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CALL TO ORDER 

Chairperson Nystrom called the meeting to order at I :00 PM. Roll was taken and a quorum 

was met. 

APPROVAL OF AGENDA 

MOTION: A motion was made to approve the agenda for today's (August 18, 2022) 

meeting by Commissioner Pauli and seconded by Commissioner Winkleman. The motion was 

approved unanimously. 

APPROVAL OF MINUTES 



MOTION: A motion was made to approve the minutes from the June 22, 2022, meeting by 

Commissioner Pauli and seconded by Commissioner Winkleman. The motion was approved 

unanimously. 

ADDRESSING ALCOHOL-INVOLVED DEATHS IN IOWA PRESENTATION 

Stacie Schroeder of the Alliance of Coalitions for Change and Julie Hibbon of the Iowa 

Department of Public Health presented an overview of the Addressing Alcohol Involved Deaths 

in Iowa Report. 

Administrator Larson offered context regarding ABD' s partnership with the group 

conducting research. ABD will continue to be a source for information and data concerning 

licensing and taxes for the group. It is hoped that this data can help determine future public policy. 

It is a priority of the Executive Branch to connect data points across agencies to have evidence 

based on data for public policy change instead of anecdotal evidence. Data can also help govern 

by looking at what is happening in specific demographics. 

When asked by Commissioner Pauli what recommendations AC4C would have the greatest 

impact, Ms. Sclu-oeder mentions two with the most research are an increase in excise tax and 

increased awareness of alcohol outlet density. 

PUBLIC COMMENT 

Jeff Brinkley, Mason City Police Chief expressed appreciation of the assistance received 

from ABD and encourages the Commission to support the ongoing relationship building that has 

been occurring. 

Peter Komendowski, Executive Director of A Healthy Iowa thanked ABD for the 

opportunity to work with partners to help give youth the tools they need to make healthy choices 

about alcohol. 



Andy Deloney, Distilled Spirits Council expressed agreement adding that several other 

groups from across the state have praised the Iowa team for being open, transparent and easy to 

work with. 

ADMINISTRATOR'S REPORT 

The Administrator began his report by talking about the modernization of Chapter 123 to 

accomplish three principles: (1) provide statutory clarity, (2) reduce the number of licenses, (3) 

clarify the privileges and cost of a license. All changes are to go into effect on or before January 

1, 2023. 

Lolani Lekkas, Bureau Chief of Administrative Affairs, sees ABD's role as a regulator to 

determine what SF2374 does and then get those items implemented. ABD is splitting the items 

in the bill into two categories: non-system-based changes and system-based changes. Within the 

bill there were transition provisions that allow ABD to implement parts of the legislation sooner 

than the January 1, 2023, effective date. The non-system changes that have already gone into 

effect are: all native manufacturers can now apply for a Class C Retail License allowing them to 

serve all types of alcohol at their manufacturing site; allow native manufacturers to obtain liquor 

from ABD to create .5%-15% ABV canned cocktails; allow bars and restaurants to buy a total of 

5 cases of beer, high alcoholic content beer and canned cocktails in 24 hours from a Class LE 

licensee and removed the bond requirement for direct shippers of wine. Within the next few 

weeks ABD will send out information with regards to removing the 100,000-proof gallon cap for 

Native Distilleries. Although the licensing system is new, ABD is implementing the system 

changes. These changes will be in place by November 14, 2022, which correlates with the Go

Live date for GovConnect. 



Ms. Lekkas then turned the discussion over to Stephanie Strauss, Government Relations, 

to continue with changes contained within SF2374. Ms. Strauss began by noting that the 2022 

Legislative Session Update was updated to include the repeal of the requirement for brewpubs to 

purchase their own beer from a beer wholesaler before selling it at retail at the brewpub for off

premise consumption. This change will go into effect January I, 2023. Brewpubs will be 

required to report and remit the gallonage tax on that beer. 

Administrator Larson further explained that Ms. Strauss issued ABD's interpretation of 

what the law does and does not do to the ABD Commission Board in June 2022. ABD is aware 

that there may be differences in interpretation of the law. ABD's role is to govern based on the 

agency's interpretation of the law. 

Commissioner Nystrom voiced concerns about stakeholders calling into ABD with 

questions and being able to contact a live person to obtain conect and timely information. 

Commissioner Nystrom reiterated to Ms. Lekkas the need for making sure that customers are 

taken care of and receive correct information. Ms. Lekkas addressed Commissioner Nystrom's 

concerns by outlining how ABD has analyzed the bill to determine what it does and does not do. 

Tyler Ackerson, Rules Coordinator, began training ABD staff to educate them on how to answer 

questions. Ms. Lekkas further stated the ABD has been asking callers to be patient while we 

work to get them the correct answer rather than an easy answer that may change later after 

additional review. 

Commissioner Pauli asked Ms. Lekkas if she felt she had the necessary resources to be 

able to execute the necessary changes by January I, 2023. Ms. Lekkas stated that she felt she 

did. Ms. Lekkas' team with non-system changes to try to get those questions answered while 



working behind the scenes on system changes. The ABD Licensing team has been working with 

OCIO and external partners on those system changes within the licensing system. 

Administrator Larson added that new positions are being created. This includes a 

Training Specialist who will work with licensees and ABD staff on additional training. ABD is 

also creating a full time project leader position to work through the implementation of 

GovConnect and SF2374. It is anticipated that this position will be filled by mid-September. 

The third position being created is an Information Specialist to work with messaging, marketing 

and website support. 

Mr. Ackerson began his rules update by reminding the Commission why trade practice 

rules need to be in place and updated. The chapter under review governs the allowable and 

prohibited interactions between manufacturers, wholesalers and retailers. The goal of these rules 

is to ensure a fair and competitive environment within the alcoholic beverage marketplace. ABD 

is required by Iowa law to adopt as administrative rules the substance of the federal regulations 

governing trade practices to the extent that the Iowa legislature has not codified specific 

differences from the federal regulations into Iowa law. 

Since the Fall of 2021, an internal team at ABD has been working on amendments to the 

trade practice rules, which has not occurred in over 30 years. The goal is to make sure Iowa's 

trade practice rules are as closely aligned with the federal regulations as possible so that industry 

members and retailers can know that if they are following the federal regulations and they are in 

compliance with Iowa's rules. As part of ensuring transparency during this process ABD 

conducted a long informal comment period. Since the Commission meeting in May, this process 

has ended and ABD received over 100 comments from stakeholders across all tlu·ee tiers of the 

three-tier system. Some comments were to express support for particular changes, or overall 



effort to update the rules, while others provided specific changes that the stakeholder would like 

to see made. Unfortunately, ABD is not able to make changes that are broader than what is 

allowed by federal regulations or would conflict with Iowa law. In the areas where the change 

would increase clarity for the reader or bring us into further alignment with federal regulation, 

ABD will make changes to the draft to incorporate them. 

We are approaching the August 29 deadline to file the rules and begin the formal process. 

Once we formally file the rules, they will then be published as a Notice oflntended Action on 

September 21. Once this Notice is published, it begins a 20-day public comment period. We are 

planning on holding a virtual public hearing towards the end of the public comment period to 

allow stakeholders with as many opportunities to provide feedback as possible. After the Notice 

of Intended Action is published, but before formal adoption, we would like to have a special 

vi1tual Commission meeting to go through the rules with the Commission and give the 

Commission an oppo1tunity to ask questions or provide feedback. Changes can be made to the 

rules after the Notice oflntended Action is published based on feedback received. We will need 

to have a meeting on October 26 to have the Commission vote on adoption of the rule making. If 

adopted, the rules will then be filed that same day for final publication on November 16. They 

will then become effective on December 21, 2022. 

Administrator Larson reiterated the purpose ofre-writing these rules is for ease of 

readability for all pmties involved. The rules need to be as clear as possible for enactment and 

enforcement at this time and in years to come. 

DeMario Luttrell, Bureau Chief Regulatory Compliance, began his remarks by thanking 

Chief Brinkley of the Mason City Police Depmtment for meeting with him and continuing to 

build relationships with ABD to create effective pmtnerships. As in previous summers, the 



number of complaints for investigation have been down, which has allowed more time for 

proactive joint initiatives with law enforcement across the state. ABD has seen an increase in 

sale to minor offenses being issued by law enforcement and processed administratively by the 

ABD. 

Mr. Luttrell then spoke about how ABD can help in the fight against human and drug 

trafficking. These are areas that can always use extra assistance and national statistics suggest 

there is a conelation between alcohol establishments and human and drug trafficking. With 

additional staff traveling throughout the state to complete compliance checks, we believe we can 

be a valuable resource in the fight against human and drug trafficking. Mr. Luttrell stated that by 

not having peace officer status, the ABD is limited in the information that is being shared with us 

from the Department of Public Safety and the Department of Criminal Investigations. ABD will 

be working over the next few months to get the message out about how having peace officer 

status can help and hope to get it through in the next legislative session. 

Bureau Chief of Business Operations, Herb Sutton, repo1ted on the year end numbers 

with regards to the public/private partnership with Ruan. Each year the numbers are sent to an 

independent consultant to determine if the partnership is saving the State money. As in past 

years, the result is that the partnership is saving money. Using set assumptions, the savings on 

the fleet side for the fiscal year was up $485,000 or 9% and on the warehouse side down 

$140,000 or 4%, for a net savings of $345,000. One area that has shown a great decrease is in 

workman's compensation. Each agency pays its own obligation based on the number of claims 

over a five-year average. ABD's obligation in FY21 was $261,000 and in FY23 it was 

$158,049. This decrease occurred because Ruan is responsible for any claims that occur on the 

warehouse side. 



In terms of products, to date there are 2,844 SKUs listed; an increase of 11 % over July 

2021. The current out of stock percentage is 17%. Pre-pandemic, that number would average 

8%. In the top 200 products, 8 are out of stock, with scheduled POs in the system to come in. 

With the termination oflowa Lottery's lease, the warehouse is gaining approximately 12,300 

square feet of space, allowing potential for future growth. 

Mr. Sutton then discussed the ABD barrel program. Currently, when a supplier has a 

barrel available for the State, only one store can get the pallet with the empty barrel and all its 

contents packaged, because you licensees cannot transfer product between stores. This will 

allow these items to be purchased by consumers statewide in any sized store if the licensee 

chooses to buy cases. To date ABD has secured 46 barrels. Four barrels of the same product 

sold out in five days with a profit of$1 l,000. The plan is to grow this program similar to that of 

special order on hand products. The Special Orders on Hand program started in 2018 with 30 

products. To date the program has made a net profit of$247,000. 

Mr. Sutton then discussed the AX system upgrade for the warehouse and financial 

components of ABD. Microsoft will no longer support the current system after January 2023. 

This upgrade occurred in mid-July and went smoothly. Mr. Sutton credits the OCIO, 

Accounting and Blue Horseshoe teams with making this transition work so well. The upgrade is 

complete and the system is now cloud based. Commissioner Pauli inquired if it was a hardware 

and software upgrade. Mr. Sutton replied that it was software only. 

The fuel tank upgrade was the next topic mentioned. Mr. Sutton noted that leaked fuel 

was found underground that had to be cleaned up. Clean-up costs were approximately $120,000 

which were covered by the contingency amount transferred in January 2021. An additional 

$25,000 was transferred to cover changes made in the plans. 



Mr. Sutton's next point of discussion was the large backup generator. The generator is 

also used during the summer on days when there is high energy use and the agency is asked by 

MidAmerican Energy to cmiail usage. As paii of this cmiailment program ABD has received a 

refund check from MidAmerican Energy. Last year's refund was $8,700. These refunds help 

offset the $250,000 cost of the generator. As pmi of the fuel tank replacement project, the 

generator is now directly connected to the fuel tank for ease of use. This is pmi of the 

COOP/COG plan for the State. 

Jon Mader, Accountant, provided a financial update. Liquor sales in FY22 ended just a 

.25% short of 4% growth for the year. The split case fee and overall picks are down, however, 

we are seeing more full cases being picked and sold. Total revenue was just shy of $438 million 

compared to $422 million in FY21. We have had consistent growth over the last few years with 

deliveries and this continued in FY22 at a growth rate of 8.41 %. This equals out to 

approximately 100 additional deliveries per week. The new graph of gallons per month by fiscal 

year gives us a chance to focus on consumption, which is one of the Administrator's priorities. 

While reviewing the ainount of liquor sales so far in FY23, we are down almost 4%, 

however we also had one less business day in July compared to the previous year. Split case 

fees have seen an increase in revenue going from 50 cents to 75 cents per pick on July 1, 2022. 

Deliveries and orders were almost flat on comparison; however, they are still trending upwards. 

The downward trend in volume continued in July with fewer cases, bottles and picks. 

Commissioner Pauli asked Mr. Mader how much inflation is affecting these trends. Mr. Mader 

responded that he believes the price increases are why we are seeing revenues remain steady 

even though volume is down. The agency is seeing slight increases in revenue per case and 

revenue per bottle in FY23 over FY22 which is most likely due to price increases. 



The bailment fee line was added to the report as another way to track volume. A new 

chart entitled Gallons by Month per FY has been added to help track consumption. In FY23 we 

are down in the total gallons sold compared to FY22. Numbers listed in the Accrual section of 

the chart show a more accurate picture of how ABD is doing compared to the Total Revenue. 

In terms of reversion, ABD reverted less this July than the previous year. Even with that 

smaller reversion we are still on track to make the agency's $150 million reversion goal. It was 

noted that although we do not have data for the full month of August yet, the first half was very 

healthy compared to August 2021. Commissioner Eubank asked that we start to offer 

information to the Commission concerning profitability and efficiency in the future to better 

understand what numbers mean today compared to a year ago. 

Administrator Larson summarized the Administrator's Report by emphasizing the need to 

bring forth greater data concerning inflationary trends. ABD needs to look at everything to make 

sure we are efficient and profitable in the future. The ABD also needs to analyze what and 

where are Iowans consuming. 

OLD BUSINESS 

None 

NEW BUSINESS 

None 

NEXT MEETING DATE 

The next Commission meeting will be October 19, 2022 at 10:00 am. The meeting will 

be held in the Davenpmi area with additional information to be posted on the ABD website. 

ADJOURNMENT 



The meeting adjourned at 3:29 pm. 

Comm sione · John Pauli, Secretary 




