
An effective system for the State of Iowa
The Control State System is steeped in history and still very 
effective and relevant today. The Division strives to balance 
generating revenue for the State of Iowa with social responsibility 
and public health.

With the repeal of national 
prohibition in 1933, the regulation 
of alcoholic beverages reverted to 
the individual states. The failure of 
prohibition showed that the nation 
was too large and too diverse to 
accept a single standard of sobriety. 
Iowa chose to resume the legal sale 
of alcoholic beverages, but the pre-
prohibition proliferation of saloons 
and abusive drinking were clearly 
unacceptable. 

 Citizens needed a new way to 
balance the right to consume alcohol 
with social responsibilities and 
costs in order to better serve the 
community interests. Iowa chose to be 
directly involved in the sale of spirits 
as “control jurisdictions.” This model 
allows for control of alcohol traffi cking 
within Iowa while maximizing 
revenue generated for the State. 
 The Iowa General Assembly 
established the Iowa Liquor Control 
Commission in 1934 to regulate 
the sale of alcoholic beverages 
and opened fi ve state-operated 
liquor stores. For over 50 years, 
the state was the sole wholesaler 
and retailer of spirits and wine.
 More than 250 state-owned 
stores were in operation in 1986, 
when the state transitioned the retail 
sale of liquor and wholesaling of wine 
to licensed privately owned stores. 
Today, the State wholesales and 
distributes spirits only to privately 
owned retailed stores through 
the state. 

The four core functions of the 
Iowa Alcoholic Beverages Division:

regulation

To regulate the 
alcohol industry 
within the state.

education

To use education 
and outreach to 
enforce Iowa laws.

licensing

To license 
distributors, retailers 
and wholesalers.

distribution

To distribute spirits 
equitably at the 
wholesale level.
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Iowa’s alcoholic beverages industry operates under a three-tier system: manufacturer to wholesaler to retailer. This system 
maximizes revenue for state and local programs while minimizing the cost of industry regulation. All liquor, wine and beer 
purchases must be made through the three-tier system. 
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Division renews efforts in education and 
outreach to licensees and general public

Emerging Public Policy Issues

 The Division has a new focus on 

education and is working to develop 

education programs, materials, and 

partnerships that promote alcohol 

awareness. 

 The educational efforts are 

split into three segments. First, the 

Division focuses on providing alcohol 

awareness and abuse prevention 

information to the general public. 

Topics in this area include underage 

drinking, binge drinking, caffeinated 

alcoholic beverages, fetal alcohol 

syndrome, and alcoholism and 

substance dependency. 

 The next segment of education 

is directed toward licensees and the 

alcohol industry. The Division strives 

to achieve compliance with laws and 

regulations in a proactive manner 

by increasing awareness through 

education and training first and 

employing enforcement measures 

only when necessary.   

 The third segment involves 

strengthening existing partnerships 

and forging new ones with groups 

that are involved in alcohol awareness 

education. Two new important 

partnerships have already begun.   

The first is EUDL - Enforcement 

of Underage Drinking Laws - with 

a collaborative effort between the 

Division and the Iowa Department 

of Human Rights, Iowa State 

Patrol, Department of Public Safety, 

Governor’s Traffic Safety Bureau 

and the Governor’s Office of Drug 

Enforcement. EUDL partners work 

together to provide online resources 

for licensees. The second partnership 

is with the March of Dimes to provide 

materials to help increase awareness 

of the dangers of consuming alcohol 

while pregnant.  

 A number of free, printable 

materials are already available online 

at IowaABD.com.  The Division is 

also developing a list of prevention-

oriented books, websites and other 

resources.

Historical HigHligHts timeline

Prior to 1919  
33 states already 
had some form of 

prohibition

1920 The 18th 
Amendment passes 

creating national 
federally mandated 
prohibition but there 

are major enforcement 
problems

1933  
21st Amendment 
passes, repealing 

national prohibition

1934 Iowa becomes 
a Control State and

assumes direct control 
over wholesale and 
retail distribution of 

alcoholic beverages, 
except beer

1963 On-premises 
liquor-by-the-drink 
sales allowed and

simultaneously, 
dramshop insurance 

becomes a 
requirement

1972 Iowa Beer and 
Liquor Control Act
consolidates liquor 
code. Department 

begins regulating beer 
industry in addition to 

spirits and wine

1973 Alcohol sales 
are allowed on Sunday

1981 Iowa Beer 
& Liquor Control 

Department and the 
state liquor warehouse 

are moved to ABD’s 
current location

1985 Iowa’s wine 
monopoly is privatized

1986 Beer & Liquor 
Control Department 

replaced by Alcoholic 
Beverages Division, 

part of the Department 
of Commerce

1987 State owned 
liquor outlets replaced 
with privately owned 

stores

1989 Brew Pub 
permits created

1991 Operations 
of the warehouse 
and transportation 
subdivision bid out 
and awarded to a 

private entity.

Chairperson Hunter was appointed 
in 2002. She is an Executive Director 
for the Juvenile Diabetes Research 

Foundation.

mary Hunter

Vice-Chairperson Nashleanas was 
appointed in 2008. He is a General 

Manager at L & L Distributing in 
Sioux City.

greg nasHleanas

Secretary Clayton has served on 
the ABC since 2005. He is the 

co-chairperson of The Stepping Up 
Coalition in Iowa City. 

Jim clayton

Commissioner Hunsaker was 
appointed in 2006. He is the 

Executive Director of Region XII 
Council of Governments in Carroll.

rick Hunsaker

Commissioner Celsi was appointed in 
2010. She is the owner of The Public 
Relations Project, a consulting firm 
that specializes in social media and 

public relations.

claire celsi

iowa alcoHolic 
Beverages 
commission

Primary initiatives

Fiscal 
Responsibility

The Division implemented 
systems to strengthen operational 

efficiency and fiscal discipline.

Transparency
& Accountability
Employees are committed to 

providing transparency and clear 
accountability in all aspects  

of the Division. 

Education &  
Outreach

The Division renewed its efforts 
to work with partners in education 
and outreach, forming many new 

and valuable collaborations. 

Efficiency
The ROBOCOM warehouse 

management system will enhance 
operational efficiency of inventory, 

logistics, labor management  
and order entry. 

Employee 
Empowerment

A group of employees 
representing each subdivision 
is reviewing and updating all of 
the Division’s policies including 

records retention, whistle blowing 
and employee development.

84 Native Wineries
11 Native Breweries
3 Micro-Distilleries

Retail On-Premises
Retail Off-Premises
Wholesale, Other

Iowa Alcohol 
Production

License
Distribution

Working for Diverse Iowa Businesses
The Division licenses, 
regulates and supports over 
10,000 businesses operating 
in Iowa including liquor, 
grocery, and convenience 
stores, alcohol manufacturers, 
wineries, breweries, bars, 
restaurants, distributors and 
delivery service providers. 

IOwA PER CAPITA 
COnsumPTIOn

spirits 
2.14 Gallons

 
wine 

1.86 Gallons 

Beer 
37.2 Gallons

Rates based on population of individuals 
age 21 and older per the 2000 census. 

Defining of High-Alcohol Content Beer 
The Division is working with the beer 

industry to craft language amending the 

definition of high-alcohol content beer 

to include no more than 1.5% of alcohol 

by volume derived from added flavors 

and other nonbeverage ingredients 

containing alcohol.  

Spirit Sales by Charity Auctions 

Members of nonprofit entities have 

expressed interest in a allowing 

spirits to be auctioned at charity 

auctions in addition to beer and 

wine and to allow donations of 

alcoholic beverages by wholesalers for 

consumption at fundraising events. 

Retail Delivery of Alcoholic Beverages 
The Iowa Alcoholic Beverages Division 

is working with retail industry 

members to craft language allowing 

home delivery of liquor, wine and beer.  

License and Permit Requirements 

Local authorities (cities and counties) 

have expressed interest in clarifying 

the term “good moral character” and 

defining “public nuisance” to assist in 

the licensing approval process. 

Penalties for Sale-to-Minor Violations 

Members of retail liquor, wine and beer 

associations have expressed interest 

in an amendment to mirror penalties 

for sale-to-minor alcohol violations to 

those penalties provided for sale-to-

minor tobacco violations. 

Sale of Liquor by Convenience Stores 

Communication with members of the 

convenience store industry indicates a 

bill will be introduced in the upcoming 

session to strike language prohibiting 

issuance of a class “E” liquor license to 

a premises where payment for gasoline 

is made. 

The Iowa Alcoholic Beverages 
Commission is comprised of five 

members appointed by the governor, 
subject to confirmation by the senate. 

The Commission acts as a policy-
making body and serves in an advisory 

capacity to the Administrator.



 Since 1988, the Division has 

added $1.5 billion to State coffers for 

use in many public services and pro-

grams. Liquor profits, beer and wine 

tax, license fees, and civil penalties 

generated nearly $100 million for the 

State of Iowa last fiscal year. Of that 

amount, more than $80 million was 

transferred directly to the general 

fund.  An additional $3.5 million went 

to local city and county programs. 

Funds generated by the Division finance essential public services

2000 Authority 
for tobacco 

enforcement 
is given to the 

Division

2004 Division 
resumes direct 
operations of 

warehouse and 
transportation when 
private contractor 

goes bankrupt

2006 Division 
wins competitive 

bid for distribution 
operations and 

private firm is winner 
for warehouse 

operations

2005 Additional 
native winery 

provisions  
implemented

2006 Division 
assumes warehouse 

operations 
when contract 

is terminated by 
private firm

2010 High 
Alcohol Content 

Beer is defined and 
removed from the 
State wholesaling 
system to private 
beer wholesalers

2010 Micro-
Distilled Spirits 
Permits created 

and Iowa becomes 
a wine direct 

shipping state

Materials produced in-house by ABD staff and printed on recycled paper.

Funds generated

Liquor Profits
$66,402,502

Beer Excise Tax
$14,503,095

Wine Excise Tax
$6,645,903

License Fees
$11,740,205

Civil Penalties
$164,097

Funds transFerred

Substance 
Abuse Programs 
$15,531,243

Local Programs
$3,561,626

Iowa Beer & 
Wine Promotion
$210,896

General Fund
$80,152,037

FIsCAl YEAR 2010
$99,455,802

BENEFITS OF THE CONTROL STATE SySTEM

Increases state & local 
revenues
Profits derived from the sale of 
spirits flow directly to state and 
local government for essential 
public services and programs.

Historical HigHligHts timeline

Reduces social costs 
When the control system is 
in place, beverage alcohol 
consumption is significantly lower. 
Additionally, funds generated from 
the sale of alcohol directly finance 
many substance abuse programs.

Levels the playing field
The Division offers the same prices 
and delivery options to all licensees, 
regardless of location and quantity 
purchased, enabling small locally 
owned stores to compete with large 
volume chain stores. 

Balances rights & 
responsibilities
The Division wholesales over 
1,200 different products to 
more than 750 privately owned 
retail outlets in the state. By 
participating in the marketplace, 
Iowa provides responsible options 
to individuals who choose to 
drink, and is also able to serve 
citizens with a range of policies 
for promoting moderation in 
the consumption of alcoholic 
beverages.

Controls distribution
Iowa’s controlled distribution 
system provides an effective 
method of regulation to protect 
the public from the substantial 
social risks and economic costs 
of alcohol abuse. 

Iowa and 18 other jurisdictions in the United States utilize the control state system to provide 
flexibility across a wide range of public moderation, state revenue, and consumer service goals. 
Iowa has tailored its system to respond directly to the policy objectives of its citizens. 



 

 

 

 





Audit Response Timeline 

Date  Action 

5/6/09  Email sent to the Iowa Alcoholic Beverages Division (ABD) from the state auditor’s office listing pending items to resolve. 

5/27/09  Email sent to ABD from the state auditor’s office listing pending items to resolve. 

6/11/09  Auditor’s staff speaks with an ABD staff member about above emails. All items on pending list were not addressed. 

11/9/09 Auditor’s staff meets with ABD staff. ABD staff was asked to contact vendors for detailed information to show the contracts were in 
compliance with master agreements. Documentation was to be provided within two weeks. ABD staff did not follow up with auditor.  

11/12/09 Auditor’s staff asks ABD about the transfer of FEMA camper. No response is received.  

4/30/10 Former ABD administrator leaves position without officially responding to the FY 2008 or FY 2009 audits.  

5/3/10 New ABD administrator Stephen Larson sends Auditor Vaudt a letter requesting a full audit on the financial condition and 
transactions of all offices, departments, warehouses and depots of the ABD.  Administrator Larson also holds a meeting for all ABD 
staff to emphasize the need for transparency, accountability and public service. (Letter Attached.) 

5/10/10 Administrator Larson meets with auditor’s staff and receives the draft of the FY 2008 audit for the first time.  

5/18/10 Administrator Larson meets with Iowa Alcoholic Beverages Commission Chairperson Rick Hunsaker to apprise him of the upcoming 
events and content of the audit report.  

5/26/10 Formal responses to the FY 2008 and FY 2009 audits are submitted to the Auditor of State from ABD.  

6/4/10 Copies of the audit drafts and responses are mailed to the Commission. 

6/10/10 Administrator Larson is informed that the audits, responses and conclusions will be made public on or before June 30, 2010.  

6/11/10 Administrator Larson meets with auditor’s staff on his own to request a review of ABD procedures including inventory loss, time 
reporting, overtime, appropriate contact staff, and any other additional areas of concern.  

6/30/10 Receive audit report for FY08 from the Auditor of State. 

7/1/10 Phone call from the press regarding a news story on the audit. 

7/2/10 Des Moines Register features article on ABD spending. 

7/10 – 10/10 Various articles have been written with quotes from the Attorney General, State Auditor and Governor about items within the audit 
and the history behind the findings. 

8/10 Iowa Attorney General begins formal investigations of matters related to past practices at ABD. 

12/30/10 Receive audit report for the special audit requested on May 3, 2010, from the Auditor of State for the period ending May 31
st
, 2010. 



Audit Findings
Iowa Alcoholic Beverages Division







Flow of Spirits 
From Product Consumption to Consumer

 

Brand Owner

Manufacturer

Broker

New Product 
Listing Meeting

Product Management

Product Not Listed Product Meets
Criteria and Is Listed

May be Presented
Again After 6 Months

ABD Warehouse

Licensee Orders Product
ABD Purchases 

Product

Order Picked from Warehouse

Loaded for Delivery

Delivered to Licensee

Purchased by Consumer
for Off-Premises Consumption

Delivered to 

On-Premises Licensee

Purchased by Consumer
for On-Premises Consumption

Empty Containers
to Redemption Center

for Recycling

Supplier

Fiscal Management

Regulatory Compliance

Administration

Distribution

KEY
 

Licensee Pays
Invoice

Product presented 

to ABD

Inventory

levels set

Low inventory

triggers more

product to be 

brought in

Inventory 

levels filled

Simultaneously

Ordered



Licensing Application Process 
Iowa Alcoholic Beverages Division

 

Applicant Applies Online

Applicant submits 
application online

Dram Shop Validation

(If Applicable)

Underwriter from provider inputs
dram shop policy into the 

electronic application and submit

Local Authority Approval

Applicant provides local authority with 
required and supporting documentation,

requests council/board consideration

Local authority performs 
background check and inspections 

Local authority submits application 
to board or council for

approval or denial

Local authority logs onto e-Licensing
to complete endorsement page

ABD Approval & Issuance

Review electronic application for
accuracy and compliance

Once approved, ABD pulls the funds, 
mails the license to local authority

For new applicant:
background check,

good moral character,
financial standing,

back taxes, outstanding loans,
health inspection,

fire inspection,
zoning requirements,

lease/deed/rental agreement,
verify address,

premises sketch

Local authority mails 
license to licensee

Check corporate ID with Secretary of State

Ensure owners don't have retail or
wholesale interest in violation of three-tier system

Search for other active licenses
for the address

New applicants create a 
username & password

Renewal applicants sign in

Applicant inputs personal information 
into the interactive online application

Applicant reviews and updates 
personal information on interactive

online application

ABD Responsibility

Applicant Responsibility

Local Authority

Responsibility

Insurance Provider

Responsibility

KEY
 


	Executive Summary
	Mission Statement
	Core Functions
	Emerging Public Policy Issues
	Primary Initiatives
	Historical Timeline
	Financial Information
	Control State System

	Questions for Department Heads
	Audit Response Timeline
	Audit Findings
	Flow of Spirits
	Licensing Application Process



