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INTRODUCED BY 

~ BILL FOR AN ACT ENTITLEOz •AN ~CT TO REMOVE THE ST~TE 

FROM THE RETAIL LIQUOR BUSINESS; AMENDING SECTIONS 16-1-103• 

16-1-106, 16-l-30ltt l6-l-lt019 16-1-ltOlt, 16-2-lOlo ANO 

16-2-201, IICA.• 

BE IT ENACTED ay THE LEGISLATURE OF THE STATE OF MONTANA~ 

Section 1. Section l6-l-l03o MCAt is a•ended to read: 

"16-1-103. Pol icy as to retail sale of liquor. It is 

hereby declared as the policy of the state thet It Is 

necessary to further regulate and control the sale and 

distribution of alcoholic beverages Mithln the state• to 

eli~inate certain illegal traffic in liquor now existing, 

anj to ensure the entire control of the sale of liquor in 

the Montana depart~nt of revenue. It is advisable and 

necessary, in addition to the operation of the state liquor 

stores no~ provided by la~, that the depart.ant be e.po•ered 

and authorized to grant licenses to persons qualified under 

thi~ code to sell 1 iquor purchdsed by them at state liquor 

stores at r~e~ 1ba posted price in accordance with this 

code and under rules proaulgated by the depart•ent and under 

its strict supervision and control and to provide severe 

pen~lty for the sale of liquor except by and In state liquor 
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stores and by persons 1 icensed under U\ls code. TIM 

restrictions, regulations, and provisions contained In this 

code are enacted by the legislature for the protection, 

health• welfare. and safety of the people of the stete.• 

Section 2. Section 16-1-106, MtAo Is aeended to read: 

"16-1-106. Definitions. As used in this codeo the 

folloMing definitions apply: 

(1) •Agency agre..-nt• -ans an <~gr-nt bet•-n tiM 

.d•part.en~ and a person appointed to sell liquor as a 

co-lssion -rchant rather than as an e.ployee. 

(2) •Alcohol• -ans ethyl alcohol• also called 

ethanol• or the hydrated oxide of ethyl. 

13) •Alcohol ic b-erage• -ans a coapouncl produced and 

sol~ for hu•an consuaption as a drink that contains .ore 

than .5~ of alcohol by volu.a. 

t•l •Beer• .eans a .alt beverage containing not .ore 

than 7~ of alcohol by ~eight. 

(5) •erewer• eeans a person ~ho produces .alt 

Dever ages. 

(6) •Depart•ent• ~ans the Nontana depart .. nt of 

revenue. 

(7) •r-ediat.e faeily• eeans a spouse, dependent 

children, or dependent parents. 

(II) •In~ustrial use• eeans a use described as 

Industrial us~ by the federal Alcohol Adeinistrat.ion Act and 
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the federal rules and regulations of Zl CFR. 

(91 •Liquor• .eans an alcoholic beverage except beer. 

(10) •Malt beverage• .. ans an alcoholic beverage ~ade 

by the feraentation of an Infusion or decoction. or a 

co~lnatlon of both• In potable brewing watero of •alted 

barley with or without hops or their parts or their products 

and with or without other .. lted cereals and with or without 

the addition of un.alted or prepared cereals• other 

c~rbohydrateso or products prepared t~efroa and with or 

wit~out other wholesoae products suitable for hu.an food 

consUIIptlon. 

(11) •Package• .. ans a container or receptacle used for 

holding an alcoholic beverage. 

(12) •Posted price• aeans the r~ wholesale price of 

liquor as fixed and deteralned by the departMnt and in 

addition thereto an excise and license tax as provided In 

this code. 

{13) •Proof gallon• .. ans a u.s. gallon of liquor at 60 

degrees on the Fahrenheit scale that contains 50% of alcohol 

by volu ... 

(14) ·~ublic place• aeans a place. building• or 

conveyance to which the public has or .ay be peraitted to 

have access and any place of public resort• 

(15) ~Residence• aeans a building. part of a building. 

or tent where a person resides but does not include any part 
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of a building that Ia not actually and exclusively used as a 

private residence. 

{161 •Rules• .. ans rules published by the department 

pursuant to this code. 

(ll) •state liquor facility• aedns a facility owned or 

unde~ control of the depart88nt fo~ the purpose of 

receiving, ~toring• transporting• or sellinq alcoholic 

beverages. 

{161 •state liquor store• .. ans a ~a+• wbolesale 

store operated by the departaent in accordance with this 

code for the purpose of selling liquor to retail licensees. 

(19) •storage depot• aeans a building or structure 

owned or operated by a brewer at any point in the state of 

Montana off and away fro• the preaises of a breweryo and 

which structure Is equipped with refrigeration or cooling 

appa~atus for the storaqe of bee~ and fro• which a brewer 

•ay sell or distribute beer as permitted by this code. 

(ZO) •warehouse• .aans a building or structure owned or 

operated by a licensed wholesaler for the receiving• 

storaqeo and distribution of beer as peraitted by this code. 

(211 •wine• .. ans an alcoholic beverage •ade from the 

noraal alcoholic feraentation of the juice of sound. ripe 

fruit or other agricultural products without addition or 

abstraction. except as may occur in the usual cellar 

treat•ent of clarifying and agingo and that contains not 
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less than lX or •ore than 2•' of alcohol by volu... Wine 

may be ameliorated to correct natural deficiencies, 

sweetened, and fortified In accordance with applicable 

federal regulations and the custo•s and practices of the 

industry. other alcoholic beverages not defined as above 

out made in the aanner of wine• labeled and sold as wine in 

accordance with federal regulations are also wine.• 

Se<tion 3. Section 16-1-30~• MCA, Is a .. nded to readl 

•16-1-304. Prohibited acts within division. {1) No 

officer or e~loyee of the liquor division• including those 

enga~ed in the sale of liquor at the various state liquor 

stores, say be directly or indirectly Interested or engaged 

in any other business or undertaking dealing In liquor, 

whether as owner, part owner, partner, .. ~er of syndicate, 

shareholder• agento or e~loyee and whether for his own 

oenefit or In a fiduciary capacity for sa.e other person. 

Ill No ee.Oer or eaployee of the division or any 

employee of the state eay solicit or receive directly or 

indirectly any co••lssion, reaunerationo or gift whatsoever 

from any person or corporation having sold• selling, or 

offering 1 iquor for sale to the state or division pursuant 

to this code. 

(3) No person selling or offering for sale to or 

purchasing liquor fro• the state liquor division eay either 

directly or indirectly offer to pay any co .. isslont profit, 
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or re..,neratlon or -k• any gift to any .-.ber or e.ployee 

o' the division, to any -.ployee of the state, or to anyone 

on behalf of such •e~er or ewployee. 

(~) The prohibition contained In subsection (3) of 

this section does not prohibit the division fr~ receiving 

sa.ples of liquor for the purpose of c~lcal testing. 

subject to tne following ll•ltationsz 

(a) Each •-fecturer. distiller, c-pounder. 

.rectifiero i•porter, or wholesale distributor or any other 

person, fir•• or corporation proposing to sell any liquor to 

the Montana liquor division shall su~it• without cost to 

the division prior to the original purchase, an analysis of 

each brand -d ~aay su.,.it a representau- s-.ple not 

exceeding 2> fluid ounces of such .. rchandlse to the 

division. 

(b) When a brand of liquor has been accepted for 

testing by the division• the division shall forward the 

sa.pte, unop~ned and in its entirety. to a qualified 

che•lcal labor3tory for analysis. 

(c) The division shall .alntain written records of all 

sa•ples received. The records shall show the brand na.et 

a.aunt and fro• whoe received• date received, the laboratory 

or che•ist to who• forwarded, the division's action on the 

brand, ana the person to who• delivered or other final 

disposition of the sa•ple. 
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(5) No llquoro wineo or other alcoholic beverage •ay 

be withdrawn fro• the regular warehouse inv~ntory or fro• 

the state liquor stores of the Montana liquor division for 

any purpose other than sale at the prevailing state p~e++ 

wbglesale prices or for destroying da.a~ed or defective 

.. rchandise. The division shall .aintaln a written record 

Including the type, brand• container size. nu.O.r of bottles 

or other units, signatures of witnesses. and .. thod of 

dastruction or other disposition of daaaged or defective 

war.~house or state store -rchandl se.• 

Section 4• SectiCWI 16-1-..0l• "'A• Is a-nded to read: 

•t6-1-..Ut. Liquor excise tax. The depart•ent Is hereby 

authorized and directed to charge. receive, and collect at 

the ti11e of the sale and delivery of any liquor as 

authorized under any provision of the laws of the state of 

Montana an excise tax at the rate of 16l of the ~+ 

wbglssale selling price on all liquor sold and delivered. 

The depart.ent shall retain the a.aunt of such excise tax 

received· In a separate account and shall deposit with the 

state treasurero to the credit of the general fundo such 

su•s collected and received not later than the lOth day o~ 

each and every eonth.• 

Section s. Section 16-1-4~. NCAo Is aeended to read: 

"16-1-ltO~. License tax on 1 iquor a11ount 

distribution of proceeds. (1~ The departeent is hereby 
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authorized and directed to charge. receive, and collect at 

the tl .. of sale and delivery of any liquor under any 

provisions of the la~s of the state of Montana a license tax 

of 10~ of the ~~e++ wbolesale selling price on all liquor 

sold and delivered. Said tax shall be charged and collected 

on all liquor brought Into the state and taxed by the 

depart .. nt• The ~e++ wbole5ale selling price shall be 

coeputed by adding to the cost of said liquor the state 

earkup as designated by the department. Said 10~ license tax 

shall be figured in the saee •anner as the state excise tax 

and shall be in addition to said state excise tax. The 

depart .. nt shall retain in a separate account the amount of 

such 10% license tax so received. T~o-thirds o~ these 

revenuRs shall be distributed to the counties according to 

the aeount of liquor purchased in each county. One-third of 

these revenues shall be retained by the state. Provided• 

ho~evero in the case of purchases of liquor by a retail 

liquor licensee for use in his businesso the departmen~ 

shall eake such regulations as are necessary to apportion 

that proportion of license tax so generated to the county 

where the licensed establisheent is located, for use as 

provided in 16-l-405. The departeent shall pay quarterly to 

each county treasurer the proportion of the license tax due 

each county. 

(2) The county treasurer of each county shall re~~in 
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50% of said license tax and shallo within 30 days after 

receipt thereofo apportion the reaalnlnq 50S thereof to the 

treasurers of the incorporated cities and towns within his 

county, said apportlon.ent to be based in each Instance upon 

the proportion which the qross sale of liquor in such 

incorporated city or town bears to the gross sale of liquor 

in all of the incorporated cities and towns in his county. 

(3) Of the 50' of the tax retained by the county• the 

county treasurer shall deposit six-sevenths of this a.ount 

in a fund within the county for the treat .. nte 

reh3bilitation. and prevention of alcoholis• as approved by 

the state of Montana. The re.aining one-seventh of the 

funds shall be retained in the county treasury for use by 

that county. 

(4) The one-third of the license tax on liquor 

retained by the state shall be deposited with the state 

treasurer to the credit of the departaent of institutions 

each quarter for the treataent. rahabilit"tiono and 

prevention of alcoholls• as approved by the state.• 

Section 6. Section 16-2-101• "CA• is amended to read: 

•16-2-101. Establlsh•ent of stat~ liquor stor~s 

kinds and prices of liquor. (1) The depart•ent shall 

establish and •aintain one or •ore stores• to be known as 

•state liquor stores•, as the depart .. nt finds feasible for 

the se~e wholesaling of liquor to retail liquor Jjcensegs In 
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accordance with the provisions of this code and the rules 

•ade thereunder. The stores shall be classified according to 

the volu.. of business which each store does each fiscal 

Yfl•• The volu .. of business to be used In figuring each 

store•s classification shall be the volu .. of business done 

by the store to be classified during the t .. edlate past 

fiscdl yea~. 

(~) Stores shall be classified as followss 

(a) Stores havi nq done a business of MSOwOOO or over 

shall be •class A• stores. 

{b) Stores having done a business of 11~o.ooo and up 

to s~50oOOO shall be •class e• stores. 

(c) All stores havlnq done a business of less than 

S1+0.oon shall be •class c• stores. 

(3) In op~nlng new stores the dapart .. nt shall 

estl•ate the volu .. of business which said store will cto the 

first year and classify said store according to the esti.ate 

of business.. 

(-\) The departaent shall enter Into an agency 

aqre-•mt or eaploy the necessary help to operate said 

stores and Shdll desiqnate the duties to be perfor•ed by the 

agent or eaployees. 

(51 The depart.ent •ay fra. ti .. to ti .. fix the 

prices ~t which the various classes• varieties, and brands 

of liquor aay be soldo and prices shall be the saee at all 

-10-
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I state stores.• 

Z Section 1. Section 16-Z-Z019 "''9 is a .. nded to read: 

3 •t6-2-Z01. Reduction for quantity sales of liquor. 

~ Reduction of 5~ of the~ Mbolesale price of liquor $Old 

5 at the state liquor store shall be aade by the depart•ent 

6 for sales of liquor to any person purchasing liquor In 

7 unbroken case lots. ~o other reduction •hall be aade by the 

8 depart .. nt for quantity sales of liquor.• 

-End-
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STATE OF MONTANA 
REQUEST NO. _ 2_8_1-_7_9_ 

FISCAL NOTE 

Form BD-15 

In compliance with a written request received ~rua.!Y.__Z ____ , 19 _11_, there is hereby submitted a Fiscal Note 
for House Bill 631 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. 

DESCRIPTION 

This proposed bill removes the state from the retail liquor business. 

ASSUMPTIONS 

(a) Tne Liquor Division will continue its present pricing policy (i.e., the markup 
percentage which is being used at the present time will continue in effect under 
the proposed law). 

(b) It is assumed that the Liquor Division will be able to break its leases on an 
unspecified number of retail stores without additional cost or penalty. 

(c) If all current store locations were to continue to operate as wholesale liquor stores, 
then it is assumed that operating expenses would be unaffected by the proposed law. 

(d) If all current store locations were to be closed as state liquor stores, and if the 
Helena warehouse were to be operated as the single wholesale distribution point for 
the entire state, then it is assumed that total operating expenses for the Liquor 
Division would be reduced by 63.4%. 

(e) The Department of Revenue projection of liquor receipts and expenditures for the 
80-81 biennium is the basis for comparison. 

(f) It is assumed that the same volume of alcoholic beverages would be sold in Montana 
during FY80 and FY81, regardless of which law obtains, present or proposed. 

FISCAL IMPACT 

Liquor Excise Tax 
under current law 
under proposed law 
Estimated Decrease 

Liquor License Tax 
under current law 
under proposed law 
Estimated Decrease 

Net Profits from 
Liquor Merchandising 

under current law 
under proposed law 
Estimated Impact 

FY 80 

$6.030 M 
$5.752 M to $5.820 M 

($0.210 M to $0.278 M) 

$3.769 M 
$3.595 M to $3.638 M 

($0.131 M to $0.174 M) 

$4.874 M 
$3.562 M to $7.210 M 

($1.312 M) to $2.336 M 

(Continued on Page 2) 

FY 81 

$6.313 M 
$6.015 M to $6.093 M 

($0.220 M to $0.298 M) 

$3.946 M 
$3.760 M to $3.808 M 

($0.138 M to $0.186 M) 

$4.837 M 
$3.461 M to $7.398 M 

($1. 376 M) to $2.561 M 

BUDGET DIRECTOR 
~"-

Office of Budget and Program Planning 

Date: ---------
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STATE OF MONTANA 

REQUEST NO. 281-79 

FISCAL NOTE 

Form HD·l5 

In compliance with a written request received February 7 , 19 l1_. there is hereby submitted a Fiscal Note 
for Hoyse Bill 631 pursuant to Chapter 53, Laws of Montana, 1965 · Thlrtv·Ninth Legislative Assembly. 
Backg~Ound informttion 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.) 

Total Revenue 
under current law 
under proposed law 
Estimated Impact 

FUND INFORMATION 

General Fund 
under current law 
under proposed law 
Estimated Impact 

Allocated to Local 
Governments 

under current law 
under proposed law 
Estimated Decrease 

State Alcoholism Treatment 
Program 

under current law 
under proposed law 
Estimated Decrease 

EFFECT ON LOCAL GOVERNMENTS 

FY 80 

$14.673 M 
$13.020 M to $16.557 M 

($ 1.653 M) to$ 1.884 M 

$ 2.513 M 
$ 2.397 M to $ 2.425 M 

($ 0.088 M to ~ 0.116 M) 

$ 1.256 M t 1.198 M t~ f 1.213 ff 
( 0.043 M to 0.058 M) 

Local Government Share of Liquor License Tax: 

Cities & !owns 
County Alcoholism Programs 
General County Use 
Total 

Present 
1.256 M 
1.077 M 
0.179 M 

2.51Z M 

FY 80 
Proposed 

1.198 M - 1.213 M 
1.027 M - 1.039 M 
0.171 M - 0.173 M 
2.396 M - 2.425 M 

PREPARED BY DEPARTMENT OF REVENUE 

FY 81 

$15.096 M 
$13.362 M to $17.173 M 

($ 1. 734 M) to$ 2.077 M 

$11.150 M 
$ 9.554 M to $13.413 M 

($ 1.596 M) to$ 2.263 M 

$ 2.631 M 
$ 2.507 M to $ 2.539 M 

($ 0.092 M to $ 0.124 M) 

$ 1.315 M 
$ 1·2S3 M to $ 1·269 M 

($ 0.046 M to $ 0.062 M) 

Present 
1.315 M 
1.127 M 
0.188 M 
2.630 M 

FY 81 
Proposed 

1.253 M - 1.269 M 
1.074 M- 1.088 M 
0.179 M- 0.181 M 
2.506 M - 2.538 M 

&...:,. .. _,_ ot d:u.) """ 
BUDGET DIRECTOR1 
Office of Budg4tt and Program Planning 

Date: J1~7' 


