
conversation ALLEY told Queen over forty employees of the CITY OF GREENSBORO ABC BOARD
calied ALLEY to offer support to her since she had been piaced on administrative leave. She said to
Queen, "But you're not one of them.” During the conversation ALLEY, without provocation, claimed she
had not initiated telephone calls to employees at the CITY OF GREENSBOARD. but instead was
returning calis she missed. Atthe time ALLEY made this claim, Queen was aware of several calls
ALLEY made to Thorniow’s cell phone during business hours.

In mid July 2010, shortly after the release of the Investigative Report, ALLEY visited Queen’s office with
a page from the report. The particutar page set out an interview with an unidentified employee of the
CITY OF GREENSBORO ABC BOARD. ALLEY asked Queen, “Who would do this?” ALLEY also
questioned Queen about a photograph of a shipping label for a case of wine shipped to ALLEY at the
CITY OF GREENSBORGC ABC BOARD Administrative Office. ALLEY wanted o know how the
photograph was taken. During the conversation ALLEY told Queen her attorney, Jeff Gray, reported this
investigator contacted him and exposad Queen as the unidentified employee in the Investigative Report.

On July 22, 2010, two certified letters addressed to ALLEY and CITY OF GREENSBORO ABC ROARD
Chairman Jesse WARREN were delivered to the CITY OF GREENSBORO ARC BOARD Adminisirative
Office. Queen said the certified letters were sent from Prem Lawrence, an employee of CITY OF
GREENSBORO ABG BOARD. When the letters were delivered, Thornlow signed the return raceipts
and gave them back to the postman. Thorniow, unsure what to do with the fetters, called ALLEY to ask
for diraction. ALLEY instructed Thorniow to place both ietters under her office door. Thornlow foliowed
ALLEY'S instruction. Later, during a meeting, ALLEY told Quean she could not find the two cetifiad
letters and accused Queen of taking the letters to “make her look bad.” Queen does not know the
disposition of the letters.

Queen and | discussed destruction of distressed and broken hoftles of tiguor at the CITY OF
GREENSBORO ABC BOARD. During the May 17, 2020, interview with ALLEY she claimed o have no
invelvement in the destruction of distressed and broken liquor produgts. Confrary to ALLEY'S assertion,
Queen said she has seen ALLEY assist liquor vendor representatives with destruction of distressed
liquor. The last time was in 2009. According to Queen, when certain liquor vendor representatives

g

poured out distressed liquor products, ALLEY told other employees, “I've gotit,” and witnessed the
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destruction. ALLEY usually assisted when DeVriend was unavailable or busy. Queen saw ALLEY
withess as Amy Aebersold, Donaven Campbell, Bill York and Rusty Conway destroyed distressed fiquor.
{NOTE: Aebersold said ALLEY never withessed her desiroy distressed liguor)

(ueen has seen ALLEY with liquor vendor representatives in the room where distressed liquor is stored,
She said there is no reason for liquor vendor representatives to be in that particular room except to
destroy distressed liquor. Queen responded, “That's a lie,” when | brought up ALLEY'S claim of not
being involved in the liquor destruction process.

Queen and { also discussed other details of the Investigative Report, inciuding ALLEY'S assertion that
the CITY OF GREENSBOROC ABC BOARD pays $65.00 allowance each month for her celiular
telephone. See Investigative Report at p. 76, 1 3. Queen said ALLEY'S statement was nof true and the
CITY OF GREENSBORO ABC BOARD actually pays the full amount for ALLEY’S monthly cellular
telephone bill. Queen said Thornlow is responsible for ensuring the bill is paid each month.

! requested Thornlow to join the interview.

Thorniow confirmed the CITY OF GREENSBORQO ABC BOARD nays ALLEY’S cellular telephone bill
each month. She showad me ALLEY'S cellular telephone bills, exhibiting ALLEY’S home address, for
January through June 2010. Thornlow aiso showed me receipis for checks written by the CITY OF
GREENSBORO ABC BOARD to pay Verizon Wireless for ALLEY'S monthly cellular telephione bill.
Following is the amount of money the CITY OF GREENSBORO ABC BOARD paid each month for
ALLEY'S cellular tefephone bill in the first six months of 2010: January 2010-8168.72; February 2010-
$263.05; March 2010-$167.39; April 2010-$167.39: May 2010-3167.57; and June 2010-$167.57.
Thornlow said the Investigative Report misrepresented ALLEY'S annual salary. (NOTE; Alley toid me
her annual salary is approximately $117,000.00. See Investigative Report p. 76, §/ 3.) Thornlow gave
me ALLEY’S salary history since she was appointed General Manager of the CiTY OF GREENSBORO
ABC BOARD.

On January 1, 2003, ALLEY was hired with an annual salary of $85.000.00.

On July 1, 2003, ALLEY’S annual salary was increased 4% to $88,400.00.

On July 1, 2004, ALLEY'S annual salary was increased 5% to $92,820.00.

Orn July 1, 2005, ALLEY'S annual salary was increased 5.5% to $57.930.00.

On July 1, 2006, ALLEY'S annual salary was increased 6% to $103,810.00.

OnJuly 1, 2007, ALLEY annual salary was increased 7.1% to $111,185.00.

On July 1, 2008, ALLEY'S annual salary was increased 6% to $117.,880.

 On July 1, 2009, ALLEY’S annual salary was increased 3% to $121,400.00
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On July 1, 2010, ALLEY’S annual salary was increased 2% to $123,830.00.

Gueen and | discussed storage of mini bottles at the CITY OF GREENSBORO ABC BOARD
Administrative Office. According to Queen, warehouse personnel deliver mini bottles to the CITY OF
GREENSBORO ABC BOARD Administrative Office. Occasionally, Queen and Gloria Robins
redistributed boxes of mini bottles to City of Greensboro ABC stores ‘every now and then.” Until July
18, 2010, the maiority of the mini botties were stored in ALLEY'S office and some were kept in the law
enforcemeant office.

On July 16, 2010, local news reporters visited the CITY OF GREENSBORO ABC BOARD
Administrative Office. Queen noticed numerous boxes of mini bottles of spirituous liquor stacked in the
law enforcement office. Later, ALLEY told emplioyees she moved the all the boxes of mini bottles inio
the law enforcement office.

in early 2010, Queen had a new video security camera installed near the main entrance at the CITY OF
GREENSBORO ABC BOARD Administrative Office. Videc from the camera was recorded to a
computer hard drive in the Administrative Office. On May 7, 2010, when ALLEY learned the camera
was recording to a hard drive, she ordered Queen to contact the installation company and deactivate the
camera’s recording capability.

Queen was not aware of any details surrounding the alieged forging of Chairman WARREN'S signature
on a Financial Disclosure Statement. She did not know who signed or notarized the statement. Qusen
said Thorniow's recollection of them practicing writing WARREN'S signature was incorrect. The only
time Queen practiced writing WARREN'S signature was at ALLEY'S reguest 10 sign WARREN'S name
on a ietier to members of the North Carolina General Assembly setting out the CITY OF GREENSBORO
ABC BOARD'S opposition to privatizing spiritucus fiquor sales in North Caroiina, Queen does not know
who signed the letter, but was confident the letter was maiied to members of the legisiature.

Queen discussed attending the 2008 Bruce Springsteen concert with ALLEY at the Greensboro
Coliseum. Prior to the event, ALLEY asked if Queen wanted to go fo the concert. Queen, thinking
ALLEY had an extra ticket, accepted the invitation and met ALLEY at the Greensboro Coliseum on the
day of the concert. When Queen met ALLEY in the parking area, she was accompanied by a liquor
vendor representative. When Queen met the liquor vendor representative, she thought he gave the
tickets to ALLEY. Queen bought money to pay for the ticket, but ALLEY toid her "nof to worry about it
Queen said the seats for the concert were not very good and described them in relationship to the stage
as “far away.”

In 2002 or 2003, Queen was a student at Western Carolina University in Cullowhee, North Carolina. A
liguor vendor representative gave her two tickats to the Montgomery Gentry Concert. A friend
accompanied Queen to the concert. No employees of the North Carolina ABC Commission went with
Queen {o this concert and she did not see any ABC Commission employees. When | told Queen that
ALLEY asserted ABC Commission employees went with her to the concert, Queen said, “That was
untrue.”
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In 2008, Queen atiended the Kenny Chesney Concert at the Verizon Center in Charlotie, North
Carolina. At the time she was employed by the North Carolina ABC Commission and got tickets to the
concert from a liquor vendor representative. She said her supervisor at the time, Danny Sellars,
authorized her to use the tickets. She described atiending the concert as a, “last minute thing” and got
the tickets the same day as the concert. While Queen was at the concert she did not see any other
employees of the North Carolina ABC Commission.

Queen and | next discussed different aspects of ALLEY'S management. Queen plans to resign her
position with the CITY OF GREENSBORO ABC BOARD if ALLEY returns to work. Queen said the
CITY OF GREENSBORO ABC BOARD has ‘good employees” and she does not want to feave. She
went on to say, “If Katie comes back | will resign that day. |can’'t work for anybody | don't respect
anymore.” Queen recalled a recent incident at a local fast food restaurant. On this particular day, she
wore a shirt with a City of Greensbore ABC logo on the front. While waiting in line to order, a customer
noticed the logo on Queen’s shirt and sarcastically asked, “Who's buying your lunch today?” Queen
said the incident left her embarrassed and humitiated.

Queen also recalied ancther day in which ALLEY, Queen, Thomlow, DeVriend and McCormick were
eating lunch in the conference room at the CITY OF GREENSBORO ABC BOARD Administrative
Office. Without provocation, ALLEY asked Queen numerous questions about Tracy Fulk, a Greenshoro
Police Officer who oversees the law enforcement function for the CITY OF GREENSBORO ABC
BOARD. Before Queen answered one guestion, ALLEY asked another question without giving Queen
an opportunity to respond. The guestions continued several minutes until Queen walked away from the
table and left the room.

In closing, Queen recalled a time after she answered a telephone call from a reporter who requested
salary information on CITY OF GREENSBORQC ABC BOARD employees. Queen attempted to take a
message and have ALLEY return the call. However the reporter was persistent, so Queen requesied
McCormick speak with the reporter. Later ALLEY berated Queen about her handling of the call and
called her & "dumb ass.” When she spoke of this incident, Gueen mentioned her career serving in the
United States Air Force. She said she dealf with some “mean commanders,” but none spoke to her in
the same manner as ALLEY.

The interview ended a short fime later.
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On August 26, 2010, | interviewed CITY OF GREENSBORO ABC BOARD Chairman Jesse WARREN.
The CITY OF GREENSBORC ABC BOARD Attorney, Mike Fox, also attended.

At the outset, we discussed Financial Disclosure Statements. The statements, which must be notarized
after signing, certify board members hold no financial interest in the real estate where new ARC stores
are located. The investigative Report detailed a Financial Disclosure Statement bearing the alleged
forged signature of WARREN.

WARREN described the process for board members to complete the statements. Usually, the
statements are signed at the CITY OF GREENSBORQ ABC BOARD Administrative Office. He
described the “normal protocol” as Board members visit the Administrative Office and sign the
statements. WARREN said he foliowed this procedure “one or two times.” WARREN also said the
statements are signed at CITY OF GREENSBORO ABC BOARD meetings. He “thinks” the statements -
were notarized when signed during board meetings. He said, “That's my best recoliection.”

I'told WARREN the notary claimed no member of the CITY OF GREENSBORC ARC BOARD appearad
in front of her to sign the statements since March 2006. WARREN said there was “a possibiiity the
notary was not in the Board room when the staterments were signed.” Me also said the statements may
have been signed and afterward, “carried to her,” WARREN said, “l can only say it's to the best of my
Knowledge.”

WARREN and 1 also discussed the statement bearing his alleged forged signature, WARREN said the
signature on the statement “does not look like my normai signature.” He did not know who signad the

statement and has not asked. WARREN has not given authorization to any CiTY OF GREENSBORO

ABC BOARD employee to sign documents in his place. He emphasized no one was authorized sign a
notarized document in his place. :

We discussed the statute prohibiting government employees from taking things of value from those with
whom they conduct business. The statute is commonly known as “the gift ban.” WARREN told me he
was familiar with the statute, and “a multitude of opinions on the gitt ban” existed. WARREN said until
January 2010, ABC system managers being provided meals at the expense of liquor vendor
represeniatives were a “customary practice” which “enhanced the sale of liguor.”

On January 23, 2010, the CITY OF GREENSBORO ABC BOARD adopted a policy prohibiting
employees from having meals af the expense of the liguor industry. When the issue of out of state
meals provided to ALLEY by liquor vendor representatives was brought up, WARREN said the CITYOF
GREENSBOROC ABC BOARD was “taking out of state meals under consideration

The interview ended a short time later.
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On September 8, 2010, | spoke with Thornlow by teiephone.

She reported on September 7, 2010, ALLEY called the CITY OF GREENSBORQ ABC BOARD
Administrative Office to discuss her August 2010 cellular telephone bill. The total amount on the bill was
$358.01. Thornlow wrote a check to pay the full amount of the bill. (NOTE: This contradicts ALLEY'S
claim that $85.00 of her cellular telephone bili is paid monthly by the CITY OF GREENSBORO ARC
BOARD.)

During the conversation, ALLEY discussed this investigation with Thornlow. She told Thornlow some of
the information provided by DeVriend was inaccurate. According to ALLEY, DeVriend was ‘making stuff
up.” She aiso told Thornfow that DeVriend “made a deal with somebody.”

ALLEY told Thornlow she would be returning to work. At one point, she said, “I'm coming back,
definitely.” She aiso told Thorniow, “ haven't done anything wrong.”

Later, Thorntow sent me a copy (via fax) of the cellular telephone bill and a record of the check written to
Verizon Wireless to pay the full amount. A hand written note on the bill reads, “Steph-Hope &ll is well.
Dalcom had to add another line to my phone to run my computer so it was an exira charge. in addition,
there was an activation charge to add the laptop. Thanks! K"
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On September 20, 2010, Reserve ALE Special Agent Ron Parrish and | interviewad ALLEY at the iaw
office of her attorney, Jeff Gray. ALLEY requested to electronically recerd the interview.

Al the outset, we discussed the electric fireplaces David Brown claimed to have taken to the CITY OF
GREENSBORO ABC BOARD Administrative Office and Wilson's home. ALLEY said Brown took one
fireplace to the Administrative Office, however she could not remember when. ALLEY admitted Brown
took ancther firepiace to Wilson’s home.

According to ALLEY, a male customer saw the fireplace while making a purchase at a City of
Greensboro ABC store and asked ALLEY if he could have i, Although ALLEY claimed she did not know
the customer, she agreed to ask Brown about the giving the fireplace to the male. “Weeks or months”
after the customer first asked, ALLEY spoke with Brown about the fireplace and told him, “There’s a guy
who wants it.” When Brown agreed, he and ALLEY went to Wilson's home in separate vehicles. ALLEY
claimed the front of the fireplace was cracked when it was taken to Wilson's home. She does not know
the disposition of the fireplace.

The conversation turned to Wilson. When | asked ALLEY where Wilson is employed, ALLEY said, “|
don't know where she works. | don't know the name of her company.” Again, ALLEY told me she did
not know where Wilson works or “the name of her company.” Moments later, ALLEY asked why |
needed tc know where Wilson works. 1 told her Wilson would be interviewed for this investigation.
ALLEY responded, “Well when you interview her, you ask her where she works. She'll be glad fo teli
you. I'm not giving out information about anybody cther than me.” | asked ALLEY if Wilson works for
‘Roadway Trucking.” ALLEY replied, “It's not called that.”

After a short break, | asked if Wilson worked at “the former Roadway.” ALLEY replied, “No. She worked
somewhere else and then she went back to something RGC and Roadway Company. No, no, no it's not
that. It's like Old Dominion maybe OD, RC. i don't know.” (NOTE: Later | confirmed Wilson is employed
by Roadway Express).

We also discussed the Crown Royal logo table Amy Aebersold of SOUTHERN WINE & SPIRITS MID
ATLANTIC, INC., claimed to have taken to Wilson's house. ALLEY said she has “no knowledge of that”
and the table was not taken to Wilson’'s home. ALLEY said Wilson “lives in a $700,000.00 house” and
“couid not imagine her wanting a Crown Royal table.” ALLEY claimed Aebhersold wae telling “a boldface
lie.” When ! asked why Aebersold told me she took the table to Wilson's house, ALLEY said, "Maybe
she keptit.” When | asked ALLEY if Wilson was a consumer of Crown Royal, ALLEY told me “no.” She
changed her answer and said, “I'm not sure.” ALLEY said she and Wiilson drink wine.

In October 2009, ALLEY traveled to California. During the trip, her lodging accommodation costs were
billed to a credit card of Andy iredale of DIAGEQ NORTH AMERICA. After ALLEY returned from
California, she wrote a check to Iredale for the cost of her lodging. See Investigative Report p. 27, 9 7.

In November 2008, ALLEY travelied to New York City. Her lodging accommodation costs were paid by
Bob Reiber of Skyy Spirits. After ALLEY returned from New York, she wrote a check to Reiber for the
cost of her lodging. See investigative Report p. 45, 94 4, 5.
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ALLEY told me October 2009 California trip and November 2009 New York trip were the only two
excursions she reimbursed liguor vendor representatives for expenses they incurred for her fravel.
ALLEY also said liquor vendor representatives have not incurred additional expenses for her travels or
overnight ledging.

During this investigation, representatives of DIAGEO NORTH AMERICA furnished the ALE Division with
travel request documents, e-mail messages, and other documentation setting out efforts tc make
lodging and winery tour arrangements for ALLEY in 2007, 2008, and 2009 at Diageo owned facilities in
California. Details of the 2008 trip were set out in the investigative Report. See Investigative Repori p.
18, 11 8 through p. 24, §1 3.

On August 19, 2008, in an e-mail message to Andy lredale of DIAGEQ NORTH AMERICA, ALLEY
mentioned two previous visits to California. See Investigative Report p. 26, 5.

Hi Andy,

Glad you made it back and best wishes for the lottery-if you win, can
you at ieast keep vour day job!ll

Fri. Oct. 8" we will be at Korbel in Sonoma. | am new to the area as
weli. Only been there 2 times-is there a Healdsburg region in
Sonoma?

Hey, | heard that minis of Black and CR are not being delisted. Is this
true? K

According to ALLEY, her two previous trips to California were. job related and the CITY OF
GREENSBORO ABC BOARD paid expenses. When | mentioned the 2007 and 2008 travel
arrangements requested by representatives of DIAGEO NORTH AMERICA, ALLEY mentionad one
incident which-occurred “maybe three of four years ago.” She told me representatives from DIAGEC
NORTH AMERICA began arranging accommodations in California. At one point, John Stavros of
DIAGEO NORTH AMERICA told ALLEY he needed cash from her to pay for her overnight
accommodations. ALLEY offered to give Stavros a check for the costs, however “he insisted on cagh.”
ALLEY did not give cash to Stavros and the trip did not materialize.

| mentioned the information provided by DIAGEQD NORTH AMERICA for ALLEY'S travel arrangemenis
and accommodations at the Rutherford House at Beaulieu Vineyard in California for September 16 and
17,2007, ALLEY said she has never stayed at the Rutherford House. ALLEY contradicted Kirt
Clemens of SOUTHERN WINE & SPIRITS MID ATLANTIC, INC., and said she never had a
conversation with him about traveling to California.

During the first interview with ALLEY on May 17, 2010, we discussed allegations iiquor vendor
representatives gave her admission tickets or other hospitality suite access to NASCAR events. ALLEY
told me she has "never been to a race.” See Investigative Report p. 82, 1 5.

ALLEY'S attendance at NASCAR events was discussed again during our second interview. Although
she is "not a NASCAR fan,” ALLEY changed her account from the first interview and told me she “thinks”
she attended a NASCAR race in Charlotte in the fall of 2008. | reminded ALLEY of her claim in the first
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interview that she had never been toc a race. ALLEY said she ‘misspoke.” She also said, “it wouid be
fair to say I've been to a race.” ALLEY again said she “misspoke” in the first interview and admitted she
has been o a race. Discussing race tickets provided by liquor vendor representatives, ALLEY said
‘sales reps are constantly asking you to go places.” She claimed to have never solicited NASCAR
tickets and she has never received NASCAR tickets from liquor vendor reprasentatives.

David Brown of SOUTHERN WINE & SPIRITS MID ATLANTIC, INC .. admitted giving admission tickets
to a NASCAR eventto ALLEY. See investigative Report at p. 38,9 7. ALLEY said Brown was
untruthful and “he's not given me tickets.” ALLEY also said Amy Aebersold was untruthful when she
admitted giving ALLEY admission tickets to a NASCAR event. See tnvestigative Report at p. 25,9 8.

in October 2008, ALLEY attended an ABC “administrator’'s conference” in Charlotte, North Carolina,
After the conference, ALLEY and other local ABC system administrators went to a “ballgame or
NASCAR thing.” They aftended the event, “probably NASCAR,” in a hospitality suite owned by DIAGEC
NORTH AMERICA. ALLEY said other local ABC system administrators who attended included Mike
Myrick of Wayne County ABC, Curtis Canty of Ashevilie ABC and Rodney Johnson of Asheboro ABC.
She also said former state ABC Commission member John Lyons attended.

Later in discussing Johnson's attendance at the event, ALLEY recanted and said, * think | misspoke.”
For several moments, ALLEY did not provide an affirmative response concerning Johnson's attendance
at events hosted by liquor vendor representatives. She abruptly changed the topic to a 2005
investigation ALE personnel conducted on the High Point ABC system and its former manager George
Humble. At one point, according to ALLEY, Johnson pointed her out to & group of people as “the parson
who ratted on George Humbile.” When | asked where this took place, ALLEY said, “| think at that
NASCAR thing.” She said Johnson “was feliing everybody | told on George Humble.” When | asked
ALLEY if she had any doubt about Johnson attending the race, she said, “| saw him thera.”

ALLEY admitted receiving admission tickets to Carolina Panthers football games from liquor vendor
representatives. John Stavros of DIAGEO NORTH AMERICA furnished her admission tickets to at least
one Carolina Panthers football game. ALLEY could not remember the date of the game but recalled the
tickets, which she got at no cost, gave her access to the Diageo hospitality suite during the football
game. ALLEY said no other liquor vendor representative gave her admission tickets to Carolina
Panthers football games.

While discussing sporting event tickets, ALLEY said she is frequently offered admission tickets to
numercous events. She said, "These tickets are almost falling down from heaven like manna.”
Continuing to discuss accepting tickets from liguor vendor representatives, ALLEY said, “l swear | dign’t
know that was breaking the law.” ALLEY claimed tc have seen former ABC Commission Chairmarn
Doug Fox, former ABC Commission member J.0. Lyon, and ABC Commission Administrator Mike ,
Herring in the Diageo hospitality suite during at least one Carofina Panthers football game. ALLEY said,
“We were all having a good time.”

ALLEY denied soliciting liquor vendor representatives for tickets to Carolina Panthers football games. |

showed ALLEY the e-mail exchange she started with Ehrenberger, of Pernod Ricard on August 29,
2007,
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ALLEY did not consider her request to Ehrenberger a solicitation for Carolina Panthers tickets because
representatives of Pernod Ricard previously offered to give tickets to her. She said Ehrenberger did not
give her the field passes specified in his last e-mail message. ALLEY said again, “This stuff falfs out of
the sky fike manna.” ALLEY, referring to the liquor vendor representatives said, “They've set me up for
this.” ALLEY continued discussing the easy avaiiability of sporting event tickets provided by liquor
vendor representatives and did not know “it was wrong.” She said, “If | had known this was wrong, vea |
would have said no.” :

Later ALLEY said had she known accepting things of value from liguor vendor representatives was
‘wrong,” she “wouidn’t have put it in an e-mail. I'm not that bold.” ALLEY said she would not have
“done any of this” had she known it was “wrong.”

| asked ALLEY if she should have known accepting items of vaiue, such as sporting event admission
tickets, was “wrong.” ALLEY said, "It was never educated to us on this.” Again she mentioned
attending events with other local ABC system managers and employees at the North Carolina ARG
Commission. At one point, ALLEY asked, “Should | have known it? That's a hard question.” |
reminded ALLEY she is a public employee and her taking gifts from liquor vendor representatives, at
best, had potential to create a bad public appearance. ALLEY said she did not know taking gifts from
liquor vendor representatives with whom she conducts business was ‘wrong.” ALLEY said she “truly”
woutld not have “done any of this” if she had known it was not permitted.

ALLEY also said her position as a “public official” has been debated. When | asked ALLEY why she
might not be a public employee, she said, “ don’t want fo get involved in that.” Again she said “there is
some debate on it though.” When | reminded ALLEY her employer is the CITY OF GREENSBORO
ABC BOARD, she repiied, "l don't work for the city though.” :

ALLEY shifted the topic and recalled times when she was employed by Guilford County. She was given
free meals and free admission tickets fo sporting events. She compared receiving gifts as a county
employee and moving to her current empioyer and continuing io receive free gifts. At one point, she
asked, "How wouid | have known any different?”

ALLEY discussed returning to work from administrative leave and said, I need some guidance on what
to do and what not to do.” She described liquor vendor representatives as “resources 1o teach me
things.” ALLEY said “early on” she contacted Mike Herring at the North Carolina ABC Commission
questioning the practice of receiving meals from fiquor vendor represeniatives. Herring, according fo
ALLEY, told her “it was standard practice for ‘them’ to pay.”

On December 16, 2008, CITY OF GREENSBORO ABC BOARD Chairman Jesse WARREN sent the
following e-mail message to Jon Carr, of the North Carolina Association of ABC Boards. WARREN
courtesy copied a number of people, including ALLEY:

Hi Jon:

As you well know the press is going to continue discussing the errant
activities of New Hanover and Meckienburg ABC Systems in an
attempt to give the entire ABC system a "black eye”. When you
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consider the infractions there were two major things that occurred in
both of these ABC systems:

1. New Hanover gave inordinate raises to the manager , who, in furn,
not only hired his son against the neputism rule but put him under his
wing at an enormous salary. Obviously, the Commissioners were
uninformed and the ABC Board admitted they over compensated Billy
Williams. Keep in mind, no one challenged the efficiency of the New
Hanover operation. As a matter of fact it was operating as well as any
prosperous business.

Transparency is the key here and | personally feel that there needs to
be better communications between an ABC Board and the appointing
authoritiies. | am in no way talking about micro-managing a system.
The salary of Billy was obviously exhorbitant

as weli as what | consider the unethica! (if not iliegal) inside hiring of
his son. Both of these problems can be simply addressed without
blowing everything out of proportion.

Frankly, | hope our new Chairman has not become too publicity
minded ir his remarks which, to me | reads iike an overkill.

2. The Meckienberg situation was just DUMB! These sort of activities
are against the "Gift Law" and Parks should have known better than to
let our suppliers sponsor a dinner for the Meckienburg crowd. Again,
this can be easily resolved without an overhau! of the ABC system as
suggested by Jonathan Williams who referred to the PED study.
Let's get back on track to the main issue of efficiency. If we don't work
nard o preserve,in my opinion, the best system in the United States
of providing spirituous liquors fo the general public then everybody
will lose, especially the iocal governments who utilize the net profits to
serve their communities for deserving public purposes (after the State
gets the big lion's share). There is no doubt that the new 5% excise
tax by the State drastically hurt ali of the local communities who
receive the remainder of profits.

There are so many other valid reasons 1o preserve our existing
system but we can talk about them iater if we need tc.

Iunderstand that Jon Williams is new to our ABC system
but,unfortunately, he is succumbing to public pressure with a knee
jerk reaction. He needs to damn well get himself educated and try

to be an ally to the system rather than criticize it as though we are so
outdated. Really!!!

Il calf you tomorrow-

Best,

Skip

ALLEY received the e-mail message from WARREN. She said the “Mecklenburg situation” involved “a
lot of people and a lot of money.” She mentioned meals with “sales reps” and noted she “never took an
entourage with me.” ALLEY refused to answer when | asked if she agreed with WARREN'S opinion of
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the event viclating the North Carolina gift ban. She was concerned about being asked to agree or
disagree with her “boss” and said there was “no straight answer,” and went on to say, “l can’t win with
that.” In discussing the cost of the meal, ALLEY said, I'm not setting my board up for something like
that.”

The next topic of conversation centered on allegations of liguor vendor representatives giving fiquor
products to ALLEY. | asked ALLEY if Bill York, of SOUTHERN WINE & SPIRITS MID ATLANTIC INC.,
had given her Maker's Mark Bourbon. She told me York never gave her Maker's Mark Bourbon. |
showed ALLEY the exchange of e-mail messages between her and Walter Jordan when, in discussing
Maker's Mark, she claimed York kept her “a good supply.” After reading the exchange, ALLEY told me
York had not given her any liquor. She said the comment was “‘joke” and admitted it “looks bad.”

We also discussed Avery Sparrow's, of SPARROW & ASSOCIATES, INC., claim of giving ALLEY a
780-miliiliter bottle of Evan Williams Single Barrel Bourbon. ALLEY did not remember Sparrow giving
liquor to her, but recalled a special purchase of a barrel of fiquor from SPARROW & ASSOCIATES,
INC., which was bottled specifically for sate in City of Greensboro ABC stores. As she recalled the
barrel purchase, ALLEY said she might have gotten a bottle from Sparrow. ALLEY said the bottle “may
be in my office.” In closing, ALLEY said if Sparrow offered, she did not accept the bottie of liguor, She
said Sparrow was untruthful and she knew she “couidn’t accept that.”

Avery Sparrow admitted giving t-shiris to ALLEY after she reguested them for warehouse staff. ALLEY
denied this claim and said she has not solicited liquor vendor representatives for i-shirts.

Trevor Adair of SOUTHERN WINE & SPIRITS MID ATLANTIC, INC. reported a time when he put over
twenty mini bottles of spirituous liquor in the trunk of ALLEY'S car after she gave him her car key.
ALLEY denied this incident occurred. She mentioned one time when Adair gave her “a mini botile of
something new.” in discussing Adair and Aebersold making sales calls on the CITY OF '
GREENSBORO ABC BOARD, ALLEY said the pair were “never there together.” ALLEY did not recall
Adair giving her boxer shorts, but admitted approximately one year ago he gave her t-shirts which she
gave to CITY OF GREENSBORO ABC BOARD warshouse employees.

Next, we discussed ALLEY'S involvement witnessing liquor vendor representatives destroy distressad
liquor. In the investigative Report, ALLEY claimed she was “not involved in that process at all.” Ses
Investigative Report p. 86, §6. ALLEY maintained she has “never poured liguor out with reps,” but she
goes “in the room every now and then” when liquor vendor representatives destroy distressed liquor. |
told ALLEY several employees at the CITY OF GREENSBORO ABC BOARD and several liquor vendor
represeniatives reported observing her witness destruction of distressed fiquor. She spoke at length
about not being involved in the liquor destruction process and questioned what her employees were
doing when they claimed to have seen her witnessing destruction of liquor. At one point, ALLEY said,
“Nobody can look into a crystal bail to see that this is even going to be an issue if | did breakage with
them.” 1 also told her about employees hearing her say “I've got it” when some liquor vendor
representatives destroyed distressed liguor. ALLEY said she has never said “I've got it" and CITY OF
GREENSBORO ABC BCARD employees and liquor vendor representatives who made the allegation
were uniruthful,
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I told ALLEY a comparison of records showed DeVriend's signature on more than forty Destruction of
Unsalable Merchandise Reports dated when DeVriend's Employee Data Calendar indicated she did not
work. ALLEY seemed surprised and asked, “She falsified a report?” She also said she was “sorry to
hear that.” She was unsure who witnessed the liquor destruction on days when DeVriend did not work,
out ALLEY was adamant she did not witness liquor destruction. ALLEY knows she has to sign
Destruction of Unsalable Merchandise Reports for all liquor she witnessed destroyed and said she
never carried one of the reports to DeVriend for signature. She said, “I'm not pouring out liquor with
pecple.” ‘

ALLEY mentioned a discussion with DeVriend concerning Destruction of Unsalable Merchandise
Reports. During the conversation, DeVriend brought & folder to ALLEY containing a number of
Destruction of Unsalable Merchandise Reports. DeVriend was concerned about Fred McCormick's
signature on some of the reports and about someone else doing her work. After the conversation,
ALLEY gave the folder back to DeVriend. ALLEY does not know the disposition of the folder, but denied
kicking the folder under DeVriend's desk.

| told ALLEY of the discussion | had with DeVriend concerning removing documents intended for my
review and the folder kicked under DeVriend’s desk. ALLEY said she did not instruct DeViriend to
remove any documents and questioned why she would have DeVriend remove the documents from the
boxes. When | fold her the documents were signed on dates when DeVriend did not work, ALLEY
replied, “She falsified them. Why would [ try to protect her?” ALLEY claimed not to know DeVriend
falsified Destruction of Unsalable Merchandise Reports. ALLEY said she never asked DeVriend to sign
a Destruction of Unsalable Merchandise Report and, if DeVriend claimed ALLEY had, “Thatis a
boldface lie to protect her own self”

ALLEY said DeVriend received six weeks training after being hired by the CITY OF GREENSBORO
ABC BOARD. Part of the training included destruction of distressed hgquor. After our May 17, 2010,
interview, ALLEY met with DeVriend to review the figuor destruction process. She discovered the
storage cabinets were not locked. At that time, ALLEY mandated locks be usad on cabinets storing
distressed iiguor. ALLEY also claimed DeVriend “iost” two botties of distressed liquor products. As a
result, ALLEY implemented a system where two CITY OF GREENSBORO ABC BOARD employees
check distressed liguor when it is placed in storage to await destruction.

ALLEY mentioned an incident where she found a 1.75 liter bottle of Three Olives Vodka in a box stored
in the “breakage room.” While moving boxes from the breakage room to the law enforcement office,
ALLEY discovered the bottle. She asked DeVriend if the bottie “came from a store.” DeVriend was
unsure of the origination of the bottle. ALLEY mandated an immediate inventory of all liguor awaiting
destruction to determine “the salesman.” No records pertaining to the botile of Three Olives Vodka
were found. ALLEY instructed DeVriend to put the bottie in a locked cabinet.

During this conversation, ALLEY discussed problems she has had with DeVriend. At one point, ALLEY

discussed disciplinary action she took against DeViriend. ALLEY said, “Fve had to write her up for some
things.” DeVriend was put on probation for “taking too long for smoke breaks and gossiping.”
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in summing the discussion on the Destruction of Unsalable Merchandise Reporis and the Financial
Disclosure Statement, ALLEY said she has not falsified any reports. She also said she had not “ordered
anyone to falsify reports.” She said, “If somebody falsified something, you need to bumn their tail, not
mine.”

ALLEY and | discussed the alleged forgery of Chairman WARREN'S December 2008 Financial
Disclosure Statement. ALLEY toid me after the Investigative Report was released, all employees at the
CITY OF GREENSBORO ABC BOARD mentioned information in the report was not accurate. ALLEY
said all of her empioyees attempted to explain “what really happened.” She described the events as
“comical.”

According to ALLEY, Lisa Williams was contacted by Chairman WARREN and instructed to sign the
statement, but Williams refused. Williams carried the statement to Thornlow, who also refused to sign it.
Queen “picked it up” and practiced writing WARREN'S signature. Queen signed WARREN'S name on
the statement and gave it to DeVriend who notarized the statement even though she knew the signature
was forged. ALLEY commented that Queen should have practiced writing the signature more
extensively because the signature was not similar to WARREN'S. ALLEY said Queen later admitted to
signing WARREN’S name on the statement and DeVriend admitted knowing the signature was forged.
According to ALLEY, after the conversation with her subordinates concerning the inaccurate information
in the Investigative Report, she notified Gray. Later, Gray passed the information to CITY GF
GREENSBORO ABC BOARD Attorney Mike Fox. ALLEY said DeVriend attempted to conceal the
fraudulent notarization by creating a “back dated notary affidavit.” ALLEY claimed DeVriend's husband
explained to DeVriend how to “back date a computer” and the affidavit was created. Gray interiected
the "back dated affidavit” was crafted after Queen forged the Financial Disclosure Statement in an
attempt to create an appearance both were signed simultaneocusly. ALLEY said she could not
understand why the signature was forged because WARREN was at the CITY OF GREENSBORO ABC
BOARD Administrative Office two days before for “a legislative meeting.” She asked, “Why didn’t he
sign it then?”

ALLEY discussed a telephone conversation she had with WARREN about the forged financial
disclosure statement after she and | met on May 17, 2010. During the conversation, WARREN asked
ALLEY if she was questioned “about the signature.” He also asked, "Did you tell them | called?” ALLEY
told WARREN she was unaware of his telephone call {fo Lisa Williams) until he notified ALLEY of the
call. She toid me, "I said Skip | didn't know vou called. You told me you calied.” ALLEY aiso said
WARREN asked her not to disclose information she may have known about the forged signature. She
said, “My boss is teling me that | need to act like | don't know anything about it.” ALLEY also told me,
“He's called me and asking me if vou asked about it and 'm not supposed to tell.”

Marnina Queen has been employed by the CITY OF GREENSBORO ARC BOARD since May 2008,
Her mother, Peggy Queen, is the General Manager of the ABC store in Sylva, North Carolina. During
our interview, ALLEY mentioned a portion of the Investigative Report where Marnina Queen took a
cooler from a display set up in a City of Greensboro ABC store. See Investigative Report at p. 95, 9 4.
ALLEY claimed to be unaware of Queen taking the cooler. When ALLEY asked about returning the
cooler, Queen told ALLEY, “My mom and some friends have come and got ail that stuff out of my
house.” According to ALLEY, Queen and her mother each received a guitar from liquor vendor
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representatives. ALLEY described the guitars as “either 2 Montgomery Gentry or a Jack Daniels.” She
said, “They both got 'em.” ALLEY told Marnina Queen to return the guitar “to the store.” ALLEY also
alleged Queen tock a game table from a City of Greensboro ABC store display and a wine refrigerator
from a City of Greensboro ABC store display.

In discussing Queen’s employment, ALLEY said Queen is ‘upset” because McCormick will not retire
and give her a chance “to move up.” Later in the interview, ALLEY claimed to have heard a “rumor” of
Queen being dishonorably discharged from the mititary. Later, ALLEY reviewed Queen’s personnel fils
and found some of Queen's employment documents had been removed from the file. ALLEY was
unsure of the Queen’s military discharge status. (NOTE: A review of Queen’s Ceriificate of Releass or
Discharge from Active Duty (DD-214) indicates Queen’s military separation was an honorabie
discharge.)

ALLEY could not explain the difference between “disiressed” liquor and “breakage.” | cited an example
of an ABC store employee accidently breaking a bottle of liquor and asked who had to pay forit. ALLEY
responded, “Debbie called me about this toc.” According fo ALLEY, employees at City of Greensboro
ABC stores who accidently break botties of liquor are required to pay for the broken products. ALLEY
said, “l make 'em pay for it.” The cost of liquor products broken by customers is borne by the CITY OF
GREENSBORO ABC BOARD.

ALLEY discussed the telephone conversation with DeVriend. She claimed DeVriend calied after
reading a newspaper story concerning another local ABC system misreporting breakage as distressed
liquor. ALLEY told DeVriend she could not talk because ALLEY had been instructed not to contact
CITY OF GREENSBORO ABC BOARD employees. ALLEY ended the call, but DeVriend called &
second time. During the conversation, DeVriend explained the process for handling breakage was
being misrepresented as distressed products by the CITY OF GREENSBORO ABC BOARD. ALLEY
claimed fo have no knowledge of the process being misrepresented. She said, “l thought when
somebody broke it, we had to eat the cost.” ALLEY said employes breakage happens infrequently.
She said, “It's happened maybe one time since I've been there.” ALLEY could not remember the last
fime an empioyee of the CITY OF GREENSBORO ABC BOARD paid for breaking a bottle of liguor
product. She said the scheme to misreport empioyee breakage as distressed was DeVriend's
brainchild. DeVriend carried out this scheme “to reduce her paparwork.” A few minutes later, ALLEY
said she did not know why DeVriend implemented the misreporting of breakage.

Inour first interview (on May 17, 2010}, ALLEY reported her annuai salary is $117,000.00. Ses
Investigative Report at p. 78, § 3. At the time, her annual salary was $121 400.00. ALLEY claimed not
to know her annual salary and said she read the $117,000.00 figure “in the paper.” ALLEY aiso told me
the Invesiigative Report erroneously set out she receives a monthly cellular telephone aliowance of
$65.00. ALLEY told me the CITY OF GREENSBORO ABC BOARD pays the entire cost of her celiular
telephone bill each month.

As previously mentioned, ALLEY'S work computer developed problems resulting in the hard drive being
removed and shipped out of state for repairs. ALLEY said the unusable hard drive was destroyed after
attempts to recover data failed. Eventually the hard drive was replaced. ALLEY purchased the
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computer from the CITY OF GREENSBORO ABC BOARD for $35.00. ALLEY said she does not know
where the computer may be, because her mother sold it at a yard sale.

In closing, | asked ALLEY if she would consent to taking a polygraph examination. ALLEY again
mentioned a number of medical conditions she has, including diabetes and a heart condition. However,
she said if passing a polygraph examination “means ali this goes away, we're talking about a different
thing then.” I told ALLEY passing a polygraph examination would add “more credence to her side of the
story.” She replied, “Well ail you've told me is a bunch of hearsay stuff. I've not seen any evidence
ofher than a few e-mails. And t think when we go to court that a judge or jury will see that. So, | mean |
would like for you to believe me. But if you don’t, then we'll just take it to the next level. And we'll goto
court and we’ll see who believes who.”

I asked her to respond with only & “yes” or “no” answer for & polygraph examination. ALLEY said she
already answered my question. She told me this investigation was being profonged at the urging of the
North Carolina ABC Commission to force ALLEY to spend more money on atiorney fees. When 1 asked
who told her that, ALLEY responded, “Liquor rep after liquor rep after liquor rep.”

The interview ended a short time Jater.
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On September 21, 2010, Jeff Gray spoke with me about the last interview with ALLEY.

According to Gray, at the conclusion of our last interview, ALLEY spoke with him to discuss several
liquor vendor representatives.

The investigative Report cited two incidents where Rusty Conway of Republic National Distributing
Company admitted giving distressed liguor to ALLEY. He signed both Destruction of Unsalable
Merchandise Reports indicating the liquor was destroyed. See Investigative Report at p. 50, 7 through
p. 51,9 2. According to Gray, approximately one month ago, Conway reported to ALLEY that he
actually gave the liquor to DeVriend, but told me he gave the liquor to ALLEY.

Gray also mentioned Amy Aebersold of SOUTHERN WINE & SPIRITS MID ATLANTIC, INC. ALLEY
told Gray of an incident where Aebersold was to destroy three bottles of distressed Ketel 1 Vodka at the
CITY OF GREENSBORO ABC BOARD Administrative office. Aebersold, ingstead of destroying the
liguor, kept two bottles for herself. ALLEY “thinks” the third bottle was given to DeVriend.

Avery Sparrow, of SPARROW & ASSOCIATES reported giving ALLEY a bottle of Evan Williams Single
Barret Bourbon. During the interview with ALLEY . she denied Sparrow gave her liquor. Gray told me
ALLEY discussed this topic with him. During the conversation concerning Sparrow, ALLEY recalied
Sparrow gave her the liquor. Gray said the bottie remains unopened is in a liguor cabinet at ALLEY'S

home. According to Gray, ALLEY discussed Sparrow and declared, “Avery Sparrow does not lie.”

Gray mentionad my discussion with ALLEY concerning Kimberlee Wilson consuming Crown Royal liquor
products. Gray told me Wilson has a digestive disorder and “can’t drink grain products.” As a resulf,
Wiison drinks wins.

Gray discussed Ashebore ABC manager Rodney Johnson and his revealing ALLEY was a source of
information during an investigation of the High Point ABC system. Gray said Johnson revealing ALLEY
as a source of information was inappropriate.

In closing Gray told me, if requested, ALLEY would submit to a polygraph examination.

The conversation ended a short time later.
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On September 27, 2010, | met with CITY OF GREENSBORO ABC BOARD CHAIRMAN Jesse
WARREN. Attorney Mike Fox attended.

WARREN and | discussed the forged Financial Disclosure Statement from December 18,2008, 1
showed him a copy of the statement. At one point he admitted the mark “does not look like my
signature.” WARREN said he “can believe someone else signed it.”

WARREN did not instruct ALLEY or Lisa Williams to sign his name on the statement. He said any
contact with Williams concerning the statement would have been unusual because he normally speaks
only with ALLEY, or occasionally Fred McCormick. When WARREN discussed the signature with
ALLEY, she told him she did not “know how his signature got on the statement.”

I mentioned ALLEY'S claim of WARREN instructing her not to disclose information to me about his
forged signature on a Financial Disclosure Statement. WARREN denied telling ALLEY nct o disciose
information about the signature. He also said that would have been “‘improper.” At one point he told me
he did not instruct ALLEY not to “talk about the signature.” He said ALLEY'S claim was “simply untrue.”

We also discussed mini botties of spirituous liquor. WARREN said he does not know the disposition of
the mini bottles cited in the Investigative Report. He claimed none were given to him. He was not
aware of other CITY OF GREENSBORO ABC BOARD members receiving mini botties.

With regard to discussing this investigation, WARREN said the only instruction he gave to CITY OF
GREENSBORO ABC BOARD employees was to answer all guestions truthfully. He wanted to “make
sure they would tell the truth.”

In ciosing, WARREN said he answered all my questions fruthfully. When | asked if he would submit o a
polygraph examination, WARREN said, “ doubt if.” He asked, “Why should 17" WARREN said his
decision was personal and | would have to take what he told me “at face valus.”

The interview ended a short time later.
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On September 27, 2010, | interviewed Debbie DeVriend at the CITY OF GREENSBORO ABC BOARD
Administrative Cffice. We discussed a number of allegations made by ALLEY during her September 20,
2010, interview.

DeVriend has been truthfu answering guestions throughout this investigation and, without provocation,
said she “will be glad to take a polygraph.” At one point during the interview, DeVriend recalied a
conversation with ALLEY and allegations made against her by liquor vendor representatives. ALLEY
told DeVriend “no proof” of wrongdoing would be discoverad and, “it's their word against mine.”

We first discussed ALLEY'S issue with a 1.75 liter bottle of Three Olives Vodka. DeVriend had no
knowledge of this particular bottle uniii ALLEY brought it to DeVriend's office. She was not sure how
ALLEY came into possession of the bottle, but speculated a liquor vendor reprasentative inadvertently
failed to destroy the product,

DeVriend has not been the subject of any disciplinary action during her empioyment at the CITY OF
GREENSBORO ABC BOARD. She authorized me o review her personnet file which did not contain
any record of disciplinary action. Her performance appraisals, all administered by ALLEY either met or
exceeded expectations.

ALLEY’S attorney alleged Rusty Conway, of Republic National Distributing Company, gave spirituous -
liquor to DeVriend, but during this investigation reported giving the liquor to ALLEY. DeVriend said she
has never received liquor from a liguor vendor representative and called the allegation about Conway
giving liguor to her “alie” The only time DeVriend has been given liquor at no cost occurred when
ALLEY gave her a 1.75 liter bottle of Uitimat Vodka reported as distressed. DeVriend said ALLEY gave
1.75 liter bottles of distressed Ultimat Vodka to several employees at the CITY OF GREENSBORO ABC
BOARD Administrative Office, including Thornlow, Queen and former emplovee Lisa Williams.
DeVriend said ALLEY was “making up lies.” She also said, “That hurts.” DeVriend, again without
provocation, said she would “be glad” to submitto a polygraph examination. She said, “I'm tired of fhis
lying crap.”

ALLEY claimed DeVriend was aware Chairman Warren's signature was forged on a December 2008
Financial Disclosure Statement. DeVriend told me she kKnew the statement was falsified when she
performed the notarial act. She recalied the day the statement was forged and formar employee Lisa
Williams was “upset.” According to DeVriend, when the Financial Disciosure Statement was forged and
notarized, ALLEY was on vacation. Before leaving, ALLEY instructed Williams o have the statements
signed by all Board members and notarized. Williams contacted Board members via telephone and
requested them to come to the CITY OF GREENSBORO ABC BOARD Administrative Office and sign
the statements. Chairman WARREN was out of town and instructed Williams to sign his name on tha
statement. Later, Willlams brought several of the statemenis to DeVriend and said, “Katie said to have
you notarize these.”

Fasked DeVriend how she knew the statement was forged. DeVriend described the CITY OF
GREENSBORO ABC BOARD Administrative Office as “smal” and empioyees are aware of happenings
in the office.
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Sometime after the statement was notarized, ALLEY notified DeVriend she would be charged with a
felony. ALLEY told DeVriend, “We need to put this back on Lisa,” and instructed DeVriend to research
her Notary Public Guidebook for North Carolina to find “an out.” DeVrend found an example of a Proof
by Subscribing Witness in the Notary Public Guidebook for North Carolina. As DeVriend researched the
topic, ALLEY repeatedly told DeVriend, “Let's put this back on Lisa”

ALLEY also told DeVriend to expect to be put on administrative leave without pay for the fraudulent
notary act. ALLEY promised to give DeVriend ‘money out of her pocket” if DeVriend was placed leave
without pay.

Before DeVriend drafted the Proof of Subscribing Witness, Queen showed DeVriend how to change the
settings on her computer to indicate the document was created the same day as the Financial
Disclosure Statement was signed. Queen, according to DeVriend, learned of the back dating feature
from ALLEY when ALLEY backdated an e-mail message. Contrary to ALLEY'S assertion, DeViiend's
husband had no involvement in changing the date on DeVriend's computer. :

ALLEY instructed DeVriend, when | asked about the Financial Disclosure Statement and Proof of
Subscribing Witness, to claim Williams saw WARREN sign the statement and Williams signed the Proof
of Subscribing Witness. DeVriend said ALLEY wanted to ‘put this back on Lisa.” The strategy did not
materialize after DeVriend refused to forge Williams'’ signature on the Proof of Subscribing Withess.

On July 16, 2010, Attorney Jeff Gray visited the CITY OF GREENSBORO ABC BOARD Administrative
Office. DeVriend raised her concerns about the fraudulent notary act to Gary and asked if she needed
an attorney. Gray asked, "For what?” DeVriend fold him she was concerned about being charged with
a felony. Gray told DeVriend he “wouidn’t worry about it.”

After the forgery discussion, DeVriend mentioned her frustration and toll this investigation had taken on
her. She said ALLEY’S “lies and cover-ups have prolonged the investigation,” and, “If Katie had come
clean in the beginning, this would be over with.”

We also discussed ALLEY’S ciaim of DeVriend devising a system to misreport liquor “breakage” as
“distressed liquor.” ALLEY claimed DeVriend initiated and practiced this plan “to reduce paperwork.”
DeVriend toid me to correctly report liquor “breakage” in the inveniory system required the Stock
Difference Report to be completed at the ABC store where the breakage cccurred. Upon receipt at the
CITY OF GREENSBORO ARC BOARD Administrative Office, DeVriend simply “keys it [a corresponding
numerical code for the broken product] into the computer.” On the other hand, reperting “distressed
liquor” requires “keying in” the computer: completion of a Destruction of Unsalabie Merchandise Report;
a second “keying in” the computer after destruction for a “credit memo,” which is deducted from the
accounts payment. Additionally the Destruction of Unsalable Merchandise Report must be photocopied
and sent to the fiquor supplier via U.S. Mail,

The interview ended a short time later.

 AGENT'S NAME:
| Alan Fieids

a DATE: | sU /?f
[ ! e s t
1025010 K et |




TAL@Q CONTINUATION PAGE Page of Pages §Case Number
| 75 _ 90 | 10-064-001

On September 27, 2010, I interviewed Marnina Queen at the CITY OF GREENSBORO ABC BOARD
Administrative Office.

During the interview, Queen mentioned comments she heard from ALLEY after this investigation started.
She recalled a conversation when ALLEY, discussing this case, said, “I'm not gonna go down alone ”
ALLEY told Queen she would “take people down from the ABC Commission,” including Lori Lee and
ABC Commission Chairman Jonathan Williams. ALLEY also mentioned suing the CITY OF
GREENSBORO ABC BOARD.

We discussed the July 14, 2010, release of the Investigative Report and ALLEY'S claim that Queen
admitted signing Chairman Warren's signature on a Financial Disclosure Statement. Queen said
ensuring Financia! Disclosure Statements are signed by Board members is not a part of her job duties.
She did not sign the statement and was unaware of the forgery until she read the Investigative Report.
Queen did not tell anyone she signed the statement. When | toid her of ALLEY'S claim, Queen said
“That's a lie.”

b

During the May 17, 2010, interview, ALLEY told me former CITY OF GREENSBORO ABC BOARD ARC
Officer Gloria Robbins ended her employment in good standing. On September 20, 2010, ALLEY said
she “fired” Robbins and documentation of her termination was in Robbins’ personnel file at the CITY OF
GREENSBORO ABC BOARD Administrative Office.

Queen recalled attending a meeting with ALLEY and Robbins to discuss Issues with Robbins' work.
During the mesting, Robbins resigned her employment. Queen said Robbins “was not fired.” She
showed me Robbins’ personnel file, which contrary 1o ALLEY'S assertion, contained no decumentation
indicating Robbins’ employment was terminated. '

In her second interview, ALLEY claimed Queen and her mother each received a free guitar from a ligquor
vendor representative. ALLEY described the instrument as sither a ‘Montgomery Geniry” or “Jack
Daniels” guitar. Queen said she has never been given a guitar by a liguor.vendor representative.

Queen and | discussed distressed liquor. Queen has naver gotten distressed liquor from a liguor vendor
representative. However, she recalled the only time she received a bottle of disiressed liquor was when
ALLEY gave several employaes, including Queen, a bottle of Ultimat Vodka., Queen did not remember
ALLEY'S comments when she gave the liquor to Queen,

During the September 20, 2010, interview with ALLEY  she claimed Queen had taken pieces of ABC
store displays to her home. Queen told me none of the items she removed from ABC siores were taken
to her home. She said all display components were put in storage in the mixed beverage warshouse at
the CITY OF GREENSBORO ABC BOARD Administrative Office. She also said ALLEY was "lying”
when she accused Queen of taking display pieces to her home.

Queen began her employment at the CITY OF GREENSBORO ABC BOARD in May 2008. She has yet
to receive a parformance evaluation of her work. She received salary increases, but her performance
has not been reviewad. She has not been subjected to disciplinary action.

| AGENT'S NAME: | cy  DATE:
| Alen Fields | / e | 10/25/10




' AL-49 CONTINUATION PAGE Page  of Pages  Case Number
i 76 90 | 10-064-001

We discussed ALLEY’S claim of Queen being “upset” because CITY OF GREENSBORO ARC BOARD
Assistant General Manager Fred McCormick has yet o retire, thus denying Queen a promotion
opportunity. Queen said ALLEY initiated ali discussions about McCormick retiring and Queen’s potential
promotion to fill his position. ALLEY wanted Queen “to learn Fred's iob” so Queen could be promoted
when McCormick retired. Queen said she is in “no hurry” for McCormick fo retire. She said, “Fred

knows the system better than Katie," and added, “She’s been gone 75 days and we haven't had a
hiccup.”

In closing, Queen said she would submit to a poiygraph examination,

The interview ended a short time later.
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On September 27, 2010, 1 interviewed Stephanie Thornlow at the CITY OF GREENSBORO ARC
BOARD Administrative Office. During the interview. | requested to review a number of credit card
statements and other documents related to ALLEY'S travels for CITY OF GREENSBORO ABC BOARD
matters.

Thornlow discussed the March 9, 2010, request ALE made fo the CITY OF GREENSBORO ARC
BOARD for certain documents, including copies of all transaction statements from January 1, 2007
through December 31, 2009, for credit cards, debit cards, or other financial fransaction cards issued by
the CITY OF GREENSBORO ABC BOARD to its employees or board members.

Thornlow showed me ALLEY'’S credit card account summary from August 2007. An entry on the
statement, dated August 8, sef out details of ALLEY charging $200.30 for airfare and fees for round trip
flights from Greensboro to New York. A hand written note on the copied summary reads: ‘I used cradit
card # on accident. Reimbursed board when opened statement.” Thorniow gave me a note written on
CITY OF GREENSBORO ABC BOARD letterhead. The note reads: “Stephanie-i must have put &
personat flight on card number just saw it when | opened statement. Here is the money to cover it
Thanks! K" An undated receipt on the bottom of the letter head reads: “Received from Katie for
reimbursement for flight (185.30) + Expedia charge (5.00) = $200.30. She accidentally charged Board
card but reimbursed us.” The receipt is signed by ALLEY and Thorniow.

According to Thornlow, copies of all credit card statements submitted to ALE were reviewed by ALLEY
before they were released. ALLEY wrote the note on the copy of the credit card statement and made
anocther copy for ALE's document request. Thornlow showed me the original August 2007 credit card
account summary which bore no handwritten notes. ALLEY instructed Thornlow not to date the receipt.
Thornlow said the handwritten note by ALLEY was not accurate because the credit card transaction was
made in 2007 and ALLEY did not reimburse the CITY OF GREENSBORO ABC BOARD until sometime
in 2010, ALLEY reimbursed the cost of the airfare with cash and used “oid” CITY OF GREENSBORO
ABC BOARD letterhead to write the note to Thorniow. The “old” letterhead was used because it gat out
members of the CITY OF GREENSBORO ABC BOARD serving when the airfare was purchased in
2007. :

The 2007 National Alcoholic Beverage Control Association Annuat Conference was held in LaQuinta,
California. ALLEY'S registration fee was $595.00. She registered a guest (her mother) at & cost of
$395.00. Several members of the CITY OF GREENSBORO ABC BOARD registered for the conference
at a cost of $505.0C each. Those who registered guests did so at a cost of $395.00 per guest. The
CITY OF GREENSBORO ABC BOARD submitted a check for the entire cost for registration fees of all
attendees. Board members who atiended reimbursed the CITY OF GREENSBORO ABC BOARD for
the cost of their guest registration fee. Thornlow showed me photocopies of checks detailing repayment
of guest registration fees by attending Board members. There was no record indicating ALLEY
reimbursed her mother's registration fee. Thornlow said ALLEY did not reimburse the cost of her
mother’s registration fee.

The 2008 National Alcoholic Beverage Control Association Annual Conference was held in Marco
Island, Florida. ALLEY and three members of the CITY OF GREENSBORO ABC BOARD registered for
the conference at a cost of $595.00 per person. ALLEY and two Board members each registered a
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guest at a cost of $395.00 per person. The CITY OF GREENSBORO ABC BOARD remitted a check for
payment of ALLEY and the three Board members’ registration fee plus guest registration fees for
ALLEY’S guest (her mother) and a guest for two Board members. The total amount of the chack was
$3,565.00. A note on the check reads, “Board check covers 4@3595-2380[] 3@$395-1185[] 3565
Again, Board members reimbursed the CITY OF GREENSBORO ABC BOARD for the cost of their
guest registration fee. Thornlow showed me photocopies of checks detailing repayment of guest
registration fees by attending Board members. She also showed me the deposit slip indicating the
checks were put in the bank. There was no check or other record indicating ALLEY reimbursed her
mother's registration fee. Again, Thornlow said ALLEY did not reimburse the CiITY OF GREENSBORO
ABC BOARD for the cost of her mother's registration fees.

The interview ended a short time iater.
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On September 27, 2010, | interviewed Fred McCormick at the CITY OF GREENSBORO ABC BOARD
Administrative Office. McCormick is the Assistant General Manager of the CITY OF GREENSBORO
ABC BOARD.

We discussed the December 2008 Financial Disclosure Statement bearing Chairman Warren's forged
signature. McCormick said he “understands Stephanie [Thorniow] signed the statement.” He recalled a
conversation with ALLEY discussing the fraudufent signature after the investigative Report was
released. While talking about the statement, ALLEY reminded McCormick they both were on vacation

when the statement was signed. Because they were on vacation at the time, ALLEY told McCormick,
“We're OK”

Buring the September 20, 2010, interview with ALLEY, she ciaimed DeVriend was concarned because
McCormick occasionally witnessed liquor vendor representatives destroy distressed liguor products.
McCormick said DeVriend, contrary to ALLEY'S assertion, is not concermned about others witnessing
liquor destruction and has not brought up this issue to McCormick. He, like other CITY OF
GREENSBORO ABC BOARD employees, has seen ALLEY witnessing destruction of distressed liquor.
ALLEY'S statement of not witnessing liquor destruction was “totally untrue.” McCormick said ALLEY
“probably” put unsigned Destruction of Unsaiable Merchandise Reports on DeVriend’s desk for her
signature. He admitted leaving unsigned Destruction of Unsalable Merchandise Reports on DeVriend's
desk for her signature. McCormick said this practice usually took place on days when DeVriend was
“off.” He admitted engaging in this practice because he did not “want to put that on Katie if it's on me.”

McCormick said CITY OF GREENSBORO ABCBOARD employees do not always witness destruction of
distressed liquor products. Af times, employees “verify” the liquor by remaving the bottles from storage
and checking to make sure they are listed on the appropriate Destruction of Unsaiable Merchandise
Report. Liquor vendor representatives destroy the liquor and sign the report,

According to McCormick, the CITY OF GREENSBORO ABCBOARD practice of reporting broken liguor
products as distressed began shortly after DeVriend began her employment in 2005. When McCormick
learned of the practice, shortly before ALLEY was placed on administrative leave, in July 2010, he
ordered it stopped. McCormick said ALLEY never discussed this practice or its cessation with him.

We also discussed ALLEY’S claim of “firing” former ABC officer Gloria Robbins. McCormick attendad
the meeting with ALLEY and Robbins when Robbins resigned. He said Robbins resigned and
emphatically said, “She was not fired.”

[ asked McCormick if he knew where Kimberlee Wilson is empioyed. McCormick recalled conversations
when ALLEY discussed where Wilson works. He said, “Kim works at Roadway.”

While discussing this investigation, McCormick said he was unaware of many issues set out in the
Investigative Report. He said, “| wish Katie had been up front about ali of these things.” McCormick
continued discussing ALLEY and said, “} can't believe anything she says.” At one point, he asked, “How
can this Board expect us to work with her?”

The interview ended a short time tater.
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fi. Other Local ABC Systems

On August 17, 2010, Betty Hamm, General Manager of the Mouni Airy ABC Board, contacted me

regarding the Investigative Report.

During the May 17, 2010, interview, ALLEY admitied a iiquor vendor representative purchased a meal
for her and severat other focal ABC board employees on September 23, 2009 at the Red Onion Café in
Boone, NC, after they attended the grand opening of the High Country ABC Store. ALLEY alleged
Hamm and another Mount Airy ABC Board employee, “Patsy” attended the same meal, See

investigative Report atp. 79, § 2.

Hamm was concerned about being mentioned in the report and told me she did not attend the
Seplember 23, 2009, grand opening of the High Country ABC Store or the meal ALLEY discussed.
According to Hamm, the other Mount Airy ABC Board empioyee ALLEY accused of atiending the meal
was Patsy Hall. According to Hamm, on September 23, 2009, Hall worked at the Mount Airy ABC Store.

Hamm was unsure why ALLEY alleged she and Hall were at this particular meal. | asked Hamm if
ALLEY was truthfu! when she told me Hamm and Hall attended the meal on September 23, 2009.

Hamm told me ALLEY was not truthful and at one point said, “She lied.”

After the conversation, Hamm sent me, via fax, Hall's work time sheet from September 11, 2008 through
September 24, 2009. According to the time sheet, on Septernber 23, 2008, Hall worked from 8:30 a.m.

until 2:30 p.m.
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During the September 20, 2010, interview with ALLEY, she alleged Peggy Queen, Genaral Manager of
the Sylva ABC Board, received a “Montgomery Gentry” or “Jack Daniels” guitar as a gift from a liquor
vendor representative.

On September 21, 2010, | spoke with Queen. She has not been given a guitar by any liquor vendor
representative. Queen was unaware of “Montgomery Gentry guitars fioating around out there.”

When | asked Queen if ALLEY was truthful about the guitar, Queen answarad,"No.”

The interview ended a short time.
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During the second interview with ALLEY, she claimed to have seen Rodney Johnson at an ARC
‘administrators meeting” and “NASCAR thing” in Charlotte during October 2008.

On September 24, 2010, | spoke with Joe Wall, Executive Director of the North Garolinag ARC
Association. Wall toid me the National Alcoholic Beverage Control Association Annual Administrators
Conference was held in Charlotte in October 2008. He said the attending Nerth Carolina delegation
consisted of members of the North Carolina Aicoholic Beverage Control Asscciation (NCABCA) who
were on the Board of Directors. Wali said Johnson was not on the NCABCA Board of Directors in 2008
and it was “impossible he would have gone.” Wail said Johnson may have atlended the event and rot
registered, but that was unlikely.

NCABCA members pay annual dues each fiscal vear (July 1 through June 30). Wall reviewed NCARBCA
records and found the Asheboro ABC Board joined the NCABC on January 21, 2009, The Asheboro
ABC Board was not a member of the NCABCA or the National Alcoholic Beverage Control Association
at the time of the October 2008 meeting in Chariotte. Because the City of Asheboro ABC Board joined
the NCABCA mid-way through the fiscal year, membership dues ($100.00) were pro-rated to $50.00 to
pay dues for the iast six months of the 2009 fiscal year January through June 2009)

After speaking with Wall, | researched the 2008 NASCAR schedule, the 2008 Carolina Panthers foctball
scheduie and the 2008 Nationa! Alcoholic Beverage Control Association Annual Administrators
Conference.

The Bank of America 500 NASCAR race took place at Lowe’s Motor Speedway in Charlotte on October
11, 2008. The Carolina Panthers played a home faotball game at Bank of America Stadium in Charlotte
on October 26, 2008. The National Alcoholic Beverage Control Association Annual Adminisirators
Conference was held in Charlotte Qctober 26-29, 2008.
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COn September 28, 2010, | interviewed Redney Johnson, General Manager for the Asheboro ABC Board
at the Ashebero ABC Store, 700 South Fayettevilie Street, Asheboro, NC. Johnson has been employed
with the Asheboro ABC Board since October 16, 2008. He retired from the NC Alcohol Law
Enforcement Division on May 1, 2007, after 27 vears of service. From January 2006 until retirement, he
was assigned to ALE Headquarters in Raleigh where he supervised ALE's oversight duties for the North
Carolina Education Loftery. Prior to his ALE Headquarters assignment, Johnson was the Greansboro
ALE District Vi Supervisor overseeing ALE operations in nine central North Carolina counties.

Johnson submitted a letter seeking employment with the Asheboro ABC Board in late September 2008,
On October 8, 2008, Johnson was one of several candidates interviewed for the Asheboro ABC Board
General Manager's position. Chairman Russell Walker, Jr. contacted Johnson oy telephone on October
13th or 14th and discussed a general offer for the position contingent upon a mutually agreeabie
compensation package being approved at the board’s October 16, 2008, meeting.

Atthe October 16, 2008, board meeting, Johnson and the board agreed on a salary and benefits
package and Chairman Walker announced Johnson's appointment. Reporters from the Randoigh
Guide, a weekly newspaper and the Courier Tribune, a daily puplication, were in attendance. News
stories of Johnson’s employment were printed in both papers. Johnson produced the Asheboro ABC
Board Meeting Minutes for October 6, 2008, documenting employment interviews and October 16, 2008,
documenting his hire. He made copies of the minutes and gave them tc me.

We discussed allegations made by ALLEY on September 20, 2010, stating she saw Johnson in
attendance at the National Alcoholic Beverage Control Association Administrator's Conference in
October 2008, and cbserved him af the Lowe’s Motor Speedway in Charlotte attending a NASCAR race
in the DIAGEO NORTH AMERICA hospitality suite.

Johnson said he did not attend the October 2008 National Alcoholic Beverage Confrol Association
Administrators Conference in Charlotte, nor has he ever attended any other National Alcoholic Beverage
Control Assocciation mesting in Charlotte. The Asheboro ABC Board did not open ifs first store until
November 18, 2008, and did naot join the NCABCA until iate January 2009, The first NCABCA meeting
Johnson attended was the March 10, 2008, Supervisor's Meeting in Greensboro.

Responding to the allegation he attended the October 2008, NASCAR race, Johnson stated, “l was not
even employed by the ABC Board at the time of that race.” Johnson has been 1o the Lowsa's Motor
Speedway on two occasions, once in 1988 while working as an ALE agent and again in either 2002 or
2003 as a volunteer for a Randieman High School fund raiser. Johnson “absolutely” did not attend the
October 26, 2008, Carolina Panthers footbail game in Charlotte. He has never been a guest at a
sporting event where he was provided accommodations in a hospitality suite or other seating arez
owned by any liquor supplier, distilier, or broker.

| asked Johnson if he knew why ALLEY claimed she saw him in the Diageo hospitality suite at a sporting
event in October 2008. He said, “My cenjecture won't do anything to clarify the imaginary. Johnson
added, “No matter how many fairytales are predicated upon fairytales, the fact remains | simply was not
at the race, association meeting, or football game.” He referred to the Investigative Report posted on
the Greensboro News and Record website and noted ALLEY’S May 17, 2010, claim of never attending a
race, yet she later reported seeing Johnson at a race. Johnson suggested | ask ALLEY which version of
her story should be accepted as true.
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The interview ended a short time later,

After meeting with Johnson, | weni to the Randolph County Public Library in Asheboro, NC and iocated
2 copy of the October 17, 2008, issue of the Courier Tribune newspaper, which contained a story
documenting the October 16, 2008, announcement of Johnson's hiring.
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V. ANCILLARY INFORMATION

On May 11, 2010, | requested the CITY OF GREENSBORO ARG BOARD provide copies of all letters,
memorandums, e-mail messages, and other written correspondence between ALLEY and all empioyses
of iquor distillers, liguor suppliers, and brokers during 2007, 2008, and 2009. The distillers, suppliers,
and brokers listed included Beam Global Spirits & Wine, Inc.; Pernod Ricard: Southern Wine & Spirits
Mid Atlantic, Inc.; Skyy Spirits; Republic National Distributing Company; Sparrow & Associates, Inc.:
DIAGEO NORTH AMERICA: Luxco: and Proximo Spirits. This request was drafted to seek documents
and information considered public records under the North Carolina General Statutes.

In late June 2010, several boxes of documents were provided by the CITY OF GREENSBORO ABC
BOARD. However, a small number of the communications listed above were provided. | was told e-
mail messages between ALLEY and liguor vendor representatives would be difficuit to refrieve because
the hard drive on ALLEY’S work computer catastrophically failed in May or June of 2010, As a result,
the hard drive was replaced. (NOTE: ALLEY later purchased this computer from the CITY OF
GREENSBORO ABC BOARD.) ‘

As of the submission date of this report, the CITY OF GREENSBORC ABC BOARD has nof provided
other e-mail messages. None of the e-mail messages cited in this or the Investigative Report was
provided by the CITY OF GREENSBORO ABC BOARD.
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On September 29, 2009, Rodney Beckom, Special Agent in Charge of ALE District V1, and | visited
Roadway Express, Inc., in Kernersville, NG to interview Kimberlee Wilson. We spoke with Regional
District Manager Andy Barratta, who confirmed Wilson is an employee of Roadway Express.

Wilson refused to be interviewed.
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On September ¢, 2010, | submitted a request to ALLEY'S attorney (Jeff Gray) requesting authorization
to visit ALLEY'S bank and review her bank records from January 1, 2009 through January 31, 2010, |
specified | would review the records, note relevant information, and return them to the providing
Custodian. | also set out my intentions not to photocopy the records and not leave the banking facility
where the records wouid be examined until | completed the review. |invited Gray or his representative
to accompany me to review ALLEY'S bank records.

ALLEY did not agree to authorize me to visit her bank to review the records. However she provided
copies of bank statements for the timeframe requestea and authorized me to review those records.

On September 30, 2010, | reviewed the bank records af Gray's office. The records provided by Gray
showed no checks were written by ALLEY on this account from January 1, 2009 through January 31,
2010.

Gray aiso provided ALLEY'S personal calendars to review for 2007, 2008, and 2008, | reviewed the
calendars to compare them to the dates when Destruction of Unsalable Merchandise Reporis were
signed while DeVriend reported to be on leave. Some of the dates in ALLEY’'S personal calendar bear
markings indicating she was out of town or otherwise not in the CITY OF GREENSBORO ABC BOARD
Administrative Office when some of the reporis were signed.

During the meeting, Gray noted ALLEY was interviewed on September 29, 2010, by private
investigators hired by the CITY OF GREENSBORO ABRC BOARD. According to Gray, ALLEY told the
private investigators she redistributed mini botties from the Administrative Office to City of Greensboro
ABC stores. This declaration contradicts ALLEY'S claim during our May 17, 2010, interview when she
proclaimed she does not redistribute mini botiles to ABC stores and ‘never handles liguor at all.” Sse
Investigative Report at p. 86, 9 2.
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On October 19, 2010, the CITY OF GREENSBORO ABC BOARD terminated ALLEY’S employment.
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On October 22, 2010, Guilford County District Attorney Doug Henderson declined to seek prosecution in

this matter.
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CONCLUSION

Information set out in the Investigative Report indicates, during 2009, Katie ALLEY was the beneficiar