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<€~ BILL NO. fi
Ml ,

INTRODUCED BY Wﬁ
b / YA 4

'w} ZILL FOR AN ACT ENTIVLED: ®AN ACT AUTHORIZING

GROLERY
STORES AND OTHERS LICENSED FOR DFF-PREMISES BEER SALES TO ;Z i'
SELL WEINE FOR OFF-PREMISES CONSUMPTION; DELETING WINE F

THE DEFINITION OFf LIQUOR; DIRECTING THE

REVENUE TO WHOLESALE WINE AND TO REFRAIN FROM RETAILING

WINE; IMPOSING AN EXCISE TAX ON THE WHOLESALE TRANSFER OF

WINE; AMENDING SECTIONS 4-1-107s 4-1-201s 4—1-202s 4-3-201,

4-3-202y 4-3-208y 4~-4~20L¢ AND 4-6-105¢y ReleMe 1947."

BE IT ENACYED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section la Section 4-1-107s RaleMs 1347+ is amended to
read as follows:

"4-1-107a

following definjtions apply:

Definitionse As used in this code fthe
{1) “Agency agreement™ means an agreement between the

department and a person appointed to sell 1liquor as a
commission merchants rather than as an employec.

{2) *Alcohol®™ means ethy! alcoholy also called ethanoi
or the hydrated oxide of ethyl.

{3) ™Alcoholic beverage®™ means a compound produced and
drink that

so0ld for human consumption as a contains mwmore

than ene-hatf--of-one-percent-{t0s5%) 1/2 0f)l3 of alcohol by
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volumea
(4) ™deer"™ means a malt beverage containing not mores
than seven-percent—+7%) of alcohol by weights
{5) "Brewar™ means a

person who produces malt

beveragese.

{6} ™Department® means the Montana department of
revenue.

{7y "Immediate family® =means a spouser dependent
childreny or dependant parentse

(8) ™Industrial wuse™ means a use described as

industrial use by the Federal Alcohol Admimistration Act and
the federal rules and regulations of 27 (FR.

{9) “Ligquor™ means an alcoholic beverage except beer

or_winee

{10) "Malt beveraga®™ means an alcoholic beverage wmade

by the fermentation of an infusion or decoctions or a

combination of boths in potable brewing waters of malted

barley with or without hops or their partsy or their

productsy and with or without other malted cereals and with
or without the

addition of unmalted or prepared cereals,

other carbonydratess or products prepared therefromy ang
with or without other wholesome products suitable for human
focod consumptions

{I1) "Package™ means a container or receptacle used for

hotding an alcoholic neverage.
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fiZ) "Proof galion® means a Ue S« gallon of ligquor at
a+xty 60 degrees on the Fahrenheit scale that contains fifey
percent—+50%%F of alcohol by volume.

{13} ™Public place® means a placzs ouildings or
convéyance to which the public has or may be permitted to
have access and any place of public resorte

{14) ™Residence™ means a buildings part of a buildings
or tent where a person residesy but does not include any
part of a building that is not actually and exclusively used
as a private residencee.

{1LS5) "Rules and-—-reqguiations™ means rules and
regulations published by the department pursuant to this
acte

{16) mState 1liguor facility™ means a facility owned or
under control of the department for the purpose of
receivingsy storings transportinges or selling alcoholic
beveragess

(L7) %“State liquor store" means a retail store operated
by the department in accordance with this code for the
purpose of selling distitted-spirits—ond-wines ]jqQuore.

(18) ®"Storage depot® means a building or structure
owned or operated by a brewer at any point in the state of
Montanas off and away from the pre;ises of a brewerys and
which structure is equipped with refrigeration or cooling

apparatus for the storage of beery and from which a brewer
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may sell or aistribute Deer as permitted by this codes

{19) "Warehouse" means a building or structure ownzd or
cperated by a Jlicensed wholesalar for the receivings
storages and distribution of beer as permitted oy this code.s

{20} "Hine™ means an alcoholic beverage made from the
normal alcoholic fermentation of the juice of sounds ripery
fruit or other agricultural products without addition or
abstractions except as may occur in the usual callar
treatment of clarifying and aging and that contains not less
than seven—percent—-{7i}-nor or more than twenty-four—-percent
$24%¥ of alcohol by volume. Wine may be ameliorated to
correct natural deficienciess sweetened and fortified in
accordance with applicable federal regulations and the
customs and practices of the industry. Other alcoholic
beverages not defined as above but made in the manner of
winey labeled and sold as wine in accordance with federal
regulations are also wine."

Section 2. Section 4—1—20ly RaCeMa 1947y is amended to
read as follows:

"4~1-20le Sale of-tiquery or possession of liquory _—=
when unlawfule. (1) Except as provided by this cod2y no
person shal¥ mays within the states by himselfy his clerkes
servants oOr agents expose or keep for salezy or directly or
indiractly or upon any pretensey or upon any devicey selly

or offer to selly or in consideration of the purchase or

-f-



10

11

12

13

ia

15

16

17

13

19

20

21

z2

23

24

25

iC 0115/01

transfer of any propertyy or for any other considerationy or
at the time of the transfer of any propertyy give to any
other person any liquore

{2} No person sha¥t may have or keep any ligquor within
the state which has not been purchased from the state of
Montana; provideds howevers that nothing in this code shaild
prohibit prohibits any person entering this state from any
other statevy or from any foreign countryy from hawving in his
possession not to exceed three—{3} wine gallons of stcoheotie
liguors_wings or beery which +iquor-or—sSeer—sha¥i——have has
been purchased in another state or foreign countrys but no
parson claiming to have so entered the statsy——sha¥® mpay at
any timey have in his possession more than three—{3} wine
gallons of +mtoxiecnting—~-tiquer glcoholic beyerages which
ahat+ has not neave been purchased from a state liquor stores
This subsection shatd does not apply to the departmant or to
the Kkeeping or having of 3%+quor pglcoholic beveragas by
brewerss distillerss and other persons duly licensed by the
United States for the manufacture of such #iquori-nor
beverqgesi or to the keeping or having of any proprietary or
patent medicines or of any 2xtractss essencasy tincturess or
preparations where such having and keeping is authorized by
this code.

(3) Nothing contained in this section shat¥-apply

apptias te tha possession by a8 sheriff or his bailiff of
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++quor algcohgolic bDeverages seized under execution or sther
judicial or extre—jodiciat pxtrajudicial process mor .gr to
sales under executions or other judicial or extre-judicist
extrajydicial process to the departmenty or in the case of
beer to a brewers beer licenseey club licenseesy or canteen
lTicensees™

Section 3. Section 4-1-202y ReleMa 1947+ is amended to
read as follows:

"4~1-202« Application of codee {1} Nothing in this
code sha¥i-prevent prevents any brewer"distEIIer' or other
person duly.licensedy under the provisions of any statute of
the United States of Americay for the manufacture of. diguory
alcoholic  Deverages from having or keeping tiquer an
alcogholic beverage in a place and in the manner authorized
by or under any such statute.

12} It is hereby declared to be the opolicy of the
state of Montana that the manufacture of Hquer alcohglic
beveragess including the distillations rectifications
bottlin)y and processing as these terms are defined under
the provisions of the laws of the United Statess shall be
authorized and permitted by any brewers distillers
rectifiery or other person duly ticensed under any provision
of any statute of the United States of Aamerica in a place
and in the manner authorized by or under any statute of the

United States provided the Mentana—-state da2partment of
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revenue may make such regulations ryles as the department
deems CcONnsiders necessary wWith respect theretos not
inconsistent with this codey or with the statutes of the
United States of America or regulations issued under the
provisions of the federa}l Fgderal Alcohol Administration
Acty tit¥e Title 27+ United States Codes sections 201
through 212 inclusives or regulations issued under the
provisions of the Internal Revenue Codey. titte-26 Title 260
United States Codey sections 5001 through 5693y inclusives

1t2¥L3) Nothing in this code sha¥i—prevent— prevents:

fa) ¥Fhe the sale of liquor gr wine by any person to
the department;

{b) Fhe the purchaser importations and sale of liquor
or _wine by the department for the purposes of and in
accordance with this code.®

Section 4« Section 4-3-201ly ReCeMe 19474y is amended to
read as follows:

"4-3-201. Possessions manufacturey or disposal of beer
or _wing in other manner than prescribed unlawful. It shatd
be is untawful to manufacturegy or selly o+ dispose ofe or
possess for the purpose of sales beer por wine of any kxind or
character of an alcoholic content greater than herein
prescribedy or other than in the manner permitted by this
codea"

Section 5« Section 4-3-202y ReCeM. 19474 is amended to
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read as follows:

%4-3-202s. Beer or wine sale by department prohibiteds

‘The sale of beer or retail sale of wine by the department is

hereby prohibited.™

Section 6« There is 3 new ReleMe section that reads as
follows:

Purchase of wine for off-prewmises salee Persons
licensed under 4—4-201y subsection (4) or 4—4-202 to sell
wine for off-premises or on—-premises consumption may
purchase wine from the department in lots of one case or
mores upon payment of the department®'s purchase prices the
excise taxe and shipping costs from the department to the
purchasere The department®s purchase price includes
shipping costs from the winery to the departmente.

Section 7. There is a3 new ReC.Me section that reads as
follows:

department to wholesal= wine -— procedure. The
department shall purchase from wineries such types and
quantities of wine 3as licensed retailers of wine request or
as may further seem proper to the departmente

Section 8. There is a new ReC.Ms section that reads as
follows:

Excise tax on wine —— rate. The department shall charge
and collect an excise tax on the wholesale transfer of wine

at the rate of 56% of the price of the wine feoebe winerys

-8~
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A1l tax collected under this section shall be paid into the
general funde

Section 9. Section 4—3—308es ReC<Ms 19474 is amended to
reag as follows:

*4-3-398. Refilling of liquor or _wine bottles
prohibitede No person who sellsy or offers for saley 1iguor
or wings mor gr the agent or employee of such persony may—3:

{1} place in any liquor or wine bottle any tiquor
whatsoever type of alcoholic beverage other than those Lhat
contained in such bottle at the time of stamping by the
federal government; or

{2) possess any liquor gr mjne bottle in which any
liquor or mine has been placed in violation of subsection
{1); or

{3) by the addition of any substance whatsoever to any
liguor or_wine bottles in any manner alter or increase any
portion of the original contents contained in such bottie at
the time of stamping by the federal government; or

(4) possess any liquor gr_wine bottles any portion of
the contents of which has been altered or increased in
violation of subsection (3); except that this saction dces
not prohibit any reuse of liquor pr wine bottles which is
permitted under 1aws or regulations of the federal
governmente™

Section 10« Section 4-4~201le¢ ReCeMa 1947+ is amended
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to read as fol¥lows:
"4—4—-201e Issuance of retail beer licenses —— limit on
number of beer licenses —— wine license amendments -- ratail

license fees (1) Except as otherwise provided by Taws a
license to sell beer at retaily or beer and wine at retail
pursuant to subsection {2)s in accordance with the
provisions of this set gode and the reguietions rules of the
department sf-revenuey may be issued to any persons firms or
corporation who shedd-be js approved by the department as a
fit and proper persons firms or corporation to sell beerts
providedy that:

(a) the number of retail beer licenses that the
department may issue for premises situated within
incorporated cities and incorporated towns and within a
distance of f+ve—-{5% miles from the corporate limits of such
cities and towns shall be determined on the basis of
population as shown o0y the most recent official United
States census authorized by €Eongress congresss to—wit
namely: ¥n in incorporated towns of Ffive—-hundred——{500%
inhabitants or less and within a distance of €five—-45% miles
from the corporate limits of such townss not more than one
¥t} retail beer licenses which sha¥t may not be used in
conjunction with a retail liquor 1license; in incorporated
cities or incorporated towns of more than five—hundred—{5003}

inhabitants and not over two—thousand-{2,000%+ inhabitants

-10-~
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and within a distance of five-{5} miles from the corporate
limits of such cities or townss one +3¥ beer license for
each five-hundred-{500% inhabitants which satd beer license
shatt. may not be wused in conjunction Wwith retail liquor
licenses; in incorporated cities of over two——thoussnd
4220004 inhabitants and within a distance of five—{5% miles
from the corporate limits of such citiess two {24 additional
retail beer licenses for the first ¢wo——thousand-—+$2,000%
inhabitants or major fraction thereof and one {ti} additicnai
retail beer license for each additional two—thousand—$23000%
inhabitants which shalt} gay not be used in conjunction with
retail ltiquor licenses. The number of the inhabitamts in
such cities and townsy exclusive of the npumber of
inhabitants residing within a distance of five—45% miles
from the corporate limits thereofs shall govern the number
of retail beer licenses that may be issued for use within
such cities and towns and within a distance of five-$5}
miles from the corporate limits thereoft--providedy——that
wheres Where two $2% or more incorporated municipalities are
situated within a distance of five——£5% miles from each
others the total number of retail beer licenses that may be
issued for wuse in both of such municipatities and within a
distance of five-45) miles from their respective corporate
limitsy shall be determined on the basis of the combined

populations of both of such municipalities and sha3l may not
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exceed the foregoing limitationses The seid gistance of five
5% miles from the corporate limits of any incorporated city
or incorporated town shall be measured in a straight line
from the nearest entrance of the premises proposed for
licensing to the nearest corporate boundary of such city or
towne Retail ‘beer licenses of issue on the date of the
passage and approval of this act and which are in excess of
the foregoing limitations shall be renewables but PO new
licenses sha¥¥ may be issued in violation of such
limitationst—providedy—that—suchy Such Timitations shald may
not prevent the issuance of a nontransferable and
nonassignable retail beer license to any post of a
nationally chartered veterans® organization or any lodge of
a recognized national fraternal organizations if such
veterans' or fraternal organization has been in existence
for a period of five—+5% years or more Drior to Janvary 1.
1949, Mo incorporated city or incorporated town may by
ordinance restrict the number of licenses that the
department may issuety provided that no retail beer license
may be issued by the department for any . premises situated
within any zone of such city or towa wherein the sale of
beer is prohibited by ordinances a certified copy of which
has been filed with the departmente The department sheld
have—-diseretion—to pay deny the issuance of a retail beer

license if it shali-deterarne detecrmines that the premises

-12-



10

11

12

13

14

15

17

13

19

20

2L

22

23

24

25

LC 0115701

proposed for licensing are off regular police beats and
cannot be properly policed by local authoritiess

(b} The number of retail beer 1licenses that the
department may issue for use at premises situated outside of
any incorporated city or incorporated town and outside of
the area within a distance of <Ffive-—£5% miles from the
corporasted corporate lTimits thereofy or for use at premises
situated within any unincorporated town shall be as
determined by the department in the exercise of its sound
discretionty providedy that no retail beer license shalt may
be issued for any premises so situated unless the department
shati—determine detdrminegs that the issvance of such liczanse
is required by public convenience and necessity.

(2) A person holding a 1license to sell beer for
consumption on the premises at retail may apply to the
department for an amendment to the license permitting the
holder to sell wine as well as beer. The division may issue
such amendment if it findssy on a satisfactory showing by the
applicants that the sale of wine for consumption on the
premises would be supplementary to a restaurant or prepared
food businesss A person holding a beer-and-wine license may
sel) wine for consumption on the premisese He may buy wina
only at retail from the department. Nonretention of the
beer licenses, for whatever reasons shall mean automatic loss

of the wine amendment licensea

—-13-
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(3) The annual license fee for a license to sell ‘wine
on the premisesy when issued as an amendment toc 3 beer only
licznse shall pe two—hundred-dotiars—€3200%.

{4) A retail ticense to sell beer and. wine in the
original packages for off-premise consumption only may be
issued to any persony firms or corporation who shati——be jg3
approved by the department as a fit and proper persons firmy
or corporation to seli beer and wine and whose premjses
proposed for licensing are operated as a bona fide grocery
store or 3 drugstore licensed as a pharmacy. The number of
such licenses that the department may lssue shald js not b=
limited by the provisions of subsection (1) of this sections
but shall be determined by the department in the exercise of
its sound discretiony and the department may in the exercise
of its sound discretion grant or deny any application for
any such license or suspend or revoke any such license for
causee. The annual license fee for a license to sell beer
and wine at retail for off-premises consumption shall be the
same as for a retail beer license«”

Section 1lle Section 4—6~105y ReCeMe 1947, is amanded
to read as follows:

"4-6-105« Bottle clubs prohibitede The coperation of
beers wines or liquory or alcoholic beverage bottle clubdbs is
hereby prohibited by any persons personss partnerships firmy

corporationy or associations A bottle club is hereby defined

—14-
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35 any persons personsy partnershipy firme corporations or
association waintaining premisess not licensed for the sale
of beers wines or liquors for a fee or other considerations
including the sale of foody mixesy icees or any other fluids
for alcoholic Hquers heveragess or otherwise furnishing
premises for such purposes and from which they would derive
revenue.

Section l2. Severability. If 3 part of this act is
invalide all valid parts that are severable from the invalid
part remain in effecte If a part of this act is invalid in
one or more of its applicationss the part remains in effect
in all wvalid applications that are severable from the
invalid applicationse.

~End-
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STATE OF MONTANA
REQUEST NO. ___66-77
FISCAL NOTE

Form BD-15 g

In compliance with a written request reczived January 13 , 19 77 , there is hersby submitted a Fiscal Note
for Senate Bill 85 pursuant to Chapter 53, Laws of Montana, 1985 - Thirty-Ninth Legislative Assembly.
Background information used in developing this Fiscal Note is available from the Office of Bucdget and Program Plamning, to members
of the Legislature upon request.

DESCRIPTION QF PROPOSED LEGISLATION

This bill authorizes grocery stores and others licensed for off-premises beer sales to
sell wine for off-premises consumption; deleting wine from the definition of liquor;
directing the Department of Revenue to wholesale wine and to refrain from retailing
wine; imposing an excise tax on the wholesale transfer of wine.

ASSUMPTIONS

Assume sales and expenditure data as given in Table 14 of the Legislative Fiscal Analyst's
report entitled "Fiscal Impacts of Altering Montana's Liquor Distribution System” and
Department of Revenue records.

Assume that 670.off-premises wine licenses are issued.
There are four alternative scenarios:

I. No change in wine sales volume, direct shipment from warehouse to retailer
(with no increase in transportation costs).

II. No change in wine sales volume, shipments from warehouse to state liquor stores,
state liquor stores sell wine at wholesale to retailers.

III. 100% increase in wine sales volume, direct shipments from warehouse to retailer
(with no increase in warehouse costs, and proportional increases in transportation
costs). .

IV. 100% increase in wine sales volume, shipments from warehouse to state liquor stores,
state liquor stores sell wine at wholesale to retailers (no increase in Department
of Revenue costs, except for proportional increases in transportation costs).

FISCAL IMPACT

Depending upon the assumptions used, the net effect of this bill will be as follows:

FY 78 FY 79

$-2,201,646 to $+61,271 $-2,333,635 to $+58,391

{(CONTINUED ON PAGE 2)
BUDGET DIRECTOR

Office of Budget and Program Planning

Date: -




STATE OF MONTANA
‘ ' REQUEST NO. 6677
FISCAL NOTE

-
Form BD-15
in compliance with a written raquest recaived January 13 ,19 .77 there is hereby submitted' a Fiscal Note
for ____Senate Bill 85 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

Page 2

FISCAL IMPACT (Cont.)

In particular, .
Current Law Scenario I Scenario II ‘Scenario ITI Scenario 1V

Total Net Revenue FY 78 $3,631,287 $1,854,894 $1,429,641 $3,692,558 $3,267,305
Total Net Revenue FY 79  $3,815,070  §$1,942,834 51,481,435 §$3,873,461 $3,412,062

EFFECT ON COUNTY OR OTHER LOCAL REVENUE

Under the proposed law, wine would no longer be classified as "liquor", and therefore the 5%
liquor license tax would no longer be applicable. 80% of revenues from liquor license tax
are currently allocated to local governments (60% to cities & towns, 20% to counties).

m ~refore, approximately $248,000 in FY 78, and $260,000 1n FY 79, w0uld not be distributed
wgomatically to local jurisdictions.

LONG-RANGE EFFECTS

Depending upon distribution method employed by Department of Revenue, and upon the amount
of hypothetical increase in wine sales attributable to retail sales in grocery stores and -
pharmacies, the impact on total net wine revenue will either be negligible or cause net
revenues to decrease by up to 60%.

TECHNICAL NOTE

Department of Revenue would need to substantially modify warehouse operations and inventory
management methods under scenarios I & III -- contrary to assumption of no increase in
departmental operational expenditures.

The proposed law does not permit the Department of Revenue to chang‘e retailers for the

Department's handllng costs associated with wine, whereas the markup on l:.quor does include
operational costs.

A

PREPARED BY DEPARTMENT OF REVENUE

I‘éA,_-;A"?—-‘ --'-\'? (‘,f g h--"'-w-Ti\l—-\
BUDGET .DIRECTOR </ \

- Office of Budget and Program Planning

Date: ____ /=277




STATE OF MUONTANA
REQUEST NO. 66-77 Amended

FISCAL NOTE (2nd Amendment)
Form BD-15
In compliance with a written request received . __Janugary 18 .19 77 _ | there is hereby submitted a Fiscal Note
for .- Senate #ill 85 -— - pursuant to Chapt2: 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background information used in developing this Fiscal Nota is available from the Office of Budget and Program Planning, to members

of the Legislature upon request,

DESCRIPTION OF PROPOSED LEGISLATION

This bill authorizes grocery stores and others licensed for off-premises beer sales to
sell wine for off-premises consumption; deleting wine from the definition of liquor;
directing the Department of Revenue to wholesale wine and prohibiting the Department
from retailing wine; imposing an excise tax on the wholesale transfer of wine.

ASSUMPTIONS

Assume sales and expenditure data as given in Table 14 of the Legislative Fiscal Analyst's.
report entitled "Fiscal Impacts of Altering Montana's Liquor Distribution System", p. 27.

Assume that 670 off-premises wine licenses are issued.
There are four alternative scenarios:

I. No change in wine sales volume, direct shipment from warehouse to retailer
(with no increase in transportation costs).

II. No change in wine sales volume, shipments from warehouse to state ligquor stores,
state liquor stores sell wine at wholesale to retailers. (No transportation cost ~’
from state liquor stores to retailers.)

III. 100% increase in wine sales volume, direct shipments from warehouse to retailer
{(with no increase in warehouse costs, and proportional increases in transportation
costs).

IV. 100% increase in wine sales volume, shipments from warehouse to state liquor stores,
state liquor stores sell wine at wholesale to retailers (no increase in Department
of Revenue costs, except for proportional increases in transportation costs).

FISCAL IMPACT

Depending upon the assumptions used, the net effect of this bill will be as follows:

_FY 73 FY 79
$-1,715,120 to $+546,797 $-1,809,886 to $+582,140

{Continued on page 2)

BUDGET DIRECTOR
Otfice of Budgst and Program Planning

Date: ___




STATE OF MONTANA
REQUEST N0, _96—77 Amende

FISCAL NOTE : {Znd Amendment)
b’ Form BD-15
. . PV I . Y P . ™ i e .
In compliance with a written request received Janyary 18 , 18 77 , there ¥ fwreby stibmritted a Fiscal Note
for Senate_Bill 85 pursuant to Chapter §3, Laws of Montana, 1966 - Thirty-Ninth Legisiative Assembly.

Background information used in developing this Fiscal Note is availabite from the Offioe of Budget and Pragriem Planning, to members
of the Legislature upon request,

A TR Y " PSRy o

Page 2
FISCAL IMPACT (Cont.}

Current Law  Bcenario | Scenario 11 Seenario 111 Scenario 1V
Total net revenue FY 78 $3,145,761 $1,854 804 $1,420 641 $2.,692,558 $3,267,305
Total net revenue. FY 79 $3.291,321 $1,042 834 $1,481 435 $3,873,481 $3412,062

NOTE: The various scenarios are presented in order to present a fiscal impact “range” since it is unknown at this time
the effect of the proposed legislation on wine sales valume, It is generally agreed that enactment of such legislation will
increase sales volume. A report by the Lepislative Fiscal Analyst indicates that, based en the experience in four other
states (ldaho, Maine, Virginia, and Washington), a doubling of sales may be conservative.

EFFECT_ON COUNTY OR OTHER LOCAL REVENUE

Under the proposed law, wine would no longer be elassified as “tiquor”, and therefore the 5% liquor ficense tax would no
longer be applicable. 80% of revenues from liquor license tax are currently allocated to local governments {60% to cities
and towns, 20% to counties). Therefore, approximately $248,000 in FY 78, and $260,000 in FY 79, would not be dis-
tributed automatically to local jurisdictions.

LONG—-RANGE EFFECTS
Depending upon distribution meéthod emiployed by Department of Revenue, and upon the amount of hypothetical increase
in wine sales attributable to retail sales in grocery stores and pharmacies, the impact on total net wine revenue will be in

the range —55% to +17%.

TECHNICAL NOTE

Department of Revenue would need to substantially modify warghouse opérations arxl inventory managernent methods under
scenarios | & I - - contrary to assumption of no increase in departmental operational expenditures.

The proposed law does not permit the Department of Revenue to charge retailers for the Department’s handling costs
associated with wine, whereas the markup on liguer does include operstional costs.

PREPARED BY DEPARTMENT OF REVENUE 2 Ao d P Do 6)"
BUDGET DIRECTOR

Ottice of Budget and Program Planning
- Date: . & /777
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Approved by Committee
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i SENATE HILL NOa 35 i tne stote of Hontana on sales of wine is to ratain a
z INTRODUCED BY GUODOVERy ROBERTSs 2 complete monopoly by the sta te over the importation and
3 #ATHERS+ REGANs STEPHENSe LOWEy HAZELHAKIR, 3 scquisition of wine from wineriess making an agency of the
4 GHAHAMy HIMSLy DLSONy MURRKAYe GERGRENy MANLEY, 4 state the sole wine wholesaler of first instancee This
5 HAGo<e BLAYLOCKy XOLSTADy TOWEy ROSKIE, FASBENDERs STORY 3 policy permits the state wine wholesaling agency to del=gate
5 & certain wholesaling functions to distributors under strict
7 A BILL FGR AN ACT ENTITLED:  “AN ACT AUTHORIZING GROCERY T licensing controls. These functions of handling and
s STURES AND  OTHERS LICENSED FOR OFF-PREMISES BEZk SALES TO 8 distrioputing wine to approved wine retailers may also be
3 SELL AINE FUR OFF-PREMISES CONSUMPTIGN} BEEEFING—-WINE——FREOM 9 exercised by the state agency through the state warehouse
1u FHE-—BeFENEFEON-—OF—-EFOUBRT DIRECTING THE DEPARFMENT CF 10 and state liquor stores.
11 REVELUE TU WHOLESALE WINE AND FO-REFRAIN-FROM-REFAILING-WINE i1 Section 2. There is a new section in Title &4» ReCeMs
1e PRAOYIDING ALTERNATIVE WHOLESALING PROCEDURESS REYISING iz 1947+ that reads as follows:
13 CONIRIL AYD MARKETING POLICIES WITH RESPECT 1O WINES 13 Cepartment to wholasale Wine -- procedures -—-
14 IMPOSING AN EXCISE TAX ON THE WHOLESALE TRANSFER UF  wINE; 14 penaltiese (1) The department of revenue shall purchase from
1> AAZNDING SECTIONS 4=1-10Fy——4—t-28ty-——4-I—2d2v-—4-3—20ivy 15 wineries such types and quantities of wine as licensed
15 4—3-23Pg-—4—3-288 4-1-40] 4-1-403 4-2-102 §-2-20% 16 distributors or retzilers of wine request or as may further
17 4=3-107s _4=3-30Ty ANDe 4—4-201s AND—4—6—185y R.leMe 19475 17 seem proper to the dercartment. Orders shall be shipped to
14 ANC_PAUYIDING A DELAYED EFFECIIYE DATE" is tne dJepartment®s warehouse in Helenas or in the discretion
12 19 of the departments to the warehouse of 2 wine distributoras
20 3E IT ©NACTED BY THE LEGISLATURE OF THE STATE O MONTANA:Z 26 Ia tne Jatter cases the winery shall send a copy of the
21 Refer to Introducad 2ill 21 invoice to the department. Shioment may be made by any
22 {Stri-e everythin: after the enacting clause and insert:) 22 commen carrier or Dy a wine distributor®’s own private
23 section le There is A new section in Title 4y FReleMe 23 carrizre The department mays upon immediate notices inspect
o4 1947y taat reads as follows: 264 tine records of a distributer or winery at any time durina
25 »olicy as to the sales of wines The nudlic sclicy of 25 reaulsr business hours.
—£= Sg 85
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i2) {a) If a licensed distributor of wine knowingly
fails to report or in any manner knowingly falsifies a
dirzct shipment of wine from a winerys the denartaent shall
suspend hRis privileage to sell wine for 30 Jays upon a first
violation and for 60 days upon a second violations and shall
revoke his privileae to sell wine upon a third violation.

{b) 1f a winery knowingly fails to report a direct
purchase of wine or knowingly misrepresents any matter
concerning invoicings pricings shippings and the likes the
department shall revoke its privileae to sell wine in the
state of Montanae.

(c) The foregoing violations are <civil violationse
provable by a mere preponderance of the evidence.

Section 3« There is a new saction in Title 49 ReCeMa
19479 that reads as follows:

dine distributor®s license —- application and issuance
—= records —— sanctionse (1) Any person desiring to sell and
distribute wine to retailers under the provisicns of this
code shal) apply to the department for a2 license to do so
and cender with his apnlication the license fee of $£400 and
the departmept ray issu2 licenses to qualified apnlicants in
accordonce with the provisians of this cod=. The license
shall be at all times prominently displayed in the rlace of
ousin?ss of such distributora

(z) Any individual or partnership wiich has been

-3- S5k 85
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licensed a5 a wine distributor mays uvpon incorporation in
accordance with the laws of the state of Montan2s transfer
such license to the corporation if a majority of the capital
stock thereof if held by the individual or the members of
the partnership; or if applicant is a3 foreign corporation
tne corporation must be authorized to do business in
Montana. Each applicant shall have a fixed place of
busin=2ssy sufficient capitaly the facilitiesy storzhouses
receiving house or warehouse for the receiving ofs storages
handling and moving of wine in large and jobbing guantities
for distribution and sale in original packages to other
licensed distributors or licensed vretailers. FEach wine
distributor shall be entitled to only one distributor®s
licenses which license shall be issued for his principal
place of business in Montana. Howevers a wine distributor
may =a2lso hold a license to wholesale beer under 4-4-103s or
a licanse to sell beer and wine at retail for consumption
off *he premises of one or more bona fide drocery stores
under 4-4-201(4).

{3) Al wine manufactured ocutside of the state of
Montana and shipped into Montana shalle when such shipment
is authorized by the departmenty be consignea to and shipped
to a licensed wine distributerys and by him unloaded into his
wirehouse in Montanae The wine distrituter shall distribute

the w~ine from this warehouse. The wine distributor shall

—4- Sg 8%
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ke2ep records at his principal place of husiness of 211 wine
including the name or kind receiveds on hants sold and
distributed; these records may at all tim2s durina requiar
businsss hours be inspected by any member or representative
of the departmente Any wine which has been shipped into
Montana and has not been shipped to and distributed from the
departmant®s warehouse ors under autharity of the
departments from a warehouse of 3 licensed wine distributor
shall be seized by any peace officer or representative of
the czpartment and may be confiscated in the wmatter as
grovided for the confiscation of liquore

Saction 4.There is a new section in Titlae 4¢ RaCeMe
1947y that reads as follows:

Purchase of wine for off-premises sales Persons
licensed under &-4-20ly or 4-4-202 tc sell wine for
off-premises or on—premises consumption may purchase wine
from tne warehcuse of the dapartment or from 3 licensed wine
distrioutor in lots of one case or morz. The purchase nrice
shall include the fa.o0.be winery pricey the excise tax
tnereony shinping and handling costsy and such additional
prices 3s a licensed wine distributor may impose if he
handles the wines

Section %« There is a3 new section in Title & ReCaMe
lv4is tnat reads as follows:

Excise tax on wine —- rates The department snall charge

-5= 33 8BS
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and collect an excise tax on the sale of wine using the
basic formula of 30X of the price of the wine feDabe winery
plus 1 per aatlons provided that the total excise tax
calculsted from the basic formula shall not exceed $2.50 per
gallon. The excise tax on wine sold in bottles containing
less than 64 ounces is 100 percent of the basic formulas
The excise tax on wine sold in bottles containing 64 or more
ounces but less than 128 ounces is 85% of the basic formulae.
The excise tax on wine sold in bottles containing 128 ounces
and over is 62 percent of the basic formula. Ten percent of
all taxes collected under this section shall be distributed
to local governments in accordance with the formula set
forth in 4&-1-401. The balance shall be paid into the
general funde

Section 6. Section 4—1-401es ReleMs 1947» is amended to
read as follows:

"4-1-401l. License tax on liquor - amount -
distribution of proceeds. The department of revenue is
hereby authorized and directed to chargees receive and
collect at the time of sale and delivery of any ltiquor
except wine under any provisions of the laws of the state of
Montana a license tax of five parcent (5%} of the retail
selling price on all ligquor except wine so solid and
daliverede 3aid tax shall be charced and collected on all

tiquor hroutht into the state and taxed by the department of

—-6- Sg 85
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revenues The retail selling price shall be computed by
adding to the cost of said liquor the state markup as
designated by the department. Said five percent (3%)
license tax shall be figured in the same manner as the state
excisz tax and shall be in addition to said state excise
taxe The department of revenue shall retain the amount of
such five percent (5%} license tax so recesived in a separate
accountes Four-fifths (4/5} of these revenues shall be
distributed to the counties according to the amount of
ligwor purchased in each countye One-fifth (1/5) of these
revenues shall be deposited in the general funde Provideds
howevers in the case of purchases of liquor by a retail
liquor licensee for use in his businesss the department
shall make such regulations as are necessary to apportion
that proportion of Jlicense tax so generated to the county
where the licensed establishment is Jlocateds for use as
provided in section 4-1-402s ReCeMe 1947. The department of
revenue shall pay quarterly +to each county treasurer the
proportion of the license tax due each county.

The county treasurer of each county shall retain
one-fourth (1/4) of said 1Vlicense taxe and shalls within
thirty {30} days after reaceipt thereofs apportion the
remaining three-~fourths (3/4) thereof to the trezasurers of
the incorporated cities and towns within his countys said

apportionnment to be based in =ach instance upon the
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proportion which the gross sale of liquor in such
incorpcrated city or town baears to the gross sale of liguor
in a1l ot the incorporated cities and towns in his said
countye®

Section Te Section 4-1-403y RelesMa 1947+ is amended to
read 3s follows:

#5-1-403e Excise Tiquor tax -- c¢ollectione The
departwent of revenue is hereby authorized and directed to
chargee receive and collect at the time of the sale and
delivery of any liaquor gxcept wine as authorized under any
provision of the laws of the state of Montana an excise tax
at the rate of sixteen per centum (16X} of the retail
sellinc price on all liquor gxcept. wine so sold and
delivereds The Montana department of revenue shall retain
the amount of such excise tax received in a separate account
and shall deposit with the state treasurers to the credit of
the general funds such sums so collected anag received not
later than the tenth (10th} day of each and every month.™

Section 8e Section 4~2-102y ReCaMa 1947y is amended to
read as follows:

*4-2-102« Containers to be sealed with official seal
—— onening nackage on liquor store premises forbiddens No
distilled spirits oer—wine shall be sold to any opurchasers
except in a8 packagzs sealed with the official seal

prescribed by this acts which package shall not be opened on

m
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the premises of a state store.®

Section 9. Section 4-2-204s ReCeM. 1947y is amended to
read as follows:

"4-2-204s Department to sell to licensees -- posted
prices The department is hereby authorized teo sell through
its stores all kinds of +iquoervy—wine—ond-cordieads distilled
spirits kept in stock to licensees licensed under this code
at th2 posted price thereof in the store in which said
liquor is solde A1 sales shall be upon a cash basiss. The
posted price as used herein shall mean the retail price of
such liguor as Ffixed and determined by the department of
revenue and in addition thereto an excise tax as in this act
provideda®

Section 10e Section 4—3-102s ReCeMe 1347y is amended
to read as follows:

“4-3-1062. Liquor container must have been sealed with
official seale. Except in the case of--

{(2) liquor imported by the states or by the
department; or

o) Viquor had and kept by a persons a2nd in a place
and manner referred to in section 4-1-202; or

f{<} _wing 1awfully had or kept under this code: or

te¥{d} beer and malt ligquore Jawfully had or kept
under this code; or

td¥Le)} any liquor kept for sale by a druogist under

-9- S 85
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this code no liguor shall be keot or had by any person
within the state wunless the packages not including a
decanter or other receptacle containing the liquor for
immediate consumptions in which the liquor is contained hase
while containing that liquors been sealed with the official
seal prescribed under this codeo™

Section lla Section 4~3-307s ReleMe 1947+ is amended
to read as follows:

"4-3-307. Sale of 3Iiquer distilled spirits at less
than posted price forbidden. It shall be unlawful for any
licensee under the provisions of this code to resell any
+iquor distilled spirits purchased by such licensee from a
state liquor store or the state of Montana for a sum less
than the posted price established by the said store and paid
by the licensee therefor."™

Section 12« Section 4-4-201ls ReCeMe 1947 is amended
to read as follows:

"4—4-201. Issuance of retail beer licenses — limit on
number of beer licenses -- wine license amendments —— retail
license feea. {1} Except as otherwise provided by lawe a
license to sell beer at retaily or beer and wine at retail
pursuant to subeeetidon suybsection (2) or (4)r in accordance
with the provisions of this aect code and the requiations
rules of the department eof-revenude, may be issued to any

persons firme or corporation who shati—be j§5 approved by the

=10- Sg 85
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dapartment as a fit and prooer persony firme or corporation
to sell beer4: providedy that:

{a) the number of retail beer licenses that the
department may issue for premises situated within
incorpcrated cities and incorporated towns and within a
distance of five—{5% miles from the corporate limits of such
cities and towns shall be determined on the basis of
populotion as shown by the most recent official United
States census authorized by €ongress conjresss to——wit
namely: ¥n ipn incorporated towns of five-hundred—{500%
inhabitants or less and within a distance of five—{5% ailes
from the corporate limits of such townss not more than one
+31¥ retail beer licensep wWhich shead} pmay not be wused in
conjunction with a retail liquor license; in incorporated
cities or incorporated towns of more than five—hundred-t500}
inhabitants and not over two—-thousand-—4230003 inhobitants
and wWwithin a distance of five—15} miles from the corporate
timits of such cities or townss one ¢t} beer license for
vach five hundred {50G) inhabitants which se+d bzer license
shett pay not be used in conjunction with retail 1liquor
licenses; in incorporated cities of over twi-thousend
4210004 inhabitants and within a distance of f+ve-{5% miles
trom the corperat= limits of such citiess two 2% additional
retail heer licenses for the first two—thousand—{2;000%

inhabitants or major fraction thereof and one i} additional
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retait beer license for each additional two—thousand—{2,000%
inhabitants which sha¥} may not be used in conjunction with
retail liguor licenses. Tne number of the inhasbitants in
such cities and townssy oxclusive of the nuymber of
inhabitants residing within 8 distance of five—$5F miles
from the corporate limits thereofs shall govern thes rumber
of retail beer Jlicenses that may be issu2d for use within
such cities and towns and within & distance of five—45%
miles from the coroorate limits thereoft-providedy—that
where, dHhere two {24 or mora incorporated municipalities are
situated within a distance of 'Ffive——+5% miles from each
others the total number of retail beer licenses that may be
issued for use in both of such municipalities and within 2
distance of #f+ve—{5} miles from their respective corporate
limitss shall be deterwmined on the basis of the combined
populations of both of such municipalities and shall not
exceed the foregoing limitationse The savd distance of fiw=n
+5% miles From the corporate limits of any incorporated city
or incorporated town shall be measured in 3 straight line
from the nearest entrance of the premises pronnsed for
licenzing to *h2 nearest corporate boundary of such city or
towWDe #etail beer licznses of issue on the date of the
passail~ and approval of this act and which are in excess of
tne teregoine limitations shall be renewadles but no new

licenses wshedd may bz issued in violation of such
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limititionst-providedy—that-suehy Such limitations shat¥ pay
not orevent tne issuance of a nontransferable and
nonassignable retail oDbeer license to any post of E]
nationally chertered vaterans® orcanization or any lodge of
a recojnized national fraternal organizations if such
veterans® or fraternal organization has been in existence
for 2 period of five-t5% years or more prior to January 1l»
1949« No incorporatad city or incorporated town may by
ordinance restrict the numbér of licenses that the
department may issue+ds provided that no retail beer license
may be issued by the department for any premises situated
withia any =zone of such city or town wherein the sale of
beer is prohibited by ordinances a certified copy of which
has been Ffiled with‘the departmente The department shatd
have-s+seretion-to may deny the issuance of a retail beer
license if it shea¥i-determine dotermipes that the premises
preposz3 for licensing are off regular opnlice beats and
cannot Ye vroperly policed by local authoritiess

{p) The number of retail beer licenses that the
department may issue for use at premises situated outside of
any incorporated city or incorporated town and cutside of
the area within a distence of five-—-45% miles from the
eorporated corporate limits thereofy or for usz at premises
situate’ within any wnincorporated town shall be as

internined by the department in the exercise of its sound

[
o
w
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discrationts providedy that ro retail beer license shatt pay
be issuea for any premises so situated unless the department
shati-determine determines that the issuvance of such license
is rejquired by public convenience and necessity.

{2) A person holding a license to sell beer for
consumption on the premises at retail may apply to the
department for an amendment to the license permitting the
holder to sell wine as well as beere. The division may issue
such amendment if it findss on a satisfactory showing by the
applicants that the sale of wine for consumption on the
premises would be supplementary to a restaurant or prepared
food businesse A person holding a beer-and-wine license may
sell wine for consumption on the premises. He-mey-—buy-—wine
onty-st-retati-from—the-departments Nonretention of the beer
licensey for whatever reasons shall mean automatic loss of
the wine amendment licensea

{3} The annual license fee for a license to sell wine
on tne premisesy when issued as an amendment to a beer only
license shall be two-hundred—dotiors—$3$2003.

(4) A retail license to sell beer apd _wine iin the
oriziial oackages for off-premise consumption only may be
issuel to any persone firm or corporation who shald——be js
approved by the department as a fit and proper persons Firmg
or carporation to sell beer and wine and whose premises

pronos=d for licensinz 3ra oporated as a bona fide grocary
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store or a drugstore licensed as a pharmacy. A bona fids
Jrececy _stora means either & _¢2tail establisbment where
acticlews of _staple _foodstuffss housebold supdligss meatss
nroduczee _and dajry prodycts ere  kept . in_ _sufficient
inyentories. for general trade and are sold for consumotion
orf tac _orenisess Or 3 speci2liy wine and cheese shop which
selis _inported cheeses and wines at Yeast 30% of jts
ioaventory Dy yaluee The pumber of such Jicenses ithat  the
department may  issue sha¥d js not be limited by the
provisions of subsection (1)} of this sections but shall be
determined by the department in the exercise of its sound
discretions and the department may in the exercise of its
sound discretion grant or deny any application for any such
license or suspend or revoke any such license for causes
The annual license fee for a license to sell beer and wipne
at retail for off-premises consumpticon shaltl be the same as
for a retail beer licensea.™

jection 13. Fffective doate. This act is effective
February 1ls 1978,

—End-
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