49TH LEGISLATURE, SECOND SPECIAL SESSION
MINUTES OF THE MEETING
BUSINESS AND INDUSTRY COMMITTEE
MONTANA STATE SENATE

March 28, 1986

The Business and Industry Committee meeting was called to
order on the above date, in Room 410 of the State Capitol
Building, at 3:30 p.m. by Vice Chairman Christiaens.

ROLL CALL: All members present except Senator Halligan,
Boylan and Neuman. They were at other meetings and came
in later.

CONSIDERATION OF HOUSE BILL 1l4: Representative Jerry
Driscoll, HD 92, Billings, explained the bill. The bill
addresses the closure of the liquor stores that were voted
on and announced by the Revenue Oversite Committee in
February. This bill stops the closures until the next
session the Legislature can meet to decide what to do with
the liquor stores. It also requires the Department to
reopen the closed stores. The people are still being paid
and the lease is still being paid. The only cost would be
freight to Helena, East Helena and across town in Great
Falls. It returns the agency stores to 10% profit or 10%
of gross sales.

PROPONENTS: Representative J. D. Lynch,District 34 and
representing Butte and Anaconda thought this is the time
for the Legislature to say, "Listen, Executive Branch of
the government, we are an equal part, 1/3 of this team,

and when we give you our direction, you should follow it."
The Department asked the Revenue Oversite Committee their
advice on the closure of these liquor stores. A unanimous,
bi-partisan vote of 8-0 came across instructing Mr. LaFaver
not to close them. They immediately closed the three they
could close and gave advice to the other four as to when
their lease would expiré. Senator Lynch thought their haste
was somewhat questionable in so far as the Legislature was
going to be here this weék. He said the State of Montana
should be committed to being good business partners and,
when it comes to the agency stores and the way they have
mishandled these people, it is a shame.

He said he felt the State was probably in line for a big

law suit because of the way they are treating these people.
The fellow running the agency store in Walkerville has
changed the 5% losers to a 9.2% winner; a 14% change of

a private individual, not a State employee. He figured that
added up to pretty good business.
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Representative Bud Gould, HD 61 Missoula, told the Committee
that his problem with the Liguor Department goes way back
with Senator Lynch to 1975. He had been discussing this
problem with Mr. LaFaver since yesterday and did not feel
the Legislature would hear any objections from him if one
amendment is adopted. He did not feel the Department had
taken into consideration the fact that the agency liquor
stores are under the same liability problems the tavern
owners are in regarding liability. The Lolo store in his
area is a convenience store as far as the public is cor.cerned,
a major factor, and it is a premier store in the State of
Montana as far as being an agency store. He asked Mr. -
LaFaver to work with the Oversite Committee to come up with
some guidelines and rules for what is equitable and fair

for all. They do have to make a profit and, if the plan
presented is acceptable, the amendment before the Committee
will terminate this bill. Amendment attached as Exhibit #1.
He said they had gotten 100 signatures in 2 hours to open a
special session for this issue.

In 1981 he had gotten a bill passed which makes a 10% in-
centive bonus for any State employee who comes up with an
idea or invention which will save the State money. He will
be requesting Mr. LaFaver to send letters to every employee,
not just talk to bureau chiefs and supervisors, but send out
a letter explaining the 10% bonus plan. He felt that, if
these people in the State of Montana are going to stay in the
liquor business they should have some ideas and may very well
put money in their pockets.

Senator Richard E. Manning, SD 18 Great Falls, representing
the down town business area, senior citizens and lower part
of Great Falls, which encompasses his entire district. 1In
the hearing with the Revenue Oversite Committee he appeared
on behalf of some of thg employees in the possibility their
jobs would be in jeopardy. Since that time his store has
been closed. The important thing is they were open Tuesday,
closed Wednesday, and he'started getting phone calls from
some of the aforementioned people. Operators feel they were
dealt with unfairly, were not given a chance to speak for or
against on an opportunity to appeal their case.

Representative Dan Harrington, SD 68 Butte. As a member of
the Revenue Oversite Committee he had been connected with
this situation for a number of weeks. He felt HB 14 is going
in the right direction. The Department of Revenue has a
number of problems. Most of these stores ran between 9 and
11% profit. As far as the closure was concerned, one of

the things that was brought out in the testimony before the
Revenue Oversite Committee was that they were going to try

to cut into what we call the convenience factor as far as
serving these stores. These stores were allowed to close

and other agency stores were allowed to drop their percentage
from 10 to 8%. It is going to hurt some of these people
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drastically. We will lose up to 20% of their income in the
agency stores. Many of these agency stores are not going to
make it under this situation. They are going to be that
close. It is wrong the way the Department went ahead with
these closures. They announced 10 stores, came back in with
a brand new 7 out of the clear sky and closed these 7 and
announced the percentage cutback. He asked the Committee to
look favorably upon this bill.

Patti Scott, East Helena, co-owner of the State liquor store
in East Helena which was closed. On February 21, John LaFaver
brought the plan to the Revenue Oversite Committee that in-
cluded several proposals. In the testimony he presented at
that time there was a document from the Department that showed
the profits to be at 12.9% The Legislative language for that
division says "shall attempt to reach 13%", so the profit was
at 12.9% half way through FY 86. She pointed out that, even
though the profit had declined in the past few years, the
$4.3 million brought in last year is not to be sneezed at.

The stores that brought in this profit are the very foundation
of the whole program. She handed out Exhibit #2, attached.

The map also shows the valley. While Mr. LaFaver had assumed
the East Helena trade would go to the Helena stores, in
actuality they had a walk-in trade of 51% They have 23% of
the valley population and most of their sales are between 5
and 6 p.m. at night and on Saturdays.

The fourth page of her handout shows a breakdown of the tax
revenues received from some of the major cities and counties.
off liquor sales. Refer to exhibit for figures. She said
the walk-in traffic and increase in sales in the towns has
something to do with what is returned back to the cities.
The City of East Helena lost $3,000 off the top when their
doors were shut last week, based on the walk-in traffic.

This money is earmarked.to their law enforcement fund.

On the fifth page she itemized out in FY 85 what all the
profits were from the stores going to closure. The total
revenue all these stores brought in was $1,410,786.88. 1If
all those sales aren't recouped in the other stores, there
is going to be an adverse effect not only to the money that
comes back to cities and towns but to the general fund money
as well. She questioned the month to month leases.

Her store entered into a 5 year lease with the State of
Montana 2 1/2 years ago. and went into a mortgage situation
for a new building in East Helena. The Department exercized
their option to pull out of the lease, sent her a notice
Friday (2 weeks ago today), came in on Tuesday, closed the
store to the public, it's all cleared out right now, and
technically the lease isn't up until the 13th. She is being
paid right now for an empty building and also a State em-
_ployee (her manager) is being paid because her contract says
she has to be paid for 15 days. She was upset because there
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is no plan to take this to the private sector. The stores are
just simply closed.

Dan Faulkner, Walkerville, agent for the Walkerville Liquor
Store, said he is for closing none of the stores. His store

is turning a profit, as shown in his handouts attached as
Exhibit #3. He pointed out that the Butte store, by comparison,
showed less profit than his. Their gross was larger than his,
total expenses larger, expense per unit larger, expense of
adjusted gross larger, average sales per unit lower than his
store. The profit per unit is lower,yet his is targeted for
closure. This issue has never been addressed and he has never
been told why the Department is closing his store.

Mike Grynow, agent for the liquor store in Lolo, gave some
handouts, Exhibit #4, attached. He has been slated for
closure and previous to this was slated for reduction of
commission from 10% to 8%. He has been in business in this
State since 1973 and in the liquor business since 1979. He
negotiated a 10 year agreement. To keep to the agreement
with the State he had signed a long term lease, bought equip-
ment, hired employees, was tested, investigated, scrutinized
and approved as an agent for the State of Montana. With what
has happened, he feels it is time to put some things into
perspective in regard to his store and the other stores they
are talking about today. He pointed out that even with an
isolated spot, in the past 4 1/2 years, his store has done
$1,771,000 in sales and returned to the State in total cash
revenues $348,117 for a percentage return of 19.66%. These
numbers come from the DOR. The bottom line net profit he
returned $157,000 to the State which represents almost a 9%
net return after all expenses, including his commission. If
you add those two figures together it amounts to $505,000 or
1/2 million returned to the State -- 28 1/2%. He said he
could not see how anyone on a committee or in the State should
have the power to ruin the fruit of his efforts.

»
He was asked whether this is politics or business. He is
raising a family in Lolo; paying taxes in Lolo and the State,
supports the businesses in Lolo, serves the other businesses
in ILolo, has the only liquor store in Missoula county that is
open on holidays, Mondays, the day after Monday when it is a
holiday, are open from 8 until 9 at night, they serve the
customers when they need them. Now they face a problem that
will force the customers out of their community into the
community of Missoula. He proposed that the Legislature address
the liquor business as a whole in the 86 or 87 Legislature,
take time to study the details and issues at hand and don't
allow a random closing of 7 or 8 stores based on some perfecdt
assumption.

Don Judge, Montana AFL-CIO and associated local unions, en-
couraged the Committee to give HB 14 a do pass recommendation.
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OPPONENTS : John LaFaver, DOR, handed out Exhibit #5, attached
to the minutes. He said he opposed this bill formally in the
House, and was really not here to oppose the bill as much as

to express some frustrations of a beat up bureaucrat in the
past few days. Senator Lynch layed out his concern that some-
how the DOR had usurped the bonafide legislative responsibili-
ty. That was not his intention. He thought he was following
legislative orders. It is a long history of the Legislature
making more and more specific the operating requirements ex-
pected of the Liquor Division. In 1985 the Legislature re-
quired the Liquor Division to return 13% profit to the general
fund and to control spending to 15% of total sales. He had
taken that very seriously because the Appropriations Subcommitee
had spent a lot of time in regard to what those numbers should
be and how that language should be expressed.

As we got into the biennium it became obvious that unless
some changes were made we were going to be $2 million short
in the profits that were anticipated in coming back to the
general fund. The Legislature used that $2 million dollars
in their revenue estimate and essentially spent it in the
appropriations you made in 1985. He said he had advised
Governor Schwinden several months before the falloff in oil
prices that something pretty substantial be done or we would
be $2 million short in the revenue estimate.

The bill you have before you removes all profit objectives

and spending limits from the DOR. He would be willing to
carry out what the Legislature wanted done, but felt they
should take a hard look at the bill and see if that was really
what they want. $2 million in revenue in times when we had a
lot of money and big surpluses isn't a lot of money. $2 mil-
lion in the situation we are in now translates itself into a
hundred pretty good paying jobs whether that is in instituti-
ons, universities or all the areas in public schools, etc.,
that state government sdpports.

The handout, attached as:Exhibit #5, is an attempt to summarize
the rationale they used in choosing the 7 stores they did and
how they came out with the fiscal estimates. On page 4 he
would go through a few numbers. The Kalispell market area

is the most important. At the bottom of the column in "pro-
fit margin" you can see if we operate 3 stores in the Kali-
spell area we earn a profit margin of 12.1%, or we would have
in '85. Two columns over you see our expense ratio in Kalis-
pell is 16.7% You can contrast that with the objective you've
written into your Appropriation Act that we are attempting to
follow. If we did nothing, Kalispell would not meet your ob-
jective. There must be higher profits and lower costs in

the major market areas to meet the overall objective.

He said, should this bill pass, he suggested it be sunsetted
as of June 30 of this year. That the profit mandate would be
reinstated .and there be a mandate between now and then in
preparation for the fiscal special session for the DOR to work
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with the Revenue Oversite Committee to present a plan that
we could all support. If we don't do that we are, in a very
short period of time, not going to have any profit at all
from these liquor stores. The consequence will be that we
will have to raise taxes 4 to 5 million dollars a year to
make up for the revenue that the liquor enterprise is capa-
ble of contributing to the state general fund.

Senator Goodover rose to talk as an opponent to the bill
itself. Having been a businessman all his life, when he
hired a manager, that manager did what he wanted him to do
or else. John LaFaver works for the Governor who was
elected by the people. The Governor is in charge of all the
agencies and the Legislature should not intervene or conflict
with that responsibility. The bill has mischief in it on
page 2, line 8. The political reality is that the liquor
stores are a patronage operation. He said he hasn't found
many Republicans working in liquor stores or managing them
nor owning buildings that have those. He went into detail
about a liquor store in Columbia Falls operated by a Mr.
Elliott.

Senator Goodover liked Senator Lynch's presentation for

the man from Walkerville. He said that is the best indica-
tion of private enterprise. He questioned why the other
stores under government operation weren't doing the same
"thing. He said he has gone into liquor stores and people

were sitting around doing nothing. He said these people can't
afford to have that kind of help any more. If they are an
agency store, they hire people who are going to work or they
work it themselves, like the man from Lolo and his wife does.
Rather than make an issue of closing these stores, why don't
we try something different. Why doesn't this Legislature,
either in June or January of next year, put these people on

a private enterprise basis. They have the building, the
people buying from them, let them have the liquor on these stores
that are being closed by fhe State and let them run as free
enterprise. Then two years down the line compare the re-
sults from these stores as to the liquor stores owned by the
State. He said he thought you would find there would be an
awful lot of difference and the profits to the State would

be that much more. 'In regard to the gentlemen from Lolo, he
is open when people want to buy. What other liquor stores are
open when you want to buy. Walkerville said they were. Sena-
tor Goodover said they are open on holidays, sundays, that is
private enterprise and he congratulated those people on doing
that.

He referred to line 8, page 2 saying "Once established, a
store may not be closed by the department”, does that mean
a hundred years from now all the stores are going to be run
by Democrats? He didn't think that was the intent of this.
He thinks a new governor will use that as patronage.
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There were no further opponents.

COMMITTEE QUESTIONS: Senator Fuller asked John LaFaver if

he had looked at the new performance audits and how many had
been implemented. Mr. LaFaver answered he felt all of them
had been implemented to some extent. One of the primary
things he read in the audit was it said the Legislature should
make up its mind as to what the Division should do.

Senator Fuller said that was the point. He asked Mr. LaFaver
his rationale in closing these stores in light of what he
just said. He could not understand the logic in not waiting
for the audit,or the Legislature which was meeting in a short
time, to get some direction. Mr. LaFaver said 3 stores were
closed before the audit recommendation was even made. He

had no objection with the audit committee working with them
and bringing recommendations to the June session.

At this point, Senator Halligan resumed the chair.

Senator Fuller said Mr. LaFaver had not answered his question.
If you believe your statement that the Legislature should give
you direction, then Senator Fuller was astounded that he moved
so quickly and didn't let that opportunity come up right now
or in June. Mr. LaFaver answered that the law that existed
was explicit and he still thinks it is "shall attempt to make
13%, shall 1imit spending to 15%". He assumed that meant to
meet the revenue estimate and not come in $2 million short.

Senator Fuller asked if any of the stores were offered the

opportunity to move to agency stores? Mr. LaFavor said no.
There is no rationale he knew of to operate an agency store
in the market area of a State store. If you did, you would
be paying the agent 10% off the top of sales you could make
out of the State store and not pay the 10%.

Representative Gould cofimented on what Senator Goodover had

to say. His intention with this is only for a period of
‘approximately 90 days. It is not a period of 100 years or
anything like that. He said they are trying to bring fair-
ness and equitability. If this can be done, and they come up
with a good solution, they hope to have the problem over by
July 1 of this year.

Senator Goodover had no problem with that. He was asking
that we try a new direction. He said the Governor's Advisory
Committee advised them years ago to get out of the liquor
business. This could be a beginning. Here are 3 areas,
Lolo, Walkerville and East Helena that could show what pri-
vate enterprise could do.

Senator Thayer asked if the 10% canmission the agency people
get was a statute. Mr. LaFaver said no, but has been in
place for some time. Contracts that have expired in the
past several months have been negotiated down to 8%. As
part of their recovery plan they have proposed moving them
all to 8 percent.
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Senator Thayer liked Senator Goodover's idea and wondered
what would be wrong with this going out on a bid basis.

Mr. LaFaver said there is only one state that operates on a
total agency basis, To a large extent over half the liquor
sold in the state is sold through.the bars. They buy from
the store, and to that extent we already have a lot of
agents. To convert to all agency stores would essentially

be the Oregon system. They had researched the option pretty
hard last fall. The Oregon staff seemed to be warning them
that they weren't happy with it as the agency owners seemed
to have enough political power with the legislature that they
could get their percentage up higher and higher to where the
system couldn't make money. That is why the department didn't
recommend to the Revenue Oversite Committee a movement to

an all agency system,

Senator Kolstad asked Mr. LaFaver about the Kalispell area
where they had 3 stores and with some closed they would jump
the profit margin to 17%. Was that actuarial or a factual
thing he had proven, or an assumption on his part that the
other two stores will absorb all of that, or what? Mr. LaFaver
answered it was maybe a little of both. It is based on what
happened to sales when we opened that store. That store is
only 4 or 5 years o0ld. The liquor sales in the Kalispell
area continued to follow about the same pattern that they saw
state-wide whether they opened a new store or not. Sales in
the old stores fell and sales in the new store came up. As
the sales in the new store came up they clearly came at the
expense of the old store.

Senator Kolstad said he guessed he was not used to dealing in
profits of 12%. 1In agriculture, if we had to close every farm
in Montana that was not making 12%, we would have zero farms.

F )
Senator Williams asked how many leases were changed from yearly
to monthly. Was this all .of them in the state or just the
targeted stores. Mr. LaFaver said he could not say how many
stores were in the major market areas that expired within the
past several months. They had simply gone monthly realizing
this was going to be an issue.

Senator Williams said if the Lolo store has a 17.7% expense
rate and shows a 19.66% net profit he didn't quite understand
this. It looked to him as if the Lolo store is turning a good
profit, regardless of the expense ratio. Were the other two
stores returning the same profit? Mr. LaFaver said maybe they
are not looking at the same numbers, The Lolo store is turning
a 10,7% profit, Our profit mandate is 13, Their expense ratio
is 17.7%, the department's mandate is 15,

Senator Williams wondered if he is misinterpreting the figures.
Mr. LaFaver said he‘'s looking at the profit he makes. The
department is looking at the profit the state earns off his
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store.

Senator Williams asked how he defined negotiate. Did the
Department negotiate with each individual operator or was it
a blanket mandate - this is in regard to the 10% to 8%. Mr.
LaFaver said it is a blanket policy for contracts that have
turned over. He suggested a more comprehensive amendment re-
garding this. He said if the Legislature is talking about
looking at this again in June of this year, he has given a
proposed amendment to Senator Halligan that would line out
the process the Department would use in dealing with the
Revenue Oversite Committee. It would leave the profit ob-
jectives in place but would not allow them to go any further in
terms of reducing agency commissions or closing any further
outlets. The plan would be on hold and they would work with
the Revenue Oversite Committee to present a plan to the June
session.

Representative Driscoll closed by saying that he knew the
Senate had not dealt with this matter in the last session but
the House did and there was a bill in the House to close the
State liquor stores which was defeated 73 to 27. The

policy decision as to whether we have liquor stores State run
or free enterprise is the Legislature's and not the Governor's.
We made that decision in 1985. The decision here is whether

we are going to have good faith and fair dealing with the
people who signed contracts with the State of Montana. People
who signed 10 year contracts and, at the end of 5 years are
closed in 60 days. There is a little bookkeeping trick in the
appropriations bill, you take salaries that they paid to liquor
inspectors who inspect bars, not liquor stores, and charge that
against the liquor stores. He said they tried to remove that
last time, but it was lost in the shuffle. ( that was in regard
to the part of making 13% or not).

Now, if you took the $50Q,000 and put it in and made a realis-
tic assumption of what the State is making off the liquor stores,
you would have a true picture and they would be making more than
13%. Prior to '85 the law said they shall return 13%. Recogniz-
ing the fact we passed a lot of laws about drinking and due to
economic conditions, that was changed to shall attempt to. The
Committee was very adamant that they would attempt to do their best,
but there was no mandate in HB 500.

The hearing was closed on HB 14. The Committee will not act on
the bill now since the amendments are quite extensive. The

meeting was adjourned until 7:00 p.m.

SENATOR MIKE HAﬁL{gﬁN. Chairman .
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BUSINESS AND INDUSTRY COMMITTEE
MARCH 28, 1986
HB 14

EXHIBIT #1
Amendments to HB 14

1. Title, line 14
Strike: "1987"
Insert: "1986"

2. Page 3, line 24
Strike: "1987"
Insert: "1986"

3. Page 4, line 12

Strike: "1987"
Insert: ™1986"

HM2/hm/HB 14 Gould
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March 21, 1986 HB 14
EXHIBIT 42

Dear Members of the Legislature:

The Director of Revenue, John LaFaver, is claiming the Liquor Operation
is on the verge of collapse. He would have you believe the profits are
falling far short of the "required 13%." Mr. LaFaver presented this claim
to the Revenue Oversight Committee last Fabruary 21, 1986 in Helena. He
presented several proposals to "save" the system Wthh included c1051ng
10 stores: East Helena #83, Helena #197, Butte #2, Kalispell #195,
Billings #5, Bozeman #9, Great Falls #141, Missoula #171, Evergreen Agency
and Walkerville Agency. Other stores on the "hit list" are Hungry Horse,
Lolo, Belgrade, Ronan, and Victor.

. - As it turns out, LaFaver decided to close 7 stores: East Helena #83,
Kalispell #195, Great Falls #140, Bozeman #193, Mj ! , Walkerville
and Lolo Agencies. #s~

At the February 21st meeting, the Revenue Oversight Committee
UNANIMOUSLY rejected the proposal and moved that no stores be closed until
the 1987 Session had a chance to review the matter. Members of the Com-
mittee are: Rep. Mel Williams, Chairman, Rep. Gerry Devlin, Rep. John
Harp, Rep. Dan Harrington, Sen. Tom Hager, Sen. Joe Mazurek, Sen. Bill
Norman, Sen. Bruce Crippen, and Sen. Bob Brown. Absent from this meeting
were Rep. Jack Ramirez and Sen. Tom Towe.

(Y {

Reasons for rejection of LaFavers proposal were varied, but tne fol-
lowing facts played an important part: R shaeih

N l. A Revenue Department document verified the net profit as_of
-December 31, 1985 (half-way through FY86) was 12.92%. The legislative
language states the Division "shall attempt" to return a 13% profit. It
was obvious profits were at the required level.

2. LaFaver claimed 100% (all) of the sales in the stores proposed
for closure would immediately go to the remaining stores. The Committee
questioned this "assumption." At a time when revenue is sorely needed by
the State General Fund, now”is“not the time to test LaFaver's theory.

3. Decllnlng sales-are a problem, but the State is still making a
g;oﬁlt. w1t is not the" same proflt'lt made 10 years ago, nor will it ever
be again. But there is’'clearly no emergency that merits closing profitable

stores. Closing stores and maklngdhe product less available will not help
. declining sales.

ol A _u,,u it .u*}vi"’ ' kw

LaFaver has not done ;hyﬁfln& of “economlc 1mpact" study regarding
all ‘these closures. There ‘is®rio" plan for private industry to take over. .
Loss of sales will mean less tax revenues for cities and counties. East
Helena lost approx. $3000 per year when they shut the doors to the public.
This is based on our walk-in traffic. Normally, East Helena would re-
ceive $10,000 per year from tax revenues off the liquor, beer and wine

ales. If sales go down state-wide, East Helena will lose more, as will .
kevery ‘eity” and county in Montana. A kS

&3 5».‘*’.‘:‘ B

And sales will go down, because store closures will not stop with
ores.

We believe Helena #197 will close in November, when
Why should Helena have twqgstores, when there will




. . East Helena's official closure date is April 13, 1986. And yet,

- the stoze~was closed to the publlc on March 18, and COMPLETELY CLEARED
OUT BY MARCH 20. So the State 1s paying for a vacant building for the
next three weeks and the manager's wages for another 10 days. We assume
she'll sit in the empty building. We believe LaFaver wanted us closed
before we could get help from the Special Session. East Helena gave
TaFaver aggressive oposition before the Revenue Oversight Committee, so
he is getting us out of the way now. :

How is it a salaried employee can have so much power to affect so
many people? Why is he allowed to defy the Legislature? LaFaver obviously
has nothing to lose - the Legislature can't fire him. We don't know John
LaFaver personally, or his background. We have always believed a person
is only as good as his word. The State made a committment to us for five
years in a lease agreement. In return, we built the State a new building

- in East Helena from which the State could operate the East Helena Liquor
‘Store. We still have 2% years left on the lease. We feel the State has
an obligation in this matter. LaFaver has chosen to ignore this ob- '
ligation. To some it might be "good" business that LaFaver did not pay
off these leases. To us, we feel we were "shafted."

store proposed for closure, including East Helena,

- is makimg a profit. Rep. Joe Quilici, Chairman of the Appropriations
Sub-Committee on Revenue issued a statement to the Revenue Oversight
Committee reltteratlng it is NOT_LEGISLATIVE INTENT TO CLOSE _PROFITABLE
STORES, especially since no emergency exists.

At some point, declining sales may not return enough of a profit to.
make it feasible for the State to stay in the business. BUT THIS IS A
DECISION OF THE LEGISLATURE, NOT A SALARIED EMPLOYEE.

PLEASE SUPPORT LEGISLATION TO STOP LAFAVER AND STORE CLOSURES'.
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h Most Sales: Between 5-6pm ' \ o et

| . and Saturdays, when the " LI & B (S ; ,,\ .
;, population is at home. . m..'
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. * 39,938 Population S Increased 12% since 1970.) ”
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i T total County population. ”
T [ n ‘ Decreased 13% since 1970}
/> ‘ 13,000 Helena Valley ™
'éooggz 23,938 Helena
" \ * ‘ 6,115 Rest of County
pe——— \_ . 43,053 County Pop.
. Lewis & Clark
o ED 0991
L e
i \‘\\ ,
=, I ) . ’ - ; » »
WALK=- 56% \‘*‘a K 7 .Q
‘ '}= IN HY Ll \."\. "1, . Q3 o y
h ‘ Mity aowm,,, 3 ‘ !
ﬂ E ‘‘‘‘‘ | Y == \’Q.‘ \P (r\m. -Q+. £,
HELENA o O j
[ ] H ..‘ frm :
| T Cestveena &g ) ‘,
[ o ; ; A ' ) : !
=1 #, 7’ ‘EDOQ L * W‘“, y WALK~IN 151% e
‘ WALK-IN 48% N 1 - =y S
% : ' .h* k:\. '
City Limits Boundary . '5.‘.. ; N\ w.‘_’ é’:\“,/ ‘ : ::: :‘
- 3

: % - 77
| | CENSUS . EDO9I9A- 2,67
[ ' .1 fene- 6y
L ENUMERATION ©% el Ley7

- DISTRICTS '

% Scale N Helena Valley
-

- Census Enumeration District
] 2000 4000 (

Boundaries (1980) S el
FeET Figure 7 ﬁ%a




Revenues received

to Counties and Cities from Liquor Sales

Missoula County
Wine
Liquor
Missoula (City)
Wine
Beer
Liquor

Yellowstone County
Wine
Liquor
Billings
Wine
Beer .
Liquor

Cascade County
Wine
Liquor
Great Falls
Wine
Beer
Liquor

Silver Bow County
Wine
Liquor
Butte
Wine
Beer
Liquor

Lewis & Clark Coun
Wine
Liquor

Helena
Wine
Beer
Liquor

East Helena
Beer-Wine
Liquor

FY84

$ 7,297
17,376

5,766
91,939
115,844

10,371
26,331

11,536
"183,940
164,145

7,747
18,977

(=] o))

9
0
6

BN

9
156
122

-~ w =

3,656
9,618

6,425
102,450
59,359

ty
. 4,131
10,899

i 4,134
65,916
67,536

4,820
5,123

$

FY85

7,303
16,458

5,771
88,271
109,720

10,380
24,415

11,546
176,601
152,292

7,753
17,204

=10

0
6
6

OO

9
149
110

- . -

3,659
8,916

6,430
98,362
53,084

4,135
10,340

4,137
63,286
63,544

4,639

Walkerville

FY83 - -6.2% prof.

Lig-$4,281
Wine- $2,658

FY84 +8.8 prof.

Liqg $4,764
Wine $2,595

FY85 +9.1 prof.

Liq $6,357
Wine $2,498

5,387*Received more

because sales up

East Helena would only receive approximately half or less
of the Liquor Tax if we had no store in East Helena.

because 51% of the profit is walk-in.

This is
Without a store, we would

have no walk-in sales, only tax money received from our three
bar purchases and a portion of county-wide sales, which is based

on population for

the city.

If stores are closed,

and the sales

are not picked up 100% in the other stores, cities and counties
as well as the General Fund will lose, because these figures are

based on saks.
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- S s T e L HB 14 - EXHIBIT #3
e LT TTER PERCENT OF PRGFIT :
. . N Fy85 FYB84 FY83 Ezgg
FEast Helena #83 4.8 1.4 4.7 5.6
Helera #197 10. 6 ~10.5 8.1 1.6
Helena 32 10.€ ] Ic.g 1:.¢0
Buzte 42 7.2 8.1 7.1 9.2
Butre #116 11.2 12.1 12.4 14.7
walkerville #137 9.1 8.8 {6.2-) .5
Bozeman #9 10.6 10.4 10.0 12.0
Bozeman #1932 9.0 9.3 10.1 9.6
Kalispell #12 11.6 11.7 9.7 11.0
Kalispell #1195 5.6 6.8 5.7 6.8
mvergreen #67 11.1 10.8 g.s8 10.4
‘Missoula #170 11.4 12.1 12.1 12.6
Missoula #171 12.0 11.6 ~10.9 12.3
Graat Falls #141  11.6 11.2 10.9 14.1
Great Falls #140 11.8 12.90 11.9 1z2.7
Great Falls #139 10.7 10.3 10.6 12.¢
Billings #3 12.4 12.4 12.4 14.5
B' lings #4 11.0 11.7 11.4 13.3
.Billings #196 11.7 10.4 9.3 8.2
Billings #5 8.6 8.0 7.8 10.9
All Stores Average 9.4 9.4 8.8 10.6

East Helena had the LARGEST INCREASE in Percent of Profit of
all the stores listed here - a 3.4% increase. As of December 31, 19¢°
half-way into FY86, the Percent of Profit is 7.02%.

The following stores are all questionable as to their
profitabislity and should be considered FIRST for closure, before
a_PROFITABLE STORE IS:

»

FY85 FY84
Brownlng 189 .8 ©1.9
Colstrip {1.9-) 6.3
‘Gardiner ( .3-) 4.9
St. Ignatius (5.5~) (2.7=)
Jackson (9.4-) 9.0
Victor .2 .6
westby 2.5 6.1

"Nonprofitable or marginally profitable state stores are to b<

closed or converted to agency stores in an ordezly manner. Agency
stores are to be closed if the division considers them marginally
pr:fltable and other state stores or agencies are located within

a reasonable distance.”

When a store pays all its expenses, makes a profit, has in-
creased its profits from prior years, keeps peoole working, contrikut
~ to the business climate of a community, WHY SHOJULD IT BE CLOSED?

- Is this Governor Schwinden's idea of helping the small business
people, and the people of Montana? "What ever happened to "Build
Montana?" PAGE 2.
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3 WALEERVILLE STORE #137 . r
_FY1985, _ EY19B4 FY1983 FPYlsts
m “ales Unius .mc.mmp 31,483 24,368 30,297
L3 .
wm Jutal Sales - 392,477.60 236,435.80 168,4062.50 213,615.25 i
Bow O sales " 7,507.75 3,259.11 1,790.00 3,038.29 &
2 9] wross s " 384,969.85 ) 210,576.96 e
m,omﬁmmp of Sales 219.826.72 133:378.%¢ 16.934:18 119,726.36 a
.Imm.rl\wnc.mm Profit | 165,143,173 100,956.59 .\.O.mmm.bo 90,850.00
i . . . , .
»  ~pperating Expenses
a1 Salaries ' 724.15 34,143.42 34,045.79
y2| Cont Services . 38,961.03 23,288.23 3,097.50 2,970.60
=N - - ,
- O - Supplies wup.mw-wﬁiﬂwnJa 174.12 296.42 762.67
W% m  Comm-Trans. 3,071.47- v:..w_e..:iq\. 2,216.20 1,907.68 2,108.97
. PO
i kent : | 1,200.00 . 200.
“. Utilities . . : 1,566.14 H.mwm.mw
i Repairs ' 98.25
! Other Expense . 487.05
h Hreakage-Shortage Hmm.moxuruwﬁ-mzwvﬁr 39.93 53.03
Adm _Costs 9,449 _07-0.y/sien 4 6,926.26 5,360.96 3,847.87
TOTAL EXPENSE 51,823.09 33,368.89 . 47,572.28 47,265.15

TOTAL REVENUE 113,320.04 67,587.70 Y 23,316.28 43,585.45

.?mmmanm:mmmnmccn qm.qu.mm aq~wam.m~ uu.mmm.mb Aw.amw.ww
for Taxes S

w-wm~w-\',.
.
.
& Ty,

Net Profit after 35,142.16 20,419.09 10,340.26- 1,133.23
Taxes and Profit
to General Fund

———

IPIIETNTTY
’ .
-r .

1 8.8 . 6.2~ .3

i

PERCENT OF PROFIT 9

Agency Stores are charged 18.68¢ of unit sales. This is the same charge
the Departmant 3gscoses againal state storen.  AJoney Sius. are less

N
s .
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STATE OF MONTANA
DEPARTMHENT OF REVENUE

LI@ULKk DIVISIUN

12-3V-1985
LEASE DATE 09/14/89

SKLES URITS I [P%. 4 A [9%-}]
\l

« (2 « ) . @ +« Q@ e Q) « @

19%,411.32 7.7 ao\juou 1.7%

.96 7.5 X

2.5% 2.6X
1.0 1.2
~80,136.51 &, 57e. 7
) v J 3.4

TAXES 25,176.13 25,529.90 $0,706.03 a3,345.13

NET PROFIT 17,195.67 12,250, 81 "~ 29,430.48 5,225.78
PERCENT OF PROSTT 1.2 .6 1.2 116

NOTE-2: * (2), ARE PERCENTAGES OF EXPBMEE, TO THE ADJUSTED GROSS SALES FOR THE GUARTER. -

NOTE-3; ADMINISTRATIVE COSTS ARL COMPUTED ON 16.685 OF UNIT SALES.
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STATE OF MONTANA
DEPARTMENT OF REVENUE

LI«UOK DIVISION

U . STOREL QUARTERLY OPERATING STATEMENT OA~30-1905
STORE NO 192 LOCATION LOLO GRADE AG LEASE DATE 09/14/89
TCr OOk SO0 Bo, 7 1.65%
92.912.50 382,41L.15 »B7,50.50 .2 X
Y- -99-T4 ML Y T N.3T T
9.,525.96 ., 925.75 ww‘.uuwbo 3%
) : N
r i 4
« (2) . (D * « ) . @) v Q)
TSXCARTES
CONTRACTED SERVICES 6,049.53 6. u ._o\og 85 T.4%X 10,97C.05 4.9 11,683.56 12.6X 3,372.9%9 1C.XX R, 07C.26 10.02
F .90 . LS 18$.70 el 3T, oo ._n 216.15 1%
- . f i -~ > o =
bd z's "
&0, TIC.TS =
cadnes ¥e V6, w.. oAl Y4, Nre V6. 4%
1.8 + w2 w4
~ﬁ\a“ lu —u“\ﬂ—qou —a\“u N.ﬂu
26,0 2t.6 2.0
TAXES 16,227.60 25,117.53 14,715.38 18,725.27 Te.785.78 76,8035.82
NET PROFIT .—.r\Jxodw J’\cdla N\an“ﬂ M\Eo’a ”\ﬂ“cj\@ Hfﬂla
PERCENT OF PROFITY 12.3 11.2 x.0 5.2 .6 _t.0

NOTE=D: = (2), ARE PERCENTAGES OF EXPENSES, TO THE ADJUSTED GROSS SALES FOR THE GUARTER.

NOTE-3: ADMINISTRATIVE COSTS ARE COMPUTEL ON JL.685 OF UNIT SALES.
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STORES QUARTERLY OPERATING STATEMENT Oe=30-1984
STORE WO 192 LOCATION LOLO SRADE  AG  LEASL DATE D¥-14-9¢
ST 47K 4 (2 L S | {9 } {4 ST UYE YU YT I PMIIXVE U MTT
SALES UNITS 14,835 15,678 16,609 12,617 53,739 42,845
TOTAL SALES 108,774.90 115,196.40 76,927.40 86,603.80 387,502.50 3X,136.65
UTSTUURTS RYYL P IYL 31 {474 e 13498 el K TAWIY . LI W
ADJ GRO3S SALES 107,041.16 113,610.15 75,794.42 85,357.40 385,802.19 335, 37799
COST OF SALES DS VS | - L SN 19y { /7% » DO 9% 74P 1S |- . »PY { SRR § | 7% & | PV 4 &% N | ~903 LN R
CRUST PRUFIT [ V9% L3 4 [Yops opotm Y SesdbC.V7 ~ Fes8lu.0 [ 19 . TR
UPERATIN EXPERTET
SALARIES
CONTRACTED SERVICES 6.387.91 11,123.41 $,580.00 10,97L.85 3¢,070.26 32,555.23
TIPPLIES 753G 712 5.8 2. 1% p e i
COMM - TRANS 952.12 1,240.63 1.37¢.48 1.125.3¢ 4,694.62 4,487 .84
TRAVEL
RO
—MUILITIES +
_REPAIRS 21.83 20.66 4.0
OTHEP. EXPENSE
_BREAKAGE=SHOPTAGE 37,88 10.87 13,43 118,18 41,28
ADK.COSTS 3,263.70 3,449, 2,333.98 2,775.74 11,822.58 16,745.9%0
TOTAL EXPENSE 1076 ~ 15,930.32 W8 WIRN RIR LY LINIT
T_AD! SALE 10.0 14,0 17.¢ 17.8 16,3 364
TOTAL REVEMUE 35,133.23 32,973.52 i®.e77.72 1%,888.20 106,872.67 22,783.15
LAy SALES 328 -0 76,9 Ri%] Y] 1% 9
IAXES 21449733 22.65L.9¢ 15,2922 17.031.00 T6.40%.82 45.982.%5
NET PROFIT 13,636.10 10,316.56 3,650.9 2.,857.20 30,462,885 26,794,800
PERCENT OF PROFIT Taet v et Y 9% § ] &b
a .3 1 .3 = | § L | 2 1 i aN.N ,

Sy s~

ELh Lt
3-28-86
17 R 2ed
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STORES QUARTERLY OPERATING STATERENY

De=30-1983

Elhetll * ¥

STORE NO 192 LOCATION LOLO GRADE  AGC  LEASL DATL Ov-re=8¢
TET UK rL I8 28 SHCUTK % X LASR LR 2219 — PRIOC YK 30 BATE

SALES UNITS 13,542 15,116 s.388 1C, 799 45,843 3475
TOTAL SALES 96,420.8S 102,774.45 64,627.25 74,314.10 338,136.65 400,684 .30
DISTOUNTS LY BRYTL T “XT7.0% . W03 S35 80 Te33.35
ADJ GROSS SALES 94,723.75 101,521.97 63,81C.20 73,322.07 333,377.9¢ 393,171.97
COST OF BALES ceeeetbablladb. oo SRaB10aB3. ol 3G.T22a80. o ACat{16. L _192.515.82 aneblaohilAS_
CRUST PROFIT SC,280.3Y K YY1 731 2087 7¢ SCHTC YT L") . Te33 R
OPERATIRG EXPENIET

SALARIES —

CONTRACTED SERVICES 6,333.76 §,915.61 £,440.11 $,841.75 32,535.23 3,2006.13
“SUSPLIET - 134 v%.30 te8T §3.00 R4 3720

COMM = TRANS 993.45 1,295.44 1,00%.85 1,197.90 4,487.84 4,920.19

TRAVEL
THERT

UTILITIES

| REPAIRS R

“UTREK EXPENEE

SREAKAGE=SHORTAGE 41.23 41.23 26.29

ADK.COSTS 2,979.24 3,325.52 2,065.36 2,375.78 10,745.90 7,222.08
TOTAC EXPERSC TCL 3835 1387010 TioSTE. VS T A57.83 &, 07507 STAV Y
Z AD) SALE 10.9 -13.4 8.1 16.9 14.4 13.1
TOTAL REVENUE 29,884.04 28,972.04 15,508.79 18,418.28 92,783.18 115,8353.1¢
S XBTSACES S TS r {9e1 —Z5TT , o s 83
TAXES 18,064..60 19,953.17 12,64C.37 14,530.21 65,98L.35 78,234.53
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BUSINESS & INDUSTRY COMMITTEE
MARCH 28, 1986
EXHIBIT #5

DEPARTMENT OF REVENUE

TED SCHWINDEN, GOVERNOR MITCHELL BUILDING

—— SIATE OF MONTANA

HELENA, MONTANA 59620

DEPARTMENT OF REVENUE
INFORMATION FOR LEGISLATORS
ON

Liquor Store Closures

The Department has taken action to close 7 liquor stores to help
earn revenue planned last session.

The store closures are just one part of a five part plan to
overcome what would be a $2 million short fall if nothing is
done. Store closures will contribute $560,000 to this plan.

The Department is working within Legislative criteria enacted in
HB500 last session.

The Liquor Division operates under an open ended appropria-
tion. The only limits to what the Division can spend are
performance criteria written in HB500. Authority to close
stores is granted.

"During the 1987 biennium, the division shall attempt to
return at least 13 percent of net sales. Net sales are gross
sales 1less discounts and all taxes collected. The division
shall limit operational expenses of the liquor merchandising
system to not more thah 15 percent of net sales. Operational
expenses may not include product costs, freight charges, or
expenses allocable to. other divisions or licensing bureau
expenses.

"The division retains full authority to determine store oper-
ating hours and the number and location of stores and employ-
ees. Nonprofitable or marginally profitable state stores
shall be closed or converted to agency stores in an orderly
manner. Agency stores shall be closed if the division con-
siders them marginally profitable and other state stores or
agencies are located within a reasonable distance."
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The 1982 performance audit (Office of the Legislative Auditor)
urged the legislature to clarify the mission of the Liquor Mer-
chandising Program.

The audit report stated: "The Legislature has given the
Division confusing signals as to whether it should operate as
a service organization or a profit-making business. We
believe the Legislature needs to statutorily define the Divi-
sion's role."”

The audit report listed 4 questions that the Legislature
needed to answer:

- Should the Division try to maximize profits to the Gen-
eral Fund?

- Should the state operate its own or agency stores in
each community regardless of profitability?

- Should the state advertise prices?

- Should the state stock a wide varietv of products in
each store regardless of profitability?

The Department has taken the position that its responsibility is
to maximize profit to the General Fund consistent with adequate
service. This means, among other actions, reducing overhead
costs in multi-store market areas.

After carefully examining the major Liquor market areas, we
have concluded General Fund revenues can be significantly
enhanced by closing seven state liquor stores and agencies.
Two basic factors underlay this action. First, dollars sales
declined by 11.5% from Fiscal 1982 to 1985, representing a
reduction of $6,375,325. During the same period, unit sales
(actual number of bottles) dropped 17.6%, from 8,071,108 in
Fiscal 1982 to 6,651,387 »sin Fiscal 1985. Clearly the market-
ing structure appropriate for selling 8 million wunits does
not work for selling only 6.6 million.

Second, in our larger market areas throughout the state there
are several state retail 1liquor outlets. The distance
between them generally ranges from several blocks to a few
miles. By closing one store in each market area, local cus-
tomers will not be inconvenienced by having to travel a short
added distance to purchase spirits or wine at the state
price. Total sales in these areas are expected to shift to
the remaining outlets thus increasing the market area profit-
ability and state revenues.



The following describes the basis for restructuring our
retail outlets in seven primary market areas.

Butte Market Area

The Butte market area is served by three stores: Uptown Butte
#2, Harrison Avenue #116, and Walkerville Agency Store #137. The
three stores sold $2 million of liquor in FY85 earning a profit
of $245,848 or 12.18 percent of sales.

We are closing the Walkerville Agency. If this action had heen
taken in FY85, profits would have increased to $288,223 annually
or 14.28 percent of sales. The Table below illustrates the
.effect of this closure. : '

FY8Y FYg fyee Vg5 Fv8s FYes ESTIMATED
STORE . GHIT NET NET  PROFIT  TOTAL  EMPENSE  PROFIT
SALES SALES PROFIT  MARGIN  EMPEMSES RRII0  IMCRERSK
BEFORE:
BUTIE 2 101,599 586,956  $53,304 9.08r 118,442 20.18%
BUTIE 116 177,150 61,124,156 $157,102 14.00¢ 164,531 14.64%
URLKERVILLE 137 50,584  $306,792  $35,142 11451  $51,827 16.89%
329,333 2,017,904  $245,818 12.18f $334,796 16.59%
AFTER:
BUTIE 2 152,163 $893,748  $130,821 14.64% 127,891 14311
BUTTE 116 177,150 $1,124,156  $157,402 14.008 164,531 14.64%
329,333 82,017,904  $208,223 14.200 $292,421 14.43¢ $42,375

Bozeman Market Area

The Bozeman market area is served by two stores: the downtown
store #9 and the 7th Avenue store #193. The two stores sold $1.7
million in FY85 and earned profits of $205,633 or 12.41% of
sales.

We are closing Store #193, If this action had been taken in
FY85, profits would have increased to $280,660 annually or 16.94
percent of sales.
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fYes FY85 fves Y85 fygs fyY8S ESTIMATED
STORE UNTT KET MNET  PROFIT  TOTRL  EXPENSE  PROFIT
SALES SALES PROFIT  MARGIN  EMPENSES RATID  INCRERSE
BEFORE:
BOZEMAN 9 173,416 $9%5,367  §131,489 13.21% 153,743 19.4%X
BOZEMAN 193 11,977 $661,570 474,144 11.21X  $115,587 17.4%%
285,393 91,656,937 205,633 12.41% 269,330 16.2%
RFTER:
BOZEMRN 9 265,393 $1,656,937  $280,660 16.94% $194,306 11.73% $75,027

Kalispell Market Area

The Kalispell market area is served by three stores:
#12, located in the shopping center, Store #195 located

to the Outlaw Inn,

from the number 12 store.

The Store
adjacent

and the Evergreen Agency located two miles

The three stores sold $1.7 million of

liquor in FY85 earned and profits of $206,728 or 12.1% of sales.

We are

percent of sales.
closure.

closing Store

#195.

Fvgs FYes FY8s Y5 Fv85 fy85 ESTIMATED
STORE UNIT NET NET  PROFIT  TOTAL  ENPENSE  PROFIT
* SRLES SALES PROFIT  MARGIN EMPENSES RATIO  INCRERSE
BEFURE:
KRLISPELL 12 162,975 $967,815  $1%0,319 14.50% $138,84¢ 14.3
KALISPELL 195 84,935 §536,000 437,825 7.06% 114,686 21.40%
EVERGREEN 67 34,8%  $206,288  $26,529 13.90% 831,922 15.5%%
282,410 1,709,113 206,728 12.16% 285,454 16.70%
RFTER:
KRLISPELL 12 247,514 §1,503,625  $280,0%9 18.62% #151,685 10.09X
EVERGREEN 67 34,8%  $205,288 25,577 12.46% 934,874 16991
262,410 $1,709,113  $305,6z6 17.88% $186,559 10.52Y $95,898

Billings Market Area

The Billings area is
in shopping centers

served by four stores:
in the western part of town.

If this action had been taken in
FY85, profits would have increased to $305,626 annually or

17.88

The table below illustrates the effect of this

two downtown and two

The area had

liquor sales of $5.1 million in FY85, earning profits of $724,804

or 14.05 percent of s

ales.
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We are closing Store #5 located in a parking facility in downtown
Billings. If this action had been taken in FY85, profits would
have increased to $812,005 annually, or 15.74 percent of sales.
The table below illustrates the effect of the closure.

FY8S F8s fve5 Y85 FY85 FY85  ESTIMATED
STORE UNIT NET NET  PROFIT  TOTAL  EWPENSE  PROFIT
SRLES SRLES PROFIT  MARGIN EMPENSES RATI0  INCRERSE

BEFORE:
BILLINGS 3 264,318 $1,648,198  $254,298 15.431 216,041 13.11X
BILLINGS 4 325,959 §1,691,781  $233,547 13.803 234,728 13.87X
BILLINGS § 126,696  $748,875 980,277 10.72% 130,585 17.4R
BILLINGS 19 179,959 $1,07,553 156,682 14.62% $147,973 13.812
895,932 $5,160,407  $724,804 14.08% €729,267 14.1%

AFTER:
BILLINGS 3 327,666 $2,022,636  $341,215 16.87% $234,525 11.60%
BILLINGS 4 389,307 $2,066,219  $319,770 15.48% $253,921 12.29%
BILLINGS 196 179,959 41,071,563  $151,019 14.09% $153,636 14.3%2

896,932 45,160,407  $812,005 15.74% $642,086 12.44% $67,201

Helena Market Area

The Helena market area is served by three stores: downtown Store
#1, Northgate shopping center Store #197, and East Helena Store
#83. The area sold $2.2 million of liquor in FY85 and earned
profits of $281,695 or 12.66 percent of sales.

We are closing the East Helena store. If this action had been
taken in FY85, profits would have increased to $327,851 annually,
or 14.74 percent of sales. The table below illustrates the
effect of this closure. '

Fv85 Fyes ves - Y5 FYgs FY8S ESTIMRTED
STORE U NET NET  PROFIT  TOTAL  EWPENSE PROFI
SALES SALES PROFIT  MARGIN EXPENSES RATI0  INCREASE

BEFORE:
HELENR 1 202,376 91,211,702 163,868 13.528 $161,640 14.991
HELENR 197 130,227 $776,69¢  $103,565 13.33% s113,884 15441
ERST HELENR 83 39,762 $236,38  s14,266 6.04 953,579 22.6M
312,365 $2,224,71%  $281,695 12.66% 355,103 15.96%
RF1ER:
HELENR 1 202,376 $1,211,702  $159,392 13.15% 186,114 15.36X
HELEMA 197 169,989 81,013,072 $168,459 16.63% $122,837 12.13%

372,365 82,224,774 327,851 14.747  $308,951 13.85% $46,1%
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Great Falls Market Area

The Great Falls market area is served by three stores: #140
downtown, #141 on the west side, and #139 on Tenth Avenue South.
The area sold $3.5 million of liquor in FY85 and earned $499,212
in profits, or 14.25% of sales.

We are closing Store #140 downtown. If this action had been
taken in FY85, profits would have increased to $593,884 or 16.95%

of sales. The table below illustrates the effect of this clo-
sure.

Y5 FY85 fYgs  FY8s Fv85 Fy85 ESTIMATED
STORE UNIT NET NET  PROFIT  TOIRL  EXPENSE  PROFIT
SALES SALES PROTIT MARGIN  EXPENSES RATI0  INCRERSE
BEFORE:
BRERT FALLS 139 199,167 $1,192,575  $159,461 13.37% $185,617 15.56%
BREAT FALLS 140 186,361 1,086,606  $161,060 14.82% s§149,161 13.73X
- GREAT FALLS 141 210,429 $1,225,440  $176,671 14.58% $168,955 13.7%%
595,957 $3,504,621  9499,212 14.24% 9503,733 14.3W
RFTERs
GRERT FALLS 139 304,382 1,805,295  $305,275 16.91% §213,638 11.83X
BREAT FALLS 141 291,57 $1,699,326  $288,609 16.98% $135,426 11.50%
595,957 $3,504,621  $593,88% 16.95% $409,064 11.67% 994,672

Missoula Market Area

The Missoula market area is served bv three stores: the downtown
Store #170, the south side Store #171, and the Lolo agency Store
#192. The area sold $3.5 m#llion of liquor in F¥85 earning a
profit of $495,805, or 14.35 percent of sales.

We are closing the Lolo agenéy. If this action had been taken in
FY85, profits would have increased to $530,296, or 15.34 percent
of sales. The table below illustrates the effect of this clo-
sure.

FY8s Fy@s fYes s Fy85 fv8S ESTIMATED
STORE UNIT NET RET  PROFIT  TOTAL  EMPENSE  PROFIT
SALES SRLES PROFIT  MARGIN ERPENSES RATID  INCRERSE

BEFORE:
HISSOULA 170 227,008 $1,405,918  $201,243 14.31% 204,317 14.36%
HISSOULA 171 299,214 $1,743,776  $261,731 15.01% 235,89 13.76%
L0L0 192 52,855  $306,140 32,825 10.72% 854,184 17.70X
579,077 3,155,034  $495,805 14.35%1 $495,997 14.352
AFTER:
HISSOULR 170 219,663 $1,712,05  $276,826 16.29% 211,382 12.3%%
HISSOULA 171 299,211 81,743,776 8Z51,4%0 14.42% $250,159 14352

579,017 $3,455,834  $530,296 15.341 $461,511 13.301 34,491





