
MINUTES OF THE MEETING 
STATE ADMINISTRATION COMMITTEE 

MONTANA STATE SENATE 

February 17, 1983 

The thirty-third meeting of the Senate State Administration 
Committee was called to order by Senator Pete Story, Chair­
man on February 17, 1983 at 10:30 a.m. in Room 331 of the 
State Capitol Building, Helena, Montana. 

ROLL CALL: All members were present but Senator Stimatz. 

The meeting was called to order to hear S.B.426, S.B.438, 
S.B.372, S.B.341, S.B.405 and S.B457. 

CONSIDERATION OF SENATE BILL 426: 
"AN ACT TO REQUIRE STATE AND LOCAL GOVERNMENT AGENCIES TO COM­
PLY WITH CONDITIONS AND LIMITATIONS CONTAINED IN APPROPRIATION 
BILLS; AND PROVIDING AN EFFECTIVE DATE." 

This bill is introduced by State Administration Committee 
and Senator Story as a committee bill. This bill was drafted 
by Senator Turnage and was on behalf of the fiscal analysts 
office. 

JUDY RIPPINGALE, Legislative Fiscal Analyst, presented the 
bill to the committee and said this was presented to try to 
put some limitations on what could be spent in the appropria­
tions bill because there wasn't adequate money for all the 
expenditures or the money was to be spent for a certain type 
of expenditure. They lost on the district court, they were 
in conflict with another statute of law allowed a broader 
interpretation of how to spend the money and the attorney 
general said with the appropriations bill laws and the condi­
tions attached to the money brought on the concern that led 
to the drafting of this bill. 

PROPONENTS: None 

OPP,ONENTS ~ 

MONA JAMISON, legal council for the governor's office presented 
testimony as opposed to this bill. EXHIBIT 1. 

DAVE LEWIS, representing the governor's office also expressed 
opposition to this bill. 

QUESTIONS OF THE COMMITTEE: 

SENATOR STORY asked if it was their intention to amend other 
statutes. 
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MS. RIPPINGALE said when this was drafted they had the 
attorney general opinion with them and it is her under­
standing that if you accept the bill you also take the 
conditions that goes with it. 

SENATOR TOWE stated that this was an important bill. He 
asked if it is a good idea for the bill to be completely 
contradictive to statutes. 

SENATOR MARBUT questioned line 21, page 1 and then suggest­
ed skipping to line 1 of page 2. This was confusing to him 
he said. 

SENATOR STORY stated that they would put this off until 
tomorrow. 

CONSIDERATION OF SENATE BILL 438: 
"AN ACT TO PLACE CERTAIN RESTRICTIONS ON PARTICIPATION IN 
POLITICAL ACTIVITIES BY PUBLIC OFFICERS OR EMPLOYEES; 
AMENDING SECTIONS ... " 

DAVE COGLEY, staff attorney introduced the bill and explain­
ed it to the committee by walking them through the bill. 
He presented the new section. 

SENATOR STORY asked if there were any proponents or opponents 
and suggested that they take this up tomorrow also. 

CONSIDERATION OF SENATE JOINT RESOLUTION 21: 
"A JOINT RESOLUTION OF THE SENATE AND THE HOUSE OF REPRESENTA­
TIVES OF THE STATE OF MONTANA RECOGNIZING MONTANA'S STATEHOOD 
CENTENNIAL IN 1989; URGING THE GOVERNOR TO BEGIN PLANNING AND 
COORDINATION; AND REQUESTING THE GOVERNOR TO MAKE RECOHMENDA­
TIONS TO THE 49th LEGISLATURE ON THE ADMINISTRATION OF CEN­
TENNIAL ACTIVITIES." 

SENATOR BERG introduced this bill by saying that it is a bill 
at absolutely no cost and stated that there are several other 
states as well as in the Canadian providences that are celebrat­
ing these holidays. 

PROPONENTS: None 

OPPONENTS: None 
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CONSIDERATION OF SENATE BILL 372: 
"AN ACT TO PROVIDE FOR CM1PAIGN EXPENDITURE LIMITS AND TO 
PROVIDE FOR THE AVAILABILITY OF PUBLIC FINANCING TO STATE, 
JUDICIAL, AND LEGISLATIVE CANDIDATES WHO ARE SUBJECT TO 
CAMPAIGN EXPENDITURE LIMITATIONS; TO PROVIDE A PENALTY FOR 
VIOLATING A CAMPAIGN FINANCE AGREEHENT; M1ENDING SECTION ... 

SENATOR DOROTHY ECK, Senate District 39, Bozeman, ~ontana, 
introduced S.B.372 and said that this bill provides campaign 
spending limitations for all the state elective offices. 
She stated that there has been demonstrated in the last few 
years a need for this. The legislators and some people are 
feeling uncomfortable about the large amount of money that 
goes in some races. Many would like to see spending limitation 
without public funding. The courts have ruled spending limitations 
must be voluntary, but they have upheld limitations where they 
are tied to public financing. 

SENATOR ECK submitted amendments, EXHIBIT 2, and also presented 
a chart of what the effect of this bill would be, EXHIBIT 3. 

PROPONENTS: 

DON JUDGE testified as a proponent and presented written testimony. 
EXHIBIT 4. 

JOE LM1S0N, executive secretary of the Montana Democratic 
Party, said they have come up with some solutions especially 
in the legislative areas. These limitations on the legislative 
levels are high but they did that because one of the pitfalls 
that can be gotten into is setting those levels too low so 
the challengers do not have an opportunity to get into the 
system. He stated that they also support Senator Eck's 
amendment. 

JOHN HEFFERNAN, representing Common Cause said that he would 
like to call to the committee's attention a recent poll taken 
by the University of Montana that shows 88% of the population 
of Montana favors spending limits .. In 1982 there were three 
races between house and senate that candidates spent a combined 
total of over $20,000, that is not an encouraging figure to 
come up against. The limits proposed in 1982 would affect three 
house and three senate candidates. 

JOY BRUCK, League of Women Voters in Montana submitted written 
testimony, EXHIBIT 5. 

There were no other proponents. 
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OPPONENTS: 

JANELLE FALLON, Helena Chamber of Commerce stated one of their 
concerns with this bill is the check-off and add-on procedure 
and it looks like the amendments would make it a check-off. 
She said that people are voting with their check books. She 
said that under the current system of going out and raising 
money yourself is kind of a self selecting process. If you 
can't raise any money perhaps you will have a difficult time 
getting elected. She stated that Montana has a contribution 
limit that are among the most restrictive in the nation. She 
stated, in reference to the huge amount that was spent, if 
anyone is crazy enough to spend that much, they are probably 
inflicting their own punishment on themselves. 

There were no other opponents. 

QUESTIONS OF THE COMMITTEE: 

SENATOR MARBUT referred to page 2 and line 24 and reference 
on the following two pages are questioned the sense of volun­
teers. 

SENATOR ECK said that one of the things in this bill that they 
do include as contradiction in kind, which has come from 
organizations who provide out-of-pocket money. However when 
it comes to volunteers, I do not think you can limit those that 
work. Those who pay staff should charge off expenses. 

SENATOR MARBUT questioned the amount allowed the Senators, vs 
the Legislators and stated that the Senators have twice the 
area. 

SENATOR ECK stated the Senators run every 4 years. 

SENATOR HAMMOND asked if they have taken into consideration 
the size of the districts. 

SENATOR STORY asked if there is no spending limitations if a 
aandidatedecides not to accept funds. 
SENATOR ECK said it is voluntary. If after the primary election, 
you have an opponent who is not abiding by the limitations, 
you may withdraw your agreement. There is that safeguard in 
that bill. 

SENATOR HAMMOND said that it is difficult to see that service 
is not money and here it is not recognized. 

SENATOR ECK said that it is hard to put a price on volunteers 
but their value is priceless, they run campaigns. 
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SENATOR TOWE asked Janelle Fallan how she basis the assumption 
that the candidate that has the most money has the best chance 
of winning or that everyone is not only created equal but has 
an equal amount of assets with which to make contributions to 
a campaign. 

HS. FALLAN stated if you cannot raise the interest, volunteers 
money or whatever you have a self selected process going on 
before the election. 

SENATOR TOWE said that you don't think if my friends happen 
to have 1000 employees working at minimum wage and yours happens 
to have 10 business men making $5,000 a month, that I can't 
raise the funds and you can, do you think thats equal. 

MS. FALLAN said my friends might make whatever but they will 
still give only so much. 

SENATOR ECK closed on S.B.372. 

CONSIDERATION OF SENATE BILL 341. 
"AN ACT TO PROVIDE FOR STATE PAYMENTS TO LOCAL GOVERNMENTS 
THAT PROVIDE FIRE PROTECTION AND LAW ENFORCEMENT SERVICES 
RESULTING IN MAJOR EXPENSES DIRECTLY ATTRIBUTABLE TO STATE­
OWNED PROPERTY." 

SENATOR DOROTHY ECK, Senate District 38, introduced this bill 
and stated that it is the same as the one that carne in last 
year as part of the governor's packet. It was not funded. 
She said that is talking to the governors office they are 
still very interested in this. She said that it needed an 
amendment and what the amendment provides is a negotiation 
provision. She stated that the problem arises wherever there 
is a major university but thinks mostly needed in Bozeman, 
Helena and Missoula where the institutions are much higher. 
She stated that they are asking the appropriations committee 
to enter into this to get the fire equipment that is needed. 
EXHIBIT 6 shows aerials that are requested. 

PROPONENTS: 

GEORGE BOUSLIMAN, representing urban coalition, testified as 
a proponent and commended the bill and amendment stating that 
one of the problems in the past was to receive some financial 
assistance has been a presumption that could probably be approach­
ed in a uniform fashion. 

DENNIS HEt1MER, Department of State Lands presented EXHIBIT 7, 
as testimony and submitted a proposed amendment. EXHIBIT 8. 
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JUDY MATHRE, city commission of Bozeman, said that according 
to this concept you would think that they do not like MSU 
bu~ said that there welfare is dependent upon MSU and said 
her husband is employed at MSU but as city commissioner one 
of her prime responsibility is to consider the general health, 
saftey aRd welfare of city and think they are failing in 
that when they consider the safety of the MSU students and 
said if the legislature does not address this concern they 
are not meeting their responsibility. . 

Ms. Mathre submitted information EXHIBIT 8 that addresses 
their concern about their budget for next year. 

DAVE FISHER, lobbiest for the Montana Firemen's Association, 
testified in support of this bill and said that in many of 
their areas they have state buildings. 

LARRY PALMER, police officer for the city of Bozeman, stated 
that he has been employed there for 18 years. He said each 
year they have a population increase for about 9 months and 
their work load increases to an overload. During the summer 
months they can do their investigations and work that makes 
them look professional. He said they do not like to do a 
haphazard job. He said when the students are in Bozeman 
many of their calls are alcohol related. Their traffic 
accidents have increased 20%. He said they like the students 
and are concerned for their saftey. 

BILL VERWOLF, representing the city of Helena, stated for 
the same reasons already stated he too supports this bill. 

DAVE WILCOX representing the city of Missoula presented a 
prepared statement, EXHIBIT 10. 

AL THEILAND, city administrator of Billings, said one of the 
basic conceptsis that the cities and counties are asking the 
state to pay the cost to provide the services to these state 
facilities and this is pretty basic. He suggested that they 
should look at paying the services the local government is 
providing the state. He said it is a double standard. The 
state spends alot of time and money backing the federal govern­
ment as they own land throughout the state. The same concept 
works here. 

HARRY CRAWFORD, Helena Fire Department, rose in support of this 
bill. He said they only have 6 men on at anyone given time. 
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CLEM DUAIME, president of the Montana Volunteer Firemen, 
expressed his support toward this bill. 

AMENDMENTS presented by SENATOR ECK are shown as EXHIBIT 11. 

There were no other proponents. 

OPPONENTS: None 

QUESTIONS OF THE COMMITTEE: 

SENATOR TOWE said as he understands this, it is putting on 
the books whatever money is appropriated for this purpose and 
the rules that would be promulgated would determine in some 
equitable way how to compensate to the various cities for 
the protection of state buildings. 

SENATOR ECK said that is correct. She said she does not 
think anyone thinks the state is going to pick up the major 
share of the operational cost of the city fare but they will 
look for the identifiable. 

SENATOR TOWE asked if they are asking the $4.6 million dollars. 

SENATOR ECK said last time there was $3 million in there. Each 
institution will submit a figure that they arrive at in their 
budget. 

SENATOR TOWE suggested that they are asking this to pass even 
though there may not be any money this year. 

SENATOR ECK said that the money now is almost depleted so 
this would not apply until two years from now,most likely. 

SENATOR MARBUT questioned the changes and negotiations. 

SENATOR ECK said that she believes there will be negotiations, 
as she believes each of these institutions recognize that they 
need services and also they realize the university or institu­
tion, depending on what they are dealing with, are a benefit 
to the city. 

SENATOR MARBUT said that he does not think the bill addresses 
the problem of the Bozeman police who are talking about the 
impact. 

SENATOR ECK said there are situations where the university 
needs extra policmen on campus in some given events. 

SENATOR STORY asked if that were not in their budget now. 
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PRESIDENT TIETZ, president of MSU, stated they are covered 
for regular scheduled events but not the special events such 
as concerts and that sort of thing. That is an add on. We 
do sometimes pay for it by the hour and in other cases to the 
city and the county, but it is out of the regular budget. 

SENATOR HAMMOND asked Senator Eck if she had any idea of 
where this money might come from. 

SENATOR ECK said mostly from the general fund. The most 
important thing now is the fire protection. 

The meeting closed on S.B. 341. 

CONSIDERATION OF SENATE BILL 405: 
"AN ACT REMOVING THE RETAIL LIQUOR BUSINESS FROM STATE CONTROL; 
PROVIDING FOR THE SALE OF EXISTING STATE RETAIL LIQUOR STORES; 
PROVIDING FOR AN OFF-PREMISES-CONSUMPTION-ONLY LICENSE AND A 
STATE LIQUOR WAREHOUSE PERMIT;AMENDING SECTIONS ... " 

SENATOR DOVER, District 25, introduced this bill by saying 
that there has been numerous rumors over the past years 
saying that the state should get out of the retail business 
and close unprofitable stores. He said that Orlin Todd 
made this recommendation and in their committee they have 
been asked to give them guidelines about it applying to 
the legislative mandate to the closure of unprofitable 
stores. They said the state would have made more money if 
eight of the stores had not been opened during the fiscal 
years of 1981 and 1982. The governor's council on management 
made this recommendation. 

Senator Dover said this is a bill to provide for the discontin­
uance of the state liquor stores in an orderly manner that 
they feel will properly service the public, that will provide 
control and distribution through STYRA and annual fees and 
add as much or more revenue to the state. The state would 
operate its wholesale store called a state liquor store in 
Helena and sell the product on the formula of cost of merchan­
dise plus freight plus mark up as designated by the department, 
as shown in the bill on page 12, line 6. (Some would like 
to amend this to show the scale as is now which is 40%.) It 
would also be plus 26%, which is the tax applied; less 10% 
for sale in case lots. Page 3, line 15 and 16 defines a 
retailer who can buy from the store. Number one, they must 
bid on the inventory, fixtures and the lease which the store 
presently have. The store would not be required to do business 
in the same location that it is in now but would be responsible 
for the lease. They do not have to pay an initial fee to set 

up this business, but will have to pay an annual fee of $800. 
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The second option comes after January 1, 1985, shown in 
Section 25, page 28, a qualified applicant could purchase 
an off premise license under one of two catagories, one 
with cities with a population 10,000 or more, or within a 
di5tance of 5 miles, and they can buy a one-time non-trans­
ferrable license at a fee of $10,000 and the annual fee of 
$800. All others, smaller towns, fee is $5,000 plus the 
$800 annual fee. The third catagory is those holding an 
all beverage license. There is an annual fee of $2,000 
for a state liquor permit, or to be able to buy from the 
state liquor store, this may be obtained only by a licensed 
retail business. Page 24, line 25 states that those that 
have the permit must have a fixed place of business with 
the facilities to sell to other licensed retailers, meet 
their demands. Section 22, page 26 states as a condition 
to retain a state liquor store warehouse permit the holder 
must give a discount of 5% or more to retail licensees who 
purchase in unbroken case lots. Section 18, page 24 says 
no off premise consumption holding license may be issued 
to any person or corporation that intends to operate a business 
where the sale of liquor is not the primary source of income. 
This eliminates grocery stores, etc. EXHIBIT 12. 

PROPONENTS: 

JIM SPRING presented a chart to the committee, EXHIBIT 13. 

BRUCE SIMON, Vice President of Coles Department Store and 
former member of the Governor's Council on Management appeared 
as a proponent. He said he was on the team that did the 
investigation on the liquor division. Mr. Simon submitted 
written testimony, EXHIBIT 14, and charts, EXHIBIT 15 and 16. 
He said that they spent about 12 man weeks of effort looking 
at the liquor division. Exhibit 15 shows a graph of what 
has happened in the past 8 years. Exhibit 15(a) shows the 
distribution of gross income. Exhibit 16 shows what would have 
happened if what they are proposing had taken place by now. 

DAVE GOSS, representing the Billings Chamber of Commerce, 
testified to their support of S.B.405. 

JENNELLE FALLON, Helena Chamber of Commerce, voiced support 
of S.B. 405. 

There were no other proponents. 
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OPPONENTS: H.B.405 

ELLENFEAVERwith the Department of Revenue presented written 
testimony from their department and testifying on their behalf 
and the governor. She stated that only profit has been consid­
ered in this bill and opening up the distribution of spirits 
is not supported by Montanans. Much of the legislation has 
been turned to programs such as alcohol treatment centers, 
drunk driving, and raising the drinking age and this bill 
contradicts all of those presentation. Consumption is a con­
cern in any state and right now Montana is 27th in the nation 
in capita consumption. She said that this bill would cause 
prices to escalate, possibly 35% to 50% higher. 

Ms. Feaverpresented EXHIBHT 17 as the written testimony. 

DAVID BARNES, international representative for the United 
Food and Commercial Workers International Union, submitted 
written testimony, EXHIBIT 18. 

DON JUDGE also spoke as a proponent and submitted EXHIBIT 19 
as written testimony of the AFL-CIO. 

REPRESENTATIVE PAUL PISTORIA spoke out against S.B. 405 and 
submitted a cartoon shown in the Great Falls tribune November 
6, 1978 representing what would happen if the wine initiative 
passed and that is what happened. We also lost $3 or $4 million 
dollars and they didn't tell us how to make it up. Senator 
Pistoria said if this bill passes there will be a big alcoholisim 
problem in the state, moreso than we have ever seen. 

SENATOR DOVER CLOSED on S.B.405 stated that he noticed the 
concern of control and if they will look at the bill, there 
is alot of control, and for all purpose it will be the same 
people that are handling the liquor now and besides $10,000 
or $5,000 for the people and that is a pretty initial fee. 
They talk about all the people that are going to be put out 
of a job, but there are only about 177 full time people right 
now and 32 of them are in Helena and they will stay working. 
Grocery stores are out as far as this bill goes. Liquor 
prices are going to go up if it stays in the state too. 

EXHIBIT 21 was turned in as a written testimony from a clerk 
at a state liquor store in Billings, Montana, opposing S.B.405. 
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QUESTIONS OF THE COMMITTEE: S.B.405 

SENATOR TOWE said he does not understand why they are selling 
licenses for $10,000 for the warehouses when they are still 
a function of Montana. 

BRUCE SIMON stated that off premise license only is compar­
able to the all beverage license that we have now would allow 
the sale of bottles only; the warehouse permit is a permit 
either one of those people could obtain for an additional 
$2,000 giving them the right to buy direct from the state 
warehouse, otherwise they would have to buy from those who 
do. 

SENATOR TOWE asked about the agency stores and what will 
happen to them. 

BRUCE SIMON said this bill will call for the end of the agency 
store. If these stores do not sell by the set deadline they 
will be closed. 

SENATOR MANNING asked Mr. Simon how many hours he spent in the 
Department of Revenue when on the Governor's council. 

BRUCE SIMON said there were three on the team with a 
total of about 12 man weeks of 5 day a week. Between the 
three of them they had a total of 12 weeks invested in the 
liquor division alone. 

SENATOR MANNING asked Ms. Fearer if this was true to the best 
of her knowledge. Then directed the question to Mr. Heppelfinger. 

HOWARD HEFFELFINGER, Administrator of the Liquor __ Division, said 
that the actual time they were there in the office amounted 
to three or four days but did not deny work was done outside 
the office. 

The hearing closed on S.B.405. 

CONSIDERATION OF SENATE BILL 457: 
"THE MONTANA JOBS PROGRAM ACT OF 1983; CREATING A GRANT PROGRAM 
FOR SUBSIDIZED PUBLIC SERVICE EMPLOYMENT." 

SENATOR FULLER, Helena, District 15, introduced this bill by 
saying essentially this is a public service jobs program and 
his motivation is 10 years of learning federal programs that 
did effectively the same kind of things, it put people to work 
and paid them a fair wage, $4.81 an hour, $10,000 maximum, and 
put them out into the cities and counties to do public service 
projects that are not being done in other ways. He suggested 
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to the conunittee that the economic situation is '.structural' 
and 'cyclical '. The Build Montana Program addresses the 
structural issues but what it does not do is deal with the 
cyclical problems we are having, namely 40 to 55 thousand 
Montanans out of work. He stated that he somewhat arbitrarily 
picked the figure of $10,000 as a separate appropriation 
bill. He said that he has not corne up with a source and 
would probably think a draw on the interest on the coal tax. 

PROPONENTS: 

DON JUDGE, representing the Montana State AFL-CIO stated that 
he was in support of this bill as it is not much different 
than the CETA program. 

OPPONENTS: None 

QUESTIONS OF THE COMMITTEE: 

SENATOR TOWE asked how they answer the charge that you should 
not have make-believe funds but you should have genuine directed 
at structural things that would have to be done. Is that addressed? 

SENATOR FULLER said he doesn't know if the language of the 
bill addresses the philosophical point but the department in 
the intent of this bill is not to make work kind of thing. 
He said that the best example he could give, was in northwestern 
Montana they ran a program two or three years ago and the boys 
from federal and state said if they could get people for the 
next ten years, they would not get the job done. 

SENATOR FULLER CLOSED ON S.B.457. 

The meeting closed at 12:15 p.m. 

CHAIRMAN, 
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TED SCHWINDEN 
GOVERNOR 

~httr of Jffilontmm 
®ffi.cl' of tq.l' (1?)oul'rtlor 

,1iel.l'ml, ;mOttinmt 59620 

TESTIMONY IN OPPOSITION TO SENATE BILL 426 

EXHIBIT 1 
State Admin 
Feb. 17, 1983 

Section 1 of S.B. 426 raises many questions of unconstitutionality under 
Article V, S. 11, Subsections 3 and 4, of-the Montana Constitution. These 
provisions state as follows: 

(3) Eac~ bill, except general appropriation bills and bil~s-for 
the codification and general revisiDn of the laws shall contain 
.2..nl~ one subject, cl early e~re5se_di n-.i!.~ t it1~. If any ---­
subJ(!ct is embraced in any act and is not expressed in the 
title, only so much of the act not so expressed is void. 

(4) ~gen~ral ~.eEropri?ti2!LEin shr:_ll contai~o~l.Y_ 
t!l?E.!:£E.riatl0ns for the ordinary expenses of the legislative, 
ixecutive and judicial brahches, for interEst on the 
pub1"ic debt, and for public schools. Every othej~ -
appropriation shall be made by a separate bill, containing 
but one subject. (Emphasis added). 

An app~'opriation bin, a measure b!~forE: thE:! Legislature authorizing th~ 
expenditures of public monies shall conta,in only appropriations and may stipulr:t(~ 
the ClIDodnt) marrnerarrd pu'q:.iOS€! O'f the various 'j terns of expenditllre. To th2 ex t~~nt 
that lines 3 through 8 of S:.B. 426 ilamend'l any other statute to which a provision, 
conditio~, or limitation in an appropriation bill applies, this bill is unconsti­
tutional. Since the Constitution requires that general Appropriation Bills contain 
only appropriations, the "amending effect" of this bill on other, unnamed, sUbstantative 
statutes will most likely not meet the tests of constitutionality. 

A recent Attorney General's Opinion (Vol. No. 39, Opinion No. 25, July 14, 
1981), citing a ~lontana Supreme Court case, -held that l1Appropriation bills should 
not be held to amend substantive statutes by impHcationo" "Repeal by implication 
is not a concept that is favored in questions of statutory construction. II 

The Constitution further require~thateach bill contain one subject, clearly 
expressed in its title. Therefore, the title in a general appropriation bill i~ 
constitutionally defective if it doesn't indicate the other laws it seeks to 
amend. On the other hand, with ,the limitation on the scope of an appropriation 
bill, that it only contain appropr"iations, the title cannot indicate anything 
~ther than appropriations. Senate Bill 426 cannot lawfully accomplish its purpose. 

The effect of S.B. 426 is to turn the Appropr'iations Bill into a "Super 
Statute. 'I Another effect is to preclude public participation in the lawmaking 
process. Other statutes would be amended withollt public notice and and logrolling 
would occur - an unacceptable and unconstitutional legislative practice in Montana. 
Simply stated, the elements fundamental to our lawmaking process are 'ignored by 
this bill. For these reasons, we recommend do not pass. 

/lilA / til - I . 
_~ L1 !.?-{ -1:t;.i:.[ /2 (,;(tlr{YC 
MONA JAMISON I 
Chi ef Legal trfonse 1 



SENI\TOR CCK 

S.B. 372 

Amend: 

New Section. Section 3. 
pg. 9 line 24 strike $7,500 insert- $10,000 
pg. 9 line 2i strike $22,500 insert- $25,000 

Section 6 Section 13-37-303 MCA Subsection (1) 
pg. 13 line 5 following (1) An individual ..... . 

EXHIBIT 2 
State Admin. 
2/17/83 

Strike: whose withheld inco~e tax or payment of 
pg. 13 line 6 Strike: estimated tax exceeds by more than 
$1 his income tax .... 
pg. 13 line 7 Strike: liability for the taxable year. 

So that it now reads: Contribution to fund by taxpayer 
(1) An individual may designate whether-~ishes to have $1 
from tax withheld or paid transferred to the fund. In the case 
of a joint return, as provided in 15-30-142, of a husband 
and wife ..... 

pg 13 line 11 strike: whose inr.ome tax 
pg 13 line 12 strike entirely 
pg 13 line 13 strike: income ta:~ liability 

So that it now reads: or each spouse may designate individually 
whether he or she wishes to have $1 transferred to the fund 

Subsection (2) 

pg. 13 line 17 following "designate"; strike "an extra 
$1 to be" andlnsert "that $1 of the payment be" 

So that it now reads: An individual with an unpaid tax 
liability may at the time of payment designate that $1 of the 
payment be transferred to the fund. 

Subsection (4) pg. 15 
pg. 15 line 14 following - governor, strike 40% insert 25% 
pg. IS line 16 follow'ing - court, strike 2.5%lnsert .875% 
pg. 15 line IS following - court, strike 1% insert .24% 
pg. 15 line 19 following - general, strike 6Linsert 2.5% 

pg. 15 line 20 following state, strike 6% insert 2.5% 
pg. 15 line 2I following auditor, strike-6% insert'---::2-.-:5=-g.-o-
pg. IS line 23 following instruction, strike 6% insert 2.5% 
pg. IS line 25 following commission, strike 2.5% insert .5% 
pg. 16 line 3 following senator, strike .4% insert .2%----
pg. 16" line 6 strike .J.], insert .:...?.?J!. --.--
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EXHIBIT 4 
State Admin 

Box 1176, Helena, Montana _____ F~eat.b.&.._1"""7 ..... r ....... l ... 9"'"8~3 ..... __ 

,'" 

JAMES W. MURRY 
EXECUTIVE SECRETARY 

ZIP CODE 59624 
406/442·1708 

TESTIMONY OF DON JUDGE, ON SENATE BILL 372, HEARINGS OF THE SENATE STATE 

ADMINISTRATION COMMITTEE, FEBRUARY 17, 1983 

I am Don Judge, representing the Montana State AFL-CIO. We 

support Senate Bill 372. 

This bill provides a limit on campaign expenditures, in return 

for access to some public funding of campaigns. The funding would be provided 

from a voluntary taxpayer checkoff. 

The Montana State AFL-CIO supports campaign reform. The price 

of election campaigns is skyrocketing. That presents a danger if the need 

for candidates toraisemoney becomes an understandable gratitude to those 

who provide them with the money they need to win, and when that gratitude 

is reflected by official action. 

The particular spending limits for the different races will 

have to be left to those who have studied past election expenses. However, 

the amounts in general appear to be high enough to give challengers a chance, 

but low enough to provide some sort of ceiling. House Bill 283 also has 

some campaign expenditure limits in it, which we have supported. 

As to the public funding aspect of this bill, it provides a 

carrot for voluntarily limiting a campaign, without the stick of forcing 

candidates to do so. This sort of compromise measure is a good way to begin 
on campaign reform, but is not the final answer. The National AFL-CIO supports 

public funding of campaigns, as does the state labor federation. It is a 

good investment of tax dollars to buy elections for the public instead of 

for special interests. We urge you to support amendments to provide that 

this provision be a voluntary checkoff of a tax owed the state rather than 

a voluntary contribution to this fund. 

Senate Bill 372 will not cure Montana politics from the inordinate 

influence of big money. But it is a step in the right direction. We ask 

for this campaign reform, even though we are one of the state's largest 

~PACs, and involved in contributions to candidates. We look forward to 

the day when all campaigns will be publicly funded for the good of the public. 

We ask you to support Senate Bill 372. 
PRINTED ON UNION MADE PAPER ~4 



EXHIBIT 5 
Admin. 

1983 
State 
Feb. 17, 

A syste:n t h 81: '.):'~Vir10~ f'"vo '1. ('')TT]ljinat50n "f' nuhl;.~ ;om r] nriv8.t,-, fl1Yv1s HbL}J' 1;M; ti:1f" 
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EXHIBIT 7 

DEPARTMENT OF STATE LAND'S TESTIMONY ON SENATE BILL 341 

BEFORE THE SENATE STATE ADMINISTRATION COMMITTEE 

State Admin 
Feb 17, 1983 

The Department of State Lands does not oppose Senate Bill 341, but proposes 
that it be amended to clarify that it does not apply to school trust lands 
managed by the Board of Land Commissioners and the department for agricultural, 
grazing, timber or other uses. 

As currently written, the bill would apply to all state-owned property. 
The amendment proposed by the department would define state-owned property to 
exclude land outside the city limits of any city or town which is administered 
by the Board of Land Commissioners and is primarily used for agriculture, 
grazing or timber production. 

In the case of fire protection, the lessee of state agricultural and graz­
ing land is responsible for fire protection of those lands. In addition, the 
State, through the Department of State Lands, provides certain services to the 
majority of counties for fire protection on private and state lands within the 
county. This includes the procurement, maintenance and repair of fire trucks 
and equipment, training of volunteer firefighters, and additional manpower and 
equipment when a fire exceeds the county's capabilities. Any county not pre­
sently participating in the program can make application to join. Furthermore, 
the department protects all forest lands in cooperation with counties and land­
owners pursuant to Title 76, Chapter 13, Parts 1 and 2. 

As can be seen, the provision of fire services for state agricultural, 
grazing and timber lands does not cause any major impacts on the counties. 
Also, the provision of law enforcement services for these lands does not have a 
large impact on county governments. Therefore, the department requests that 
these lands be deleted from the operation of this bill. A proposed amendment 
\"/hich defines the term "state-owned property" is attached. 



AMEND~1ENT TO SHIATE BILL 341 

INTRODUCED BILL 

Page 1, line 25 and page 2, line 1 
Following: subsection 2 of section 2 

EXHIBIT 8 
State Administration 
Feb. 17, 1983 

Insert: "(3) "state owned property" means property O\·med by the state, 
the primary use of which is not for agriculture, grazing or 
timber production." 



TESTIMONY FOR SB 341 Feb. 17, 1983 Judy Mathre 

I. Attitude of Bozeman citizens towards Montana State University EXHIBIT 9a 
State Admin. 

A. We like MSU 
B. The economy 

of MSU. 
C. I like MSU. 

employee of 

Feb. 17, 1983 

of Bozeman is fairly recession proof due to the presence 

My welfare depends upon MSU because my husband is an 
MSU. 

II. Duties of a city commissioner 

A. Prime concern is to uphold the health, safety and welfare of the citizens 
of Bozeman. 

B. We are failing in that job when the welfare of MSU students is considered. 
The level of police and fire services is not adequate. This is not only 
a concern of mine as a local government official, but it should be a 
concern of yours. You are also responsible for the welfare of those 
who are associated with state institutions. 

III. The Bozeman situation 

A. If MSU could be separated from the city of Bozeman it would become the 
seventh largest city in Montana. 
But MSU is not separated-from the city. It is a very important component 
of the city. As part of the city MSU is dependent upon the city for 
services. 
The city provides the usuC'? \'a;'iety of city services. We are reimbursed 
for some of them, particui~ly.·sewer and water. There is no way for 
the university to reimburse ~ city now for fire and police protection. 

B. Welfare of people in high rise.buildings on the MSU campus 
The city cannot provide adequate fire protection to the high rises. 
Both manpower and equipment are deficient. 
As long as we are knowingly deficient in providing public safety services 
I can only conclude that I am irresponsible and am failing to do 
what I as an elected official am supposed to do. 

IV. What are the chances of the city for doi~something to improve the situation 
in the next fiscal year? 

Projected losses FY 1984 
Business inventory taxes 
Federal Revenue sharing 
TOTAL 

Anticipated Gains 

Motor vehicle license fees 
Carryover federal revenue sharing 
TOTAL 

Total loss 
Total gain 
NET LOSS 

$130,000 
459,000 
589,000 

$280,000 
164,000 
444,000 

$589,000 
444,000 
145,000 

Mills 

6 
22 
28 

14 
8 

22 

28 
22 
"6 

The total mill levy for Bozeman for FY 1983 is 104.89 mills. Though there 
are too many unknowns to say a lot about next years budget, I would suggest 
that we will need an increase of 5% to maintain services (about 5 mills). 
That added to the 6 mills we need to recover suggest an increase of 10-11 
mills. To )vided services needed for MSU would add 6-8 more mills. 



Page 2 TESTIMONY FOR SB 341 Judy Mathre Exhibit 9b 

v. Conclusion 

Our city manager, John Evans, has talked with the administration at MSU. 
They are concerned by the lack of police and fire protection. They are 
sympathetic with our dilemma. They would like to help us. It seems 
that they do not have the authority to do anything. SB )41 provides 

'J one solution. 

Since funding looks doubtful for this bill I would like to ask if it is 
possible to amend SB 341 to give local governments the authority to conduct 
negotiations with state institutions to agree on some method of funding 
for police and fire protection. 

We at the local level are trying to be responsible for the health, safety 
and welfare of all of our citizens. We can't do the job without your 
help. We depend upon you for that help. 



Missoula, Montana 5980 

EXHIBIT lOa 
State Admin. 
Feb. 1 7, 1983 

THE GARDEN CITY 

Hue OF FIVE VALLEYS 

Office of the Mayor 
201 West Spruce 
Phone 

TO: 

FROM: 

Senator Pete Story, Chairman, Senate State Administration 
Members of the committeeq. I j) .. 

JrJa)a)~"'J 
The City of Missoula, by avid W,lcox, Adm. Asst. 

SUBJ: SR 341 Providing for State Payment to Local Governments 
for Police and Fire Protection to State Owned Property 

Senate Bill 341 would result in an unspecified amount of money paid by the 
State to local governments which provide police and fire protection to 
State owned property. 

The City of Missoula provides fire protection and police protection to the 
University of Montana Campus,although the U of M does maintain its own 
security force for minor disturbances and patrol. ~le are primarily concerned 
about fire protection. 

The University campus houses several thousand students in the highest 
density housing in Missoula. Moreover, two of the dormitories are high 
rise buildings, the tallest in Missoula. High density, high rise residen­
tial property requires special precautions in fire protection as well as 
special equipment. Furthermore, the U of M campus represents a substantial 
portion of the City to which fire protection is supplied; yet no property 
taxes are collected to help pay for services. 

To be sure, the community of Missoula is fortunate to have the University 
in its midst. The University provides educational opportunities, cultural 
stimulus and economic support. Business people and landlords benefit from 
the University population and spending power. This does not necessarily 
translate into financial support for the City. 

U of M property is indeed a major industry in the Missoula area; but unlike 
every other major industry the University does not contribute to the property 
tax base. It is tempting to say the University contributes indirectly 
because its students and faculty live in apartments and houses on which 
taxes are paid. While this is true, it is also true that residential 
property does not contribute enough in taxes to pay for services received 
from local governments. 

Generally residential property not fully paying its way is an accepted fact 
which is not too troubling because the v/ork places of most people also pay 
substantial taxes. Many residents of Missoula, for example, work for 
Champion Wood products. Their residential tax combined with the tax 
paid by their place of work adequately supports the services they receive. 
For the University, the State does not contribute taxes to match what are 
paid by the faculty staff and students of the University. 



Senator Pete Story 
SB 341 Police and Fire Protection 
Page 2 

EXHIBIT lOB 

The City of Missoula needs additional revenue from the University, 
roughly equivalent to property taxes a major industry would pay for 
the services it receives. I ask your favorable consideration of 
SB 341. 



.. 

1. 

2. 

3. 

4. 

5. 

6. 

7 • 

8. 

9. 

10. 

EXHIBIT 11 

AMENDMENTS TO SB341 
State Admin 
Feb. 1 7, 1983 

TITLE, line 4 
Before: "STATE" 
Insert: "NEGOTIATIONS FOR" 

TITLE, line 6 
Str ike: "MAJOR" 

TITLE, line 7 
Strike: "DIRECTLY" 

Page 1, line 10 
Following: "Section 1" 
Str ike: "State" 
Insert: "Negotiations for state" 

Page 1, line 14 
Strike: "major" 

Page 1, line 15 
Strike: "directly" 

Page 1, line 16 
Following: "is" 
Strike: "eligible to receive" 
Insert: "entitled to negotiate with the state agency 

or institution receiving the services for" 

Page I, line 19 
Following: "otherwise" 
Strike: "the following definitions" 

Page 1, strike lines 20, 21, and 22 

Pages 2 
Insert: 

and 3, strike sections 3, 4, and 5 of the bill 
"Section 3. Budget requests. (1) State 
agencies and institutions shall negotiate in 
good faith with local governments to determine 
an equitable amount that would pay for the 
expenditures incurred by local governments in 
providing fire protection or law enforcement 
services for state-owned property. 

(2) The amounts negotiated in subsection (1) 
shall be included in the budget request of the 
state agencies and institutions to the budget 
director and, by the budget director, submitted 
to the lcsislature." 

j 

j 

j 

j 
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j 

j 

j 

j 

j 

j 

J 
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EXHIBIT 12a 
State Admin. 
Feb. 17,1983 

SE~ATOR HAROLD L. DOVER 

SENATE BILL 405 

A BILL FOR At'J ACT ENTITLED: "AN ACT REMOVING THE RETAIL 
LIQUOR BUSINESS FROM STATE CONTROL; PROVIDING FOR THE SALE 
OF EXISTING STATE RETAIL LIQUOR STORES; PROVIDING FOR AN 
OFF-PREMISES CONSUMPTION-ONLY LICENSE AND A STATE LIQUOR 
WAREHOUSE PERMIT; AMENDING pertinent Sections ... 

SENATE BILL 405 will take the State out of the liquor 

retail business. There have been numerous studies made 

over the past years that have concluded that the State 

should get out of the retail business. The Performance 

Audit "recommended the division comply with the legislative 

mandate regarding closure of unprofitable stores". It said 

the state would have more money if eight of the stores had 

not been open during fiscal year 81-82. The trend is 

already to close more stores. 

The Governor's Council on Management recommended 

closing the stores. 

Senate Bill 405 is a bill to provide for the discon-

tinuance of the state retail stores in an orderly manner 

that we feel will properly service the public, provide 

control on distribution through start up and annual fees, 

and provide as much or more revenue to the state. 

The state would operate its wholesale store called 

"State Liquor Store", ln Helena and sell the product on 

the formula of: cost of merchandise (+) freight in (+) 

"mark up as designated by the department". (Page 12, line 6). 



EXHIBIT 12b 

Senator Harold L. 
SB 405 

Dover 
p. 2 

(This has been suggested it be set at present 40%) (+) 26% 

tax less 10% for sale in case lots. 

A "Licensed retailer" can buy from the state liquor 

store (Page 3, lines 15, 16). "A Licensed Retailer" means 

the owner of an all-beverages license or an off-premises-

consumption-only license. 

There are three ways to get a license to do retail 

business: 

1. Bid on the inventory, fixtures and lease (Page 27, 

Section 24). The store would not be required to do business 

in the same location as the former 'state store but would 

assume any legal problems associated with terminating the 

lease and moving to another location. They do not have to 

pay the initial fee. They will pay the annual fee of $800. 

(It has been suggested we might want to give the present 

operator 1st option). 

2. After January 1, 1985 (Section 25, Page 28), a 

qualified applicant would be able to purchase an "Off Premise 

License". There are two categories: 

a. Cities with a population of 10,000 or more 

or within a distance of 5 miles thereof, can buy a 

one-time, non-transferable license at a fee of $10,000, 

and the annual fee ~ $800. 

b. All others can get a one-time, non-transferable 

at a license fee of $5,000 or $800 annual renewal fee. 

3. Hold an all-beverage license. 



EXHIBIT l2c 

Senator Harold L. Dover 
SB 405 
p. 3 

There is an annual fee of $2,000 for a state liquor 

store permit (Page 20, line 25 to Page 21, line 1) , which 

may be obtained only by licensed retail businesses. They 

can buy packaged goods from the State Liquor Store at a 

10% closeout (Section 10, Page 15, lines 3-11). 

Those who buy the liquor store permit "must have a 

fixed place of business with facilities for the distribution 

and sale to other licensed retailers" (Page 24, line 25 

and Section 21 (2), Page 26). They must make a good faith 

effort to maintain stock that is sufficient to meet the 

usual and ordinary demands of other liquor license holders. 

Section 22, Page 26, "As a condition of retaining a 

state liquor warehouse permit, the permitholder must give 

a discount of 5% or more to retail licensees who purchase 

liquor from the permitholder in unbroken case lots." 

Section 18, Page 24, "NO off-premises-consumption-only 

license may be issued pursuant to [sections 15 through 18] 

to any person, firm or corporation that intends to operate 

a business in which the sale of liquor is not the primary 

source of income". 

This bill authorizes all license holders to purchase 

from any owner of an all-beverage license or an off-premises 

consumption license. 

The state will be out of the Liquor Retail Store 

business by December 31, 1984 (Section 24 (1), Page 27). 



Exhibit 12d 

Senator Harold L. Dover 
SB 405 
p. 4 

We believe this bill provides for an orderly transfer 

of liquor stores from the state to private licensees. It 

will retain the revenue for the state with the state having 

much less responsibility and less exposure to profit loss. 

It provides a control on the sale of the product - It 

protects present operators (no initial fee - 2 years to 

get set up before others can start). It may provide more 

jobs than presently - because the state is having to close 

agencies and stores because they are unprofitable. It 

keeps the liquor business off to itself (not opening it 

up to grocery stores, etc., - because it must be a major 

business). 

Jim Spring will explain charts of the transition. 

Bruce Simon will show the financial charts. 

I urge you do pass Senate Bill 405. 



Senator Harold Dover 
SB 405 

SENATE STATE ADMINISTRATION 
SENATE BILL NO. 405 

1. Page 4, lines 6 and 7. 
Following: "wholesale price" on line 6 

p. 5 

Strike: "of liquor as fixed and determined by the 
department" 

2. Page 4, line 24. 
Following: "means a" 
Strike: "retail" 

3. Page 5, line 14, following "The" 
Insert: "base" 

4. Page 5, line 15, following "department" 
Strike: "And charged to persons with a valid state 

liquor warehouse permit" 
Insert: .. , which includes cost, freight, and markup" 

5. Page 11, line 14. 
Following: "wholesale" 
Strike: "selling" 

6. Page 12, lines 1 and 4. 
Following: "wholesale" 
Strike: "selling" 

7. Page 20, line 17. 
Following: "10,000 or more" 
Insert: "or within a distance of 5 miles thereof" 

8. Page 24, line 25 through page 25, line 1. 
Following: "fixed place of business" 
Stri~e: "and sufficient capital and" 
Insert: "with" 

9. Page 28, line 2. 
Following: "additional" 
Insert: "initial" 

10. Page 28, line 3. 
Following: "paid. " 

Exhibit l2e 

Insert: "The annual renewal fee provided for in 16-4-501 
must be paid each year." 
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TESTIMONY OF BRUCE SIMON 
IN SUPPORT OF SENATE BILL 405 

EXHIBIT 14a 
State Admin. 
Feb. 17, 1983 

My Chai~man and Committee !1embers. Hy name is 

Bruce Simon, Vice President of Coles Department Store 

and former member of the Governor's Council on 

Management. I am appearing here today as a proponent 

of Senate Bill 405. I am representing myself and not 

the council. The intent of this bill is to phase out 

the state's involvement in the liquor retail store 

operations. My testimony will clearly show that by 

reducing the Liquor Enterprise to warehousing and 

purchasing operations, more revenue will be returned 

to the states' general fund. 

First, I will provide you with some background 

information. This bill is the direct result of a 

recommendation of the Governor's Council on Management. 

In my opinion, our review of the Liquor Enterprise 

operations was extremely thorough and professional. A 

total of twelve man weeks (60 man days) was spent in 

studying the Liquor Division. Assigned to this phase 

of the study were myself; Dennis Schanz, who has several 

years experienoe in merchandising operations and inventory 

control with Gibsons of ~ontana; and Rick Thomas, who 

is responsible for budgeting and financial planning for 

the Montana Power Company and worked for four years as 

a management consultant. 



-2-
EXHIBIT 14b 

We have prepared two graphs and tables to demon 

strate the financial performance over the past eight 

years and how this continually deteriorating situation 

can be reversed by passage of Senate Bill 405. 

Graph No. 1 shows that Gross Sales increased 

steadily from 1974-75 ($42.5 million) to 1978-79 

($56.4 million) and during this same period Net Income 

remained fairly steady ($7.6 to $7.8 million). In 

1979-80 wine was allowed to be sold in grocery stores 

and drug stores. Gross Sales and Net Income both 

declined to $49.0 million and $6.0 million respectively. 

Since then, Gross Sales have continued to increase and 

are at nearly the level prior to the wine initiative 

($55.4 million), but Net Income has gone down ($5.9 

million) . 

Why has net income gone down, even though sales 

have increased? Graph No. 2 and Table No. 1 both demonstrate 

that Salaries, Benefits and Operating Costs have 

increased steadily from 30.4 cents per dollar of Gross 

Income in 1974-75 to 52.5 cents in 1981-82. (Gross 

Income is what is left to pay operating costs and provide 

net income, after paying for the product, freight and 

discounts and after deducting for taxes). For. any 

business to remain profitable, it must control its 

operating costs. The Liquor Division performance over 

the past years indicates that costs have grown faster 

than sales. 



-3-
EXHIBIT l4c 

Our solution to this problem is shown on Table 

No.2. This table was taken directly from the Council's 

report and has been updated for actual results. (Com­

paring Columns 2 and 3 demonstrate the accuracy of the 

estimate in May and the thoroughness of the study.) 

Column 4 represents what the financial statements would 

have been in 1981-82, if the state had only been in the 

wholesale business. As you can see, Net Income would 

increase from $5,935,000 to $7,952,000 and there would 

be $1,805,000 more revenue returned to the states general 

fund (cash flow advantage), assuming the same level of 

sales. If sales had been 10 percent higher, then 

$3,679,000 more cash would have been returned. It is 

likely that wider distribution would result in a sales 

increase and this il:.> supported by a Legislative Fiscal 

Analyst report in 1976 which predicted a minimum of 10%. 

In conclusion, Mr. Chairman, I support this bill 

because our investigations clearly show that the 

trend of increasing costs and declining profits appear 

to be irreversible. In today's tight budget, the people 

of Montana cannot afford the luxury of continuing the 

Liquor Enterprise in its present form, and should enjoy 

the added revenue that would come from this proposal. I 

urge this committee to vote a do pass recommendation. 
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EXHIBIT 16b 
II Table r~o. 2 R. L. 4ThOmas 
UJdated on I cdlli STArE 
11/12/82 by ~erchandising Operations Report n 4a ADMIN 
t L. Thomas 1981-82 Proforma Anal~sis 5/5/82 

2/17/83 

'-' (Dollurs are in thousands) Wholesale Business 
(1) (2) (3) ( 4) ( 5) 

II 3/31/82 
9 months 1981-82 1981-82 Same 10% Sales 
Actual EstiP.1ate Actual Sales Increase 

II 

Gross Sales $42524 $ 56700 $55356 $55356 $60900 
Less: Discounts C 734) ( 980) ( 960) ( 5536) ( 6090) .. 
Less: Taxes ( 8321) ( 11100) (10836 ) (10624 ) (11690) 

Net Sales 33469 44620 43560 39196 43120 .. 
Cost of "Goods Sold (24310) (32410) .P1088) (30479) ( 33530) 

.. Gross Income 9159 12210 12472 8717 9590 
Other Income 14 
Operating Expenses: .. 

Stores Bureau 3750 5037 5022 0 

Li quo r Adm i n i s t rat ion 187 259 194 97 110 .. Purchasing,Bureau 96 162 134 134 150 

Warehouse Bureau 224 350 314 314 330 
. Stores Administration 267 416 335 0 -
Allocable Expenses 239 324 439 220 240 

.. Total 4763 6548 6551 765 830 

Ne't Income 4396 5662 5935 7952 8760 .. 
Cash to State 

.. Taxes 11100 10836 10624 11690 
Net Income 5662 5935 7952 8760 

.. . Total 16762 16771 18576 20450 

Cash Flow Advantage 1805 3679 

Net Income as a % 

of Net Sales 13.1% 12.7% 13.6% 20.3~ 20.3~ 

.. Operating Expense as 
a % of Net Sales 14.2% 14.7% 15. O~ 2.0~ 2.0% 
Operating Expense as 
a % of Gross Income 52.0% 53.6% 52.5% 8.8% 8.7% 

--
II' 



TO: 

FROM: 

DATE: 

RE: 

DEPARTMENT OF REVENUE 

TED SCHWINfJEN GOVEHNOri 

EXHIBIT 17a 
State Admin. 
Feb. 17, 1983 

MI ro It LL lIlJlLDING 

gNEOFMON~NA---------

MEMORANDUM 

Howard Heffelfinger, Administrator 
Liquor Division 

Michael G. Garrity, Tax Counsel 
Legal Bureau 

February 16, 1983 

Senate Bill 405. LC 2091/01 Proposed Legislation 
to Remove the State of Montana from the Retail Liquor 
Business 

HELENA. MONTANA 59620 

A complete legal review of Senate Bill #405, recently introduced 
before the 48th Legislative Session, is difficult because of the 
length of the proposed legislation and the time restraints placed upon 
legal review. The following legal review of Senate Bill 405 shal] 
address specific legal problems of proposed statutory language, where 
appropriate, and address general legal problems in broad conceptual 
discussion. 

Page 1, lines 4 and 5 - The initial sentence of the bill title appears 
to be inappropriate. Although Senate Bill 405 proposes to remove the 
State from the retail liquor business, the State, under its enforce­
ment powers, will retail'\ "control" over retail liquor businesses. 

Page 1, lines 21 through 25, and Page 2, lines 1 through 8 - The. pur­
ported intent of these amendments to §16-]-103, MCA, is to remove the 
State's authority to operate state liquor stores and engage in the 
retail sale of liquor. These amendments may be premature since §24 of 
Senate Bill 405 empowers the Department to operate a state liquor 
store not sold by the Department until July 1, 1985. 

While Senate Bill 405 attempts to remove some statutory references to 
state liquor stores, it fails to clearly distinguish the state liquor 
stores from the newly created "retail package liquor stores" which 
Senate Bill 405 defines as "off-premises-consumption-only licenses". 

Page 2, lines 22 through 24, and Page 14, lines 2 through 5 These 
amendments repeal the Department's power and authority to contract for 
and operate agency liquor stores. However, §24 compels the Department 

AN fOUAl OPPORTUNITY EMPLOVIR 
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EXHIBIT 17b 

to: " .. sell all existing state retail liquor stores, including 
agency stores. The sales must be made through a sealed bid procedure 
to qualified bidders and sold, if possible, by December 31, 1984". 
The repeal of the Department's power to operate agency liquor stores 
may be premature in light of §24's previously cited provision which 
authorizes the Department to operate a state store not sold by the 
Department until July 1, 1985. 

Page 3, lines 15 through 17 Senate Ril] 405 defines "licensed 
retailer" to be " . the owner of an all-heverages license or an 
off-premises-consumption-only license". The terms "licensed retailer" 
are later utilized to distinguish which licensees may apply for and 
receive a State liquor warehouse permit. This newly created class of 
off-premises-consumption-only licenses is a very awkward designation. 
There currently exists an off-premises consumption retail beer 
license. A "licensed retailer" has previously been construed by the 
Department to mean an all-beverages licensee, an off-premise consump­
tion beer licensee, and an on-premise consumption beer licensee. It 
would appear Senate Bill 405 creates an off-premises-consumption-only 
license for a retail package liquor store without on-premises consump­
tion. The latter designation is much less confusing. It is flddition­
ally unclear whether the off-premises consumption-only license is 
limited to distilled spirits and wines with an alcohol content over 
14%. However, later amendments to statute found within Senate Bill 
405 imply the newly created license is a off-premises-consumption-only 
"liquor" license. Liquor is defined as "alcoholic beverage except 
beer and table wine". 

Page 5, lines 1 and 2 - Throughout Senate Bill 405, there is repeti­
tious referral to both "state warehouse permits" and "st<:lte liquor 
warehouse permit" and "state wholesale permit". All references should 
be to "state liquor warehouse permits". 

Page 15, lines 3 through 11 - Senate Bill 405 increases the di~count 

on case lot purchases to 10% when the case lot is purchased from th~ 
State by a " ... licensee with a state wholesale permit .. " It 
would appear this amendment should authorize the increase discount on 
case lot purchases to the newly created "state liquor warehouse per­
mittees". This same inconsistent reference to "wholesale permittees" 
is found in line 15. 

Page 16, line 9 - Senate Bill 405 amends § 16-4-405, MeA, to include 
the newly created off-premises-consumption-only licensee to other 
classes of retail licenses for the purpose of expanding the Depart­
ment's denial of license power. It would appear the same result may 
be accomplished accomplished by a general reference to "retail licens­
es" if the previously discussed definition of a retail license is 
clarified. 
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Pages 21 through 28 - Senate Bill 405 proposes new sections to the 
Montana Alcoholic Beverage Code which would most probably be organized 
into two parts entitled "off-premise-consumption-only licenses" and 
"state liquor warehouse permits". Please note there is no restriction 
similar to §16-4-205, MCA, which might limit an ownership interest in 
more than one off-premises-consumption-only license or state liquor 
warehouse permit. Additionally, Senate Bill 405's newly created stat­
utory scheme allows the commingling of the wholesale and retail sec­
tors. The Department of the Treasury, Bureau of Alcohol Tobacco and 
Firearms has promulgAted federal regulations in the area of unlawful 
trade practices under the Federal Alcohol Administration Act. 

27 C.F.R. §6.25 specifically provides: 

Industry members are prohibited from jnducing the 
purchases of a retailer by acquiring or holding any 
interest in any license (State, county or munlCl­
pal) with respect to the premises of a retailer. 

27 C.F.R. §6.31 specifically provides: 

Industry members are prohibited frem inducing the 
purchases of retailers by acquiring an interest in 
real or personal property owned, occupied, or used 
by the retailer in the conduct of the business. 

27 C.F.R. §6.11 defines industry member as "any person engaged in 
business as a distillery, brewer, rectifier, blender, or other produc­
er, or as an importer or wholesaler of distilled spirits, wine or malt 
beverages, or as a bottler or warehousemen and bottler. of distilled 
spirits; industry member does not include an agency of the state or 
political subdivision thereof, or an officer or employee of such agen­
cy. Retailer is defined as: " .... any person engaged in the sale of 
distilled spirits, wine, or malt beverages to consumers. A wholgsa]0r 
who makes incidental retail sales representing less than 5% of the 
wholesalers total sales volume for the preceding two-month period 
should not be considered a retailer with respect to such incidental 
sales". 

Page 21, lines 6 through 10 - Senate Bill 405, at §15, empowers the 
Department to exercise its discretion to 'to •• issue an off­
premises-consumption-only license for the sale of liquor for off­
premises-consumption-only to a fit and proper person, firm, or corpo­
ration upon compliance with the provisions of (§§ 15 through 18]." 
Presumably the licensing criteria found at §§16-4-401, MCA, et seq., 
would apply in determining which applicants are "fit and proper". 
However, an argument might be made that mere compliance with §§15 
through 18 is the only criteria required by statute. 
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Page 24, lines 15 through 20 - Senate Hill 405, §18, prohibits the 
issuance of an off-premises-consumption-only licenRe to any applicant 
who II ••• intends to operate a business in which the sale of liquor 
is not the primary source of income". This is a vague and ambiguous 
licensing criteria which could result in off-premises-consumption-only 
licenses being issued for virtually any form of business, e.g., gas 
stations, hardware stores, auto parts stores, etc. 

Page 24, lines 22 through 25, and Page 25, lines 1 and 2 - Senate Bill 
405, §19, requires an applicant for a state liquor warehouse permit to 
possess II ••• a fixed place of business and sufficient capital and 
facilities for the distribution and sale of liquor to other licensed 
retailers". The Department's application of this subjective test to 
an applicant and his proposed premises should pose considerable prob­
lems. 

Page 26, lines 17 through 22 - Senate Bill 405, §21, prohibits the 
Department from issuing a state liquor warehouse permit to an appli­
cant" . who does not in good faith intend to maintain an adequate 
inventory and to carryon a business for the distribution of sale of 
liquor at wholesale to other licensed holders or at retail to the 
public at the location named in his license". Such vague and afllbigu­
ous statutory criteria appears to be unenforceable and of little mer­
it. 

Pages 24 through 27, §§l8 through 23, creating and 
proposed state liquor warehouse permit, fails 
transfer of ownership or transfer of location of a 
house permit. 

effecting the newly 
to provide for the 

state liquor ware-

Page 27, lines 9 through 24 - Senate Bill 405, §24, requires the 
Department to sell all existing state retail liquor stores, including 
agency stores " ... through a sealed bid procedure to qualified bid­
ders". A minimum price is established to be " ... not less thnn. the 
value of the average daily inventory at the store". It would appear 
such a minimum price is far less than fair market value of a state 
liquor store. Additionally, reference is made to the "highest quali­
fied bidder," being entitled to all right, title and interest to the 
store, inventory, store fixtures, lease and related merchandise and 
equipment. Clarification of "highest qualified bidder" is necessary 
to ensure purchase by a highest bidder who qU<llifies as an applicant 
for the newly created off-premise-consumption-only license. 

Page 28, lines 20 and 21 - Senate Bill 405, §28, provides an effective 
date upon passage and approval of Senate Bill 405. Such an effective 
date upon passage and approval might pose severe administrative prob­
lems unless sufficient statutory clarification is provided, 
particularly in the'areas of continued operation of state liquor 
stores and agency liquor stores. 

MGG/ilb 



TESTIMONY OF DAVE BARNES 
REPRESENTING THE UNITED FOOD & COMMERCIAL WORKERS 

ON SENATE BILL 405, HEARINGS BEFORE THE 
SENATE STATE ADMINISTRATION COMMITTEE, FEBRUARY 17, 1983 

EXHIBIT 18a 
State Admin. 
Feb. 17, 1983 

I am David Barnes, international representative for the United 

Food and Commercial Workers International Union. Our union represents the 

approximately 246 people now employed in state liquor stores. Our union 

opposes Senate Bill 405, which would abolish the state liquor store system. 

We oppose this bill first of all because it would throw these 

employees out of work. At a time when the Montana State Legislature is 

seeking ways to provide jobs, it doesn't make sense to force these people 

to join the ranks of the unemployed. There are over 40,000 jobless Montanans 

right now, with more than 50,000 projected to be unemployed in the next 

few months. 

The average age of liquor store clerks is 47, with more than 

half of them over 50 years old. These employees will lose not only their 

jobs, but their health insurance, retirement and other benefits And, 

it will be almost impossible for these older workers during the current 

economic recession to find other employment. Their earnings have not been 

great, and most have little or no savings to fall back on. 

Our union looked into the prospects for re-employment for these 

liquor store clerks recently. We found the prospects for re-employment 

in the retail industry are poor. Many retail businesses have reduced their 

sales staffs and have other employees working on reduced hours. 

It has been suggested that many of these liquor store clerks 

might be employed by the successful bidders on these stores from the private 

sector. However, our information indicates that at least initially, bidders 

will be small businesses. In our experience, small businesses tend to hire 

family and friends first, and pay lower wages and benefits. 

It is important to note that these employees do not cost the 

taxpayers a single dollar. 
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EXHIBIT l8b 

They are funded entirely through the sales of liquor and wine. 

In addition, they collect excise and license taxes and provide a profit 

which goes into the general fund. This benefits all Montanans. 

We also believe that should this bill pass, the consumer will 

be forced to pay higher prices, especially in smaller communities. The 

large scale operation of the state allows for lower costs, not available 

for small businesses. 

And eventually we may see in Montana liquor store chains which 

are wholly-owned subsidiaries of grocery store chains. This is the case 

in the state of Alaska, for example. These chains would probably run the 

small business, Montana-owned liquor stores out of business, and the profits 

would not stay in Montana. With the current state monopoly, every penny 

of profit goes to benefit the people of Montana. 

For jobs, for the consumer and for the Montana taxpayer, we 

urge you to vote against Senate Bill 405. 

Thank you. 



I ; 

EXHIBIT 19 
State Admin. 
Feb. 17, 1983 

----------- Box 1176, Helena, Montana -----------

JAMES W. MURRY 
EXECUTIVE SECRETARY 

ZIP CODE 59624 
406/442-1708 

TESTIMONY OF JAMES W. MURRY ON SENATE BILL 405, BEFORE THE SENATE COMMITTEE 
ON STATE ADMINISTRATION, FEBRUARY 17, 1983 

I am Jim Murry, executive secretary of the Montana State AFL-CIO. 

I am here today to oppose Senate Bill 405. This bill would remove the retail 

liquor business from state control. 

The Montana State AFL-CIO believes that the current system of state 

liquor stores works well. Profits from the sale of liquor go into the state's 

general fund, which cannot afford to lose more revenues. The state budget 

is already suffering from the effects of the current economic recession 

and from cutbacks in federal funding. 

State liquor store employees perform their jobs effectively and efficiently. 

It is unfair that they should lose their jobs through no fault of their 

own, especially when the state is suffering from the highest unemployment 

since the days of the Great Depression. And, funding for these employees 

comes from the sales of liquor, not from taxpayers' pockets. 

State liquor stores have provided the consumer with a wide choice of 

liquor at reasonable prices. We fear that if the stores were not run by 

the state, the costs to the consumer would rise, and the selection, 

especially in less populated areas of the state, would be smaller. 

You have heard us say before, "if it ain't broke, don't fix it." 

That is how we feel about the state retail liquor business. 

Please vote against Senate Bill 405. 

Thank you. 

PRINTED ON UNION MADE PAPER 
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(M a clVt.~ in a dale iiquolt do/te. 

??iJ)d nJ}W I'm (M {Jt.U;;Ated aA 1 can evVl. /temembeJl.. t'lw;6e ie.JVti../i-ed beileJl. de/.1CAi.be/.1 

my tee1i.ru;}. Th.i.A l~lidi..ve .<JeMion will deieAJn.i.ne fTll; /uJ:wte, 0.·-''--'" (.-~ ;{('c,~L d'':'" 

Co-woMeJl..<J emp1.o!fed 6ft iAe Oerx:vWneni v/- 7<evenue. 

[Q4;{; \epte'776eJl. 1 ce1.ebna.ied mlJ 60th biJl-tJu:La'j' TA.u-1.tj4 We/l.e fi.n-e •. 1 had a job, 

liealiA L,.:1u/lilJlce, UKM myiAr;) inJ:.v a /l.eJ.Utemeni. 1l1f!£i and. j UXM bvf<i.ntJ {o/lUJCLllfi ;0.) 

/.~rJPP,cU·'ilJ' anoi.!te/t .<Jix fjeG/l/.j cLving. uAai 11m cbi.ng.· 

.,l 

Ii :took me 18 nvn:IJuJ 10 find :tlWJ ffMi:ti.on. 

I didpvr.a;te4 u.a.rd to keep il. 1 'm noi aAkin.t; /oil. aiu; f.aVOMo 1 'm w.UlJ.n.g. 10 IlJOr.h. 

/oil. /lArd I 'lei. tPlud 1 am (Mkin.t; iA LfJ frC {«JR!<. 

I UA.w.1d li.ke 10 IlJOM {oil. ai LeMi anoiAeJl. f'i-ve 'JeaJl/.j /.1(} ih.ai. by ih.e lime 

I 1lR.i:iA.e, 1 have TTl!f 1l.ei:J.Aemeni:. lund piJM /.1(}me /.1(}cial. ;JeCU!l.i.;b; and. nvd imfV!WIn;t 

I a71 not a buttden on anyone • 
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EXHIBIT 21b 

Wh.ai. iA i.o happen j I f) ,~.' " Ike we i.o be dwnped i.ni.v tAe 

jJJb~. We have wonhed and O/te u.Q~ AanJ /o.ll. ih.e people vt /lJvnimw.. 

-' .' ' .. 

Wh.ai. iA u tlw.:t 'jiJu pevple I.lKlJtf. {Aom iAe lLq,uott di.viAi..v~1. iAai. we ~ rwi. .de1i..vvling/ 

{{Je '/l.e IJXJn.!d..nrt Iuw:L /0.11.. you.' We 'tte p.d:i:i..ru; rrvne1J .i..n;Io tAe fjenf'./l£L£ lund. ;fill 

_. I I , " '. __ .t ._.J. . 1/ / . •. L .. ...L .1. - ? 
40 ca.-<-<.ea fYU-VUA...e eJuCA.p'UAe eff-'IU- LU/IU.. we aAe QO.<ng,. 

lI/i..;fA OU/t 5i:a:te vt /I'vnfnna conf./lo11.iJuJ fiLe 4ale vt lJ.rpoIl. i..i. d,-jt'( -<'~-

/'!ioniana' wo~ (O.ll. and wult (I'vnJ:a.nar,4 • . • And we /1vrdanl1nA don' i. wonh a.tpi.nAi. VUlt vwn • 

• .,J •• <.' 

" 

j;..- . 

5 pea.ki.ng. /ott rrYjAelt, but. 1 I?fWW i.h.a:t rnan.,'1 viAetl4 O/te i...n ih.e .aame 4i..i:uati.on ••• •• 

.. . i i.. J 1 don' i. I1K1.!1i. 10 be (.aced a:t fTlIj Cli)e w.i..th 

havinlJ i.o look /o.ll. ajJJb. 16 i..i.me 1 !/ave rw 4aV~ i.o (..ali back on. and w.dh. 

J:Ae econilfTllj i.h.e I.IX.I.!/ .Lt iA .•.•• job4 atte exhwnel.!f ,4.cvui 10 find. Unemp./nymeni. bene~ 

don 'i. laAi. /o.ll.evelt and fAom :l.h.ette .ii. would. rw doubi. be wel{rut.e. 1 have diAcvvf!./l-ed 

tl r0L~ I I 'I' . 5 _'_I 5 ~ ___ :.t. f~ /"'-~'~ .. -:-~ ~T ~;,~~~.~ :ute 0 ' nz i.oo Wl!fl:'); f-V.Il..u.1 Vc..uz.,(. ec....wtAA.lJ., z...e -..L --t'L..".---/r..<<'~ "'I' 7:.. ' 
-7'l-"'(· --.L <'- .< ~"<!.<:.L !r~r4.-"·L"''}t- .-r1c.y. 1......L - L-,~ -<-"'0.-.-. ...... .<.--0'- I-/t./ci'_-j"'<' n?4!< C'<-zi-: 

ALl v/ my adult li..te 1 lui.ve 4UPfVF.Y:.ed fiLe ';i.a:te v/ /)Jonfnna. 1 pzalj wdh.. all. rru; 

lteaAi. and 4Oul. iha.i. you {LOn 'i. I1W';P me end. up rnalWu; me 4i.a:te vt /lbniwlJ1. /'jllPIVltt 




