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8 ASSETS IN STORES BY THE AGENTS OPERATING THE STORES OVER AN 18-MONTH PERIOD; 

9 PROHIBITING NEW AGENCY LIQUOR STORES FOR 4 YEARS IN CITIES OR TOWNS THAT HAD AN 

10 AGENCY LIQUOR STORE IN 1994; PROVIDING FOR A STATE LIEN ON LIQUOR IN AGENCY LIQUOR 

11 STORES; PROHIBITING A PERSON FROM HAVING AN OWNERSHIP INTEREST IN MORE THAN ONE 

12 AGENCY LIQUOR STORE; PROHIBITING AN OWNERSHIP INTEREST IN AN AGENCY LIQUOR STORE BY 

13 A PERSON HAVING ANOTHER TYPE OF LIQUOR LICENSE; PROVIDING FOR A BONUS PAYMENT FOR 

14 CERTAIN STATE LIQUOR DIVISION EMPLOYEES WHO REMAIN IN EMPLOYMENT DURING THE 

15 CONVERSION PROCESS; AMENDING LAWS RELATING TO TABLE WINE TO CLARIFY THE DISTRIBUTION 

16 AND SALE OF TABLE WINE IN RELATION TO AGENCY LIQUOR STORES; PROVIDING FOR THE 

17 CONTRACTUAL AND OTHER ADMINISTRATION OF AGENCY LIQUOR STORES; INCREASING THE CASE 

18 DISCOUNT ON THE SALE OF LIQUOR TO 8 PERCENT AND LIMITING THE DISCOUNT TO ALCOHOLIC 

19 BEVERAGE LICENSEES; PROVIDING THAT AGENCY STORES MAY BE OPEN ON MONDAYS IF A 

20 MAJORITY OF THE ALL-BEVERAGES LICENSEES IN THE AGENCY'S MARKET AREA AGREE; AMENDING 

21 SECTIONS 2-17-101, 16-1-103, 16-1-105, 16-1-106, 16-1-301, 16-1-302, 16-1-303, 16-1-304, 16-1-402, 

22 16-2-101, 16-2-104, 16-2-105, 16-2-106, 16-2-107, 16-2-108, 16-2-201, 16-2-301, 16-3-103, 16-3-106, 

23 16-3-307, 16-3-401, 16-3-402, 16-3-403, 16-3-411 , 16-4-105, 16-4-401, 16-6-107, 16-6-303, 17-8-244, 

24 AND 30-9-104, MCA; REPEALING SECTIONS 16-2-302 AND 16-2-303, MCA; AND PROVIDING EFFECTIVE 

25 DATES." 

26 

27 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

28 

29 NEW SECTION. Section 1. Eligible state employee. As used in [sections 1 through Bl. "eligible 

30 state employee" means a state employee who worked 544 hours either in an employee-operated state 
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liquor store as a liquor store manager, assistant manager, or clerk or in the central office of the liquor 

2 division between July 1, 1994, and January 6, 1995, who is in a position subject to termination by 

3 [sections 1 through 8]. For purposes of this section, the term "worked" includes all hours reported to the 

4 central payroll system, such as but not limited to hours worked, sick leave, annual leave, and leave without 

5 pay. 

6 

7 NEW SECTION. Section 2. Purchase of initial inventory by existing state agent. I 1) As of June 

8 30, 1995, the department of revenue shall calculate a closing statement st1owing the dollar amount of 

9 inventory on hand for each agency liquor store in operation on that date. As soon as practical thereafter, 

10 the department shall send to each agency liquor store a statement for the total price of the inventory, 

11 payable in 16 even monthly payments. The price must be calculated in the same manner as the price for 

12 liquor purchased by an agency liquor store under the provisions of 16-2-101. The first payment is due 60 

13 days from the date on which the department mails the statement, and each subsequent payment is due on 

14 the last day of the month for each month thereafter. At any time after payment of the first payment, an 

15 agent who is purchasing the initial inventory may pay in full the amount due or may increase the amount 

1 6 of each monthly payment. The payment of increased payments does not waive the making of a monthly 

17 payment until the initial purchase price is fully paid. 

18 12) Any shortages due the state as of June 30, 1995, must be offset from the final commission 

19 payment. If the shortage exceeds the calculated commission payment, the agent shall make payment 

20 within 30 days of notice of the amount due. 

21 

22 NEW SECTION. Section 3. Purchase of initial inventory and trade fixtures from former state liquor 

23 store. ( 1) After the selection of an agent pursuant to [section 6] who was an eligible state employee or 

24 a business entity consisting of eligible state employees to operate an agency l1iquor store that is operating 

25 as a state liquor store, the person or entity selected as agent and the department of revenue shall agree 

26 upon a date of conversion from a state liquor store to an agency liquor store. The date must be between 

27 July 1, 1995, and December 1, 1995. As of the day before the conversion date, the department shall 

28 calculate a closing statement showing the dollar amount of inventory on hand and the dollar amount of any 

29 trade fixtures that the agent chooses to purchase. As soon as practical thernafter, the department shall 

30 send to the agency liquor store a statement for the total price of the inventory and trade fixtures, payable 
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in 16 even monthly payments. The price of liquor must be calculated in the same manner as the price for 

2 liquor purchased by an agency liquor store under the provisions of 16-2-101. Trade fixtures must be valued 

3 by the department as the amount, if any, in excess of the fixtures' depreciated value. The first payment 

4 is due 60 days from the date on which the department mails the statement, and each subsequent payment 

5 is due on the last day of the month for each month thereafter. At any time after payment of the first 

6 payment, an agent may pay in full the amount due or may increase the amount of each monthly payment. 

7 The payment of increased payments does not waive the making of a monthly payment until the initial 

8 purchase price is fully paid. 

9 (2) Any shortages due the state as of the date of conversion must be paid by the store manager 

10 if the store manager becomes the liquor store agent or is a partner or shareholder in a business selected 

11 as the liquor store agent. The manager shall make payment within 30 days of notice of the amount due. 

12 

13 NEW SECTION. Section 4. Sales of returned liquor. Any inventory owned by the state that is 

14 located in either an agency liquor store or an employee-operated state liquor store prior to the operation 

15 of either [section 21 or [section 3]. which in the opinion of the department of revenue is not economically 

16 feasible to be sold in agency liquor stores, may be returned to the state liquor warehouse. The department 

17 may, between July 1, 1995, and June 30, 1996, dispose of this inventory in any commercially reasonable 

18 manner, including but not limited to retail sales from the state liquor warehouse to retail licensees. After 

19 the department has exhausted all attempts to commercially dispose of the inventory, the department may 

20 dispose of it in any manner meeting its sound discretion. 

21 

22 NEW SECTION. Section 5. Liquor store employees preference rights and bonus payment. 11) Any 

23 liquor store employee or liquor division central office employee who meets the requirements of an eligible 

24 state employee who is terminated as a result of the operation of [sections 1 through BJ is eligible for a work 

25 incentive bonus if the employee continues in employment through December 31, 1995. This bonus is in 

26 addition to any reduction in force benefits or other benefits that the employee may be entitled to as a result 

27 of termination under the provisions of [sections 1 through BJ. 

28 (a) The amount of the bonus must be computed by multiplying the eligible state employee's hourly 

29 wage by 26.8%. The resulting product must be multiplied by 2,080 and that resulting product must be 

30 multiplied by the quotient of the number of hours worked, not to exceed 1,088 hours, as an eligible state 
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employee between July 1, 1994, and January 6, 1995, divided by 1,088, which result is equal to the 

2 employee's bonus. 

3 (bl An employee is entitled to the full amount of the bonus if thei employee's employment is 

4 terminated by the department of revenue before December 31, 1995, because of the operation of [sections 

5 1 through 8]. 

6 (2)(a) Notwithstanding any other provision of law,. an employee of a state liquor store who meets 

7 the requirements of an eligible state employee must be given the first right of refusal for selection of the 

8 agent chosen to operate an agency liquor store. 

9 (bl The department's selection criteria in order of priority for selecting an agent for 

10 employee-operated state liquor stores to be converted to agency liquor stores are as follows: 

11 (ii The applicant must be either an eligible state employee who is an employee of the store, a 

1 2 partnership with a majority of the partners qualifying as eligible state employees and a majority of the 

1 3 partners working as employees of the state liquor store, or a corporation with at least one shareholder who 

14 is an eligible state employee and is an employee of the store. 

15 (ii) If no applicant meets the requirements of subsection (2)(b)(i), the applicant must be either an 

16 eligible state employee and an employee of another state liquor store in the same city or town, a partnership 

17 with a majority of the partners qualifying as eligible state employees and employees of another state liquor 

18 store in the same city or town, or a corporation with at least one shareholder who is an eligible state 

19 employee and is an employee of another state liquor store in the same city or town. 

20 (iii) If no applicant meets the requirements of subsection (2)(b)(i) or (2)(b)(ii), the state agent must 

21 be selected by the methods required by the department of administration. 

22 (3) All state liquor store employees and liquor division central office ,employees whose positions 

23 are eliminated as a result of [sections 1 through 8] are entitled to all the benefits accorded by the State 

24 Employee Protection Act in Title 2, chapter 18, part 12, as that part reads on the date on which the 

25 employee leaves state employment. 

26 

27 NEW SECTION. Section 6. Conversion of existing state-operated liquor stores. (1)(a) Within 45 

28 days of [the effective date of this section], an eligible state employee or a business entity consisting of 

29 eligible state employees, as referred to in [section 5(2)(b)(i)], may file an application or applications to 

30 operate as an agency liquor store the liquor store in which the employee or entity is employed or to operate 
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as an agency liquor store another liquor store in the same community in which the employee or entity is 

2 employed. 

3 lbl The application must set forth the nature of the entity applying for the agency franchise 

4 agreement and the employee's or employees' preference rights, along with any other information that the 

5 department of revenue requires. 

6 (2)(al If the employee or a business entity consisting of eligible state employees is the sole 

7 applicant, the department shall enter into an agency franchise agreement with either the employee or the 

8 business entity to operate the agency liquor store. 

9 (bl If more than one eligible state employee or business entity consisting of eligible state employees 

1 O applies to be the agent for the liquor store in which the employee or entity works, the department shall use 

11 the appropriate competitive bidding procedures to select the agent. However, no other person may be 

12 allowed to apply. 

13 (3) The initial commission rate for agency liquor stores to be operated by employees is the direct 

14 operating expenses for a liquor store during fiscal year 1994 divided by the gross sales for fiscal year 1994, 

15 not to exceed 10%. The initial commission rate may not be less than 10% for stores in communities with 

16 less than 3,000 population. Any direct expense excluded by the 10% maximum rate must be proportionally 

17 distributed among the remaining agency liquor stores. 

18 14) If after 45 days after [the effective date of this section] an eligible state employee or business 

19 entity consisting of eligible state employees does not apply to operate the former state liquor store as an 

20 agency liquor store, the department shall use the appropriate competitive bidding procedures to select the 

21 agent. 

22 (5) For purposes of this section, an eligible state employee is considered to be an employee of the 

23 state liquor store in which the eligible employee worked a majority of the hours between July 1, 1994, and 

24 January 6, 1995. 

25 (6) Until converted to an agency liquor store, a state liquor store shall operate under the laws 

26 governing the operation of state liquor stores as those laws read on January 1, 1995. 

27 

28 NEW SECTION. Section 7. No new agency franchises for four years. Notwithstanding the 

29 provisions of [section 91, the department of revenue may not establish any new agency liquor stores until 

30 after July 1, 1999, in any community that had at least one agency liquor store on July 1, 1994. 
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NEW SECTION. Section 8. Exemption from privatization plan requi1rements. [Sections 1 through 

2 81 do not constitute privatization by an agency as that term is used in Title 2, chapter 8, part 3, and the 

3 administration of [sections 1 through 8] by the department of revenue is not subject to the provisions of 

4 Title 2, chapter 8, part 3. 

5 

6 NEW SECTION. Section 9. Number and location of agency liquor stores. ( 1 )(a) In a community with 

7 a population of 12,000 or less, there may be one agency liquor store. In communities with populations 

8 greater than 12,000, there may be one agency liquor store for the first 12,000 inhabitants and one 

9 additional agency liquor store within increments of population of 40,000 inhabitants above 12,000 

10 inhabitants. In determining population, the department shall use the same methods used for determining 

11 increases in the retail license quota system as provided in 16-4-501. 

12 (b) In communities that are eligible for more than one agency liquor store, an agency liquor store 

13 may not be located within a 1-mile radius of any other agency liquor store in the community. 

14 (2) An agency liquor store may not be located in a community that is closer than 35 miles to 

15 another community in which an agency liquor store is presently located, except in the circumstance when 

16 the most recent population estimates show a 25% growth in population or a growth of 1,000 inhabitants 

17 within a 2-year period, whichever is greater, and when this population increase is reasonably expected to 

1 8 continue for at least 5 years. 

19 

20 NEW SECTION. Section 10. State lien on liquor in agency liquor stores. The state has a first lien 

21 with an absolute first priority to secure any outstanding amounts due the state for liquor purchased on any 

22 inventory, including any after-acquired inventory in the possession of an agtrnt or on the premises of an 

23 agency liquor store, to secure payment for the existing inventory. The state has the right to physically 

24 recover any inventory from an agency liquor store for any failure to timely make payments. 

25 

26 Section 11. Section 2-17-101, MCA, is amended to read: 

27 "2-17-101. Allocation of space. (1) The department of administration shall determine the space 

28 required by state agencies other than the university system and shall allocate space in buildings owned or 

29 leased by the state, based on each agency's need. To efficiently and effectively allocate space, the 

30 department periodically shall identify the amount, location, and nature of space used by each agency. 
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(2) An agency requiring additional space shall notify the department. The department, in 

2 consultation with the agency, shall determine the amount and nature of the space needed and locate space 

3 within a building owned or leased by the state to meet the agency's requirements. If tie space is not 

4 available in a building owned or leased by the state, the department shall locate space to be leased in an 

5 appropriate building or recommend alternatives to leasing, such as remodeling or exchanging space with 

6 another agency. A state agency may not lease, rent, or purchase property for quarters without prior 

7 approval of the department. 

8 (3) (a) The location of the chambers for the house of representatives must be determined in the 

9 sole discretion of the house of representatives. The location of the chambers of the senate must be 

10 determined in the sole discretion of the senate. 

11 (b) The department of administration, with the advice of the legislative council, shall allocate other 

12 space for the use of the legislature, including but not limited to space for committee rooms and legislative 

13 offices. 

14 (4) For state agencies located in a city other than Helena, the department of administration shall 

15 consolidate the offices of these agencies in a single, central location within the city whenever the 

16 consolidation would result in a cost savings to the state while permitting sufficient space and facilities for 

17 the agencies. The department may purchase, lease, or acquire, by exchange or otherwise, land and 

18 buildings in the city to achieve consolidation. State retail liEjuor stores, liEjuor retail ageneies, anEI otfiees 

19 Offices of the law enforcement services division and motor vehicle division of the department of justice are 

20 exempted from consolidation." 

21 

22 Section 12. Section 16-1-103, MCA, is amended to read: 

23 "16-1-103. Policy as to retail sale of liquor. It is the policy of the state that it is necessary to 

24 further regulate and control the sale and distribution of alcoholic beverages within the state and to ensure 

25 that the department has the entire complete regulatory control of the sale of liquor in the Eleriartment of 

26 revenue this state. It is advisable and necessary, in addition to the operation of the stil4e agency liquor 

27 stores now provided by law, that the department be empowered and authorized to grant licenses to persons 

28 qualified under this code to sell liquor purchased by them at stil4e agency liquor stores at retail posted price 

29 in accordance with this code and under rules promulgated by the department and under its strict 

30 supervision and control and to provide severe penalty for the sale of liquor except by and in state agency 
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liquor stores and by persons licensed under this code. The restrictions, regulations, and provisions 

2 contained in this code are enacted by the legislature for the protection, health, welfare, and safety of the 

3 people of the state." 

4 

5 Section 13. Section 16-1-105, MCA, is amended to read: 

6 "16-1-105. Divisions of code. This code is divided into six chapters. Chapter 1 relates to the 

7 authority of the department of revenue to administer this code and the powers and functions of the 

8 department. Chapter 2 relates to the establishment of &tat-e agency liquor stores and the keeping and selling 

9 of liquors. Chapter 3 relates to the control of liquor, wine, and beer. Chapter 4 relates to license 

1 0 administration. Chapter 5, now repealed, related to identification cards. Chapter 13 relates to enforcement." 

1 1 

12 Section 14. Section 16-1-106, MCA, is amended to read: 

13 "16-1-106. Definitions. As used in this code, the following definitions apply: 

14 ( 11 "Agency franchise agreement" means an agreement between the department and a person 

15 appointed to sell liquor and table wine as a commission merchant rather than as an employee. 

16 (21 "Agency liquor store" means a retail store operated under an agency franchise agreement in 

17 accordance with this code for the purpose of selling liquor at retail for off-premises consumption. 

18 R+Ql "Alcohol" means ethyl alcohol, also called ethanol, or the hydratud oxide of ethyl. 

19 fatlli "Alcoholic beverage" means a compound produced and sold for human consumption as a 

20 drink that contains more than 0.5% of alcohol by volume. 

21 {4-Hfil "Beer" means a malt beverage containing not more than 7% of alcohol by weight. 

22 Wifil "Beer importer" means a person other than a brewer who imports malt beverages. 

23 ™ill "Brewer" means a person who produces malt beverages. 

24 (8) "Community" means: 

25 (a) in an incorporated city or town, the area within the incorporated city or town boundaries; 

26 (bl in an unincorporated city or area, the area identified by the federal bureau of the census as a 

2 7 community for census purposes; and 

28 (c) in a consolidated local government, the area of the consolidated local government not otherwise 

29 incorporated. 

30 P+J.fil "Department" means the department of revenue, unless otherwisH specified. 
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+%tJ.1Ql. "Immediate family" means a spouse, dependent children, or dependent parents. 

2 fmilll "Import" means to transfer beer or table wine from outside the state of Montana into the 

3 state of Montana. 

4 {-+0)-@ "Industrial use" means a use described as industrial use by the federal Alcohol 

5 Administration Act and the federal rules and regulations of 27 CFR. 

6 f-1--+H.l]l "Liquor" means an alcoholic beverage except beer and table wine. 

7 ~il.1l "Malt beverage" means an alcoholic beverage made by the fermentation of an infusion or 

8 decoction, or a combination of both, in potable brewing water, of malted barley with or without hops or 

9 their parts or their products and with or without other malted cereals and with or without the addition of 

10 unmalted or prepared cereals, other carbohydrates, or products prepared from carbohydrates and with or 

11 without other wholesome products suitable for human food consumption. 

12 ~ll.fil. "Package" means a container or receptacle used for holding an alcoholic beverage. 

13 ++4tilfil "Posted price" means the retail price of liquor and table wine as fixed and determined by 

14 the department and in addition an excise and license tax as provided in this code. 

15 ~J.lll "Proof gallon" means a U.S. gallon of liquor at 60 degrees on the Fahrenheit scale that 

16 contains 50% of alcohol by volume. 

17 µ.gJ-1.1.fil "Public place" means a place, building, or conveyance to which the public has or may be 

18 permitted to have access and any place of public resort. 

19 f++-l-1.lfil "Rules" means rules adopted by the department or the department of justice pursuant to 

20 this code. 

21 f-+8+(20I "State liquor f8eilit'y' warehouse" means a~ building owned or under control of the 

22 department for the purpose of receiving, storing, transporting, or selling alcoholic beverages to agency 

23 liquor stores. 

24 (191 "State liep;er store" meaAs a retail store operated ey the departmeAt in aeeordanee ',Yith this 

25 soda for the purpose ef selling liejuor aAd taele •1,•ine. 

26 QG+J1.ll "Storage depot" means a building or structure owned or operated by a brewer at any point 

27 in the state of Montana off and away from the premises of a brewery, which structure is equipped with 

28 refrigeration or cooling apparatus for the storage of beer and from which a brewer may sell or distribute 

29 beer as permitted by this code. 

30 t~+H21l. "Subwarehouse" means a building or structure owned or operated by a licensed beer 
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wholesaler or table wine distributor, located at a site in Montana other than the site of the beer wholesaler's 

2 or table wine distributor's warehouse or principal place of business, and used for the receiving, storage, 

3 and distribution of beer or table wine as permitted by this code. 

4 ~@ "Table wine" means wine that contai11s 11ot more than 16% alcohol by volume. 

5 ~.(111 "Table wine distributor" means a person importing into or purchasing in Montana table 

6 wine for sale or resale to retailers licensed in Montana. 

7 f24+12.fil "Warehouse" means a building or structure located in Montana owned or operated by a 

8 licensed beer wholesaler or table wine distributor for the receiving, storage, and distribution of beer or table 

9 wine as permitted by this code. 

1 O ~J1.fil "Wine" means an alcoholic beverage made from or containing the normal alcoholic 

11 fermentation of the juice of sound, ripe fruit or other agricultural products without addition or abstraction, 

12 except as may occur in the usual cellar treatment of clarifying and aging, and that contains more than 0.5 % 

13 but not more than 24% of alcohol by volume. Wine may be ameliorated to correct natural deficiencies, 

14 sweetened, and fortified in accordance with applicable federal regulations and the customs and practices 

15 of the industry. Other alcoholic beverages not defined in this subsection but made in the manner of wine 

16 and labeled and sold as wine in accordance with federal regulations are also wine." 

1 7 

18 Section 15. Section 16-1-301, MCA, is amended to read: 

19 "16-1-301. Administration of code. The department shall have the powers and duties to administer 

20 the Montana Alcoholic Beverage Code, including the general control, management, and supervision of all 

21 5-tAfe agency liquor stores." 

22 

23 Section 16. Section 16-1-302, MCA, is amended to read: 

24 "16-1-302. Functions, powers, and duties of department. The department has the following 

25 functions, duties, and powers: 

26 (1) to buy, import, have in its possession for sale, and sell liquors and tal3Ie wiRe; 

27 (2) to control the possession, sale, and delivery of liquors in accordance with the provisions of this 

28 code; 

29 (31 to determine the municipalities where ~ agency liquor stores are to be established 

30 throughout the state and the situation of the stores within these municipalities; 
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(4) to lease, furnish, and equip any building or land required to administer its duties under this 

2 code; 

3 (5) to buy or lease plants and equipment necessary to administer its duties under this code; 

4 (6) to employ store rnaAagers aAd 0H1er the necessary employees required to administer this code 

5 and to dismiss them, assign them their title, and define their respective duties and powers and to contract 

6 with the department of justice for investigative services or to contract for the services of experts and 

7 persons engaged in the practice of a profession, if appropriate; 

8 17) to determine the nature, form, and capacity of all packages to be used for containing liquor kept 

9 or sold under this code; 

10 18) to grant and issue licenses under this code; 

11 (9) to place special restrictions on the use of a particular license, which must be endorsed upon 

12 the face of the license, if the special restrictions are made pursuant to a hearing held in connection with 

1 3 the issuance of the license or if the special restrictions are agreed to by the licensee; 

14 I 10) without limiting or being limited by the foregoing, to do all things necessary to administer this 

15 code or rules." 

16 

17 Section 17. Section 16-1-303, MCA, is amended to read: 

18 "16-1-303. Department rules. (1) The department and the department of justice may make rules 

19 not inconsistent with this code necessary to efficiently administer this code. 

20 (2) Rules made by the department may include but are not limited to the following: 

21 la) regulating the equi13rneAt aAd rnaAa!JerneAt contractual operation of state agency liquor stores 

22 and warehouses in which liquor or tatile wiAe is kept or sold and prescribing the books and records to be 

23 kept; 

24 (bl prescribing the duties of department employees and regulating their conduct while in the 

25 discharge of their duties; 

26 le) governing the purchase of liquor aAel tatilo wiAo and the furnishing of liquor aAd tatile wiAe to 

27 state agency liquor stores; 

28 (d) determining the classes, varieties, and brands of liquor aAd tatile wiAB to be~ available for 

29 distribution from the state liquor warehouse sale at aAy state store; 

30 (e) prescribing the minimum hours during which state agency liquor stores must be open for the 
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sale of alcoholic beverages; 

2 (fl providing for the issuing and distributing of price lists showing the price to be paid by 

3 purchasers for each class, variety, or brand of liquor and table wine kept for sale; 

4 (g} prescribing forms to be used for the purpose of this code or the rules and the terms and 

5 conditions for permits and licenses issued and granted under this code; 

6 (h) prescribing the form of records of purchase of liquor and table wine and the reports to be made 

7 to the department and providing for inspection of the records; 

8 (i} prescribing the manner of giving and serving notices required by this code or the rules; 

9 (j} prescribing the fees payable for permits and licenses issued under this code for which He fees 

1 O are not prescribed in this code and prescribing the fees for anything done or permitted to be done under 

11 the rules; 

12 (kl prescribing, subject to the provisions of this code, the conditions and qualifications necessary 

13 for the obtaining of alcoholic beverage licenses and the books and records to be kept and the returns to 

14 be made by the licensees; 

1 5 (I} specifying and describing the place and the manner in which alcoholic beverages may be lawfully 

16 kept or stored; 

17 Im} specifying and regulating the time when and the manner by which vendors and brewers may 

18 deliver alcoholic beverages under this code and the time when and the manner by which alcoholic 

19 beverages, under this code, may be lawfully conveyed or carried; 

20 In) governing the conduct, management, and equipment of any premises licensed to sell alcoholic 

21 beverages under this code; 

22 lo} providing for the imposition and collection of taxes and making rules respecting returns, 

23 accounting, and payment of the taxes to the department. 

24 (3) The department of justice may adopt rules to administer and implement its responsibilities under 

25 this title, including but not limited to rules providing for the inspection of lic1rnsed premises or premises 

26 where the sale of liquor has been proposed. 

27 (4) Whenever this code provides that an act may be done if authorized by rules, the department, 

28 subject to the restrictions in subsection ( 1}, may make rules respecting the act. 

29 (5) The department shall use the negotiated rulemakinq procedures contained in Title 2. chapter 

30 5. for the purpose of adoption of rules related to the operation of agency liquor stores. However, the 
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department may not be required to pay any expenses of the participants or of any persons engaged in the 

2 rulemaking process as provided for in 2-5-110." 

3 

4 Section 18. Section 16-1-304, MCA, is amended to read: 

5 "16-1-304. Prohibited acts. ( 1) An employee of the department involved in the operation of the 

6 state liquor warehouse ar state liquor stares, the issuance of licenses, or the collection oi alcoholic 

7 beverages taxes or an employee of the department of justice directly involved with the investigation of 

8 matters concerning the manufacture, sale, and distribution of alcoholic beverages may not be directly or 

9 indirectly interested or engaged in any other business or undertaking dealing in liquor er taale '"''ine, whether 

10 as owner, part owner, partner, member of syndicate, shareholder, agent, or employee for the employee's 

11 own benefit or in a fiduciary capacity for some other person. 

12 (2) An employee of the state, a state agent, or any person having any ownership interest in an 

13 agency liquor store may not solicit or receive directly or indirectly any commission, remuneration, Sf gift~ 

14 or other thing tangible or intangible of value from any person or corporation selling or offering liquor er taele 

15 wi-ne for sale to the state pursuant to this code. 

16 (3) A person selling or offering for sale to or purchasing liquor er taelo wine from the state may 

17 not directly or indirectly offer to pay any commission, profit, or remuneration or make any gift to any 

18 A1eA113er or employee of the state, any state agent, or any person having any ownership interest in an 

19 agency liquor store or to anyone on behalf of tho A1eA10er er Q!l employee, 

20 (4) The prohibition contained in subsection (3) does not prohibit the state from receiving samples 

21 of liquor or ta13Io wino for the purpose of chemical testing, subject to the following limitations: 

22 (a) Each manufacturer, distiller, compounder, rectifier, importer, or wholesale distributor or any 

23 other person, firm, or corporation proposing to sell any liquor or taale wine to the state of Montana shall 

24 submit, without cost to the state prior to the original purchase, an analysis of each brand and may submit 

25 a representative sample not exceeding 25 fluid ounces of the merchandise to the state. 

26 (b) When a brand of liquor or taale ·•••ine has been accepted for testing by the state, the state shall 

27 forward the sample, unopened and in its entirety, to a qualified chemical laboratory for analysis. 

28 (c) The state shall maintain written records of all samples received. The records must show the 

29 brand name, amount and from whom received, date received, the laboratory or chemist to whom 

30 forwarded, the state's action on the brand, and the person to whom delivered or other final disposition of 
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the sample. 

2 (5) Liquor, wine, or ot'1er aleoAolie severa§e may not be withdrawn from the regular warehouse 

3 inventory or from the st-ate agency liquor stores for any purpose other than final sale to the consumer at 

4 the prevailing state retail prices or for destroying damaged or defective merchandise. The state shall 

5 maintain a written record including the type, brand, container size, number of bottles or other units, 

6 signatures of witnesses, and method of destruction or other disposition of damaged or defective warehouse 

7 or state store merchandise. 

8 (6) The state may not require a company that manufactured, distilled, rectified, bottled, or 

9 processed and sold less than 200,000 proof gallons of liquor nationwide in the previous calendar year to 

10 maintain minimum amounts of liquor or wino in the state warehouse while the distiller or winery retains 

11 ownership of the product. 

12 (7) The state may not require a eomf)any t'1at Bottled and sold less tl1an 100,000 wine §aliens of 

13 tatlle wine nationwide in tAe previous ealendar year to maintain minimum amounts of tatlle ·Nine in tAe state 

14 •,rnreAouse w'1ile tl=le eompany retains ownersl=lif) of tAe f)roduet." 

15 

16 Section 19. Section 16-1-402, MCA, is amended to read: 

1 7 "16-1-402. Payment of excise tax by carriers. ( 11 Every airline or railroad operating in the state of 

18 Montana and selling liquor purchased outside this state for consumption within this state shall pay to the 

19 department the excise taxes and state markup wfliefi that would be applicable to ~ the liquor if 

20 purchased from #le an st-ate agency liquor store. 

21 (2) The amount of ~ excise taxes and state markup payable shall must be determined by 

22 multiplying the following factors: 

23 (a) the average liquor used per departure; 

24 (b) the number of departures from Montana on which liquor is served; 

25 (cl the ratio of Montana revenue passenger miles to system revenue passenger miles; and 

26 Id) the applicable excise tax and state markup rates. 

27 (3) From sai4 the product, tfie carrier shall subtract the amount of excise taxes and state markup 

28 on purchases of liquor made within this state." 

29 

30 Section 20. Section 16-2-101, MCA, is amended to read: 
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"16-2-101. Establishment and closure of state agencv liquor stores -- agency franchise agreement 

-- kinds and prices of liquor aAd table wiAe. 11 )(al Tho 1fopartFf1eAt shall establish aAd maiAtaiA eAe er mere 

steres, te l:Je kAOWA as "state liEJuer steres", as the departmeAt ti A Eis feasil:Jle fer the sale of liEjuor a REI tal:Jle 

wine in aooardaAoe with tho pre,;isioAG of this oodo aAd tho rules aElopted under this eoEle. 

+b} The department shall enter into oo agency franchise a!JreeffieAt agreements or eA'1ploy the 

Aoeessar·,· help to operate #le agency liquor stores as the department finds feasible for the sale of liquor 

aAd shall aesi§Aate the duties to ae performed a•,· the a§ent er eA'1plo)•ees. 

(el Ones estaalished, a stare may net l:Je eloseEI, eon~·ertod to an a!Jency store, or sold l:Jy the 

Eiepartffient unless: 

(i) the store is returnin§ less than a 10% profit to the state; er 

(iii the elosure er sale is appre,;eEI 13·( the le§islature. 

12)@1 The department may from time to time fix the prices at which the various classes, varieties, 

and brands of liquor afl€J tal:Jle wiAe may be sold, and prices must be the same at all Sfat0 agency liquor 

stores. 

lb)li) The department shall supply from the state liquor warehouse to agency liquor stores the 

various classes, varieties. and brands of liquor for resale at the state posted price. 

lii)IA) According to the ordering and delivery schedule set by the department, an agency liquor store 

may place a liquor order with the department at its state liquor warehouse in the manner to be established 

by the department. 

(8) The agency liquor store's purchase price is the department's posted price less the agency liquor 

store's commission rate in the state agency franchise agreement and less the agency liquor store's weighed 

average discount ratio. For purposes of this subsection (2)(b)lii)(8). for agency liquor stores or 

employee-operated state liquor stores that were operating June 30, 1994, the weighted average discount 

ratio is the ratio between an agency liquor store's or the employee-operated state liquor store's full case 

discount sales divided by the agency liquor store's or employee-operated state liquor store's gross sales, 

based on fiscal year 1994 reported sales, times the state discount rate for case lot sales, as provided in 

16-2-201, divided by the state discount rate for full case lot sales in effect on June 30, 1994. For all other 

stores that are placed in service after June 30, 1994, the weighted average discount ratio is the average 

ratio in fiscal year 1994 for similar sized stores for 1 year of operation. Thereafter, the weighted discount 

ratio must be computed on the store's first 12 months of operation. 
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(C) All liquor purchased from the state liquor warehouse by an agency liquor store must be paid for 

2 within 60 days of the date on which the department invoices the liquor to the agency liquor store. 

3 (c) An agency liquor store may sell table wine at retail for off-premises consumption. 

4 (3) (a) State liquer stores must so oonsidered far elesure, eonversien, er sale only when a store 

5 lease O)(pires. Prier ts the e*piratien of a lease, the department may oonduot a finaneial profitaeility ana>'(Sis 

6 using the eriteria in sueseetion ( 1 )(e)(i). In computing profit levels of state operated stores, the costs of the 

7 lieensing bureau and the legal and enforeeffient division, other than inspection easts directly attrieutable 

8 to liquor stores, may net be inoluded as 0lcpenses. The revenue oversight oernmittee must be informed of 

9 all plans for oon•,ersion, sale, or closure of state liquor stores. 

1 0 W Agency liquor stores may not be located in or adjacent to grocery stores in communities with 

11 populations over 3,000. This pre,•ision is applioasle enl',' to agene,,. agreements entered into after May 11, 

12 ~ 

1 3 (4) Agency stores must receive commissions eased on adjusted gros~ payable as follows: 

14 (a) a 10% commission for agencies in communities with less than '.l,OO0 in population, unless 

15 adjusted pursuant to subsection 16) or (8); 

16 (b) a commission established by competitive bidding unless adjusted pursuant to subsection (6) 

17 2!..lfil for agencies in communities with 3,000 or more in population. 

18 (5) An agency franchise agreement must: 

19 (a) be effective for a 10-year period and may be renewed every 10 yea1·s if the requirements of th.e 

20 agency franchise agreement have been satisfactorily performed; 

21 lb) require the agent to maintain comprehensive general liability insurance and liquor liability 

2 2 insurance throughout the term of the agency franchise agreement in an amount established by the 

23 department of administration. The insurance policy must: 

24 (i) declare the department as an additional insured; and 

25 Iii) hold the state harmless and agree to defend and indemnify the state in a cause of action arising 

26 from or in connection with the agent's negligent acts or activities in the execution and performance of the 

27 agency franchise agreementa~ 

28 (c) require the agent to provide performaneo seeurit•r in an ameunt eq,~al te tho average monthly 

29 value of inventary at east based en the mast resent 12 FAonth period ef inventory ,•alue at the agone·r stare 

30 loeatien or, if a 12 month histery is net availasle, the department's estimate of tho average vallclo provide 
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that upon termination by the department for cause or upon mutual termination, the agent is liable for any 

outstanding liquor purchase invoices. If payment is not made within the appropriate time, the department 

may immediately repossess all liquor inventory, wherever located7-af1tt 

ldl specify the reasonable service and space requirements that the agent will provide throughout 

the term of the agency franchise agreement. 

(6)@1 The commission percentage that the department pays the agent under an agency franchise 

agreement may be reviewed on July 1, 1998, and every & d years thereafter at the request of either party. 

If the agent concurs, the department may adjust the commission percentage to be paid during the remaining 

term of the agency franchise agreement or until the next time the commission percentage is reviewed, if 

that is sooner than the term of the agency franchise agreement, to a commission percentage that is equal 

to the average commission percentage being paid agents with similar sales volumes if: 

Will the agent's commission percentage is less than the average; and 

Willi all the requirements of the agency franchise agreement have been satisfactorily performed. 

(bl The adiusted commission percentage determined under subsection I6)(a) may be greater than 

the average commission paid agents with similar sales volume: 

(i) if the agent demonstrates that: 

IA) the agent has experienced cost increases that are beyond the agent's control, including but not 

limited to increases in the federally established minimum wage or escalation in prevailing rent: and 

(Bl the average commission percentage is insufficient to yield net income commensurate with net 

income experienced before the cost increases occurred: and 

(ii) if the department demonstrates that it is unable to indicate adiustments in the requirements 

specified in the agent's franchise agreement that will eliminate the impact of cost increases. 

17) The liability insurance anEI performanee seeuriW reeiuirements requirement may be reviewed 

every e, d years after July 1, 1995, at the request of either the agent or the department. If the agent 

concurs, the department may adjust the requirements to be effective during the remaining term of the 

agency franchise agreement if the adjustments adequately protect the state from risks associated with the 

loss of state assets or fFom the agent's negligent acts or activities in the execution and performance of the 

agency franchise agreement. The amount of liability insurance coverage may not be less than the minimum 

requirements of the department of administration. 

18) (a) Except as provided in subsection I8)(b), an agency franchise agreement must be renewed 
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for additional 10-year periods if the agent has satisfactorily performed all the requirements of the agency 

2 franchise agreement. Except for establishing the new term and except for a commission percentage that 

3 may be negotiated as provided in subsection (8)(b), changes in the agency franchise agreement as a result 

4 of a renewal may not be made unless the agent and the department mutually agree. 

5 (bl If at least 90 days prior to the expiration of a 10-year agency franchise agreement, the 

6 department determines that an adjustment of the commission percentage paid to the agent is in the best 

7 interests of the state, the department shall notify the agent of that determination. 

8 (c) If the agent does not concur with the department's commission percentage adjustment, the 

9 department shall advertise for bids for the agency franchise at the adjusted commission percentage, subject 

1 0 to the provisions of this chapter. If bids from persons who meet the criteria provided in this chapter are 

11 received by the department for the agency franchise at the adjusted commission percentage, the agent 

12 under the existing franchise agreement has a preference right to renew ,,he franchise agreement by 

13 concurring in the adjusted commission percentage. 

14 (d) If the agent under the existing franchise agreement declines to E1xercise the preference right 

15 under subsection (8)(c), the department shall enter into an agency franchise agreement as provided in this 

16 chapter with a person who accepted the adjusted commission percentage. 

17 le) If the agent exercises the preference right and believes the adjusted commission percentage 

18 to be inadequate or not in the best interests of the state, the agent may request an administrative hearing. 

19 The request must contain a statement of reasons why the agent believes thll commission percentage to 

20 be inadequate or not in the state's best interests. The department shall grant the request for a hearing if 

21 it determines that the statement indicates evidence that the adjusted commission percentage is inadequate 

22 or not in the state's best interests. The department may, after the hearing, adjust the commission 

23 percentage if the agent shows that the commission percentage is inadequate or not in the best interests 

24 of the state. If the department increases the commission percentage rate, the department shall set forth 

25 its findings and conclusions in writing and inform the agent and the other persons who offered to enter into 

26 an agency agreement at the adjusted commission rate. 

27 I9)ifil The department may terminate an agency franchise agreement if the agent has not 

28 satisfactorily performed the requirements of the agency franchise agreement er in the fallewing eases 

29 because the agent: 

30 (i) charges prices different from the state published price or provides different discounts; 
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(ii) fails to maintain sufficient liability insurance; 

2 (iii) has not maintained a quantity and variety of product available for sale commensurate with 

3 demand, delivery cycle, repayment schedule, mixed case shipments from the department, and the ability 

4 to purchase special orders; 

5 (iv) at an agency liquor store located 35 miles or more from the nearest agency liquor store, has 

6 operated the agency liquor store in a manner that makes the premises unsanitary or inaccessible for the 

7 purpose of making purchases of liquor; or 

8 (v) fails to comply with the express terms of the agency franchise agreement. 

9 (bl The department shall give an agent 30 days' notice of its intent to terminate the agency 

10 franchise agreement for cause and specify the unmet requirements. The agent may contest the termination 

11 and request a hearing within 30 days of the date of notice. If a hearing is requested, the department shall 

12 suspend its termination order until after a final decision has been made pursuant to the Montana 

1 3 Administrative Procedure Act. 

14 fat ill Ei<eept iA !D. the case of failure to make timely payments to the department for liquor 

15 purchased suspected theft er uAautherized use el state assets, the departmeAt shall gi,1e aA ageAt 30 days' 

16 Aetiee el its iAteAt to termiAate the ageAey fraAehise agreemeAt fer eause aAd speeify the uAmet 

17 requiremeAts. The ageAt may eeAtest the ageAcy fraAchise agroomeAt tormiAatieA aAd request a l=ieariAg 

18 witl=iiA :30 days. If a heariAg is requested, the departmeAt shall suspeAd its tormiAatieA erder uAtil after a 

19 fiAal doeisieA has eeeA made pursuaAt ta the MoAtana AdmiAistrative Procedure Act. 

20 le) If an agent is suspected el tl=ieft or unautherized use of state assets, the department may 

21 terminate the agency franchise agreement and retrieve its assets immediately repossess any liquor 

22 purchased and in the possession of the agent. If an agency franchise agreement is terminated, the agent 

23 may contest the agency fraAehise agreemeAt termination and request a hearing within 30 days of the 

24 department's retrie,1al ef assets repossession of the liquor. The agency store shall remain closed until a final 

25 decision has been reached following a hearing held pursuant to the Montana Administrative Procedure Act. 

26 ( 101 An agency franchise agreement may be terminated upon mutual agreement by the agent and 

2 7 the department. 

28 ( 11) An agent may assign an agency franchise agreement to a person who, upon approval of the 

29 department, is named agent in the agency franchise agreement, with the rights, privileges, and 

30 responsibilities of the original agent for the remaining term of the agency franchise agreement. The agent 
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shall notify the department of an intent to assign the agency franchise agreement 60 days before the 

2 intended effective date of the assignment. The department may not unreasonably withhold approval of an 

3 assignment _request. 

4 ~l\n a§ency a§reement in effect on Marcl'l 30, 1003, must ee con,·crted upon request of tl'le 

5 a§ent and appro,•al of tl'le department to a 10 year agene~· franchise agreement pursuant to subsostions 

6 (61 through (11) without conwetiti11e aids or proposals. 

7 ( 12) A person or entity may not hold an ownership inter.est in more than one agency liquor store. 

8 ( 13) The department shall maintain sufficient inventory in the state warehouse in order to meet a 

9 monthly service level of at least 97 % . " 

10 

11 Section 21. Section 16-2-104, MCA, is amended to read: 

12 "16-2-104. Hours. ( 11 ~ Agency liquor stores shall ee and may remain open during sueh period 

13 of the day as the aopartmont shall deem a011isablo the period between 8 a.m. and 2 a. m. The stores SRaU 

14 must be closed for the transaction of business on legal holidays and between the close of normal business 

15 Saturday fl-,ffi-, afternoon up to the opening of normal business Tuesday &.-ff!-, morning as set by department 

16 

17 (2)(a) An agency liquor store may be open on Mondays that are not legal holidays if 51 % of the 

18 all-beverages licensees within the agency liquor store's immediate market area sign a petition agreeing that 

1 9 agency liquor stores located within the immediate market area may be open on Mondays. The petition must 

20 be on a form prescribed by the department. The department shall verify the validity of the signatures on 

21 the petition. If the department determines that the petition contains sufficient valid signatures, all agency 

22 liquor stores within the designated market area must be allowed to transact business on Mondays that are 

23 not legal holidays. To determine the number of signatures needed, the department shall round up to the 

24 nearest whole number any fractional number of all-beverages licensees. 

25 (bl For the purposes of subsection I2)(a), immediate market area means: 

26 (ij the city limits for stores located in incorporated cities or towns; anc1 

27 (ii) the area contained within a 5-mile radius from a store or stores located in unincorporated cities 

28 or towns or in a consolidated local government. 

29 (21 ~lo sale or Eleli11ef'( of liquor or tasle wine shall Ile maee on or from tl=le premises of any state 

30 liquor store nor shall an'( store so open fer the sale of liquor er taslo ..,,·inc: 
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2 

3 

lal en any holiday reeognized by state law; 

lbl durin§ suoh other period and on suoh other days as the department may direct." 

4 Section 22. Section 16-2-105, MCA, is amended to read: 

5 "16-2-105. Place and time of selling liquor. We A liquor store mana§er agent and fl6 9 person 

6 acting as the clerk or servant an employee of or in any capacity for any mana§er shall agent may not sell 

7 liquor in any other place or at any other time or otherwise than as authorized by this code and the rules 

8 implementing this code." 

9 

1 O Section 23. Section 16-2-106, MCA, is amended to read: 

11 "16-2-106. Purchase price in advance. A liquor store mana§er agent may sell to any person sttefl 

12 any liquor and table wine as that the person is entitled to purchase in conformity with the provisions of this 

13 code and the rules made thereunder, provided that no delivery shall take place until the purchaser has paid 

14 tho purohase prise implementing this code. An agent may, under the terms and conditions that the agent 

15 establishes, deliver liquor and table wine purchased from the agent's agency liquor store." 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 24. Section 16-2-107, MCA, is amended to read: 

"16-2-107. No open alcoholic beverage container or alcoholic beverage consumption on premises 

of state agency store. ~Jo oUioar, elarl(, or a§ant sf the department emplo~'od in a state An agent and the 

agent's employees in an agency store &Rall may not allow any alcoholic beverage container to be opened 

on the premises of a-state an agency liquor store or allow any alcoholic beverage to be consumed on the 

premises of a-state an agency liquor store, nor &Rall may any person open an alcoholic beverage container 

or consume any alcoholic beverage an such premises in an agency liquor store." 

Section 25. Section 16-2-108, MCA, is amended to read: 

"16-2-108. Disposition of money received. All money reooivod from the sale sf liquor and table 

wine at tho state liquor stores must be doposiMd in tho enterprise fund in the state treasUP( to tho eredit 

of tho department. The department may purchase liquor and table wine from money deposited to its 

account in the enterprise fund. T.he department shall pay from its account in the enterprise fund its 

administrative expenses, subject to the limits imposed by legislative appropriation. We An obligation created 
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or incurred by the department may not be a debt or claim against the state of Montana but must be payable 

2 by the department solely from funds derived from the operation of state liquor Sffift!5 sales. The department 

3 shall pay into the state treasury to the credit of the enterprise fund the receipts from the sale of liquor and 

4 all taxes and license and permit fees collected by it. Taxes, license and permit fees, and the net proceeds 

5 from the operation of state liquor ~ sales must be transferred to the general fund." 

6 

7 Section 26. Section 16-2-201, MCA, is amended to read: 

8 "16-2-201. Reduction for quantity sales of liquor. Reduction of~ 8% of the retail price of liquor 

9 sold at the~ agency liquor store Sf\all must be made by the department for sales of liquor to any fHlfS&A 

1 O licensee purchasing liquor in unbroken case lots. No other reduction s-l¾l-11 may be made to any other 

11 person by the department for quantity sales of liquor." 

12 

13 Section 27. Section 16-2-301, MCA, is amended to read: 

14 "16-2-301. Retail selling price on table wine -- tax on certain table wine. ( 1) The retail selling prise 

15 at whieici table wine is sold either by ticie departA'lent, ticirougici a state eA'lplo•,•ee operated store, or b•,• a 

16 eoA'lA'lission a§ent who was appointed before April 30, 1987, ineluding subsequent renewals of sucici 

17 appointment, ans who elects to order table wine froA'l the departA'lent is eoFAputed by addin§ to the 

18 statewide weighted a•;era§e east of table wine ticie tai< and state FAarlEup as desi§natod by ticie departFAent. 

19 Rtill The retail selling price at which table wine is sold B'f a GOA'lFAission agent appointed sy ticie 

20 separtFAent alter May 1, 1987, at an agency liquor store is as determined by the agent. 

21 +Jt@ In addition to the tax on wine assessed under 16-1-411, there is a tax of 1 cent a liter on 

22 table wine sold by a table wine distributor to an agent as described in subsEiction Rt ill- This additional 

23 tax must be paid to the department by the distributor in the same manner as the tax under 16-1-411 is 

24 paid. The department shall deposit the tax paid under this section in the general fund." 

25 

26 Section 28. Section 16-3-103, MCA, is amended to read: 

27 "16-3-103. Unlawful sales solicitation or advertising -- exceptions. (1) Ne 8. person within the state 

28 5fiall may not: 

29 (al canvass for, receive, take, or solicit orders for the purchase or sale, of any liquor or act as agent 

30 or intermediary for the sale or purchase of any liquor or be represented as an agent or intermediary unless 
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permitted to do so under rules that slaiall ee are promulgated by the department to govern 5Hffi the 

2 activities; 

3 (b) canvass for or solicit orders for the purchase or sale of any beer or malt liquor except in the 

4 case of beer proposed to be sold to beer licensees duly authorized to sell beer under the provisions of this 

5 code; 

6 (c) exhibit, publish, or display or permit to be exhibited, published, or displayed any form of 

7 advertisement or any other announcement, publication, or price list of or concerning liquor or where or from 

8 whom the same may be had, obtained, or purchased unless permitted to do so by the rules of the 

9 department and then only in accordance with 5Hffi the rules. 

1 O (2) This section does not apply to: 

11 (a) the department, any act of the department, any S4ate agency liquor store; 

12 (b) the receipt or transmission of a telegram or letter by any telegraph agent or operator or 

13 post-office employee in the ordinary course of employment as 5Hffi the agent, operator, or employee; or 

14 (c) the sale and serving of beer in the grandstand and bleacher area of a county fairground or public 

15 sports arena under a special permit issued pursuant to 16-4-301 or a catering endorsement issued pursuant 

16 to 16-4-111 or 16-4-204." 

17 

18 Section 29. Section 16-3-106, MCA. is amended to read: 

19 "16-3-106. Conveyance of liquors, table wines, and beer -- opening alcoholic beverages during 

20 transit forbidden. I 1) It slaiall be j.§_ lawful to carry or convey liquor or table wine to any S4ate agency liquor 

21 store and to and from i¼flV the state liquor warehouse or any depot established by the department for the 

22 purposes of this code, and when permitted to do so by this code and the rules FAade thereunder and in 

23 aoeersanee therewith promulgated under this code, it shall be j.§_ lawful for any common carrier or other 

24 person to carry or convey liquor or table wine sold by a vendor from a state an agency liquor store or to 

25 carry or convey beer, when lawfully sold by a brewer, from the premises wherein sueh where the beer was 

26 manufactured or from premises where the beer may be lawfully kept and sold to any place to which the 

27 saffle liquor, table wine, or beer may be lawfully delivered under this code and the rules FAase tlaiereunser 

28 promulgated under this code. 

29 (2) Ne A common carrier or any other person &Aall may not open, break, or allow to be opened or 

30 broken any package or vessel containing an alcoholic beverage or drink or use or allow to be drunk or used 
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any alcoholic beverage therefrom while being carried or conveyed." 

2 

3 Section 30. Section 16-3-307, MCA, is amended to read: 

4 "16-3-307. Sale of liquor at less than posted price unlawful. It ~'le 1§. unlawful for any licensee 

5 under the provisions of this code to resell any liquor purchased by SHffi the licensee from a-s+ate an agency 

6 liquor store or the state of Montana for a sum less than the posted price estc1blished by the store and paid 

7 by the licensee therefor." 

8 

9 Section 31. Section 16-3-401, MCA, is amended to read: 

10 

11 

12 

13 

14 

1 5 

16 
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"16-3-401. Short title -- public policy -- purpose. (1) This part may be cited as the "Wine 

Distribution Act". 

(2) The public policy of the state of Montana is to maintain a system fer the importatieA aAEl sale 

of taele wiAe by the state threu§h state liquor faeilities aAd to provide for, regulate, and control the 

acquisition, importation, and distribution of table wine by licensed table win,9 distributors aAEl tho state. 

(3) This part governs relationships between suppliers and table wine distributors, and because the 

legislature recognizes the public interest and the ·interests of suppliers and table wine distributors in the fair, 

efficient, and competitive distribution of table wine, this part is intended to: 

(a) protect the table wine distributor's independence in managin9 his awn the distributor's 

business, including the establishment of selling prices; and 

(b) encourage table wine distributors to devote their best efforts to the sale and distribution of the 

table wines they sell and distribute." 

Section 32. Section 16-3-402, MCA, is amended to road: 

"16-3-402. Importation of wine -- records. ( 1) 'Nith the elEeeptioA of taelo wiAe purohasod by the 

ElepartFAeAt aAEI shippeEl to its warehouse, all All table wine manufactured outside of Montana and shipped 

into Montana sl=tall must be consigned to and shipped to a licensed table wine distributor, and b•f Aim be 

unloaded by the distributor into flis the distributor's warehouse in Montana or subwarehouse in Montana. 

The distributor shall distribute saie the table wine from ~ the warehouse or subwarehouse. 

(2) The distributor shall keep records at flis the distributor's principal place of business of all table 

wineL including the name or kind received, on hand, soldL and distributed. The: records may at all times be 
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inspected by any rnemser or represontati.,,o of the department of re.,,enue. 

2 (3) Any tasle Table wine Wflial that has been shipped into Montana and that has not been shipped 

3 to and distributed from a warehouse of a licensed table wine distributor or the department shall must be 

4 seized by any peace officer or representative of the department and may be confiscated in the manner as 

5 provided for the confiscation of intoxicating liquor." 

6 

7 Section 33. Section 16-3-403, MCA, is amended to read: 

8 "16-3-403. To whom table wine distributor may sell. ( 1) A table wine distributor may sell and 

9 deliver table wine purchased or acquired by fTim the distributor to: 

10 (al another table wine distributor, retailer, or common carrier Wfliefl that holds a license issued by 

11 the department of revenue; and 

12 (b) the deJ;1artment an agency liquor store-;---afl4 

13 (e) a eommission agent of the department. 

14 (2) It shall se ~ unlawful for any table wine distributor to sell, deliver, or give away any table wine 

15 to be consumed on s-HeA the distributor's premises or to give, sell, deliver, or distribute any table wine 

16 purchased or acquired by fTim the distributor to the public." 

17 

18 Section 34. Section 16-3-411, MCA, is amended to read: 

19 "16-3-411. Domestic winery. A winery located in Montana and registered pursuant to 16-4-107 

20 may: 

21 ( 1 I import in bulk, bottle, produce, blend, store, transport, or export wine it produces; 

22 (21 sell wine it produces at wholesale to the department or to wine distributors; 

23 (3) sell wine it produces at retail at the winery directly to the consumer for consumption on or off 

24 the premises; 

25 14) provide, without charge, wine it produces for consumption at the winery; 

26 (5) purchase from the department or its licensees brandy or other distilled spirits for fortifying wine 

27 it produces; or 

28 (6) obtain a special event permit under 16-4-301." 

29 

30 Section 35. Section 16-4-105, MCA, is amended to read: 
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"16-4-105. Limit on retail beer licenses -- wine license amendments -- off-premises consumption. 

2 (11 Except as otherwise provided by law, a license to sell beer at retail or beer and wine at retail, in 

3 accordance with the provisions of this code and the rules of the department, may be issued to any person, 

4 firm, or corporation WM that is approved by the department as a fit and proper person, firm, or corporation 

5 to sell beer, except that: 

6 (a) the number of retail beer licenses that the department may issue for premises situated within 

7 incorporated cit'1es and incorporated towns and within a distance of 5 miles from the corporate limits of 

8 Stl€-fl those cities and towns shall !!l!dfil be determined on the basis of population prescribed in 16-4-502 

9 as follows: 

10 (ii in incorporated towns of 500 inhabitants or less and within a distance of 5 miles from the 

11 corporate limits of SlcIBf\ the towns, not more than one retail beer license, which may not be used in 

12 conjunction with a retail all-beverages license; 

13 (ii} in incorporated cities or incorporated towns of more than 500 inhabitants and not over 2,000 

14 inhabitants and within a distance of 5 miles from the corporate limits of 5tl€R 1he cities or towns, one retail 

15 beer license for ea€f\ every 500 inhabitants, which may not be used in conjunction with retail all-beverages 

16 licenses; 

17 (iii) in incorporated cities of over 2,000 inhabitants and within a distance of 5 miles from the 

18 corporate limits of we!, the cities, four retail beer licenses for the first 2,000 inhabitants, two additional 

19 retail beer licenses for the next 2,000 inhabitants or major fraction thereof, and one additional retail beer 

20 license for ea€f\ every additional 2,000 inhabitants, which may not be used in conjunction with retail 

21 all-beverages licenses; 

22 (bl the number of the inhabitants in 5tl€R incorporated cities and incorporated towns, exclusive of 

23 the number of inhabitants residing within a distance of 5 miles from the corporate limits thereef of the cities 

24 or towns, shall !!8'torn governs tho number of retail beer licenses that may be issued for use within 5tl€R 

25 the cities and towns and within a distance of 5 miles from the corporate limits thereat of the cities and 

26 towns. If two or more incorporated mun_icipalities are situated within a distance of 5 miles from each other, 

27 the total number of retail beer licenses that may be issued for use in both of we!, the incorporated 

28 municipalities and within a distance of 5 miles from their respective corporate limits sRaH must be 

29 determined on the basis of the combined populations of both of~ the municipalities and may not exceed 

30 the fore!jein!I limitations in this section. The distance of 5 miles from the corporate limits of any 
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incorporated city or incorporated town !ffiaU must be measured in a straight line from the nearest entrance 

2 of the premises proposed for licensing to the nearest corporate boundary of~ the city or town. 

3 {cl retail beer licenses of issue on March 7, 1947, and retail beer licenses issued under 16-4-110, 

4 Wfli€fl that are in excess of the foregoing limitations si'lall 13e are renewable, but He new licenses may not 

5 be issued in violation of ~ these limitations; 

6 {di ~ these limitations do not prevent the issuance of a nontransferable and nonassignable retail 

7 beer license to an enlisted ffiefl.'..s persons', noncommissioned officers', or officers' club located on a state 

8 or federal military reservation on May 13, 1985, or to a post of a nationally chartered veterans' organization 

9 or a lodge of a recognized national fraternal organization if~ the veterans' or fraternal organization has 

10 been in existence for a period of 5 years or more prior to January 1, 1949; 

11 (el the number of retail beer licenses that the department may issue for use at premises situated 

12 outside of any incorporated city or incorporated town and outside of the area within a distance of 5 miles 

13 from the corporate limits tAoFoof of the city or town or for use at premises situated within any 

14 unincorporated towA sAall area must be a& determined by the department in the el10rsiso of its seHM 

15 discretion, except that He ~ retail beer license may not be issued for any premises so situated unless the 

16 department determines that the issuance of ~ the license is required by public convenience and 

17 necessity. 

18 {21 A person holding a license to sell beer for consumption on the premises at retail may apply to 

19 the department for an amendment to the license permitting the holder to sell wine as well as beer. The 

20 division may issue~ an amendment if it finds, on a satisfactory showing by tho applicant, that the sale 

21 of wine for consumption on the premises would be supplementary to a restaurant or prepared-food 

22 business. A person holding a beer-and-wine license may sell wine for consumption on or off the premises. 

23 Nonretention of the beer license, for whatever reason, shall mean ~ automatic loss of the wine 

24 amendment license. 

25 (3) A retail license to sell beer or table wine, or both, in the original packages for off-premises 

26 consumption only may be issued to any person, firm, or corporation wlcie that is approved by the 

27 department as a fit and proper person, firm, or corporation to sell beer or table wine, or both, and whose 

28 premises proposed for licensing are operated as a bona fide grocery store or a drugstore licensed as a 

29 pharmacy. The number of~ licenses that the department may issue is not limited by the provisions of 

30 subsection { 1) of this seotioA but~ must be determined by the department in tho mmrsiso of its seHM 
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discretion, and the department may in the e>1ereise sf its s-etffiEi discretion grant or deny any application for 

2 any StteR license or suspend or revoke any StteR license for cause." 

3 

4 Section 36. Section 16-4-401, MCA, is amended to read: 

5 "16-4-401. License as privilege -- criteria for decision on application. ( 1) A license under this code 

6 is a privilege which the state may grant to an applicant and is not a right to which any applicant is entitled. 

7 (2) Except as provided in subsection (6), in the case of a license that permits on-premises 

8 consumption, the department must find in every case in which it makes an order for the issuance of a new 

9 license or for the approval of the transfer of a license that: 

10 (a) in the case of an individual applicant: 

11 (i) the applicant will not possess an ownership interest in more than one establishment licensed 

12 under this chapter for all-beverages sales; 

13 (ii) the applicant does not possess an ownership interest in an agency liquor store as defined in 

1 4 1 6- 1 -106; 

1 5 MJJ.ill the applicant or any member of His the applicant's immediate family is without financing from 

16 or any affiliation to a manufacturer, importer, bottler, or distributor of alcoholic beverages; 

17 fiii-HlYl the applicant is a resident of the state and is qualified to vote in a state election; 

18 f+v+M the applicant's past record and present status as a purveyor of alcoholic beverages and as 

19 a businessman business person and citizen demonstrate that M the applicant is likely to operate His the 

20 establishment in compliance with all applicable laws of the state and local governments; and 

21 M_[y_j)_ the applicant is not under the age of 19 years; and 

22 (b) in the case of a corporate applicant: 

23 (i) the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

24 I2)(al(iii) (2)(a)(iv); 

25 (ii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

26 applicant listed in subsection (2)(a) ef tl=lis seetien; 

27 (iii) the corporation is authorized to do business in Montana; and 

28 (iv) in the case of a corporation not listed on a national stock exchange, each owner of stock meets 

29 the requirements of subsection (2)(a)(i) and {2)(a){ii); and 

30 (c) in the case of any other business entity as applicant: 
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Ii) if the applicant consists of more than one individual, all must meet the requirements of 

2 subsection {2)Ia); and 

3 (ii) if the applicant consists of more than one corporation, all must meet the requirements of 

4 subsection I2)(b). 

5 (3) In the case of a license that permits only off-premises consumption, the department must find 

6 in every case in which it makes an order for the issuance of a new license or for the approval of the transfer 

7 of a license that: 

8 (a) in the case of an individual applicant: 

9 {i) the applicant will not possess an ownership interest in more than one establishment licensed 

10 under this chapter for all-beverages sales; 

11 (ii} the applicant does not possess an ownership interest in an agency liquor store as defined in 

1 2 1 6- 1 -1 06; 

1 3 Miili.l the applicant or any member of l=fis the applicant's immediate family is without financing from 

14 or any affiliation to a manufacturer, importer, bottler, or distributor of alcoholic beverages; 

15 fiillJ..[Yl the applicant has not been convicted of a felony or, if the applicant has been convicted of 

16 a felony, l=fis the applicant's rights have been restored; 

17 fw+M the applicant's past record and present status as a purveyor of alcoholic beverages and as 

18 a susinessAlan business person and citizen demonstrate that IIB the applicant is likely to operate l=fis the 

19 establishment in compliance with all applicable laws of the state and local governments; and 

20 f-v-Hyil the applicant is not under the age of 19 years; and 

21 (bl in the case of a corporate applicant: 

22 (i) the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

23 (3I(a)(iii) (3}(a}(iv}; 

24 (ii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

25 listed in subsection {3)Ia) of this section; and 

26 (iii) the corporation is authorized to do business in Montana; and 

27 le) in the case of any other business entity as applicant: 

28 Ii) if the applicant consists of more than one individual, all must meet the requirements of 

29 subsection {3)1a); and 

30 (ii) if the applicant consists of more than one corporation, all must meet the requirements of 
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subsection (3)(b). 

14) In the case of a license that permits the manufacture, importing, or wholesaling of an alcoholic 

beverage, the department must find in every case in which it makes an order for the issuance of a new 

license or for the approval of the transfer of a license that: 

(a) in the case of an individual applicant: 

(i) the applicant has no ownership interest in any establishment licensed under this chapter for retail 

alcoholic beverages sales; 

(ii) the applicant does not possess an ownership interest in an agency liquor store as defined in 

16-1-106; 

Willil. the applicant has not been convicted of a felony or, if the applicant has been convicted of 

a felony, rus rights have been restored; 

wi+fu1 the applicant's past record and present status as a purveyor of alcoholic beverages and as 

a ausiAessFRan business person and citizen demonstrate that l=le-+s the applicant likely to operate rus the 

establishment in compliance with all applicable laws of the state and local governments; 

fMM the applicant is not under the age of 19 years; and 

MiY.il an applicant for a wholesale license is neither a manufacturer of an alcoholic beverage nor 

is owned or controlled by a manufacturer of an alcoholic beverage; and 

lb) in the case of a corporate applicant: 

Ii) the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

(4)1a){ii) (4)(a)(iii); 

(ii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

listed in subsection (4)1a) of this section; 

(iii) an applicant for a wholesale license is neither a manufacturer of an alcoholic beverage nor is 

owned or controlled by a manufacturer of an alcoholic beverage; and 

(iv) the corporation is authorized to do business in Montana; and 

(c) in the case of any other business entity as applicant: 

(i) if the applicant consists of more than one individual, all must meet the requirements of 

subsection (4)(a); and 

(ii) if the applicant consists of more than one corporation, all must meet the requirements of 

subsection (4l(b). 
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(5) In the case of a corporate applicant, the requirements of subsections (2)(b), (3)Ib), and (4)(b) 

2 apply separately to each class of stock. 

3 16) The provisions of subsection 12) do not apply to an applicant for or holder of a license pursuant 

4 to 16-4-302." 

5 

6 Section 37. Section 16-6-107, MCA, is amended to read: 

7 "16-6-107. Disposal of forfeited alcoholic beverages -- report. I 1) If a court or hearing examiner 

8 orders the forfeiture of alcoholic beverages under this code or if a claimant to an alcoholic beverage under 

9 16-6-105 or 16-6-106 fails to establish the claimant's right to the alcoholic beverage, the alcoholic 

1 O beverage in question and the packages in which the alcoholic beverage is kept must be delivered to the 

11 department. The department shall determine the market value of each forfeited alcoholic beverage found 

12 to be suitable for sale in the state agency liquor stores and shall pay the amount determined to the state 

13 treasurer after deducting any expenses incurred by the department for transporting the forfeited alcoholic 

14 beverage to the state liquor warehouse. The alcoholic beverage suitable for sale in~ an agency liquor 

15 store must be taken into stock by the department and sold under the provisions of this code. All alcoholic 

16 beverages found to be unsuitable for sale in state agency liquor stores must be destroyed by the 

1 7 department. 

1 8 ( 2) If an alcoholic beverage is seized by a peace officer, the officer shall report to the department 

19 in writing the particulars of the seizure." 

20 

21 Section 38. Section 16-6-303, MCA, is amended to read: 

22 "16-6-303. Sale of liquor not purchased from state agency liquor store forbidden -- penalty. It is 

23 unlawful for any licensee to sell or keep for sale or have on hls the licensee's premises for any purpose 

24 whatever any liquor except that purchased from the state an agency liquor store, and any licensee found 

25 in possession of or selling and keeping for sale any liquor wflieA that was not purchased from a state an 

26 agency liquor store shall, upon conviction, be punished by a fine of not less than $500 or more than 

27 $1,500, by imprisonment for not less than 3 months or more than 1 year, or by both Stief\ fine and 

28 imprisonment. If the department is satisfied that any sush the liquor was knowingly sold or kept for sale 

29 within the licensed premises by the licensee or by hls the licensee's agents, servants, or employees, the 

30 department shall immediately revoke the license." 
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Section 39. Section 17-8-244, MCA, is amended to read: 

2 "17-8-244. Exemptions. ill Section 17-8-242 does not apply to thE, following: 

3 f+tll!.l. interagency or intergovernmental transactions; 

4 Q+J..Ql claims subject to a good faith dispute; 

5 ~H£l. delinquencies due to natural disasters, disruptions in postal or delivery service, work 

6 stoppage due to labor disputes, power failures, or any other cause resulting from circumstances clearly 

7 beyond the control of the payer agency; 

8 f4H_g.J. contracts entered into before October 1, 1983; 

9 f-6¼.lfil wages due and payable to state employees or payments from any state retirement system 

10 created pursuant to Title 19; or 

11 f9t.ill claims submitted to the state or to its fiscal intermediary by providers of supplies or services 

12 under the Montana medicaid or workers' compensation program if reasonable cause for nonpayment exists. 

13 (2) In the case of liquor withdrawn from bailment in the state liquor warehouse by the department 

14 of revenue for the purpose of resale through agency liquor stores, payment is timely if paid within 60 days 

15 after the product is withdrawn." 

16 

17 Section 40. Section 30-9-104, MCA, is amended to read: 

18 "30-9-104. Transactions excluded from chapter. This chapter does not apply: 

19 ( 1) to a security interest subject to any statute of the United States such as the Ship Mortgage Act, 

20 1920, to the extent that StteH the statute governs the rights of parties to and third parties affected by 

21 transactions in particular types of property; 

22 (2) to a landlord's lien; 

23 (3) to a lien given by statute or other rule of law for services or mat1~rials except as provided in 

24 30-9-310 on priority of such liens; 

25 (4) to a transfer of a claim for wages, salary, or other compensation of an employee; 

26 (5) to a transfer by a government or governmental subdivision or agency; 

27 (6) to a sale of accounts or chattel paper as part of a sale of the business out of which they arose, 

28 or an assignment of accounts or chattel paper which is for the purpose of coll1iction only, or a transfer of 

29 a right to payment under a contract to an assignee who is also to do the performance under the contract, 

30 or a transfer of a single account to an assignee in whole or partial satisfaction of a preexisting 
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indebtedness; 

2 (7) to a transfer of an interest or claim in or under any policy of insurance, except-as provided with 

3 respect to proceeds (30-9-306) and priorities in proceeds 130-9-312); 

4 18) to a right represented by a judgment (other than a judgment taken on a right to payment which 

5 was collateral); 

6 19) to any right of setoff; 

7 110) except to the extent that provision is made for fixtures in 30-9-31 3, to the creation or transfer 

8 of an interest in or lien on real estate, including a lease or rents thereunder under the lease; 

9 ( 11) to a transfer in whole or in part of any claim arising out of tort; 8f 

10 (12) to a transfer of an interest in any deposit account 130-9-10511)), except as provided with 

11 respect to proceeds (30-9-306) and priorities in proceeds (30-9-312);__QI 

12 (13) to liquor in an agency liquor store as defined in 16-1-106." 

13 

14 NEW SECTION. Section 41. Repealer. Sections 16-2-302 and 16-2-303, MCA, are repealed. 

1 5 

16 NEW SECTION. Section 42. Codification instruction. [Sections 9 and 1 OJ are intended to be 

17 codified as an integral part of Title 16, chapter 2, part 1, and the provisions of Title 16, chapter 2, part 1, 

18 apply to [sections 9 and 10]. 

19 

20 NEW SECTION. Section 43. Effective date. (1) Except as provided in (2). [this act] is effective 

21 on passage and approval. 

22 12) [Section 24] is effective July 1, 1995. 

23 -END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for !:!.1;9574, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act generally revising liquor laws, providing for the conversion of employee-operated 
state liquor stores to agency liquor stores; providing that eligible state liquor store 
employees have a right of first refusal in becoming agents for the converted stores; 
providing for the purchase of liquor assets in stores by the agents operating the stores 
over an 18-month period; prohibiting new agency liquor stores for 4 years in cities or 
towns that had an agency liquor store in 1994; providing for a state lien on liquor in 
agency liquor stores; prohibiting a person from having an ownership interest in more than 
one agency liquor store; Jrohibiting an ownership interest in an agency liquor store by a 
person having another type of liquor license; providing for a bonus payment for certain 
state liquor division employees who remain in employment during the conversion process; 
amending laws relating to table wine to clarify the distribution and sale of table wine in 
relation to agency liquor stores; providing for the contractual and other administration 
of agency liquor stores; increasing the case discount on the sale of liquor to 8 percent 
and limiting the discount to alcoholic beverage licensees; providing that agency stores 
may be open on Mondays if a majority of the All-Beverages Licensees in the agency's market 
area agree; and providing effective dates. 

ASSUMPTIONS: 
1. The volume of liquor sold will be no different under the proposed legislation than 

under current law. 
2 .• The elimination of the state's authorization to purchase and distribute table wine 

will not affect revenue since the state has not been exercising this authority. 
3. The state will continue to set the price of a bottle of liquor sold at agency liquor 

stores in the same way it currently does. 
4. Under the proposal the cost of commissions for the agents who will operate the 26 

current state stores will equal the current operating expenses for those stores. 
5. Under the proposal commissions will be paid via a reduction in the retail posted 

price of a bottle of liquor sold to agents. For clarity, this fiscal note reflects 
the change in commissions as an operating expense. 

6. Increasing the full case discount rate from 5% to 8% effective on July l, 1995 for 
liquor licensees will not increase the volume of full case sales. 

7. The termination costs for state employees will include normal benefit payouts, 
bonuses as provided in HB574, and costs associated with the Employee Protection Act 
on the assumption that HB490 will be enacted. Employee Protection Act costs would 
include early retirement benefits and 6-mo health insurance coverage per employee. 

8. Initial inventory maintained in a state liquor store under current law will be sold 
to the agent of that store under the proposal. The agent will pay for this 
inventory in 16 equal monthly installments. 

9. The value of inventory at cost ($5.537 million), owned by the state in state liquor 
stores and in the central warehouse, will be transferred to the general fund by June 
30, 1997 after expenditure of close-out costs for terminating employees and the 
retention of central office employees, between July 1, 1995 and December 31, 1995, 
who would otherwise be subject to reduction in force. 

10. Reductions in FTE include 2.00 FTE which were included in the executive budget'.s 
proposed personal services reductions. 

·cs·."'.!__ ~~ 3-/-'{S' 
DAVE LEWIS, BUDGET DIRECTOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB0574. as introduced 
LL R. ,-; '1 t!1 



Fiscal Note Request, HB0574. as introduced 
Page 2 
(continued) 

FISCAL IMPACT: 

Expenditures: (rounded to nearer $1000) 

Merchandising E:xpenses: 
FTE 
Personal Services 
Operating Expense 
Depreciation 
Inventory Loss 

Total 

Licensee Discounts: 

Termination Costs: 
Benefits Payout 
Bonuses 
Early Retirement 
6-mo Health Insurance 
Inventory Writeoff 

Tocal 

Total Expenditures 

Revenues: 
Inventoiy Reduction 

Net :!:mpact: 
Liquor Profits (General Fund) 

FY96 
Difference 

(79. 50) 
(1,146,000) 

935,000 
(45,000) 
(55,000) 

(311,000) 

402,000 

207,000 
440,000 
214,000 
106,000 
150.000 

1,117,000 

1,208,000 

1,208,000 

0 

LONG RANGE EFFECTS OF PROPOSED LEGISLATION: 

FY97 
Difference 

(79.50) 
(2,303,000) 
1,967,000 

(45,000) 
(55,000) 

(436,000) 

410,000 

0 

0 

0 

0 

Q 

0 

(26,000) 

4,329,000 

4,355,000 

There would be ongoing savings (increased revenues transferred to gE,neral fund) of 
approximately $26,000 per year. 

• 
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HOUSE BILL NO. 574 

HB0574.02 

APPROVED BY COMMITTEE 
ON BUSINESS AND LABOR 

2 INTRODUCED BY REHBEIN, MILLER, GRINDE, ELLIS, MASOLO, HOLLAND, FELAND, FISHER, CURTISS, 

3 HARP, HARGROVE, BOHARSKI, KASTEN, KNOX, JORE, ORR, BARNETT, TASH, GAGE, BECK, 

4 HERRON, TAYLOR, VICK, HAYNE, M. HANSON, SLITER, OHS, MERCER, GROSFIELD, FORBES, 

5 SIMPKINS, COLE, CLARK, DEVANEY, ZOOK, STOVALL 

6 

7 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING LIQUOR LAWS; PROVIDING FOR THE 

8 CONVERSION OF EMPLOYEE-OPERATED STATE LIQUOR STORES TO AGENCY LIQUOR STORES; 

9 PROVIDING THAT ELIGIBLE STATE LIQUOR STORE EMPLOYEES HAVE A RIGHT OF FIRST REFUSAL IN 

10 BECOMING AGENTS FOR THE CONVERTED STORES; PROVIDING FOR THE PURCHASE OF LIQUOR 

11 ASSETS IN STORES BY THE AGENTS OPERATING THE STORES OVER AN 18-MONTH PERIOD; 

12 PROHIBITING NEW AGENCY LIQUOR STORES FOR 4 YEARS IN CITIES OR TOWNS THAT HAD AN 

13 AGENCY LIQUOR STORE IN 1994; PROVIDING FOR A STATE LIEN ON LIQUOR IN AGENCY LIQUOR 

14 STORES; PROHIBITING A PERSON FROM HAVING AN OWNERSHIP INTEREST IN MORE THAN ONi: 

15 AGENCY LIQUOR STORE; PROHIBITING AN OWNERSHIP INTEREST IN AN AGENCY LIQUOR STORE BY 

16 A PERSON HAVING ANOTHER TYPE OF LIQUOR LICENSE; PROVIDING FOR A BONUS PAYMENT FOR 

17 CERTAIN STATE LIQUOR DIVISION EMPLOYEES WHO REMAIN IN EMPLOYMENT DURING THE 

18 CONVERSION PROCESS; AMENDING LAWS RELATING TO TABLE WINE TO CLARIFY THE DISTRIBUTION 

19 AND SALE OF TABLE WINE IN RELATION TO AGENCY LIQUOR STORES; PROVIDING FOR THE 

20 CONTRACTUAL AND OTHER ADMINISTRATION OF AGENCY LIQUOR STORES; INCREASING THE CASE 

21 DISCOUNT ON THE SALE OF LIQUOR TO 8 PERCENT AND LIMITING THE DISCOUNT TO ALCOHOLIC 

22 BEVERAGE LICENSEES; PROVIDING THAT AGENCY STORES MAY BE OPEN ON MONDAYS IF A 

23 MAJORITY OF THE ALL-BEVERAGES LICENSEES IN THE AGENCY'S MARKET AREA AGREE; PROVIDING 

24 TIME LIMITS RELATING TO GRANTING OR DENYING A LICENSE; AMENDING SECTIONS 2-17-101, 

25 16-1-103, 16-1-105, 16-1-106, 16-1-301, 16-1-302, 16-1-303, 16-1-304, 16-1-402, 16-2-101, 16-2-104, 

26 16-2-105, 16-2-106, 16-2-107, 16-2-108, 16-2-201, 16-2-301, 16-3-103, 16-3-106, 16-3-307, 16-3-401, 

27 16-3-402, 16-3-403, 16-3-411, 16-4-105, 16-4-207, 16-4-401, 16-4-405, 16-6-107, 16-6-303, 17-8-244, 

28 AND 30-9-104, MCA; REPEALING SECTIONS 16-2-302 AND 16-2-303, MCA; AND PROVIDING EFFECTIVE 

29 DATES." 

30 
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54th Legislature 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

2 

HB0574.02 

3 NEW SECTION. Section 1. Eligible state employee. As used in [sections 1 through 81, "eligible 

4 state employee" means a state employee who worked 544 hours either in an employee-operated· state 

5 liquor store as a liquor store manager, assistant manager, or clerk or in the central office of the liquor 

6 division between July 1, 1994, and January 6, 1995, who is in a position subject to termination by 

7 [sections 1 through 8]. For purposes of this section, the term "worked" includes all hours reported to the 

8 central payroll system, such as but not limited to hours worked, sick leave, annual leave, and leave without 

9 pay. 

10 

11 NEW SECTION. Section 2. Purchase of initial inventory by existing state agent. (1) As of June 

12 30, 1995, the department of revenue shall calculate a closing statement showing the dollar amount of 

13 inventory on hand for each agency liquor store in operation on that date. As soon as practical thereafter, 

14 the department shall send to each agency liquor store a statement for the total price of the inventory, 

15 payable in 16 even monthly payments. The price must be calculated in the same manner as the price for 

16 liquor purchased by an agency liquor store under the provisions of 16-2-101. The first payment is due 60 

17 days from the date on which the department mails the statement, and each subsequent payment is due on 

18 the last day of the month for each month thereafter. At any time after payment of the first payment, an 

19 agent who is purchasing the initial inventory may pay in full the amount due or may increase the amount 

20 of each monthly payment. The payment of increased payments does not waive the making of a monthly 

21 payment until the initial purchase price is fully paid. 

22 (2) Any shortages due the state as of June 30, 1995, must be offset from the final commission 

23 payment. If the shortage exceeds the calculated commission payment, the agent shall make payment 

24 within 30 days of notice of the amount due. 

25 

26 NEW SECTION. Section 3. Purchase of initial inventory and trade fixtures from former state liquor 

27 store. (1) After the selection of an agent pursuant to [section 6] who was an eligible state employ(le or 

28 a business entity consisting of eligible state employees to operate an agency liquor store that is operating 

29 as a state liquor store, the person or entity selected as agent and the department of revenue shall agree 

30 upon a date of conversion from a state liquor store to an agency liquor store. The date must be between 
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July 1, 1995, and December 1, 1995. As of the day before the conversion date, the department shall 

2 calculate a closing statement showing the dollar amount of inventory on hand and the dollar amount of any 

3 trade fixtures that the agent chooses to purchase. As soon as practical thereafter, the department shall 

4 send to the agency liquor store a statement for the total price of the inventory and trade fixtures. payable 

5 in 16 even monthly payments. The price of liquor must be calculated in the same manner as the price for 

6 liquor purchased by an agency liquor store under the provisions of 16-2-101. Trade fixtures must be valued 

7 by the department as the amount, if any, in excess of the fixtures' depreciated value. The first payment 

8 is due 60 days from the date on which the department mails the statement, and each subsequent payment 

9 is due on the last day of the month for each month thereafter. At any time after payment of the first 

10 payment, an agent may pay in full the amount due or may increase the amount of each monthly payment. 

11 The payment of increased payments does not waive the making of a monthly payment until the initial 

1 2 purchase price is fully paid. 

13 12) Any shortages due the state as of the date of conversion must be paid by the store manager 

14 if the store manager becomes the liquor store agent or is a partner or shareholder in a business selected 

15 as the liquor store agent. The manager shall make payment within 30 days of notice of the amount due. 

16 

17 NEW SECTION. Section 4. Sales of returned liquor. Any inventory owned by the state that is 

18 located in either an agency liquor store or an employee-operated state liquor store prior to the operation 

19 of either [section 2] or [section 31, which in the opinion of the department of revenue is not economically 

20 feasible to be sold in agency liquor stores, may be returned to the state liquor warehouse. The department 

21 may, between July 1, 1995, and June 30. 1996, dispose of this inventory in any commercially reasonable 

22 manner, including but not limited to retail sales from the state liquor warehouse to retail licensees. After 

23 the department has exhausted all attempts to commercially dispose of the inventory, the department may 

24 dispose of it in any manner meeting its sound discretion. 

25 

26 NEW SECTION. Section 5. Liquor store employees preference rights and bonus payment. (1) Any 

27 liquor store employee or liquor division central office employee who meets the requirements of an eligible 

28 state employee who is terminated as a result of the operation of [sections 1 through 81 is eligible for a work 

29 incentive bonus if the employee continues in employment through December 31, 1995. This bonus is in 

30 addition to any reduction in force benefits or other benefits that the employee may be entitled to as a result 
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1 of termination under the provisions of [sections 1 through 8]. 

2 (a) The amount of the bonus must be computed by multiplying the eligible state employee's hourly 

3 wage by 26.8%. The resulting product must be multiplied by 2,080 and that resulting product must be 

4 multiplied by the quotient of the number of hours worked, not to exceed 1,088 hours, as an eligible state 

5 employee between July 1, 1994, and January 6, 1995, divided by 1,088, which result is equal to the 

6 employee's bonus. 

7 (b) An employee is entitled to the full amount of the bonus if the employee's employment is 

8 terminated by the department of revenue before December 31, 1995, becausE! of the operation of [sections 

9 1 through 8]. 

1 Q (2)(a) Notwithstanding any other provision of law, an employee of a state liquor store who meets 

11 the requirements of an eligible state employee must be given the first right of refusal for selection of the 

12 agent chosen to operate an agency liquor store. 

13 (b) The department's selection criteria in order of priority for selecting an agent for 

14 employee-operated state liquor stores to be converted to agency liquor stores are as follows: 

15 (i) The applicant must be either an eligible state employee who is an employee of the store, a 

16 partnership with a majority of the partners qualifying as eligible state employees and a majority of the 

1 7 partners working as employees of the state liquor store, or a corporation with ,at least one shareholder who 

18 is an eligible state employee and is an employee of the store. 

19 (ii) If no applicant meets the requirements of subsection (2)(b)(i), the applicant must be either an 

20 eligible state employee and an employee of another state liquor store in the same city or town, a partnership 

21 with a majority of the partners qualifying as eligible state employees and empl<lyees of another state liquor 

22 store in the same city or town, or a corporation with at least one shareholder who is an eligible state 

23 employee and is an employee of another state liquor store in the same city or town. 

24 (iii) If no applicant meets the requirements of subsection (2)(b)(i) or (2)(b)(ii). the state agent must 

25 be selected by the methods required by the department of administration. 

26 (3) All state liquor store employees and liquor division central office employees whose positions 

27 are eliminated as a result of [sections 1 through 8] are entitled to all the benefits accorded by the State 

28 Employee Protection Act in Title 2, chapter 18, part 12, as that part reads on the date on which the 

29 employee leaves state employment. 

30 
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1 NEW SECTION. Section 6. Conversion of existing state-operated liquor stores. (1)(a) Within 45 

.2 days of [the effective date of this section], an eligible state employee or a business entity consisting of 

3 eligible state employees, as referred to in [section 5(2)(b)(i)], may file an application or applications to 

4 operate as an agency liquor store the liquor store in which the employee or entity is employed or to operate 

5 as an agency liquor store another liquor store in the same community in which the employee or entity is 

6 employed. 

7 lb) The application must set forth the nature of the entity applying for the agency franchise 

8 agreement and the employee's or employees' preference rights, along with any other information that the 

9 department of revenue requires. 

10 (2)(a) If the employee or a business entity consisting of eligible state employees is the sole 

11 applicant, the department shall enter into an agency franchise agreement with either the employee or the 

12 business entity to operate the agency liquor store. 

13 lb) If more than one eligible state employee or business entity consisting of eligible state employees 

14 applies to be the agent for the liquor store in which the employee or entity works, the department shall use 

15 the appropriate competitive bidding procedures to select the agent. However, no other person may be 

16 allowed to apply. 

17 (3) The initial commission rate for agency liquor stores to be operated by employees is the direct 

18 operating expenses for a liquor store during fiscal year 1994 divided by the gross sales for fiscal year 1994, 

19 not to exceed 10%. The initial commission rate may not be less than 10% for stores in communities with 

20 less than 3,000 population. Any direct expense excluded by the 10% maximum rate must, IN THE 

21 CALCULATION OF THE COMMISSION RATES. be proportionally distributed among the remaining agency 

22 liquor stores. 

23 (4) If after 45 days after [the effective date of this section] an eligible state employee or business 

24 entity consisting of eligible state employees does not apply to operate the former state liquor store as an 

25 agency liquor store, the department shall use the appropriate competitive bidding procedures to select the 

26 agent. 

27 (5) For purposes of this section, an eligible state employee is considered to be an employee of the 

28 state liquor store in which the eligible employee worked a majority of the hours between July 1, 1994, and 

29 January 6, 1995. 

30 (6) Until converted to an agency liquor store, a state liquor store shall operate under the laws 
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governing the operation of state liquor stores as those laws read on January 1, 1995. 

2 

3 NEW SECTION. Section 7. No new agency franchises for four years. Notwithstanding the 

4 provisions of [section 9], the department of revenue may not establish any new agency liquor stores until 

5 after July 1, 1999, in any community that had at least one agency liquor store on July 1, 1994. 

6 

7 NEW Sl:CTION. Section 8. Exemption from privatization plan requirements. [Sections 1 through 

8 Bl do not constitute privatization by an agency as that term is used in Title 2, chapter 8, part 3, and the 

9 administration of [sections 1 through 8] by the department of revenue is not subject to the provisions of 

10 Title 2, chapter 8, part 3. 

11 

12 NEW SECTION. Section 9. Number and location of agency liquor stores. (1 )(a) In a community with 

13 a population of 12,000 or less, there may be one agency liquor store. In communities with populations 

14 greater than 12,000, there may be one agency liquor store for the first 12,000 inhabitants and one 

15 additional agency liquor store within increments of population of 40,000 inhabitants above 12,000 

16 inhabitants. In determining population, the department shall use the same methods used for determining 

1 7 increases in the retail license quota system as provided in 16-4-501. 

18 (b) In communities that are eligible for more than one agency liquor store, an agency liquor store 

19 ESTABLISHED AFTER )THE EFFECTIVE DATE OF THIS ACT) may not be loci3ted within a 1-mile radius of 

20 any other agency liquor store in the community. 

21 (2) An agency liquor store ESTABLISHED AFTER [THE EFFECTIVE DATE OF THIS ACT] may not 

22 be located in a community that is closer than 35 miles to another community in which an agency liquor 

23 store is presently located, except in the circumstance when the most recent population estimates show a 

24 25% growth in population or a growth of 1,000 inhabitants within a 2-year period, whichever is greater, 

25 and when this population increase is reasonably expected to continue for at least 5 years. 

26 

27 NEW SECTION. Section 10. State lien on liquor in agency liquor stores. The state has a first lien 

28 with an absolute first priority to secure any outstanding amounts due the state for liquor purchased on any 

29 inventory, including any after-acquired inventory in the possession of an ag,ant or on the premises of an 

30 agency liquor store, to secure payment for the existing inventory. The state has the right to physically 
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recover any inventory from an agency liquor store for any failure to timely make payments. 

2 

3 Section 11. Section 2-17-101, MCA, is amended to read: 

HB0574.02 

4 "2-17-101. Allocation of space. (1) The department of administration shall determine the Space 

5 required by state agencies other than the university system and shall allocate space in buildings owned or 

6 leased by the state, based on each agency's need. To efficiently and effectively allocate space, the 

7 department periodically shall identify the amount, location, and nature of space used by each agency. 

8 (2) An agency requiring additional space shall notify the department. The department, in 

9 consultation with the agency, shall determine the amount and nature of the space needed and locate space 

10 within a building owned or leased by the state to meet the agency's requirements. If fie space is not 

11 available in a building owned or leased by the state, the department shall locate space to be leased in an 

12 appropriate building or recommend alternatives to leMing, such as remodeling or exchanging space with 

13 another agency. A state agency may not lease, rent, or purchase property for quarters without prior 

14 approval of the department. 

15 (3) (a) The location of the chambers tor the house of representatives must be determined in the 

16 sole discretion of the house of representatives. The location· of the chambers of the senate must be 

17 determined in the sole discretion of the senate. 

18 lb) The department of administration, with the advice of the legislative council, shall allocate other 

19 space for the use of the legislature, including but not limited to space for committee rooms and legislative 

20 offices. 

21 14) For state agencies located in a city other than Helena, the department of administration shall 

22 consolidate the offices of these agencies in a single, central location within the city whenever the 

23 consolidation would result in a cost savings to the state while permitting sufficient space and facilities for 

24 the agencies. The department may purchase, lease, or acquire, by exchange or otherwise, land and 

25 buildings in the city to achieve consolidation. State retail liE11oJer stares, liE11oJer retail agencies, and effiees 

26 Offices of the law enforcement services division and motor vehicle division of the department of justice are 

27 exempted from consolidation." 

28 

29 Section 12. Section 16-1-103, MCA, is amended to read: 

30 "16-1-103. Policy as to retail sale of liquor. It is the policy of the state that it is necessary to 
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further regulate and control the sale and distribution of alcoholic beverages within the state and to ensure 

2 that the department has tt-:la aRtire complete regulatory control of the sale of liquor in tAe Ele13artmeRt ef 

3 reveR1:1e this state. It is advisable and necessary, in addition to the operation of the &t.He agency liquor 

4 stores now provided by law, that the department be empowered and authorized to grant licenses to persons 

5 qualified under this code to sell liquor purchased by them at &t.He agency liquor stores at retail posted price 

6 in accordance with this code and under rules promulgated by the department and under its strict 

7 supervision and control and to provide severe penalty for the sale of liquor except by and in state agency 

8 liquor stores and by persons licensed under this code. The restrictions, regulations, and provisions 

9 contained in this code are enacted by the legislature for the protection, health, welfare, and safety of the 

10 people of the state." 

11 

12 Section 13. Section 16-1-105, MCA, is amended to read: 

13 "16-1-105. Divisions of code. This code is divided into six chapters. Chapter 1 relates to the 

14 authority of the department of revenue to administer this code and the powers and functions of the 

1 5 department. Chapter 2 relates to the establishment of state agency liquor store:s and the keeping and selling 

16 of liquors. Chapter 3 relates to the control of liquor, wine, and beer. Chapter 4 relates to license 

17 administration. Chapter 5, now repealed, related to identification cards. Chapter 6 relates to enforcement." 

18 

19 Section 14. Section 16-1-106, MCA, is amended to read: 

20 "16-1-106. Definitions. As used in this code, the following definitions apply: 

21 ( 1) "Agency franchise agreement" means an agreement between the department and a person 

22 appointed to sell liquor and table wine as a commission merchant rather than as an employee. 

23 (2) "Agency liquor store" means a retail store operated under an aquncy franchise agreement in 

24 accordance with this code for the purpose of selling liquor at retail for off-prnmises consumption. 

25 Ql,.Ql "Alcohol" means ethyl alcohol, also called ethanol, or the hydrated oxide of ethyl. 

26 ~Ml "Alcoholic beverage" means a compound produced and sold for human consumption as a 

27 drink that contains more than 0.5% of alcohol by volume. 

28 +4+J.fil "Beer" means a malt beverage containing not more than 7% o,f alcohol by weight. 

29 f&tifil. "Beer importer" means a person other than a brewer who imports malt beverages. 

30 ~ill "Brewer" means a person who produces malt beverages. 
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18) "Con,munity" means: 

2 la) in an incorporated city or town, the area within the incorporated city or town boundaries; 

3 (b) ,n an unincorporated city or area, the area identified by the federal bureau of the census as a 

4 community for census purposes; and 

5 le) in a consolidated local government, the area of the consolidated local government not otherwise 

6 incorporated. 

7 ++Hfil "Department" means the department of revenue, unless otherwise specified. 

8 f8Hlill "Immediate family" means a spouse, dependent children, or dependent parents. 

9 AAJ.11.l "Import" means to transfer beer or table wine from outside the state of Montana into the 

10 state of Montana. 

11 ++Gtl..11.l. "Industrial use" means a use described as industrial use by the federal Alcohol 

1 2 Administration Act and the federal rules and regulations of 27 CFR. 

13 f+++M "Liquor" means an alcoholic beverage except beer and table wine. 

14 ~il±L "Malt beverage" means an alcoholic beverage made by the fermentation of an infusion or 

15 decoction, or a combination of both, in potable brewing water, of malted barley with or without hops or 

16 their parts or their products and with or without other malted cereals and with or without the addition of 

17 unmalted or prepared cereals, other carbohydrates, or products prepared from carbohydrates and with or 

18 without other wholesome products suitable for human food consumption. 

19 ~ilfil "Package" means a container or receptacle used for holding an alcoholic beverage. 

20 f-+4l-11.fil "Posted price" means the retail price of liquor and table wine as fixed and determined by 

21 the department and in addition an excise and license tax as provided in this code. 

22 +:1-e+J.lll. "Proof gallon" means a U.S. gallon of liquor at 60 degrees on the Fahrenheit scale that 

23 contains 50% of alcohol by volume. 

24 f+etl.lfil "Public place" means a place, building, or conveyance to which the public has or may be 

25 permitted to have access and any place of public resort. 

26 f++H.lfil "Rules" means rules adopted by the department or the department of justice pursuant to 

27 this code. 

28 f-1-8t(20) "State liquor faeili.ty warehouse" means a faeili.ty building owned or under control of the 

29 department for the purpose of receiving, storing, transporting, or selling alcoholic beverages to agency 

30 liquor stores. 
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( 1 Q) "State lifluor store" FReaAs a retail storo 013eratea ey tl=le ae13artFF1eAt iA oeeoraaAee witl=l tl=lis 

2 eeao for tl=le 13ur13oso of selliA!l lifluor aAa taele wiAe. 

3 QGJ.UJ.l "Storage depot" means a building or structure owned or operated by a brewer at any point 

4 in the state of Montana off and away from the premises of a brewery, which structure is equipped with 

5 refrigeration or cooling apparatus for the storage of beer and from which a brewer may sell or distribute 

6 beer as permitted by this code. 

7 +2-+t@ "Subwarehouse" means a building or structure owned or operated by a licensed beer 

8 wholesaler or table wine distributor, located at a site in Montana other than the site of the beer wholesaler's 

9 or table wine distributor's warehouse or principal place of business, and used for the receiving, storage, 

1 O and distribution of beer or table wine as permitted by this code. 

11 ~@ "Table wine" means wine that contains not more than 16% alcohol by volume. 

12 ~(24) "Table wine distributor" means a person importing into or purchasing in Montana table 

1 3 wine for sale or resale to retailers licensed in Montana. 

14 f-24+@ "Warehouse" means a building or structure located in Montana owned or operated by a 

15 licensed beer wholesaler or table wine distributor for the receiving, storage, and distribution of beer or table 

16 wine as permitted by this code. 

17 ~12.fil "Wine" means an alcoholic beverage made from or containing the normal alcoholic 

18 fermentation of the juice of sound, ripe fruit or other agricultural products without addition or abstraction, 

19 except as may occur in the usual cellar treatment of clarifying and aging, and that contains more than 0.5% 

20 but not more than 24% of alcohol by volume. Wine may be ameliorated to correct natural deficiencies, 

21 sweetened, and fortified in accordance with applicable federal regulations and the customs and practices 

22 of the industry. Other alcoholic beverages not defined in this subsection but made in the manner of wine 

23 and labeled and sold as wine in accordance with federal regulations are also wine." 

24 

25 Section 15. Section 16-1-301, MCA, is amended to read: 

26 "16-1-301. Administration of code. The department shall have the powers and duties to administer 

27 the Montana Alcoholic Beverage Code, including the general control, management, and supervision of all 

28 state agency liquor stores." 

29 

30 Section 16. Section 16-1-302, MCA, is amended to read: 

~na Leg/stative counc/1 
- 10 - HB 574 



54th Legislature HB0574.02 

"16-1-302. Functions, powers, and duties of department. The department has the following 

2 functions, duties, and powers: 

3 (1) to buy, import, have in its possession for sale, and sell liquors ans wble wine; 

4 (2) to control the possession, sale, and delivery of liquors in accordance with the provisions of this 

5 code; 

6 (3) to determine the municipalities where m agency liquor stores are to be established 

7 throughout the state and the situation of the stores within these municipalities; 

8 (4) to lease, furnish, and equip any building or land required to administer its duties under this 

9 code; 

10 15) to buy or lease plants and equipment necessary to administer its duties under this code; 

11 (6) to employ stoFo R'lanageFs and otheF the necessary employees required to administer this code 

12 and to dismiss them, assign them their title, and define their respective duties and powers and to contract 

13 with the department of justice for investigative services or to contract for the services of experts and 

14 persons engaged in the practice of a profession, if appropriate; 

15 (7) to determine the nature, form, and capacity of all packages to be used for containing liquor kept 

16 or sold under this code; 

17 18) to grant and issue licenses under this code; 

18 (9) to place special restrictions on the use of a particular license, which must be endorsed upon 

19 the face of the license, if the special restrictions are made pursuant to a hearing held in connection with 

20 the issuance of the license or if the special restrictions are agreed to by the licensee; 

21 ( 10) without limiting or being limited by the foregoing, to do all things necessary to administer this 

22 code or rules." 

23 

24 Section 17. Section 16-1-303, MCA, is amended to read: 

25 "16-1-303. Department rules. (1) The department and the department of justice may make rules 

26 not inconsistent with this code necessary to efficiently administer this code. 

27 (2) Rules made by the department may include but are not limited to the following: 

28 (a) regulating the equiJiFAent and FAanageFAent contractual operation of m agency liquor stores 

29 and warehouses in which liquor or table wine is kept or sold and prescribing the books and records to be 

30 kept; 
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(bl prescribing the duties of department employees and regulating their conduct while in the 

2 discharge of their duties; 

3 (cl governing the purchase of liquor ans tallle wine and the furnishing of liquor ans tallle wine to 

4 state agency liquor stores; 

5 (d) determining the classes, varieties, and brands of liquor ans talllc, wine to be~ available for 

6 distribution from the state liquor warehouse sale at an',' state store; 

7 (e) prescribing the minimum hours during which state agency liquor stores must be open for the 

8 sale of alcoholic beverages; 

9 (f) providing for the issuing and distributing of price lists showing the price to be paid by 

1 O purchasers for each class, variety, or brand of liquor ans tail le wine kept fo1' sale; 

11 (g) prescribing forms to be used for the purpose of this code or the rules and the terms and 

12 conditions for permits and licenses issued and granted under this code; 

13 (h) prescribing the form of records of purchase of liquor ans tallle wino and the reports to be made 

14 to the department and providing for inspection of the records; 

1 5 (i) prescribing the manner of giving and serving notices required by this code or the rules; 

16 (j) prescribing the fees payable for permits and licenses issued under this code for which fie fees 

17 are not prescribed in this code and prescribing the fees for anything done or permitted to be done under 

18 the rules; 

19 (k) prescribing, subject to the provisions of this code, the conditions and qualifications necessary 

20 for the obtaining of alcoholic beverage licenses and the books and records to be kept and the returns to 

21 be made by the licensees; 

22 (I) specifying and describing the place and the manner in which alcoholic beverages may be lawfully 

23 kept or stored; 

24 (m) specifying and regulating the time when and the manner by which vendors and brewers may 

25 deliver alcoholic beverages under this code and the time when and the manner by which alcoholic 

26 beverages, under this code, may be lawfully conveyed or carried; 

27 (n) governing the conduct, management, and equipment of any premises licensed to sell alcot,olic 

28 beverages under this code; 

29 (o) providing for the imposition and collection of taxes and making rules respecting returns, 

30 accounting, and payment of the taxes to the department. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

(3) The department of justice may adopt rules to administer and implement its responsibilities under 

this title, including but not limited to rules providing for the inspection of licensed premises or premises 

where the sale of liquor has been proposed. 

(4) Whenever this code provides that an act may be done if authorized by rules, the department, 

subject to the restrictions in subsection (1 ), may make rules respecting the act. 

(5) The department shall use the negotiated rulemaking procedures contained in Title 2, chapter 

5, for the purpose of adoption of rules related to the operation of agency liquor stores. However, the 

department may not be required to pay any expenses of the participants or of any persons engaged in the 

rulemaking process as provided for in 2-5-110." 

11 Section 18. Section 16-1-304, MCA, is amended to read: 

12 "16-1-304. Prohibited acts. ( 1) A'll employee of the department involved in the operation of the 

13 state liquor warehouse or state liEJuor stores, the issuance of licenses, or the collection of alcoholic 

14 beverages taxes or an employee of the department of justice directly involved with the investigation of 

15 matters concerning the manufacture, sale, and distribution of alcoholic beverages may not be directly or 

16 indirectly interested or engaged in any other business or undertaking dealing in liquor or tasle wiAe, whether 

17 as owner, part owner, partner, member of syndicate, shareholder, agent, or employee for the employee's 

18 own benefit or in a fiduciary capacity for some other person. 

19 (2) An employee of the state, a state agent, or any person having any ownership interest in an 

20 agency liquor store may not solicit or receive directly or indirectly any commission, remuneration, 0f gifti 

21 or other thing tangible or intangible of value from any person or corporation selling or offering liquor er tal31e 

22 W+fle for sale to the state pursuant to this code. 

23 (3) A person selling or offering for sale to or purchasing liquor er taslo ·,YiAe from the state may 

24 . not directly or indirectly offer to pay any commission, profit, or remuneration or make any gift to any 

25 fflOffleer er employee of the state, any state agent, or any person having any ownership interest in an 

26 agency liquor store or to anyone on behalf of the memser er an employee. 

27 (4) The prohibition contained in subsection (3) does not prohibit the state from receiving samples 

28 of liquor er table v,·iAo for the purpose of chemical testing, subject to the following limitations: 

29 {al Each manufacturer, distiller, compounder, rectifier, importer, or wholesale distributor or any 

30 other person, firm, or corporation proposing to sell any liquor or tasle 11.1ine to the state of Montana shall 
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submit, without cost to the state prior to the original purchase, an analysis of each brand and may submit 

2 a representative sample not exceeding 25 fluid ounces of the merchandise to the state. 

3 lb) When a brand of liquor er table wine has been accepted for testing by the state, the state shall 

4 forward the sample, unopened and in its entirety, to a qualified chemical laboratory for analysis. 

5 (c) The state shall maintain written records of all samples received. The records must show the 

6 brand name, amount and from whom received, date received, the laboratory or chemist to whom 

7 forwarded, the state's action on the brand, and the person to whom delivered or other final disposition of 

8 the sample. 

9 (5) Liquor, wine, er etRer aleeiclelie bevera§e may not be withdrawn from the regular warehouse 

1 O inventory or from the state agency liquor stores for any purpose other than final sale to the consumer at 

1 1 the prevailing state retail prices or for destroying damaged or defective merchandise. The state shall 

12 maintain a written record including the type, brand, container size, number of bottles or other units, 

13 signatures of witnesses, and method of destruction or other disposition of damaged or defective warehouse 

14 er sMte stare merchandise. 

15 (6) The state may not require a company that manufactured, distilled, rectified, bottled, or 

16 processed and sold less than 200,000 proof gallons of liquor nationwide in the previous calendar year to 

1 7 maintain minimum amounts of liquor er '#ine in the state warehouse while the distiller er ,,.,.inef'; retains 

18 ownership of the product. 

19 (71 The state FA □·; net reeil,lire a eeFApan'f ticlat bottleel anel selel less than 1 QQ,QQQ wine §all ens ef 

20 tal3Ie wine natienwiele in tl:le pre·,io1,JS ealenelar )«ear to maintain FAiniFAl,JFA arno~rnts ef ta13Io wino in tile state 

21 warehe1,Jse wAilo tAe eornpan•,• retains ownersRi13 of tl:le 13reel1,Jet." 

22 

23 Section 19. Section 16-1-402, MCA, is amended to read: 

24 "16-1-402. Payment of excise tax by carriers. ( 1 l Every airline or railroad operating in the state of 

25 Montana and selling liquor purchased outside this state for consumption within this state shall pay to the 

26 department the excise taxes and state markup wl=lieA that would be applicable to ~ the liquor if 

27 purchased from #le an ~ agency liquor store.-

28 12) The amount of ~ excise taxes and state markup payable 5ltall !!l!!fil be determined by 

29 multiplying the following factors: 

30 (al the average liquor used per departure; 
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lb) the number of departures from Montana on which liquor is served; 

le) the ratio of Montana revenue passenger miles to system revenue passenger miles; and 

Id) the applicable excise tax and state markup rates. 

13) From saie the product, the carrier shall subtract the amount of excise taxes and state markup 

on purchases of liquor made within this state." 

Section 20. Section 16-2-101, MCA, is amended to read: 

"16-2-101. Establishment and closure of state agency liquor stores -- agency franchise agreement 

-- kinds and prices of liquor aRll table wiRe. I1)Ia) The ElepartfFleRt sl:lall establish aREI FF1aiRtaiR eRe er mere 

stores, to be lmewn as "state lieiuer stores", as ti:le ElepartfFlent finEls feasible fer tl:le sale ef lifjuer anEI table 

wiRe in aeeerElanee with the previsiens ef tl:lis eeae ana tl:le rules aaeptea unEler tl:lis eoae. 

fat The department shall enter into afl agency franchise agreement agreements or eFF113le•; the 

neeessary l:lel,:i to operate #le agency liquor stores as the department finds feasible for the sale of liquor 

ana shall Elesignate the Eluties to be perferFF1ed b•r the agent or offl13lo•,"ees. 

(el 0Ree establishea, a store FF1ay net be elesed, een~·ertea to an agene,,- store, er said by tl:le 

departfFlent unless: 

(ii ti:lo stare is returning less tl:lan a 10% profit to the state; er 

(ii) tl:lo elosure er sale is appreved by tl:le logislatme. 

I2)1fil The department may from time to time fix the prices at which the various classes, varieties, 

and brands of liquor aoo table wino may be sold, and prices must be the same at all s-tate agency liquor 

stores. 

(b)(i) The department shall supply from the state liguor warehouse to agency liquor stores the 

various classes, varieties, and brands of liquor for resale at the state posted price. 

(ii)(A) According to the ordering and delivery schedule set by the department. an agency liquor store 

may place a liquor order with the department at its state liquor warehouse in the manner to be established 

by the department. 

(Bl The agency liquor store's purchase price is the department's posted price less the agency liquor 

store's commission rate in the state agency franchise agreement and less the agency liguor store's weighed 

average discount ratio. For purposes of this subsection (2){b){ii)(B), for agency liquor stores or 

employee-operated state liquor stores that were operating June 30, 1994, the weighted average discount 

~na Legislative Council 
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ratio is the ratio between an agency liquor store's or the employee-operated state liquor store's full case 

2 discount sales divided by the agency liquor store's or employee-operated state liquor store's gross sales. 

3 based on fiscal year 1994 reported sales. times the state discount rate for case lot sales. as provided in 

4 16-2-201. divided by the state discount rate for full case lot sales in effect on June 30, 1994. For all other 

5 stores that are placed in service after June 30, 1994, the weighted average discount ratio is the average 

6 ratio in fiscal year 1994 for similar sized stores for 1 year of operation. Thereafter, the weighted discount 

7 ratio must be computed on the store's first 12 months of operation. 

8 (C) All liquor purchased from the state liquor warehouse by an agency liquor store must be paid for 

9 within 60 days of the date on which the department invoices the liquor to the agency liquor store. 

10 le) An agency liquor store may sell table wine at retail for off-premi:,es consumption. 

11 13) !al State liEJuer stares rnust be eeRsiaereEl for elosuro, eoRYersiciR, or sale oRly .,.,,hen a swre 

12 lease eJ<pires. Prior te the eiEpiratioR of a lease, tho ElepartrneRt rnay eoREluet a fiRaneial profitability anal.,·sis 

13 usiR!J the criteria iR suesootioR (1 HeHil. In eornputin!J prefit le\·els of state eperatea stores, the easts of the 

14 lioeRsin!J e1:1rea1:1 ans the le!Jal aREl eRforeerneRt ElivisioR, other thaR iRspeetil3n easts Elireetl'f attributaele 

15 to liEJl:IOF sterns, ffla'f not ee inoluElee as eiEpeRses. Tl=le re·~enue e\'BFSi!jht eomrnittee rnust ee iRforrnea of 

16 all plaRs for eeRversieR, sale, or elosure of Maw liEJuor stores. 

17 ™ Agency liquor stores may not be located in or adjacent to grocery stores in communities with 

18 populations over 3,000. This pro•risien is ap,:,lieable only to a!JORO'( a€jreernents entereEl inte after Ma•,- 11, 

19 +98-7-, 

20 (4) AgoRey THE DEPARTMENT SHALL NEGOTIATE COMMISSIONS WITH AGENCY STORES, AND 

21 AGENCY stores must receive commissions eases OR aejustoe !Jress sales gayable as follows: 

22 (a) a 1 Q% oornfflissioR COMMISSION OF 10% OR MORE, BUT NOT TO EXCEED 15%, for agencies 

23 in communities with less than 3,000 in population, unless adjusted pursuant to subsection (6) or (8); 

24 (b) a commission established by competitive bidding unless adjusted pursuant to subsection (6) 

25 Q!Jfil for agencies in communities with 3,000 or more in population. 

26 (5) An agency franchise agreement must: 

27 (a) be effective for a 10-year period and may be renewed every 10 years if the requirements of the 

28 agency franchise agreement have been satisfactorily performed; 

29 (b) require the agent to maintain comprehensive general liability insurance and liquor liability 

30 insurance throughout the term of the agency franchise agreement in an amount established by the 

~na Ler,Jslatl11e Council 
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department of administration. The insurance policy must: 

2 (i) declare the department as an additional insured; and 

3 (ii) hold the state harmless and agree to defend and indemnify the state in a cause of action arising 

4 from or in connection with the agent's negligent acts or activities in the execution and performance of the 

5 agency franchise agreemenh~ 

6 le) require the agent to 13ro·,ide 13erfermanee seeurity in an amount equal to the average monthl·r 

7 value of inventOF'f at east eased on the most reeent 12 month 13orisd sf inventory •talue at the ageney store 

8 lseatisn or, if a 12 ms nth history is not a•,ailatJle, the de13artFAent's estimate sf the average value provide 

9 that upon termination by the department for cause or upon mutual termination, the agent is liable for any 

10 outstanding liquor purchase invoices. If payment is not made within the appropriate time, the department 

11 may immediately repossess all liquor inventory, wherever located~~ 

12 (d) specify the reasonable service and space requirements that the agent will provide throughout 

1 3 the term of the agency franchise agreement. 

14 16)@1 The commission percentage that the department pays the agent under an agency franchise 

15 agreement may be reviewed on July 1, 1998, and every & ~ years thereafter at the request of either party. 

16 If the agent concurs, the department may adjust the commission percentage to be paid during the remaining 

17 term of the agency franchise agreement or until the next time the commission percentage is reviewed. if 

18 that is sooner than the term of the agency franchise agreement, to a commission percentage that is equal 

1 9 to the average commission percentage being paid agents with similar sales volumes if: 

20 +al-ill the agent's commission percentage is less than the average; and 

21 AA@ all the requirements of the agency franchise agreement have been satisfactorily performed. 

22 (b) The adjusted commission percentage determined under subsection (6)(a) may be greater than 

23 the average commission paid agents with similar sales volume: 

24 (i) if the agent demonstrates that: 

25 (A) the agent has experienced cost increases that are beyond the agent's control, including but not 

26 limited to increases in the federally established minimum wage or escalation in prevailing rent; and 

27 (B) the average commission percentage is insufficient to yield net income commensurate with net 

28 income experienced before the cost increases occurred; and 

29 (ii) if the department demonstrates that it is unable to indicate adjustments in the requirements 

30 specified in the agent's franchise agreement that will eliminate the impact of cost increases. 

~na Ler,/slatlve counc/1 
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(7) The liability insurance aAd perfsrmaAee seeurity FBE1UiremsAtS requirement may be reviewed 

2 every & ~ years after July 1 • 1995, at the request of either the agent or the department. If the agent 

3 concurs, the department may adjust the requirements to be effective during the remaining term of the 

4 agency franchise agreement if the adjustments adequately protect the state from risks associated with the 

5 less sf state assets er from tJ:ie agent's negligent acts or activities in the execution and performance of the 

6 agency franchise agreement. The amount of liability insurance coverage may not be less than the minimum 

7 requirements of the department of administration. 

8 (8) (a) Except as provided in subsection (8)(b), an agency franchise agreement must be renewed 

9 for additional 10-year periods if the agent has satisfactorily performed all the requirements of the agency 

1 O franchise agreement. Except for establishing the new term and except for a commission percentage that 

11 may be negotiated as provided in subsection (81(b), changes in the agency franchise agreement as a result 

12 of a renewal may not be made unless the agent and the department mutually agree. 

13 (b) If at least 90 days prior to the expiration of a 10-year agency franchise agreement, the 

14 department determines that an adjustment of the commission percentage paid to the agent is in the best 

15 interests of the state, the department shall notify the agent of that determination. 

16 (c) If the agent does not concur with the department's commission percentage adjustment, the 

17 department shall advertise for bids for the agency franchise at the adjusted commission percentage, subject 

18 to the provisions of this chapter. If bids from persons who meet the criteria provided in this chapter are 

19 received by the department for the agency franchise at the adjusted commission percentage, the agent 

20 under the existing franchise agreement has a preference right to renew the franchise agreement by 

21 concurring in the adjusted commission percentage. 

22 (d) If the agent under the existing franchise agreement declines to exercise the preference right 

23 under subsection (81(c), the department shall enter into an agency franchise a11reement as provided in this 

24 chapter with a person who accepted the adjusted commission percentage. 

25 (e) If the agent exercises the preference right and believes the adjusted commission percentage 

26 to be inadequate or not in the best interests of the state, the agent may request an administrative hearing. 

27 The request must contain a statement of reasons why the agent believes the commission percentage to 

28 be inadequate or not in the state's best interests. The department shall grant the request for a hearing if 

29 it determines that the statement indicates evidence that the adjusted commission percentage is inadequate 

30 or not in the state's best interests. The department may, after the hearing, adjust the commission 
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percentage if the agent shows that the commission percentage is inadequate or not in the best interests 

of the state. If the department increases the commission percentage rate, the department shall set forth 

its findings and conclusions in writing and inform the agent and the other persons who offered to enter into 

an agency agreement at the adjusted commission rate. 

(9)@1 The department may terminate an agency franchise agreement if the agent has not 

satisfactorily performed the requirements of the agency franchise agreement or iA the followiAg eases 

because the agent: 

(i) charges prices different from the state published price or provides different discounts; 

(ii) fails to maintain sufficient liability insurance; 

(iii) has not maintained a quantity and variety of product available for sale commensurate with 

demand, delivery cycle. repayment schedule. mixed case shipments from the department, and the ability 

to purchase special orders; 

(iv) at an agency liquor store located 35 miles or more from the nearest agency liquor store, has 

operated the agency liquor store in a manner that makes the premises unsanitary or inaccessible for the 

purpose of making purchases of liquor; or 

(v) fails to comply with the express terms of the agency franchise agreement. 

(b) The department shall give an agent 30 days' notice of its intent to terminate the agency 

franchise agreement for cause and specify the unmet requirements. The agent may contest the termination 

and request a hearing within 30 days of the date of notice. If a hearing is requested. the department shall 

suspend its termination order until after a final decision has been made pursuant to the Montana 

Administrative Procedure Act. 

fat J.£1 E11ee19t iA !D. the case of failure to make timely payments to the department for liquor 

purchased sus19eotee theft or uAauthorizeEi use of state assets, the eo19artFAent shall gi•Je an □!Jent ao eays' 

notioe of its intent to torFAinato tho a!Jonoy franshise a§reeFAent for sause ane speoify the unmet 

requirements. The a§eAt ma'( SOAtost the a§oAsy franehise □!jreoFAont toFA'lination and request a hearing 

within 30 days. If a hoarin!l is requested, the departFAent shall sus19end its terFAination order until after a 

final dosision has aeon ffl □do 19ursuaAt to the Montana AdFAinistrative Prosedure Ast. 

il3l If an a!JeAt is sus19oeted ef theft or unauthorized use of state assets, the department may 

terminate the agency franchise agreement and retrie~·o its assets immediately repossess any liquor 

purchased and in the possession of the agent. If an agency franchise agreement is terminated, the agent 

~na Leotslattve coundt 
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may contest the a§ISASV fraReRise agreeR1eAt termination and request a hearing within 30 days of the 

department's retrie.,.al ef assets repossession of the liquor. The agency store shall remain closed until a final 

decision has been reached following a hearing held pursuant to the Montana Administrative Procedure Act. 

I 10) An agency franchise agreement may be terminated upon mutual agreement by the agent and 

the department. 

( 11) An agent may assign an agency franchise agreement to a person who, upon approval of the 

department, is named agent in the agency franchise agreement, with the rights, privileges, and 

responsibilities of the original agent for the remaining term of the agency franchise agreement. The agent 

shall notify the department of an intent to assign the agency franchise agreement 60 days before the 

intended effective date of the assignment. The department may not unreasom1bly withhold approval of an 

assignment request. 

(12) AA ageAC'( agreeR1eAt iA effect eA Mareh ao, 199a, R1ust 00 eerwerteB u13eA refluest ef tt:le 

age Rt BAB a1313ro•1al of Hie Be13artR1eAt te a l O year agIrnev fraReRise agreeR1eAt 13ursuaAt te su0sesti0Rs 

(el througR ( 11) witt:lout eeR113etiti.,.e 0iBs er preposals. 

( 12) A person or entity may not hold an ownership interest in more than one agency liquor store. 

( 13) The department shall maintain sufficient inventory in the state warehouse in order to meet a 

monthly service level of at least 97%." 

Section 21. Section 16-2-104, MCA, is amended to read: 

"16-2-104. Hours. ( 1) State Agency liquor stores st:lall 00 □ AB may remain open during suoR porioB 

of tt:lo €la',' as tRe elepartmeRt st:lall eeeR1 ae•,isa0lo the period between 8 a.m. and 2 a. m. The stores !ffiilll 

must be closed for the transaction of business on legal holidays and between the close of normal business 

Saturday fr.ff\,- afternoon up to the opening of normal business Tuesday &:-ffr.- morning as set av ee13artFReRt 

ftf!e. 

(2)(a) An agency liquor store may be open on Mondays that are not IBgal holidays if 51 % of the 

26 all-beverages licensees within the agency liquor store's immediate market area sign a petition agreeing that 

27 agency liquor stores located within the immediate market area may be open on Mondays. The petition must 

28 be on a form prescribed by the department. The department shall verify the validity of the signatures on 

29 the petition. If the department determines that the petition contains sufficient valid signatures, all agency 

30 . liquor stores within the designated market area must be allowed to transact business on Mondays that are 
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not legal holidays. To determine the number of signatures needed, the department shall round up to the 

nearest whole number any fractional number of all-beverages licensees. 

(bl For the purposes of subsection /2)(a), immediate market area means: 

(i) the city limits for stores located in incorporated cities or towns; and 

(ii) the area contained within a 5-mile radius from a store or stores located in unincorporated cities 

or towns or in a consolidated local government. 

~ 21 Na sale er delivery of liquor er tal3Ie wine shall 13e FA a de an er fro FA the 13reFAises of any state 

liquor store nor shall any store 13e e13on for the sale of liquor er tal3Ie wino: 

(a) on an'( holida·,· reee§nii!ed B)' staM law; 

(131 durin§ suoh other 13eried and en s1:1eh ether days as the de13artFAant FA a~· direet." 

Section 22. Section 16-2-105, MCA, is amended to road: 

"16-2-105. Place and time of selling liquor. Ne A liquor store FAana§eF agent and fl&§. person 

acting as the elerl1 or servant an employee of or in any capacity for any FAana§er shall agent may not sell 

liquor in any other place or at any other time or otherwise than as authorized by this code and the rules 

implementing this code." 

18 Section 23. Section 16-2-106, MCA, is amended to read: 

19 "16-2-106. Purchase price in advance. A liquor store FAana§er agent may sell to any person 5-Hffi 

20 any liquor and table wine as that the person is entitled to purchase in conformity with the provisions of this 

21 code and the rules A'lade thereuneer, J)rovidee that no eelivery shall talw 13laee tmtil the 13urehaser has 13aid 

22 the 13urehase 13rioe implementing this code. An agent may, under the terms and conditions that the agent 

23 establishes, deliver liquor and table wino purchased from the agent's agency liquor store." 

24 

25 Section 24. Section 16-2-107, MCA, is amended to read: 

26 "16-2-107. No open alcoholic beverage container or alcoholic beverage consumption on premises 

27 of state agency store. Ne eHieer, elerk, er a§ent ef the ee13artmeRt em13le•,•eEl in a state An agent and the 

28 agent's employees in an agency store Sfltlll may not allow any alcoholic beverage container to be opened 

29 on the premises of a state an agency liquor store or allow any alcoholic beverage to be consumed on the 

30 premises of~ an agency liquor store, nor Sfltlll may any person open an alcoholic beverage container 
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or consume any alcoholic beverage on sueh f3FeFAises in an agency liquor store." 

Section 25. Section 16-2-108, MCA, is amended to read: 

"16-2-108. Disposition of money received. All mone•r reeeiYed from tho sale of lif1uor and tal3Ie 

wino at tl=le state liE1UOr stores rnust ee deJ3osited in tl=le onter13riso fund in tl=lc: state treasur;• te tho eredit 

of tl=le de13artrnent. The department may purchase liquor and ta13Ie wine from money deposited to its 

account in the enterprise fund. The department shall pay from its account in the enterprise fund its 

administrative expenses, subject to the limits imposed by legislative appropriation. Ne An obligation created 

or incurred by the department may not be a debt or claim against the state of Montana but must be payable 

by the department solely from funds derived from the operation of state liquor s,teres sales. The department 

shall pay into the state treasury to the credit of the enterprise fund the receipts from the sale of liquor and 

all taxes and license and permit fees collected by it. Taxes, license and permit fees, and the net proceeds 

from the operation of state liquor stefeS sales must be transferred to the general fund." 

Section 26. Section 16-2-201, MCA, is amended to read: 

"16-2-201. Reduction for quantity sales of liquor. Reduction of&%- 8'~ of the retail price of liquor 

sold at the State agency liquor store ~ must be made by the department for sales of liquor to any ~ 

licensee purchasing liquor in unbroken case lots. No other reduction ~ may be made to any other 

person by the department for quantity sales of liquor." 

Section 27. Section 16-2-301, MCA, is amended to read: 

"16-2-301. Retail selling price on table wine -- tax on certain table wine. ( 1) Tl=lo retail selling f3rioe 

at wl=liel=I tal3Ie ,...,ine is sold either 13·; tl1e def3artrnent, H1rougl1 a state emJ3lo1100 Of3erated stoFO, or 13',' a 

eornrnission agent who was af3f30intod eofore /\f3ril ao, 1987, ineluding subseeiuent renewals of suel=I 

af3f30intrnent, and wl=lo eleots te erder taele wine fforn the Ele13artR1ent is eorn13utod 011• aElding to tho 

statewide .,..,eigl=lted aYerage eost of taelo 1A'ino tl=le tall and state FAarlEUf'I as designated B'( tl1e Elef'lartrnent. 

Rtill The retail selling price at which table wine is sold by a oomrnission agent af3J3einteel 13•; tl=le 

elef3artrnent after May 1, 1987, at an agency liquor store is as determined by the agent. 

~ill In addition to the tax on wine assessed under 16-1-411, there is a tax of 1 cent a liter on 

table wine sold by a table wine distributor to an agent as described in subsection Rt ill- This additional 
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tax must be paid to the department by the distributor in the same manner as the tax under 16-1-411 is 

2 paid. The department shall deposit the tax paid under this section in the general fund." 

3 

4 Section 28. Section 16-3-103, MCA, is amended to read: 

5 "16-3-103. Unlawful sales solicitation or advertising -- exceptions. (1) Ne/j_ person within the state 

6 &Rall may not: 

7 (a) canvass for, receive, take, or solicit orders for the purchase or sale of any liquor or act as agent 

8 or intermediary for the sale or purchase of any liquor or be represented as an agent or intermediary unless 

9 permitted to do so under rules that sRall 00 are promulgated by the department to govern str00 the 

10 activities; 

11 (b) canvass for or solicit orders for the purchase or sale of any beer or malt liquor except in the 

12 case of beer proposed to be sold to beer licensees duly authorized to sell beer under the provisions of this 

13 code; 

14 (c) exhibit, publish, or display or permit to be exhibited, published, or displayed any form of 

15 advertisement or any other announcement, publication, or price list of or concerning liquor or where or from 

16 whom the same may be had, obtained, or purchased unless permitted to do so by the rules of the 

17 department and then only in accordance with strOO the rules. 

18 (2) This section does not apply to: 

1 9 (a) the department, any act of the department, any state agency liquor store; 

20 (b) the receipt or transmission of a telegram or letter by any telegraph agent or operator or 

21 post-office employee in the ordinary course of employment as str00 the agent, operator, or employee; or 

22 (c) the sale and serving of beer in the grandstand and bleacher area of a county fairground or public 

23 sports arena under a special permit issued pursuant to 16-4-301 or a catering endorsement issued pursuant 

24 to 16-4-111 or 16-4-204." 

25 

26 Section 29. Section 16-3-106, MCA, is amended to read: 

27 "16-3-106. Conveyance of liquors, table wines, and beer -- opening alcoholic beverages during 

28 transit forbidden. ( 1) It sRall 00 i§. lawful to carry or convey liquor or table wine to any state agency liquor 

29 store and to and from aft'f the state liquor warehouse or any depot established by the department for the 

30 purposes of this code, and when permitted to do so by this code and the rules Fftade tRereuAder aAd iA 
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aeeerElaRee t19ere','Yit19 promulgated under this code, it s19all Be iQ lawful for any common carrier or other 

2 person to carry or convey liquor or table wine sold by a vendor from a-5ffffil an agency liquor store or to 

3 carry or convey beer, when lawfully sold by a brewer, from the premises WAereiR sttoR where the beer was 

4 manufactured or from promises whore tho beer may be lawfully kept and sold to any place to which the 

5 same liquor, table wine, or beer may be lawfully delivered under this code and tho rules R'laele t19erettREler 

6 promulgated under this code. 

7 (2) N-e 8. common carrier or any other person~ may not open, break, or allow to be opened or 

8 broken any package or vessel containing an al_coholic beverage or drink or use or allow to be drunk or used 

9 any alcoholic beverage t19erefroR'l while being carried or conveyed." 

10 

11 Section 30. Section 16-3-307, MCA, is amended to read: 

12 "16-3-307. Sale of liquor at less than posted price unlawful. It 5-ln!ll-t101§. unlawful for any licensee 

13 under the provisions of this code to resell any liquor purchased by St1eR the licensee from e--5-fflte an agency 

14 liquor store or the state of Montana for a sum less than the posted price established by the store and paid 

15 by the licensee t19erefor." 

16 

17 

18 

19 
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21 
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30 

Section 31. Section 16-3-401, MCA, is amended to read: 

"16-3-401. Short title -- public policy -- purpose. (1) This part may be cited as the "Wine 

Distribution Act". 

(2) The public policy of the state of Montana is to maintain a system for tl=le iFR,aertatioR aREl sale 

of taBle wiRe By tl9e sMte tl9rett!!R state lifltter faeilities aREl to provide for, regulate, and control the 

acquisition, importation, and distribution of table wine by licensed table wirn~ distributors aREl t19e state. 

(3) This part governs relationships between suppliers and table wine distributors, and because the 

legislature recognizes the public interest and the interests of suppliers and table wine distributors in the fair, 

efficient, and competitive distribution of table wine, this part is intended to: 

(a) protect the table wine distributor's independence in managin!~ 19is ewR the distributor's 

business, including the establishment of selling prices; and 

(b) encourage table wine distributors to devote their best efforts to the sale and distribution of the 

table wines they sell and distribute." 
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Section 32. Section 16-3-402, MCA, is amended to read: 

2 "16-3-402. Importation of wine -- records. ( 1) With the eirneptiBA Bf taele wiAe purehaseEI av the 

3 ElepartmeAt aAEI shippeEI to its warehouse, all All table wine manufactured outside of Montana and shipped 

4 into Montana sltaH must be consigned to and shipped to a licensed table wine distributor, and Bl' him be 

5 unloaded by the distributor into flis the distributor's warehouse in Montana or subwarehouse in Montana. 

6 The distributor shall distribute~ the table wine from stHffi the warehouse or subwarehouse. 

7 (2) The distributor shall keep records at flis the distributor's principal place of business of all table 

8 wineL including the name or kind received, on hand, soldL and distributed. The records may at all times be 

9 inspected by BA'( meml3er BF represeAtative of the department Bf reveAue. 

10 (3) AAy taele Table wine wRieR that has been shipped into Montana and that has not been shipped 

1 1 to and distributed from a warehouse of a licensed table wine distributor or the ElepartmeAt shall must be 

12 seized by any peace officer or representative of the department and may be confiscated in the manner as 

1 3 provided for the confiscation of intoxicating liquor." 

14 

15 ..Section 33. Section 16-3-403, MCA, is amended to read: 

16 "16-3-403. To whom table wine distributor may sell. (1) A table wine distributor may sell and 

17 deliver table wine purchased or acquired by f½ifFI the distributor to: 

18 \a) another table wine distributor, retailer, or common carrier wRieR that holds a license issued by 

19 the department of revenue; and 

20 (b) the ElepartFAeAt an agency liquor store+-a-rte 

21 (el a e□ R1R1issioA afjent of the EiepartmeAt. 

22 (2) It shall so~ unlawful for any table wine distributor to sell, deliver, or give away any table wine 

23 to be consumed on stHffi the distributor's premises or to give, sell, deliver, or distribute any table wine 

24 purchased or acquired by f½ifFI the distributor to the public." 

25 

26 Section 34. Section 1 6-3-411, MCA, is amended to read: 

27 "16-3-411. Domestic winery. A winery located in Montana and registered pursuant to 16-4-107 

28 may: 

29 

30 

I 1) import in bulk, bottle, produce, blend, store, transport, or export wine it produces; 

(2) sell wine it produces at wholesale to the ElepanR1ent or to wine distributors; 
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(3) sell wine it produces at retail at the winery directly to the consumer for consumption on or off 

2 the premises; 

3 (4) provide, without charge, wine it produces for consumption at the winery; 

4 (5) purchase from the department or its licensees brandy or other disti1lled spirits for fortifying wine 

5 it produces; or 

6 (6) obtain a special event permit under 16-4-301." 

7 

8 Section 35. Section 16-4-105, MCA, is amended to read: 

9 "16-4-105. Limit on retail beer licenses -- wine license amendments··- off-premises consumption. 

1 O (1) Except as otherwise provided by law, a license to sell beer at retail or beer and wine at retail, in 

11 accordance with the provisions of this code and the rules of the department, may be issued to any person, 

12 firm, or corporation woo that is approved by the department as a fit and proper person, firm, or corporation 

13 to sell beer, except that: 

14 (al the number of retail beer licenses that the department may issue for premises situated within 

15 incorporated cities and incorporated towns and within a distance of 5 miles from the corporate limits of 

16 SHeR those cities and towns 5flall must be determined on the basis of population prescribed in 16-4-502 

1 7 as follows: 

18 (ii in incorporated towns of 500 inhabitants or less and within a distance of 5 miles from the 

19 corporate limits of ~ the towns, not more than one retail beer license, wh,ch may not be used in 

20 conjunction with a retail all-beverages license; 

21 (iii in incorporated cities or incorporated towns of more than 500 inhabitants and not over 2,000 

22 inhabitants and within a distance of 5 miles from the corporate limits of Stteh !he cities or towns, one retail 

23 beer license for eaek every 500 inhabitants, which may not be used in conjunction with retail all-beverages 

24 licenses; 

25 (iii) in incorporated cities of over 2,000 inhabitants and within a distance of 5 miles from the 

26 corporate limits of SHeR the cities, four retail beer licenses for the first 2,000 inhabitants, two additional 

27 retail beer licenses for the next 2,000 inhabitants or major fraction thereof, aind one additional retail beer 

28 license for eaeR every additional 2,000 inhabitants, which may not be used in conjunction with retail 

29 all-beverages licenses; 

30 (bl the number of the inhabitants in Stffffi incorporated cities and incorporated towns, exclusive of 
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the number of inhabitants residing within a distance of 5 miles from the corporate limits tt'lereof of the cities 

2 or towns, ~ governs the number of retail beer licenses that may be issued for use within Stl€ft 

3 the cities and towns and within a distance of 5 miles from the corporate limits thereof of the cities and 

4 towns. If two or more incorporated municipalities are situated within a distance of 5 miles from each other, 

5 the total number of retail beer licenses that may be issued for use in both of Stlffi the incorporated 

6 municipalities and within a distance of 5 miles from their respective corporate limits Sfla/1 must be 

7 determined on the basis of the combined populations of both of Stlffi the municipalities and may not exceed 

8 tho leregeiAg limitations in this section. The distance of 5 miles from the corporate limits of any 

9 incorporated city or incorporated town Sfla/1 must be measured in a straight line from the nearest entrance 

1 O of the premises proposed for licensing to the nearest corporate boundary of Stlffi the city or town. 

11 (c) retail beer licenses of issue on March 7, 1947, and retail beer licenses issued under 16-4-110, 

12 Wfl+el=I that are in excess of the foregoing limitations shall be 3re renewable, but rte new licenses may not 

13 be issued in violation of Stlffi these limitations; 

14 (d) Stlffi these limitations do not prevent the issuance of a nontransferable and nonassignable retail 

15 beer license to an enlisted fflerH7 persons', noncommissioned officers', or officers' club located on a state 

16 or federal military reservation on May 13, 1985, or to a post of a nationally chartered veterans' organization 

1 7 or a lodge of a recognized national fraternal organization if Stlffi the veterans' or fraternal organization has 

18 been in existence for a period of 5 years or more prior to January 1, 1949; 

19 (e) the number of retail beer licenses that the department may issue for use at premises situated 

20 outside of any incorporated city or incorporated town and outside of the area within a distance of 5 miles 

21 from the corporate limits thereat of the city or town or for use at premises situated within any 

22 unincorporated tewA shall area must be as determined by the department in the e)tereise et its 5etlM 

23 discretion, except that fl&!! retail beer license may not be issued for any premises so situated unless the 

24 department determines that the issuance of Stlffi the license is required by public convenience and 

2 5 necessity. 

26 12) A person holding a license to sell beer for consumption on the premises at retail may apply to 

27 the department for an amendment to the license permitting the holder to sell wine as well as beer .. The 

28 division may issue Stlffi an amendment if it finds, on a satisfactory showing by the applicant, that the sale 

29 of wine for consumption on the premises would be supplementary to a restaurant or prepared-food 

30 business. A person holding a beer-and-wine license may sell wine for consumption on or off the premises. 
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Nonretention of the beer license, for whatever reason, shall A'lean means automatic loss of the wine 

2 amendment license. 

3 (3) A retail license to sell beer or table wine, or both, in the original packages for off-premises 

4 consumption only may be issued to any person, firm, or corporation wlc~ that is approved by the 

5 department as a fit and proper person, firm, or corporation to sell beer or table wine, or both, and whose 

6 premises proposed for licensing are operated as a bona fide grocery store or a drugstore licensed as a 

7 pharmacy. The number of StKi-R licenses that the department may issue is not limited by the provisions of 

8 subsection (1) af this seatian but~ must be determined by the department in the e11ereise af its S6\ffi9 

9 discretion, and the department may in the e!Eeroise ef its S6\ffi9 discretion grant or deny any application for 

1 O any St:tel:l license or suspend or revoke any St:tel:l license for cause." 

11 

12 SECTION 36. SECTION 16-4-207, MCA, IS AMENDED TO READ: 

13 "16-4-207. Notice of application -- investigation -- publication -- protest. ( 1) When an application 

14 has been filed with the department for a license to sell alcoholic beverages at retail or to transfer a retail 

15 license, the department shall review the application for completeness and to determine whether the 

16 applicant or the premises to be licensed meets criteria provided by law. The department shall request that 

17 the department of justice investigate the application as provided in 16-4-402. If after the investigation the 

18 department does not discover a basis to deny the application, the department shall promptly publish in a 

19 newspaper of general circulation in the city, town, or county from which the application comes a notice 

20 that the applicant has made application for a retail license and that protests against the issuance of a 

21 license to the applicant by a person who has extended credit to the transferor or residents of the county 

22 from which the application comes or adjoining Montana counties may be mailed to a named administrator 

23 in the department of revenue within 10 days after the final notice is published. Notice of application for a 

24 new license must be published once a week for 4 consecutive weeks. Notice of application for transfer of 

25 a license must be published once a week for 2 consecutive weeks. Notice may be substantially in the 

26 

27 

following form: 

NOTICE OF APPLICATION FOR RETAIL ALL-BEVERAGES LICENSE 

28 Notice is given that on the .... day of .... , 19 .. , one (name of applicant) filed an application for a 

29 retail all-beverages license with the Montana department of revenue, to be used at (describe location of 

30 premises where beverages are to be sold). A person who has extended credit to the transferor and residents 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1 3 

14 

15 

of ...... counties may protest against the issuance of the license. Protests may be mailed to .... , department 

of revenue, Helena, Montana, on or before the .... day of .... , 19 ... 

Dated ................. . Signed ................ . 

ADMINISTRATOR 

(2) Each applicant shall, at the time of filing an application, pay to the department an amount 

sufficient to cover the costs of publishing the notice. 

(3) If the administrator receives no written protests, the department may issue or transfer the 

license without holding a public hearing. If the issuance or transfer of a license is made without holding a 

public hearing, the issuance or transfer must be completed within 40 days of the last date of publication 

under subsection ( 1). If written protests by a person who has extended credit to the transferor or residents 

of the county from which the application comes or adjoining Montana counties against the issuance or 

transfer of the license are received, the department shall hold a public hearing. Unless a later date is set 

by agreement between the applicant and the department, the public hearing must be held within 30 days 

of the last date of publication under subsection ( 1)." 

16 Section 37. Section 16-4-401, MCA, is amended to read: 

17 "16-4-401. License as privilege -- criteria for decision on application. ( 1) A license under this code 

18 is a privilege which the state may grant to an applicant and is not a right to which any applicant is entitled. 

19 (2) Except as provided in subsection (6), in the case of a license that permits on-premises 

20 consumption, the department must find in every case in which it makes an order for the issuance of a new 

21 license or for the approval of the transfer of a license that: 

22 (a) in the case of an individual applicant: 

23 (i) the applicant will not possess an ownership interest in more than one establishment licensed 

24 under this chapter for all-beverages sales; 

25 (ii) the applicant does not possess an ownership interest in an agency liquor store as defined in 

26 16-1-106; 

27 W1ilil. the applicant or any member of His the applicant's immediate family is without financing from 

28 or any affiliation to a manufacturer, importer, bottler, or distributor of alcoholic beverages; 

29 -!ii+tfu1 the applicant is a resident of the state and is qualified to vote in a state election; 

30 tw+M the applicant's past record and present status as a purveyor of alcoholic beverages and as 
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a 13usiRessFAaR business person and citizen demonstrate that Re the applicant is likely to operate flis the 

2 establishment in compliance with all applicable laws of the state and local governments; and 

3 MiYll. the applicant is not under the age of 19 years; and 

4 (b) in the case of a corporate applicant: 

5 (i) the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

6 I2)(al(iii) (21(a)(iv); 

7 (ii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

8 applicant listed in subsection (2)(a) of tRis seetieR; 

9 (iii) the corporation is authorized to do business in Montana; and 

1 0 (iv) in the case of a corporation not listed on a national stock exchange, each owner of stock meets 

11 the requirements of subsection (2)1a)li) and (2)(a)(ii); and 

12 le) in the case of any other business entity as applicant: 

13 Ii) if the applicant consists of more than one individual, all must meet the requirements of 

14 subsection I2)(a); and 

15 Iii) if the applicant consists of more than one corporation, all must meet the requirements of 

16 subsection I2)(b). 

17 13) In the case of a license that permits only off-premises consumption, the department must find 

18 in every case in which it makes an order for the issuance of a new license or for the approval of the transfer 

19 of a license that: 

20 (a) in the case of an individual applicant: 

21 (i) the applicant will not possess an ownership interest in more than one establishment licensed 

22 under this chapter for all-beverages sales; 

23 (ii) the applicant does not possess an ownership interest in an agency liquor store as defined in 

24 16-1-106; 

25 Willil the applicant or any member of ffi&the applicant's immediate family is without financing from 

26 or any affiliation to a manufacturer, importer, bottler, or distributor of alcoholic beverages; 

27 4iiil-.lli1 the applicant has not been convicted of a felony or, if the applicant has been convicted of 

28 a felony, flis the applicant's rights have been restored; 

29 {w}iY.J. the applicant's past record and present status as a purveyor of alcoholic beverages and as 

30 a 13usiRessFAaR business person and citizen demonstrate that !:le tho applicant is likely to operate flis the 
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establishment in compliance with all applicable laws of the state and local governments; and 

2 Mtdl. the applicant is not under the age of 19 years; and 

3 ( b) in the case of a corporate applicant: 

4 Ii) the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

5 I:malliii) {3I(al(iv); 

6 (ii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

7 listed in subsection (3)(al of this section; and 

8 {iii) the corporation is authorized to do business in Montana; and 

9 {cl in the case of any other business entity as applicant: 

10 (i) if the applicant consists of more than one individual, all must meet the requirements of 

11 subsection {3)(a); and 

12 (ii) if the applicant consists of more than one corporation, all must meet the requirements of 

13 subsection {3)(b). 

14 (4) In the case of a license that permits the manufacture, importing, or wholesaling of an alcoholic 

1 5 beverage, the department must find in every case in which it makes an order for the issuance of a new 

1 6 license or for the approval of the transfer of a license that: 

1 7 {al in the case of an individual applicant: 

18 Ii) the applicant has no ownership interest in any establishment licensed under this chapter for retail 

19 alcoholic beverages sales; 

20 (ii) the applicant does not possess an ownership interest in an agency liquor store as defined in 

2 1 1 6-1 -1 06; 

22 W.lilll the applicant has not been convicted of a felony or, if the applicant has been convicted of 

23 a felony, l.i& rights have been restored; 

24 fiiil-llid. the applicant's past record and present status as a purveyor of alcoholic beverages and as 

25 a 131:JsiAessmaA business person and citizen demonstrate that fle--tS the applicant likely to operate l.i& the 

26 establishment in compliance with all applicable laws of the state and local governments; 

27 fw+M the applicant is not under the age of 19 years; and 

28 MiY.il. an applicant for a wholesale license is neither a manufacturer of an alcoholic beverage nor 

29 is owned or controlled by a manufacturer of an alcoholic beverage; and 

30 {bl in the case of a corporate applicant: 

~na Legislative council 
- 31 - HB 574 



54th Legislature HB0574.02 

(i) the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

2 14) la)(ii) (4)(a)(iii); 

3 Iii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

4 listed in subsection I4)Ia) of this section; 

5 !iii) an applicant for a wholesale license is neither a manufacturer of an alcoholic beverage nor is 

6 owned or controlled by a manufacturer of an alcoholic beverage; and 

7 liv) the corporation is authorized to do business in Montana; and 

8 le) in the case of any other business entity as applicant: 

9 (i) if the applicant consists of more than one individual, all must meet the requirements of 

10 subsection (4)(a); and 

11 (ii) if the applicant consists of more than one corporation, all must meet the requirements of 

12 subsection (4)(b). 

13 (5) In the case of a corporate applicant, the requirements of subsections I2)(b), (3)(b), and (4)Ib) 

14 apply separately to each class of stock. 

15 16) The provisions of subsection (2) do not apply to an applicant for or holder of a license pursuant 

16 to 16-4-302." 

17 

18 SECTION 38. SECTION 16-4-405, MCA, IS AMENDED TO READ: 

19 "16-4-405. Denial of license -- timeliness. 11) The department may d13ny the issuance of a retail 

20 alcoholic beverages license if it determines that the premises proposed for licensing are off regular police 

21 beats and cannot be properly.policed by local authorities. 

22 12) A retail license may not be issued by the department for a premises situated within a zone of 

23 a city or town where the sale of alcoholic beverages is prohibited by ordinance,, a certified copy of which 

24 has been filed with the department. 

25 (3) A license under this code may not be issued if the department finds from the evidence at the 

26 hearing held pursuant to 16-4-207(3) that: 

27 (a) the welfare of the people residing in the vicinity of the premises for which the license is desired 

28 will be adversely and seriously affected; 

29 lb) there is not a public convenience and necessity justification; 

30 le) the applicant or the premises proposed for licensing fail to meet the eligibility or suitability 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

criteria established by this code; or 

(d) the purposes of this code will not be carried out by the issuance of the license. 

(41 The hearings examiner shall issue a proposed decision to grant or deny a license within 60 days 

after holding a public hearing under 16-4-207. Within 45 days of the expiration of the time period for 

written exceptions or, if there are oral arguments, within 45 days after oral arguments are held before the 

department, the department shall either grant or deny a license application." 

Section 39. Section 16-6-107, MCA, is amended to read: 

"16-6-107. Disposal of forfeited alcoholic beverages -- report. (1) If a court or hearing examiner 

orders the forfeiture of alcoholic beverages under this code or if a claimant to an alcoholic beverage under 

16-6-105 or 16-6-106 fails to establish the claimant's right to the alcoholic beverage, the alcoholic 

beverage in question and the packages in which the alcoholic beverage is kept must be delivered to the 

department. The department shall determine the market value of each forfeited alcoholic beverage found 

to be suitable for sale in tAe state agency liquor stores and shall pay the amount determined to the state 

treasurer after deducting any expenses incurred by the department for transporting the forfeited alcoholic 

beverage to the state liquor warehouse. The alcoholic beverage suitable for sale in~ an agency liquor 

store must be taken into stock by the department and sold under the provisions of this code. All alcoholic 

beverages found to be unsuitable for sale in ~ agency liquor stores must be destroyed by the 

department. 

(2) If an alcoholic beverage is seized by a peace officer, the officer shall report to the department 

in writing the particulars of the seizure." 

Section 40. Section 16-6-303, MCA, is amended to read: 

"16-6-303. Sale of liquor not purchased from ~ agency liquor store forbidden -- penalty. It is 

unlawful for any licensee to sell or keep for sale or have on Ris the licensee's premises for any purpose 

whatever any liquor except that purchased from tt=ie state an agency liquor store, and any licensee found 

in possession of or selling and keeping for sale any liquor Wftiel:l that was not purchased from a--5-tate an 

agency liquor store shall, upon conviction, be punished by a fine of not less than $500 or more than 

$1,500, by imprisonment for not less than 3 months or more than 1 year, or by both ~ fine and 

imprisonment. If the department is satisfied that an'f sueA the liquor was knowingly sold or kept for sale 
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1 within the licensed premises by the licensee or by hls the licensee's agents, servants, or employees, the 

2 department shall immediately revoke the license." 

3 

4 Section 41. Section 17-8-244, MCA, is amended to read: 

5 "17-8-244. Exemptions. ill Section 17-8-242 does not apply to the following: 

6 B·Hfil interagency or intergovernmental transactions; 

7 f-2t.{Ql claims subject to a good faith dispute; 

8 ~jg delinquencies due to natural disasters, disruptions in posta1I or delivery service, work 

9 stoppage due to labor disputes, power failures, or any other cause resulting from circumstances clearly 

1 O beyond the control of the payer agency; 

11 {4}@ contracts entered into before October 1, 1983; 

12 fe+i!tl wages due and payable to state employees or payments from any state retirement system 

13 created pursuant to Title 19; or 

14 +et.ill claims submitted to the state or to its fiscal intermediary by providers of supplies or services 

15 under the Montana medicaid or workers' compensation program if reasonable c,ause for nonpayment exists. 

16 (2) In the case of liquor withdrawn from bailment in the state liquor warehouse by the department 

17 of revenue for the purpose of resale through agency liquor stores, payment is timely if paid within 60 days 

1 8 after the product is withdrawn." 

19 

20 Section 42. Section 30-9-104, MCA, is amended to read: 

21 "30-9-104. Transactions excluded from chapter. This chapter does not apply: 

22 ( 1) to a security interest subject to any statute of the United States such as the Ship Mortgage Act, 

23 1920, to the extent that ~ the statute governs the rights of parties to and third parties affected by 

24 transactions in particular types of property; 

25 (21 to a landlord's lien; 

26 (3) to a lien given by statute or other rule of law for services or matmials except as provided in 

27 30-9-310 on priority of such liens; 

28 (4) to a transfer of a claim for wages, salary, or other compensation of an employee; 

29 (5) to a transfer by a government or governmental subdivision or agency; 

30 (6) to a sale of accounts or chattel paper as part of a sale of the business out of which they arose, 
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or an assignment of accounts or chattel paper which is for the purpose of collection only, or a transfer of 

2 a right to payment under a contract to an assignee who is also to do the performance under the contract, 

3 or a transfer of a single account to an assignee in whole or partial satisfaction of a preexisting 

4 indebtedness; 

5 171 to a transfer of an interest or claim in or under any policy of insurance, except as provided with 

6 respect to proceeds 130-9-306) and priorities in proceeds (30-9-312); 

7 (Bl to a right represented by a judgment (other than a judgment taken on a right to payment which 

8 was collateral); 

9 (91 to any right of setoff; 

1 O ( 10) except to the extent that provision is made for fixtures in 30-9-313, to the creation or transfer 

11 of an interest in or lien on real estate, including a lease or rents lhereuAeler under the lease; 

12 ( 11) to a transfer in whole or in part of any claim arising out of tort; 0f 

1 3 ( 12) to a transfer of an interest in any deposit account (30-9-105( 1)), except as provided with 

14 respect to proceeds (30-9-3061 and priorities in proceeds (30-9-312); or 

1 5 ( 13) to liquor in an agency liquor store as defined in 16-1-106." 

16 

17 NEW SECTION. Section 43. Repealer. Sections 16-2-302 and 16-2-303, MCA, are repealed. 

18 

19 NEW SECTION. Section 44. Codification instruction. [Sections 9 and 10] are intended to be 

20 codified as an integral part of Title 16, chapter 2, part 1, and the provisions of Title 16, chapter 2, part 1, 

21 apply to [sections 9 and 10]. 

22 

23 NEW SECTION. Section 45. Effective date. (1) Except as provided in (2), [this act] is effective 

24 on passage and approval. 

25 (2) [Section~ 26] is effective July 1, 1995. 

26 -END-
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HOUSE BILL NO. 574 

2 INTRODUCED BY REHBEIN, MILLER, GRINDE, ELLIS, MASOLO, HOLLAND, FELAND, FISHER, CURTISS, 

3 HARP, HARGROVE, BOHARSKI, KASTEN, KNOX, JORE, ORR, BARNETT, TASH, GAGE, BECK, 

4 HERRON, TAYLOR, VICK, HAYNE, M. HANSON, SLITER, OHS, MERCER, GROSFIELD, FORBES, 

5 SIMPKINS, COLE, CLARK, DEVANEY, ZOOK, STOVALL 

6 

7 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING LIQUOR LAWS; PROVIDING FOR THE 

8 CONVERSION OF EMPLOYEE-OPERATED STATE LIQUOR STORES TO AGENCY LIQUOR STORES; 

9 PROVIE)IPJG THAT ELIGIBLE STATE LIQUOR STORE EMPLOYEES I-IAVE A RIGI-IT OF FIRST REFUSAL l~J 

10 BECOMING AGENTS FOR THE GOPJVERTEE) STORES; PROVIDING FOR THE PURCHASE OF LIQUOR 

11 ASSETS IN STORES BY THE AGENTS OPERATING THE STORES OVER AN 18-MONTH PERIOD; 

12 PROHIBITING NEW AGENCY LIQUOR STORES FOR 4 YEARS IN CITIES OR TOWNS THAT HAD AN 

13 AGENCY LIQUOR STORE IN 1994; PROVIDING FOR A STATE LIEN ON LIQUOR IN AGENCY LIQUOR 

14 STORES; PROHIBITING A PERSON FROM HAVING AN OWNERSHIP INTEREST IN MORE THAN ONE 

15 AGENCY LIQUOR STORE; PROHIBITING AN OWNERSHIP INTEREST IN AN AGENCY LIQUOR STORE BY 

16 A PERSON HAVING ANOTHER TYPE OF LIQUOR LICENSE; PROVIDING FOR A BONUS PAYMENT FOR 

17 CERTAIN STATE LIQUOR DIVISION EMPLOYEES WHO REMAIN IN EMPLOYMENT DURING THE 

18 CONVERSION PROCESS; AMENDING LAWS RELATING TO TABLE WINE TO CLARIFY THE DISTRIBUTION 

19 AND SALE OF TABLE WINE IN RELATION TO AGENCY LIQUOR STORES; PROVIDING FOR THE 

20 CONTRACTUAL AND OTHER ADMINISTRATION OF AGENCY LIQUOR STORES; INCREASING THE CASE 

21 DISCOUNT ON THE SALE OF LIQUOR TO 8 PERCENT AND LIMITING THE DISCOUNT TO ALCOHOLIC 

22 BEVERAGE LICENSEES; PROVIDING THAT AGENCY STORES MAY BE OPEN ON MONDAYS IF A 

23 MAJORITY OF THE ALL-BEVERAGES LICENSEES IN THE AGENCY'S MARKET AREA AGREE; PROVIE)ING 

24 TIME LIMITS RELATING TO GRANTIPJG OR E)EPJYl~IG A LICEPISE; AMENDING SECTIONS 2-17-101, 

25 16-1-103, 16-1-105, 16-1-106, 16-1-301, 16-1-302, 16-1-303, 16-1-304, 16-1-402, 16-2-101, 16-2-104, 

26 16-2-105, 16-2-106, 16-2-107, 16-2-108, 16-2-201, 16-2-301, 16-3-103, 16-3-106, 16-3-307, 16-3-401, 

27 16-3-402, 16-3-403, 16-3-411, 16-4-105, 16 4 2Q7, 16-4-401, 16 4 4 Qe, 16-6-107, 16-6-303, 17-8-244, 

28 AND 30-9-104, MCA; REPEALING SECTIONS 16-2-302 AND 16-2-303, MCA; AND PROVIDING EFFECTIVE 

29 DATES AND A TERMINATION DATE." 

30 
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

2 

3 NEW SECTION. Section 1. Eligible state employee. As used in [sections 1 through 8 §J, "eligible 

4 state employee" means a state employee who worked 544 hours either in an employee-operated· state 

5 liquor store as a liquor store manager, assistant manager, or clerk or in the central office of the liquor 

6 division between July 1, 1994, and January 6, 1995, who is in a position subject to termination by 

7 [sections 1 through 8 §_]. For purposes of this section, the term "worked" includes all hours reported to 

8 the central payroll system, such as but not limited to hours worked, sick leave, annual leave, and leave 

9 without pay. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

NEW SECTION. Section 2. Purchase of initial inventory by existing state agent. (1) As of June 

30, 1995, the department of revenue shall calculate a closing statement showing the dollar amount of 

inventory on hand for each agency liquor store in operation on that date. As soon as practical thereafter, 

the department shall send to each agency liquor store a statement for the total price of the inventory, 

payable in 16 even monthly payments. The price must be calculated in the same manner as the price for 

liquor purchased by an agency liquor store under the provisions of 16-2-101. The first payment is due 60 

days from the date on which the department mails the statement, and each subsequent payment is due on 

the last day of the month for each month thereafter. At any time after payment of the first payment, an 

agent who is purchasing the initial inventory may pay in full the amount due or may increase the amount 

of each monthly payment. The payment of increased payments does not waive the making of a monthly 

payment until the initial purchase price is fully paid. 

(2) Any shortages due the state as of June 30, 1995, must be offset from the final commission 

payment. If the shortage exceeds the calculated commission payment, the agent shall make payment 

within 30 days of notice of the amount due. 

~JE'N 61!.GTIO~I. SeetioR a. Purohase af iRitial iR-.·eRtery aREI traEie fo1t1a1res irem farmer state liquer 

stare. i 11 AHor tAo soleetioA ef aA a§eAt pursuaAt to (seotioA €i] wlclo ,,..,as aA eli§il:>lo state OFRplo~·oe or 

a eusiAess eAtity eoAsistiAg of oligil:>le state employees to operate aA ageAey liEluor stern tAat is oporatiAg 

as a state liEluor store, tl=ie porsoA or OAtity seleetes as a§BAt aAs tlcle ele13artFReAt of reveAue slclall agree 

upeA a sate of eeA..-ersioA freFR a state liEluer store to aA a§eAey liEluor store. Tlcle sate rnust l:>e l:>etweeA 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

dul•t 1, 1 QQ!i, aAel DaaemBar 1, 1 QQe. t\s ef tAe elay Before tAe can~·ersian elate, tAe elepartment sAall 

ealeulate a slasin!l statement SAewin§ tAe elallar amaunt ef inventery en !,and and ti,e dellar ameunt ef any 

trase foEtures tAat tl,e a!Jent ei,eoses te pursi,ase. As seen as praetieal tRereafter, ti,e department sAall 

sens te tAe a§eAev liquer store a statement for ti,e tetal prise ef tRe inventerv anel trade fi>Etures, pa·,aBle 

in 16 even mentAl'f payments. TAe prise of liquor must Bo salculates in tAe same manner as tAe prise for 

liquor purei,aseel BV an a§enoy liquer stare unser tAe provisions of 16 2 101. Traela filltures must Be valuoel 

BV tAe eepartment as tl,e ameunt, if any, in e>loess ef tl,e fiJctures' depreciated value. TAe first f'lavment 

is elue 60 sa•;s fraFA tl,e date en wl,ieA tAe separtmant mails tAe staternent, and eaei, SUBSequent f'l □vFAent 

is sue en tRe last day of Hie rnantl, for eael, FAenti, tAereafter. At an•, tiFAe after pavFAent et tl,e first 

pavrnent, an a§ent may pay in full ti,e arnount due or FAay increase tAa ameunt of eacl, FAentl,l•r payrnent. 

TAe p □','FAent of increases payments dees net wai•,·e ti,e FAakin§ af a FAontAIV pa'fFAent tmtil ti,e initial 

pureAase price is fully paid. 

{2) An•; sRerta§es due ti,e state as ef tAe sate of oanversieA rnust Be paid B'f tl,e stare FAana§er 

if tl,e stare mana§er Beeornos tl,e liquor stare a§ent or is a partner er s1,arei,older in a business seleetes 

as tl,e liquor store a§ent. Ti'le mana!Jer si,all FAalw pa•;rnent witAin ao elavs of notice of tl,e amount sue. 

17 NEW SECTION. Section 3. Sales of returned liquor. Any inventory owned by the state that is 

18 located in either an agency liquor store or an employee-operated state liquor store prior to the operation 

19 of eitAer lseotiaA 21 er lseetiaA JI [SECTION 2], which in the opinion of the department of revenue is not 

20 economically feasible to be sold in agency liquor stores, may be returned to the state liquor warehouse. 

21 The department may, between July 1, 1995, and June 30, 1996, dispose of this inventory in any 

22 commercially reasonable manner, including but not limited to retail sales from the state liquor warehouse 

23 to retail licensees. After the department has exhausted all attempts to commercially dispose of the 

24 inventory, the department may dispose of it in any manner meeting its sound discretion. 

25 

26 NEW SECTION. Section 4. Liquor store employees preferenee ri!ll=lts aml bonus payment. (1) Any 

27 liquor store employee or liquor division central office employee who meets the requirements of an eligible 

28 state employee who is terminated as a result of the operation of [sections 1 through -8 §.l is eligible for a 

29 work incentive bonus if the employee continues in employment through December 31, 1995. This bonus 

30 is in addition to any reduction in force benefits or other benefits that the employee may be entitled to as 
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a result of termination under the provisions of [sections 1 through 8 _§_]. 

2 (a) The amount of the bonus must be computed by multiplying the eligible state employee's hourly 

3 wage by 26.8%. The resulting product must be multiplied by 2,080 and that resulting product must be 

4 multiplied by the quotient of the number of hours worked, not to exceed 1,088 hours, as an eligible state 

5 employee between July 1, 1994, and January 6, 1995, divided by 1,088, which result is equal to the 

6 employee's bonus. 

7 (bl An employee is entitled to the full amount of the bonus if the employee's employment is 

8 terminated by the department of revenue before December 31, 1995, because of the operation of [sections 

9 1 through 8 _§_]. 

1 O (2)1al Nat·...,itAstansing any at'4er provisian of law, an empla)'ee of a state liep;or store w'4o meets 

11 tAe reEJuirements of an eligi0le state employee must be given tAe first ri!jAt of refusal fer selection of tAe 

12 a€JeAt oAosen to operate an agenoy liEJuar store. 

13 (bl TAe separtment's seleetion eriteria in orser af priority for seleoting an agent fer 

14 employee operates state liquar stares to 00 eon¥ertes to agene1· liquor stores are as follows: 

15 (ii The applieant must 00 eit'4or an eligi0le state employee who is an emplo•ree of tho store, a 

16 partners'4ip witA a majority of tAe partners Ejualifying as eligible state emplo~•ees ans a majority of tAe 

17 partners worl1ing as emplayees of the state liEJuor store, or a eorporation with at least one shareAolser wha 

18 is an eligi0le state emplayee ans is an employee of tAe store. 

19 (iii If na applieant meets tAe requirements ef subseetion (2)(b)(il, tJcia applieant must be eitAer an 

20 eligi0le state employee ans an employee of anot'4er state liquor store in the same eity or town, a panners'4ip 

21 witA a majoritf of the partners EJUalifyiA!j as oli!ji0le state employees ans emplo1·ees of another state liEjuer 

22 stare in the same eit•f er tawn, or a eerperation with at least one s"1are'4olser who is aA eli!jisle state 

23 employee ans is an emplo•ree of anotAer state liquor store in tAe same eity er town. 

24 (iii) If ne applisant meets tAe requireR'leAts of su0seetien (2)(0)(il er (2)10llii), the state agent must 

25 be seleeted by tAe met'4ess requires by tAe separtment of asministratien. 

26 +atQl All state liquor store employees and liquor division central office employees whose positions 

27 are eliminated as a result of [sections 1 through 8 §I are entitled to all the benefits accorded by the State 

28 Employee Protection Act in Title 2, chapter 18, part 12, as that part reads on the date on which the 

29 employee leaves state employment. 

30 

~na Leg/stative counc/1 
- 4 - HB 574 



54th Legislature HB0574.03 

2 

3 

4 

5 

6 

7 

8 

9 

10 

NEW SECTIO~I. Seetien u. Cen,..eFsien ef e11isting state epeFateEI liq1,1or steFes. (H(a) V'.lithin 46 

days of [the effeetive date of this soetionl, an eligiBle state efflployee er a Business entity eonsisting of 

eligiBle state efflplo·rees, as referred to in [seotion lil2){B)(i)l, FAay file an applieation or applieations to 

operate as an agene',' liquor store the liquor store in ,,.,,hieh tho 0FAplo','ee or entity is efflployed or to eperate 

as an agone•r liquor store another liquor store in the saffle eornFAunit',' in whieh the efflployee or entity is 

efflployed. 

{B) The applieation FAust set forth the nature ef the entity applying for tho agenev franehise 

agreeFAent and the eFAplo','ee's or eFAployoes' preferenee rights, along with any other infom'lation that the 

ElepartFAent of revenue requires. 

I21{a) If the eFAployee or a Business entit>,< oonsisting of eligiBle state efflplovees is the sole 

11 applieant, the ElepartFAont shall enter into an agene1• franehise agrooFAont ·,vith either the efflployee or the 

1 2 Business entity to operate the agoney liquor store. 

13 (B) If FAore than one eligiBle state oFAployee or Business entity eonsisting of eligiBlo state BFAployees 

14 applies to Be tho agent for the liquor store in ·,•;hieh tho oFAployee or entity 'Narks, the department shall use 

1 5 the appropriate eompotikw<o Bideing proeedures to soleet the agent. l-lowe>Jer, no other person mav be 

16 allowed to apply. 

17 {6) The initial eommission rate for agene·, liquor stores to be operated BY employees is the direst 

18 operating eiipenses for a liquor store during fiseal year 199 4 divided by tho gross sales for fiseal ','ear 1994, 

19 not to eHeeed 10%. The initial commission rate FAa•,• not Be less than 10% for stores in eommunities 'Nith 

20 less than 6,000 population. An·r direst ei1pense oi1eluded BY the 10% mai<imum rate must, '~' II-IE 

21 COi Cl II tlrlOI\I OF TUC co••MISSIQ(II PtlIFS, be proportionally distributed afflong tho remaining agens~· 

22 liquor stores. 

23 {4) If after 46 da·rs after [the oHeeti,·e date of this seetion] an eligible state eFAplo','ee or Business 

24 entity eonsisting of eligible state eFAployees does not apply to operate tlcle former state liquor store as an 

25 agene·, liquor storo, the department sFlall use the appropriate coFApetiti>Je Bidding proeeeures to select the 

26 ~ 

27 (el Fer purposes of this soetion, an eligiBle state emplo•reo is eonsidered to be an empleyee of tlcle 

28 stats liquor store in which the eligible eR'lployee worked a Fflajority of tAe lclours Bet•,..·een July 1, 1994, and 

29 January €i, 1996. 

30 I€i) Until eon·~erted to an ageney liquor store, a state liquor store shall operate under tAe laws 
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§O'<em;,ng the operetion of state liEjuor stores as those ',aws reaa on January 1, 199e. 

2 

3 NEW SECTION. Section 5. No new agency franchises for four years. Notwithstanding the 

4 provisions of [section~ ll, the department of revenue may not establish any new agency liquor stores until 

5 after July 1, 1999, in any community that had at least one agency liquor store on July 1, 1994. 

6 

7 NEW SECTION. Section 6. Exemption from privatization plan requirements. [Sections 1 through 

8 8 §.l do not constitute privatization by an agency as that term is used in Title 2, chapter 8, part 3, and the 

9 administration of [sections 1 through 8 §] by the department of revenue is not subject to the provisions of 

10 Title 2, chapter 8, part 3. 

11 

12 NEW SECTION. Section 7. Number and location of agency liquor stores. ( 1Hal In a community with 

13 a population of 12,000 or less, there may be one agency liquor store. In communities with populations 

14 greater than 12,000, there may be one agency liquor store for the first 12,000 inhabitants and one 

15 additional agency liquor store within increments of population of 40,000 inhabitants above 12,000 

16 inhabitants. In determining population, the department shall use the same methods used for determining 

17 increases in the retail license quota system as provided in 16-4-501. 

18 (bl In communities that are eligible for more than one agency liquor store, an agency liquor store 

19 ESTABLISHED AFTER [THE EFFECTIVE DATE OF THIS ACT] may not be located within a 1-mile radius of 

20 any other agency liquor store in the community. 

21 (21 An agency liquor store ESTABLISHED AFTER !THE EFFECTIVE DATE OF THIS ACT) may not 

22 be located in a community that is closer than 35 miles to another community in which an agency liquor 

23 store is presently located, except in the circumstance when the most recent population estimates show a 

24 25% growth in population or a growth of 1,000 inhabitants within a 2-year period, whichever is greater, 

25 and when this population increase is reasonably expected to continue for at least 5 years. 

26 

27 NEW SECTION. Section 8. State lien on liquor in agency liquor stores. The state has a first lien 

28 with an absolute first priority to secure any outstanding amounts due the state for liquor purchased on any 

29 inventory, including any after-acquired inventory in the possession of an agent or on the premises of ,rn 
30 agency liquor store, to secure payment for the existing inventory. The state has the right to physically 
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recover any inventory from an agency liquor store for any failure to timely make payments. 

2 

3 Section 9. Section 2-17-101, MCA, is amended to read: 

HB0574.03 

4 "2-17-101. Allocation of space. (1) The department of administration shall determine the ·space 

5 required by state agencies other than the university system and shall allocate space in buildings owned or 

6 leased by the state, based on each agency's need. To efficiently and effectively allocate space, the 

7 department periodically shall identify the amount, location, and nature of space used by each agency. 

8 (2) An agency requiring additional space shall notify -the department. The department, in 

9 consultation with the agency, shall determine the amount and nature of the space needed and locate space 

10 within a building owned or leased by the state to meet the agency's requirements. If fIB space is not 

11 available in a building owned or leased by the state, the department shall locate space to be leased in an 

12 appropriate building or recommend alternatives to leasing, such as remodeling or exchanging space with 

13 another agency. A state agency may not lease, rent, or purchase property for quarters without prior 

14 approval of the department. 

15 (3) (a) The location of the chambers for the house of representatives must be determined in the 

16 sole discretion of the house of representatives. The location of the chambers of the senate must be 

17 determined in the sole discretion of the senate. 

1 8 (b) The department of administration, with the advice of the legislative council, shall allocate other 

19 space for the use of the legislature, including but not limited to space for committee rooms and legislative 

20 offices. 

21 (4) For state agencies located in a city other than Helena, the department of administration shall 

22 consolidate the offices of these agencies in a single, central location within the city whenever the 

23 consolidation would result in a cost savings to the state while permitting sufficient space and facilities for 

24 the agencies. The department may purchase, lease, or acquire, by exchange or otherwise, land and 

25 buildings in the city to achieve consolidation. State retail liqtter stares, liqtter retail ageneies, ans effiees 

26 Offices of the law enforcement services division and motor vehicle division of the department of justice are 

27 exempted from consolidation." 

28 

29 Section 10. Section 16-1-103, MCA, is amended to read: 

30 "16-1-103. Policy as to retail sale of liquor. It is the policy of the state that it is necessary to 
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further regulate and control the sale and distribution of alcoholic beverages within the state and to ensure 

2 that the department has the entire complete regulatory control of the sale of liquor in the department of 

3 revenue this state. It is advisable and necessary, in addition to the operation of the state agency liquor 

4 stores now provided by law, that the department be empowered and authorized to grant licenses to persons 

5 qualified under this code to sell liquor purchased by them at state agency liquor stores at retail posted price 

6 in accordance with this code and under rules promulgated by the department and under its strict 

7 supervision and control and to provide severe penalty for the sale of liquor except by and in state agency 

8 liquor stores and by persons licensed under this code. The restrictions, regulations, and provisions 

9 contained in this code are enacted by the legislature for the protection, health, welfare, and safety of the 

1 O people of the state." 

11 

12 Section 11. Section 16-1-105, MCA, is amended to read: 

13 "16-1-105. Divisions of code. This code is divided into six chapters. Chapter 1 relates to the 

14 authority of the department of revenue to administer this code and the powers and functions of the 

15 department. Chapter 2 relates to the establishment of state agency liquor stores and the keeping and selling 

16 of liquors. Chapter 3 relates to the control of liquor, wine, and beer. Chapter 4 relates to license 

17 administration. Chapter 5, now repealed, related to identification cards. Chapter 6 relates to enforcement." 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 12. Section 16-1-106, MCA, is amended to read: 

"16-1-106. Definitions. As used in this code, the following definitions apply: 

(1) "Agency franchise agreement" means an agreement between the department and a person 

appointed to sell liquor and table wine as a commission merchant rather than as an employee. 

(2) "Agency liquor store" means a ~ store operated under an agency franchise agreement in 

accordance with this code for the purpose of selling liquor at EITHER THE POSTED OR retail PRICE for 

off-premises consumption. 

~ill "Alcohol" means ethyl alcohol, also called ethanol, or the hydrated oxide of ethyl. 

™Bl "Alcoholic beverage" means a compound produced and sold for human consumption as a 

drink that contains more than 0.5% of alcohol by volume. 

f4+ili.l "Beer" means a malt beverage containing not more than 7% of alcohol by weight. 

f&l-J.fil "Beer importer" means a person other than a brewer who imports malt beverages. 
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1 ietlli "Brewer" means a person who produces malt beverciges. 

2 18) "Community" means: 

3 (a) in an incorporated city or town, the area within the incorporated city or town boundaries; 

4 (b) in an unincorporated city or area, the area identified by the federal bureau of the census as a 

5 community for census purposes; and 

6 le) in a consolidated local government, the area of the consolidated local government not otherwise 

7 incorporated. 

8 ffiifil "Department" means the department of revenue, unless otherwise specified. 

9 f8H1Ql "Immediate family" means a spouse, dependent children, or dependent parents. 

10 f9H.11l "Import" means to transfer beer or table wine from outside the state of Montana into the 

11 state of Montana. 

12 f-+Gl-iJ.1.l. "Industrial use" means a use described as industrial use by the federal Alcohol 

13 Administration Act and the federal rules and regulations of 27 CFR. 

14 f++tJ..1]1 "Liquor" means an alcoholic beverage except beer and table wine. 

15 ~i.111 "Malt beverage" means an alcoholic beverage made by the fermentation of an infusion or 

16 decoction, or a combination of both, in potable brewing water, of malted barley with or without hops or 

1 7 their parts or their products and with or without other malted cereals and with or without the addition of 

18 unmalted or prepared cereals, other carbohydrates, or products prepared from carbohydrates and with or 

19 without other wholesome products suitable for human food consumption. 

20 ~11fil "Package" means a container or receptacle used for holding an alcoholic beverage. 

21 f-+4tilfil "Posted price" means the fet6i.l WHOLESALE price of liquor ans taslo wine FOR SALE TO 

22 PERSONS WHO HOLD LIQUOR LICENSES as fixed and determined by the department and in addition an 

23 excise and license tax as provided in this code. 

24 +4-e+illl "Proof gallon" means a U.S. gallon of liquor at 60 degrees on the Fahrenheit scale that 

25 contains 50% of alcohol by volume. 

26 ++etilfil "Public place" means a place, building, or conveyance to which the public has or may be 

27 permitted to have access and any place of public resort. 

28 (191 "RETAIL PRICE" MEANS THE PRICE ESTABLISHED BY AN AGENT FOR THE SALE OF LIQUOR 

29 TO PERSONS WHO DO NOT HOLD LIQUOR LICENSES. THE RETAIL PRICE MAY NOT BE LESS THAN THE 

30 DEPARTMENT'S POSTED PRICE. 
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f 171 ( 19)(20) "Rules" means rules adopted by the department or the department of justice pursuant 

2 to this code. 

3 ( 1 81 (20) (21) "State liquor faeility warehouse" means a faeility building owned or under control of 

4 the department for the purpose of receiving, storing, transporting, or selling alcoholic beverages to agency 

5 liquor stores. 

6 (19) "State liquor store" R'leaAs a retail store 013erated by the departR'loAt iA aeeordaAee '"''ith this 

7 eoee for the 13urf)ose of sellin§ liquor ane table wine. 

8 (20)(21 )(22) "Storage depot" means a building or structure owned or operated by a brewer at any 

9 point ·in the state of Montana off and away from the premises of a brewery, which structure is equipped 

1 O with refrigeration or cooling apparatus for the storage of beer and from which a brewer may sell or 

11 distribute beer as permitted by this code. 

12 (21 )(22)(23) "Subwarehouse" means a building or structure owned or operated by a licensed beer 

13 wholesaler or table wine distributor, located at a site in Montana other than the site of the beer wholesaler's 

14 or table wine distributor's warehouse or principal place of business, and used for the receiving, storage, 

15 and distribution of beer or table wine as permitted by this code. 

16 (221(23)(24) "Table wine" means wine that contains not more than 16% alcohol by volume. 

17 (231(24 )(25) "Table wine distributor" means a person importing into or purchasing in Montana table 

18 wine for sale or resale to retailers licensed in Montana. 

19 1241(20)(261 "Warehouse" means a building or structure located in Montana owned or operated by 

20 a licensed beer wholesaler or table wine distributor for the receiving, storage, and distribution of beer or 

21 table wine as permitted by this code. 

22 (2el(2el(27) "Wine" means an alcoholic beverage made from or containing the normal alcoholic 

23 fermentation of the juice of sound, ripe fruit or other agricultural products without addition or abstraction, 

24 except as may occur in the usual collar treatment of clarifying and aging, and that contains more than 0.5% 

25 but not more than 24% of alcohol by volume. Wine may be ameliorated to correct natural deficiencies, 

26 sweetened, and fortified in accordance with applicable federal regulations and the customs and practices 

27 of the industry. Other alcoholic beverages not defined in this subsection but made in the manner of wine 

28 and labeled and sold as wine in accordance with federal regulations are also wine." 

29 

30 Section 13. Section 16-1-301, MCA, is amended to read: 
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1 "16-1-301. Administration of code. The department shall have the powers and duties to administer 

2 the Montana Alcoholic Beverage Code, including the general control, management, and supervision of all 

3 &tate agency liquor stores." 

4 

5 Section 14. Section 16-1-302, MCA, is amended to read: 

6 "16-1-302. Functions, powers, and duties of department. The department has the following 

7 functions, duties, and powers: 

8 (1) to buy, import, have in its possession for sale, and sell liquors and tal3Ie wine; 

9 (2) to control the possession, sale, and delivery of liquors in accordance with the provisions of this 

10 code; 

11 (31 to determine the municipalities where &tate agency liquor stores are to be established 

1 2 throughout the state and the situation of the stores within these municipalities; 

13 (4) to lease, furnish, and equip any building or land required to administer its duties under this 

14 code; 

15 15) to buy or lease plants and equipment necessary to administer its duties under this code; 

16 16) to employ store A1ana§eFs and otl=ier the necessary employees required to administer this code 

17 and to dismiss them, assign them their title, and define their respective duties and powers and to contract 

18 with the department of justice for investigative services or to contract for the services of experts and 

19 persons engaged in the practice of a profession, if appropriate; 

20 171 to determine the nature, form, and capacity of all packages to be used for containing liquor kept 

21 or sold under this code; 

22 18) to grant and issue licenses under this code; 

23 19) to place special restrictions on the use of a particular license, which must be endorsed upon 

24 the face of the license, if the special restrictions are made pursuant to a hearing held in connection with 

25 the issuance of the license or if the special restrictions are agreed to by the licensee; 

26 { 10) without limiting or being limited by the foregoing, to do all things necessary to administer this 

2 7 code or rules." 

28 

29 Section 15. Section 16-1-303, MCA, is amended to read: 

30 "16-1-303. Department rules. (1) The department and the department of justice may make rules 
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not inconsistent with this code necessary to efficiently administer this code. 

2 (2) Rules made by the department may include but are not limited to the following: 

3 (a) regulating the eeiuiJ;)A'leAt aAEI A'laAageA'teAt contractual operation of st-ate agency liquor stores 

4 and warehouses in which liquor er tasle wiAe is kept or sold and prescribing the books and records ·to be 

5 kept; 

6 (b) prescribing the duties of department employees and regulating their conduct while in the 

7 discharge of their duties; 

8 (c) governing the purchase of liquor aAEI tasle wiAe and the furnishing of liquor aAEI tasle wiAe to 

9 st-ate agency liquor stores; 

1 O (d) determining the classes, varieties, and brands of liquor aAd tasle wiAe to be~ available for 

11 distribution from the state liquor warehouse sale at BA'; state store; 

12 (e) prescribing the minimum hours during which st-ate agency liquor stores must be open for the 

13 sale of alcoholic beverages; 

14 (f) providing for the issuing and distributing of price lists showing the price to be paid by 

15 purchasers for each class, variety, or brand of liquor aAd tasle ',YiAe kept for sale; 

16 lg) prescribing forms to be used for the purpose of this code or the rules and the terms and 

1 7 conditions for permits and licenses issued and granted under this code; 

18 lhl prescribing the form of records of purchase of liquor BREI taele wiAe and the reports to be made 

1 9 to the department and providing for inspection of the records; 

20 (i) prescribing the manner of giving and serving notices required by this code or the rules; 

21 (j) prescribing the fees payable for permits and licenses issued under this code for which fie fees 

22 are not prescribed in this code and prescribing the fees for anything done or permitted to be done under 

23 the rules; 

24 (kl prescribing, subject to the provisions of this code, the conditions and qualifications necessary 

25 for the obtaining of alcoholic beverage licenses and the books and records to be kept and the returns to 

26 be made by the licensees; 

27 (I) specifying and describing the place and the manner in which alcoholic beverages may be lawfully 

28 kept or stored; 

29 (m) specifying and regulating the time when and the manner by which vendors and brewers may 

30 deliver alcoholic beverages under this code and the time when and the manner by which alcoholic 
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1 beverages, under this code, may be lawfully conveyed or carried; 

2 (n) governing the conduct, management, and equipment of any premises licensed to sell alcoholic 

3 beverages under this code; 

4 (o) providing for the imposition and collection of taxes and making rules respecting returns, 

5 accounting, and payment of the taxes to the department. 

6 (3) The department of justice may adopt rules to administer and implement its responsibilities under 

7 this title, including but not limited to rules providing for the inspection of licensed premises or premises 

8 where the sale of liquor has been proposed. 

9 (4) Whenever this code provides that an act may be done if authorized by rules, the department, 

1 O subject to the restrictions in subsection ( 1 l, may make rules respecting the act. 

11 (5) The department shall use the negotiated rulemaking procedures contained in Title 2, chapter 

12 5, for the purpose of adoption of rules related to the operation of agency liquor stores. However, the 

1 3 department may not be required to pay any expenses of the participants or of any persons engaged in the 

14 rulemaking process as provided for in 2-5-110." 

15 

16 Section 16. Section 16-1-304, MCA, is amended to read: 

17 "16-1-304. Prohibited acts. 11) An employee of the department involved in the operation of the 

18 state liquor warehouse or sMM liEjlclOF stores, the issuance of licenses, or the collection of alcoholic 

19 beverages taxes or an employee of the department of justice directly involved with the investigation of 

20 matters concerning the manufacture, sale, and distribution of alcoholic beverages may not be directly or 

21 indirectly interested or engaged in any other business or undertaking dealing in liquor er tal3Ie wine, whether 

22 as owner, part owner, partner, member of syndicate, shareholder, agent, or employee for the employee's 

23 own benefit or in a fiduciary capacity for some other person. 

24 (2) An employee of the state, a state agent, or any person having any ownership interest in an 

25 agency liquor store may not solicit or receive directly or indirectly any commission, remuneration, 9f giftL 

26 or other thing tangible or intangible of value from any person or corporation selling or offering liquor or ta13Ie 

27 wme for sale to the state pursuant to this code. 

28 13) A person selling or offering for sale to or purchasing liquor or Ml3Ie wine from the state may 

29 not directly or indirectly offer to pay any commission, profit, or remuneration or make any gift to any 

30 FReFRl3er er employee of the state, any state agent, or any person having any ownership interest in an 
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1 agency liquor store or to anyone on behalf of ti=le FAeFAeer er an employee. 

2 14) The prohibition contained in subsection (3) does not prohibit the state from receiving samples 

3 of liquor er taele wiAe for the purpose of chemical testing, subject to the following limitations: 

4 la) Each manufacturer, distiller, compounder, rectifier, importer, or wholesale distributor or any 

5 other person, firm, or corporation proposing to sell any liquor er taele wiAo to the state of Montana shall 

6 submit, without cost to the state prior to the original purchase, an analysis of each brand and may submit 

7 a representative sample not exceeding 25 fluid ounces of the merchandise to the state. 

8 lb) When a brand of liquor er taele •,•ti Ao has been accepted for testing by the state, the state shall 

9 forward the sample, unopened and in its entirety, to a qualified chemical laboratory for analysis. 

1 O (c) The state shall maintain written records of all samples received. The records must show the 

11 brand name, amount and from whom received, date received, the laboratory or chemist to whom 

12 forwarded, the state's action on the brand, and the person to whom delivered or other final disposition of 

13 the sample. 

14 (5) Liquor, wiAo, er oti=ler aleei=lelie ee\·era§e may not be withdrawn from the regular warehouse 

15 inventory or from the state agency liquor stores for any purpose other than fiAal sale to PERSONS WHO 

16 HOLD LIQUOR LICENSES AT THE POSTED PRICE AND SALE TO the consumer at the Jlre·,·ailin§ state retail 

17 ~ RETAIL PRICE ESTABLISHED BY THE AGENT or for destroying damaged or defective merchandise. 

18 The state shall maintain a written record including the type, brand, container size, number of bottles or 

19 other units, signatures of witnesses, and method of destruction or other disposition of damaged or defective 

20 warehouse er state store merchandise. 

21 16) The state may not require a company that manufactured, distilled,, rectified, bottled, or 

22 processed and sold less than 200,000 proof gallons of liquor nationwide in the previous calendar year to 

23 maintain minimum amounts of liquor er wino in the state waret,ouse while the distiller or winery retains 

24 ownership of the product. 

25 (7) Ti=le state FAay net require a eoFAJlaA'f ti=lat settled and sold loss ti=laA 100,000 'A'iAO §alleAs ef 

26 taele wine natiem,;ide in ti=lo iire¥ious ealendar year to FAaintaiA FAiniFAl:JR'l aFAe1o1nts ef taele wino iA the state 

27 warehouse while ti=le OSA'!Jlany retaiAs ownersi=lill ef ti=le iireduet." 

28 

29 

30 

Section 17. Section 16-1-402, MCA, is amended to read: 

"16-1-402. Payment of excise tax by carriers. ( 1) Every airline or railroad operating in the state of 
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1 Montana and selling liquor purchased outside this state for consumption within this state shall pay to the 

2 department the excise taxes and state markup ~ that would be applicable to StKlfl the liquor if 

3 purchased from me an state agency liquor store. 

4 (2) The amount of StKlfl excise taxes and state markup payable SRaU must be determined by 

5 multiplying the following factors: 

6 (a) the average liquor used per departure; 

7 (b) the number of departures from Montana on which liquor is served; 

8 (c) the ratio of Montana revenue passenger miles to system revenue passenger miles; and 

9 (d) the applicable excise tax and state markup rates. 

10 (3) From saia the product, the carrier shall subtract the amount of excise taxes and state markup 

11 on purchases of liquor made within this state." 

12 

13 Section 18. Section 16-2-101, MCA, is amended to read: 

14 "16-2-101. Establishment and closure of state agency liquor stores -- agency franchise agreement 

15 -- kinds and prices of liquor aRd tahle 'A'iRe. ( 1 l la) The departFReAt shall establish a Ad maintain one or more 

16 stores, to be lrno·,.,,n as "state lieiuer stores", as the depart!l'lent finds feasible for the sale of liquor aAd table 

17 wine iA aeeordaAee •14•ith the previsieAs ef H1is soda and the rules adapted under this eode. 

1 8 fbl- The department shall enter into aH agency franchise a!Jree!l'leAt agreement~ or employ the 

19 neeessary help to operate me agency liquor stores as the department finds feasible for the WHOLESALE 

20 AND RETAIL sale of liquor and sl=lall 1fosi!JAate tl=le duties to be performed by tl=le a!Jent or employees. 

21 {e) Onee establisl=led, a store FRay net be elosoel, eoAvorted to an a!Jens·r store, or sold b·; tl=le 

22 elepartFRent unless: 

23 {i) tl=le store is returnin!J less tl=lan a 10% profit to tl=le state; or 

24 {ii) tl=le slosuro or sale is approi;oel by tl=lo legislature. 

25 (2)li!l The department may from time to time fix the POSTED prices at which the various classes, 

26 varieties, and brands of liquor aflEI table wine may be sold, and THE POSTED prices must be the same at 

27 all state agency liquor stores. 

28 (b)(i) The department shall supply from the state liquor warehouse to agency liquor stores the 

29 various classes, varieties. and brands of liquor for resale at the state posted price TO PERSONS WHO HOLD 

30 LIQUOR LICENSES AND TO ALL OTHER PERSONS AT THE RETAIL PRICE ESTABLISHED BY THE AGENT. 
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1 (ii)(A) According to the ordering and delivery schedule set by the department, an agency liquor store 

2 may place a liquor order with the department at its state liquor warehouse in the manner to be established 

3 by the department. 

4 (Bl The agency liquor store's purchase price is the department's posted price less the agency liguor 

5 store's commission rate in the state agency franchise agreement and less the agency liquor store's weighed 

6 average discount ratio. For purposes of this subsection (2)(b)(ii)(Bl. for agency liquor stores or 

7 employee-operated state liquor stores that were operating June 30, 1994, the weighted average discount 

8 ratio is the ratio between an agency liquor store's or the employee-operated state liquor store's full case 

9 discount sales divided by the agency liquor store's or employee-operated state liquor store's gross sales, 

1 O based on fiscal year 1994 reported sales, times the state discount rate for case lot sales, as provided in 

11 16-2-201, divided by the state discount rate for full case lot sales in effect on June 30, 1994. For all other 

12 stores that are placed in service after June 30, 1994, the weighted average discount ratio is the average 

13 ratio in fiscal year 1994 for similar sized stores for 1 year of operation. Thereafter, the weighted discount 

14 ratio must be computed on the store's first 12 months of operation. 

15 (C) All liquor purchased from the state liquor warehouse by an agency liquor store must be paid for 

16 within 60 days of the date on which the department invoices the liquor to the agency liquor store. 

17 (cl An agency liquor store may sell table wine at retail for off-premises consumption. 

18 (3) Jal Srnte li~uer stares must 13e eeAsiElereEI for elesure, oeA·,ersieA, er sale oAly wi'leA a swre 

19 lease e,113ires. µrier to the eJE13iration of a lease, tho a013artrnent may eenauet a finaneial J3rofitasility anal~•sis 

20 using tAe eriteria in sussoetion (1 l(el(i). In eorn13uting 13rofit le•,els of state 013eratoEI stares, ticie eosts sf ti:10 

21 lieeAsiAg sureau aAEI the legal anEI BAfereement Eli•,ision, sti'ler tAaA inspeetion easts aireetly attrisutal3Ie 

22 ta liejuer stares, ma·f Rot 13e iAelueea as e1~13enses. Ticie re\!enue O\!eFSigRt eeFRFRittee must 13e inferFReEI et 

23 all 13laAs fer eoA11ersieA, sale, er elosure ef sMte li~uer stores. 

24 W Agency liquor stores may not be located in or adjacent to grocery stores in communities with 

25 populations over 3,000. This 13re11isien is a13J3Iieal3Ie onlv ta ageAc·,• agreemeAts enteree inte after Mav 11, 

26 -1-98+,. 

27 (4) Ageney THE DEi;iARTME~IT SHALL ~JEGOTIATE COMMISSlmJS WITH AGENCY STORES AND 

28 /\GE~JCY AGENCY stores must receive commissions eases BR aejusteEI grass sales payable as follows: 

29 (al a 10% eemmissien COMMISSlmJ OF 10% OR MORE, BUT ~JOT TO EXCEED 1 a%, 10% 

30 COMMISSION for agencies in communities with less than 3,000 in population, unless adjusted pursuant 
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to subsection (6) or {8); 

2 lb) a commission established by competitive bidding unless adjusted pursuant to subsection {6l 

3 QiJ_fil for agencies in communities with 3,000 or more in population. 

4 (5) An agency franchise agreement must: 

5 (a) be effective for a 10-year period and may be renewed every 10 years if the requirements of the 

6 agency franchise agreement have been satisfactorily performed; 

7 (bl require the agent to maintain comprehensive general liability insurance and liquor liability 

8 insurance throughout the term of the agency franchise agreement in an amount established by the 

9 department of administration. The insurance policy must: 

10 (il declare the department as an additional insured; and 

11 Iii) hold the state harmless and agree to defend and indemnify the state in a cause of action arising 

12 from or in connection with the agent's negligent acts or activities in the execution and performance of the 

13 agency franchise agreemenh~ 

14 (cl req1:1ire tl:le agent to pro•,ise perfern,anee see1:1rity in an an101:1nt eq1:1al to tl:le a•,erage n,ontl:lly 

15 val1:1e of inventory at east eases on tl:le n,ost resent 12 n,ontl:l perios of inventory val1:1e at tl:le agoney store 

16 loeation or, if a 12 n,ontl:l l:listery is not availal3Ie, tl:le separtn,ent's estin,ate of tl:le average val1:1e provide 

17 that upon termination by the department for cause or upon mutual termination, the agent is liable for any 

18 outstanding liquor purchase invoices. If payment is not made within the appropriate time. the department 

19 may immediately repossess all liquor inventory, wherever located-;-af!Ei~ 

20 (d) specify the reasonable service and space requirements that the agent will provide throughout 

21 the term of the agency franchise agreement. 

22 16)1.fil The commission percentage that the department pays the agent under an agency franchise 

23 agreement may be reviewed on July 1, 1998, and every e ~ years thereafter at the request of either party. 

24 If the agent concurs, the department may adjust the commission percentage to be paid during the remaining 

25 term of the agency franchise agreement or until the next time the commission percentage is reviewed, if 

26 that is sooner than the term of the agency franchise agreement. to a commission percentage that is equal 

27 to the average commission percentage being paid agents with similar sales volumes if: 

28 f-al-ill the agent's commission percentage is less than the average; and 

29 fbl-llil all the requirements of the agency franchise agreement have been satisfactorily performed. 

30 (bl The adjusted commission percentage determined under subsection (6)1a) may be greater than 
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the average commission paid agents with similar sales volume: 

2 (i) if the agent demonstrates that: 

3 (Al the agent has experienced cost increases that are beyond the agent's control, including but not 

4 limited to increases in the federally established minimum wage or escalation in prevailing rent: and 

5 (8) the average commission percentage is insufficient to yield net income commensurate with net 

6 income experienced before the cost increases occurred; and 

7 (ii) if the department demonstrates that it is unable to indicate adjustments in the requirements 

8 specified in the agent's franchise agreement that will eliminate the impact of cost increases. 

9 17) The liability insurance and perfom'lanee soe1:1riW rer,i1:1irefflents requirement may be reviewed 

1 O every i)} years after July 1, 1995, at the request of either the agent or the department. If the agent 

11 concurs, the department may adjust the requirements to ·be effective during the remaining term of the 

12 agency franchise agreement if the adjustments adequately protect the state from risks associated with the 

13 less ef state assets er froffl the agent's negligent acts or activities in the execution and performance of the 

14 agency franchise agreement. The amount of liability insurance coverage may not be less than the minimum 

1 5 requirements of the department of administration. 

16 18) la) Except as provided in subsection I8)(b), an agency franchise agreement must be renewed 

1 7 for additional 10-year periods if the agent has satisfactorily performed all the requirements of the agency 

18 franchise agreement. Except for establishing the new term and except for a commission percentage that 

19 may be negotiated as provided in subsection (8)1b), changes in the agency franchise agreement as a result 

20 of a renewal may not be made unless the agent and the department mutually agree. 

21 (b) If at least 90 days prior to the expiration of a 10-year agency franchise agreement, the 

22 department determines that an adjustment of the commission percentage paid to the agent is in the best 

23 interests of the state, the department shall notify the agent of that determination. 

24 (c) If the agent does not concur with the department's commission percentage adjustment, the 

25 department shall advertise for bids for the agency franchise at the adjusted commission percentage, subject 

26 to the provisions of this chapter. If bids from persons who meet the criteria provided in this chapter are 

27 received by the department for the agency franchise at the adjusted commission percentage, the agent 

28 under the existing franchise agreement has a preference right to renew the franchise agreement by 

29 concurring in the adjusted commission percentage. 

30 Id) If the agent under the existing franchise agreement declines to exercise the preference right 
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3 
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6 
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8 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

under subsection (8)(c), the department shall enter into an agency franchise agreement as provided in this 

chapter with a person who accepted the adjusted commission percentage. 

{e) If the agent exercises the preference right and believes the adjusted commission percentage 

to be inadequate or not in the best interests of the state, the agent may request an administrative hearing. 

The request must contain a statement of reasons why the agent believes the commission percentage to 

be inadequate or not in the state's best interests. The department shall grant the request for a hearing if 

it determines that the statement indicates evidence that the adjusted commission percentage is inadequate 

or not in the state's best interests. The department may, after the hearing, adjust the commission 

percentage if the agent shows that the commission percentage is inadequate or not in the best interests 

of the state. If the department increases the commission percentage rate, the department shall set forth 

its findings and conclusions in writing and inform the agent and the other persons who offered to enter into 

an agency agreement at the adjusted commission rate. 

19).@.]_ The department may terminate an agency franchise agreement if the agent has not 

satisfactorily performed the requirements of the agency franchise agreement or in the followin§ cases 

because the agent: 

(i) charges 13rices sifferent froffi the state 13ublishes arioo or arovises sifferent siseounts RETAIL 

PRICES THAT ARE LESS THAN THE DEPARTMENT'S POSTED PRICE FOR LIQUOR, SELLS LIQUOR TO 

PERSONS WHO HOLD LIQUOR LICENSES AT LESS THAN THE POSTED PRICE, OR SELLS LIQUOR AT 

CASE DISCOUNTS GREATER THAN THE DISCOUNT PROVIDED FOR IN 16-2-201 TO PERSONS WHO 

HOLD LIQUOR LICENSES; 

(iii fails to maintain sufficient liability insurance; 

!iii) has not maintained a quantity and variety of product available for sale commensurate with 

demand, delivery cycle. repayment schedule, mixed case shipments from tho department, and the ability 

to purchase special orders; 

(iv) at an agency liquor store located 35 miles or more from the nearest agency liquor store, has 

operated the agency liquor store in a manner that makes the premises unsanitary or inaccessible for the 

purpose of making purchases of liquor; or 

(vl fails to comply with the express terms of the agency franchise agreement. 

(b) The department shall give an agent 30 days' notice of its intent to terminate tho agency 

franchise agreement for cause and specify the unmet requirements. Tho agent may contest the termination 
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and request a hearing within 30 days of the date of notice. If a hearing is requested, the department shall 

2 suspend its termination order until after a final decision has been made pursuant to the Montana 

3 Administrative Procedure Act. 

4 tat ifl ExceJlt in !n the case of failure to make timely payments to the department for liquor 

5 purchased susJlected theft or unauthoriced use et state assets, the deJlartR'lent shall give an agent ao days' 

6 notiee of its ;.ntent te terR'linete tAe ageney franelciise agreeR'lent for eause and SJleeify the unR'let 

7 reEjuireR'lents. Tl=te agent R'lav eentest the ageney franchise agreeR'lent terR'lination and reEJuest a Rearing 

8 within ao davs. If a hearing is reEjuested, the SeJlaFtR'lent shall susJlene its terR'linatien ereer until after a 

9 final eeeision has seen R'laSe Jlursuent to the Montana A!JR'linistrati•{e Flroeeeure Act. 

1 O le) If an agent is susJlected of theft or unautl'loricod use of state assets, the department may 

11 terminate the agency franchise agreement and retrieve its assets immediately repossess any liquor 

12 purchased and in the possession of the agent. If an agency franchise agreement is terminated, the agent 

13 may contest the agencv franchise a§reeR'lent termination and request a hearing within 30 days of the 

14 department's retrie,•al of assets repossession of the liquor. The agency store shall remain closed until a final 

15 decision has been reached following a hearing held pursuant to the Montana Administrative Procedure Act. 

16 I 10) An agency franchise agreement may be terminated upon mutual agreement by the agent and 

1 7 the department. 

18 111) An agent may assign an agency franchise agreement to a person who, upon approval of the 

1 9 department, is named agent in the agency franchise agreement, with the rights, privileges, and 

20 responsibilities of the original agent for the remaining term of the agency franchise agreement. The agent 

21 shall notify the department of an intent to assign the agency franchise agreement 60 days before the 

22 intended effective date of the assignment. The department may not unreasonably withhold approval of an 

23 assignment request. 

24 ( 12) An agencv agreeR'lent in effeet on Marsh ao, 199;3, R'lust ee eenverted UJlon reEJuest et the 

25 agent and aJlJlFO'Fal of the deJlartR'lent ta a 10 veer ageney franehise a§reeR'lent JlUrsuant te suesectiens 

26 (e) through (11 l witheut eeR'IJletiti·,e eies er JlfBJlesals. 

27 (12) A person or entity may not hold an ownership interest in more than one agency liquor store. 

28 I 1 3) The department shall maintain sufficient inventory in the state warehouse in order to meet a 

29 monthly service level of at least 97%." 

30 
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16 

17 

18 

19 

20 

21 

22 

23 

Section 19. Section 16-2-104, MCA, is amended to read: 

"16-2-104. Hours. ( 1) State Agency liquor stores shall be and may remain open during sueh r:ieriod 

of the day as the der:iartment shall deern advisable the period between 8 a.m. and 2 a. m. The stores SHaU 

must be closed for the transaction of business on legal holidays and between the close of normal business 

Saturday jr.ffi-, afternoon up to the opening of normal business Tuesday ir.-f!'r.- morning as set by ser:iartFAent 

ftlle. 

I 2) (al An agency liquor store may be open on Mondays that are not legal holidays if 51 % of the 

all-beverages licensees within the agency liquor store's immediate market area sign a petition agreeing that 

agency liquor stores located within the immediate market area may be open on Mondays. The petition must 

be on a form prescribed by the department. The department shall verify the validity of the signatures on 

the petition. If the department determines that the petition contains sufficient valid signatures, all agency 

liquor stores within the designated market area must be allowed to transact business on Mondays that are 

not legal holidays. To determine the number of signatures needed, the department shall round up to the 

nearest whole number any fractional number of all-beverages licensees. 

(bl For the purposes of subsection (2)(a), immediate market area means: 

(ii the city limits for stores located in incorporated cities or towns: and 

(iii the area contained within a 5-mile radius from a store or stores located in unincorporated cities 

or towns or •n a consolidated local government. 

(2) ~Jo sale or selivery of liquor or table wine shall be mase on or from the r:iremises of any state 

liquor store nor shall any storo be or:ien for the sale of liquor er table wine: 

(a) on any holiday roeognii!ed by state law; 

lb) suring sueh ether r:ieriod ans en sueh ether sa•~s as the defi)artmont may direet." 

24 Section 20. Section 16-2-105, MCA, is amended to read: 

25 "16-2-105. Place and time of selling liquor. Ne A liquor store FAanager agent and He.!! person 

26 acting as the elerlc or ser>~ant an employee of or in any capacity for any FAanager shall agent may not sell 

27 liquor in any other place or at any other time or otherwise than as authorized by this code and the rules 

28 implementing this code." 

29 

30 Section 21. Section 16-2-106, MCA, is amended to read: 
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"16-2-106. Purchase price in advance. A liquor store ffiaAager agent may sell to any person S1cl€fl 

2 ~ liquor and table wine as that the person is entitled to purchase in conformity with the provisions of this 

3 code and the rule~ R1ade thereumfor, f3Fe.,.ided that ne Elelivery shall take f3laoe uAtil the f3urehaser has !') □id 

4 t"1o f3ure"1ase priee implementing this code. An agent may, under the terms and conditions that the agent 

5 establishes, deliver liquor and table wine purchased from the agent's agency liquor store." 

6 

7 Section 22. Section 16-2-107, MCA, is amended to read: 

8 "16-2-107. No open alcoholic beverage container or alcoholic beverage consumption on premises 

9 of state agency store. ~lo effieer, elerlc, er ageAt ef t"1e departffieAt ernpleyed in a state An agent and the 

1 O agent's employees in an agency store SHaU may not allow any alcoholic beverage container to be opened 

11 on the premises of a state an agency liquor store or allow any alcoholic beverage to be consumed on the 

1 2 premises of~ an agency liquor store, nor SHaU may any person open an alcoholic beverage container 

1 3 or consume any alcoholic beverage on sueh prernises in an agency liquor store." 

14 

15 Section 23. Section 16-2-108, MCA, is amended to read: 

16 "16-2-108. Disposition of money received. All R10Aey reeei 1,ed fFeFR the sale ef liquor □Ad taele 

17 'A'iAe at t"1e state liquor steros R1ust 13e deposited iA the enterprise fuAd iA the state treasury to t"1e eredit 

18 ef the departffient. The department may purchase liquor and taste wine from money deposited to its 

19 account in the enterprise fund. The department shall pay from its account in the enterprise fund its 

20 administrative expenses, subject to the limits imposed by legislative appropriation. Ne An obligation created 

21 or incurred by the department may not be a debt or claim against the state of Montana but must be payable 

22 by the department solely from funds derived from the operation of state liquor steres sales. The department 

23 shall pay into the state treasury to the credit of the enterprise fund the receipts from the sale of liquor and 

24 all taxes and license and permit fees collected by it. Taxes, license and permit fees, and the net proceeds 

25 from the operation of state liquor stefes sales must be transferred to the general fund." 

26 

27 Section 24. Section 16-2-201, MCA, is amended to read: 

28 "16-2-201. Reduction for quantity sales of liquor. ill Reduction of&%- 8% of the~ POSTED 

29 price of liquor sold at the s-tate agency liquor store SHaU must be made by the department for sales of liquor 

30 to any~ licensee purchasing liquor in unbroken case lots. No other reduction SHaU may be made to 
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any other person by the department for quantity sales of liquor. 1 

2 

3 

4 

5 

6 

(2) THIS SECTION DOES NOT PREVENT AN AGENT FROM PROVIDING PURCHASE DISCOUNTS 

OR SELLING LIQUOR TO ANY OTHER PERSON AT A PRICE LESS THAN THE AGENT'S ESTABLISHED 

RETAIL PRICE. HOWEVER, AN AGENT IS PROHIBITED FROM SELLING LIQUOR TO ANY PERSON AT A 

PRICE LESS THAN THE DEPARTMENT'S POSTED PRICE." 

7 Section 25. Section 16-2-301, MCA, is amended to read: 

8 "16-2-301. Retail selling price on table wine -- tax on certain table wine. ( 1) The retail sell in§ priee 

9 at whieh tal3Ie wino is solEl either 13y the Elepartffient, threu§h a state eA'1pleyee eperateEl store, er B')' a 

1 O eemffiissien a§ent whe ,,.,.as appeinteEl 13efore April 60, 1987, ineluElin§ subsequent renewals of sueh 

11 appointment, ans whe eleets te orElor tal3Ie wine froffi the Elepartffient is ooffiputes by addin§ to the 

12 statewiEle wei§hted avera§e east ef tal3Ie wine the taiE and state ffiarkup as desi§natoEl by the departffient. 

1 3 Will The retail selling price at which table wine is sold B'f a eeA'1A'1issien a§ent appointed 13y the 

14 departffient after Mav 1, 1987, at an agency liquor store is as determined by the agent. 

15 ~J11 In addition to the tax on wine assessed under 16-1-411, there is a tax of 1 cent a liter on 

16 table wine sold by a table wine distributor to an agent as described in subsection Will- This additional 

17 tax must be paid to the department by the distributor in the same manner as the tax under 16-1-411 is 

18 paid. The department shall deposit the tax paid under this section in the general fund." 

19 

20 Section 26. Section 16-3-103, MCA, is amended to read: 

21 '"16-3-103. Unlawful sales solicitation or advertising -- exceptions. (1) Ne 6 person within the state 

22 Sflall may not: 

23 (a) canvass for, receive, take, or solicit orders for the purchase or sale of any liquor or act as agent 

24 or intermediary for the sale or purchase of any liquor or be represented as an agent or intermediary unless 

25 permitted to do so under rules that shall 130 are promulgated by the department to govern ~ the 

26 activities; 

27 lb) canvass for or solicit orders for the purchase or sale of any beer or malt liquor except in the 

28 case of beer proposed to be sold to beer licensees duly authorized to sell beer under the provisions of this 

29 code; 

30 (c) exhibit, publish, or display or permit to be exhibited, published, or displayed any form of 
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1 advertisement or any other announcement, publication, or price list of or concerning liquor or where or from 

2 whom the same may be had, obtained, or purchased unless permitted to do so by the rules of the 

3 department and then only in accordance with Slffiff the rules. 

4 (2) This section does not apply to: 

5 (a) the department, any act of the department, any State agency liquor store; 

6 (b) the receipt or transmission of a telegram or letter by any telegraph agent or operator or 

7 post-office employee in the ordinary course of employment as Sttefl the agent, operator, or employee; or 

8 (c) the sale and serving of beer in the grandstand and bleacher area of a county fairground or public 

9 sports arena under a special permit issued pursuant to 16-4-301 or a catering endorsement issued pursuant 

10 to 16-4-111 or 16-4-204." 

11 

12 Section 27. Section 16-3-106, MCA, is amended to read: 

13 "16-3-106. Conveyance of liquors, table wines, and beer -- opening alcoholic beverages during 

14 transit forbidden. (1) It shall be]& lawful to carry or convey liquor or table wine to any State agency liquor 

1 5 store and to and from ariy the state liquor warehouse or any depot established by the department for the 

16 purposes of this code, and when permitted to do so by this code and the rules FAaEle thereuAEler ans iA 

17 aeeorElaAee therewith promulgated under this code, it shall be 1§. lawful for any common carrier or other 

18 person to carry or convey liquor or table wine sold by a vendor from a state an agency liquor store or to 

19 carry or convey beer, when lawfully sold by a brewer, from the premises 'A'hereiA sueh where the beer was 

20 manufactured or from premises where the beer may be lawfully kept and sold to any place to which the 

21 same liquor. table wine, or beer may be lawfully delivered under this code and the rules FAaele therouAEler 

22 promulgated under this code. 

23 (2) Ne 8 common carrier or any other person 5flall may not open, break, or allow to be opened or 

24 broken any package or vessel containing an alcoholic beverage or drink or use or allow to be drunk or used 

25 any alcoholic beverage therefroFA while being carried or conveyed." 

26 

27 Section 28. Section 16-3-307, MCA, is amended to read: 

28 "16-3-307. Sale of liquor at less than posted price unlawful. It shall so~ unlawful for any licensee 

29 under the provisions of this code to resell any liquor purchased by Sttefl the licensee from a--sMte an agency 

30 liquor store or the state of Montana for a sum less than the posted price established by the s-k,te 
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DEPARTMENT and paid by the licensee therefer." 

2 

3 Section 29. Section 16-3-401, MCA, is amended to read: 

HB0574.03 

4 "16-3-401. Short title -- public policy -- purpose. (1) This part may be cited as the "Wine 

5 Distribution Act". 

6 (2) The public policy of the state of Montana is to maintain a system /er the iFl'lpertatien and sale 

7 el taele wine ey the state threu§h state lieiuer faeilities and to provide for, regulate, and control the 

8 acquisition, importation, and distribution of table wine by licensed table wine distributors and the state. 

9 (3) This part governs relationships between suppliers and table wine distributors, and because the 

10 legislature recognizes the public interest and the interests of suppliers and table wine distributors in the fair, 

11 efficient, and competitive distribution of table wine, this part is intended to: 

12 (a) protect the table wine distributor's independence in managing his awn the distributor's 

13 business, including the establishment of selling prices; and 

14 (bl encourage table wine distributors to devote their best efforts to the sale and distribution of the 

15 table wines they sell and distribute." 

16 

1 7 Section 30. Section 16-3-402, MCA, is amended to read: 

18 "16-3-402. Importation of wine -- records. ( 1) With the eicseptien el taele wine purehased bv the 

1 9 departFl'lent and shippeel te its wareheuse, all /\II table wine manufactured outside of Montana and shipped 

20 into Montana SRaH must be consigned to and shipped to a licensed table wine distributor, and ey hiFl'l be 

21 unloaded by the distributor into l=li6 the distributor's warehouse in Montana or subwarehouse in Montana. 

22 The distributor shall distribute saie the table wine from ~ the warehouse or subwarehouse. 

23 (2) The distributor shall keep records at l=li6 the distributor's principal place of business of all table 

24 wineL including the name or kind received, on hand, soldL and distributed. The records may at all times be 

25 inspected by anv Fl'leA'lBer er representati¥e of the department el royenue. 

26 (3) An•( taele Table wine Wffl6fl that has been shipped into Montana and that has not been shipped 

27 to and distributed from a warehouse of a licensed table wine distributor er the elepartFl'tent shall must be 

28 seized by any peace officer or representative of the department and may be confiscated in the manner as 

29 provided for the confiscation of intoxicating liquor." 

30 
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Section 31. Section 16-3-403, MCA, is amended to read: 

2 "16-3-403. To whom table wine distributor may sell. (1) A table wine distributor may sell and 

3 deliver table wine purchased or acquired by ffiffi the distributor to: 

4 la) another table wine distributor, retailer, or common carrier~ that holds a license issued by 

5 the department of revenue; and 

6 lb) tho eopartffleAt an agency liquor store-;-afle 

7 (el a e0fflff1issieA B§eAt ef the departFAOAt. 

8 12) It shall tJe ~ unlawful for any table wine distributor to sell, deliver, or give away any table wine 

9 to be consumed on 5\ffif\ the distributor's premises or to give, sell, deliver, or distribute any table wine 

1 O purchased or acquired by ffiffi the distributor to the public." 

11 

Section 32. Section 16-3-411, MCA, is amended to read: 12 

13 "16-3-411. Domestic winery. A winery located in Montana and registered pursuant to 16-4-107 

14 may: 

15 ( 1) import in bulk, bottle, produce, blend, store, transport, or export wine it produces; 

16 (2) sell wine it produces at wholesale to the departFAeAt or to wine distributors; 

17 13) sell wine it produces at retail at the winery directly to the consumer for consumption on or off 

18 the premises; 

19 (4) provide, without charge, wine it produces for consumption at the winery; 

20 (5) purchase from the department or its licensees brandy or other distilled spirits for fortifying wine 

21 it produces; or 

22 16) obtain a special event permit under 16-4-301." 

23 

24 Section 33. Section 16-4-105, MCA, is amended to read: 

25 "16-4-105. Limit on retail beer licenses -- wine license amendments -- off-premises consumption. 

26 11) Except as otherwise provided by law, a license to sell beer at retail or beer and wine at retail, in 

27 accordance with the provisions of this code and the rules of the department, may be issued to any person, 

28 firm, or corporation Wffl that is approved by the department as a fit and proper person, firm, or corporation 

29 to sell beer, except that: 

30 (a) the number of retail beer licenses that the department may issue for premises situated within 
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incorporated cities and incorporated towns and within a distance of 5 miles from the corporate limits of 

2 sl:!ei'I those cities and towns~ must be determined on the basis of population prescribed in 16-4-502 

3 as follows: 

4 Ii) in incorporated towns of 500 inhabitants or less and within a distance of 5 miles from the 

5 corporate limits of sl:!ei'I the towns, not more than one retail beer license, which may not be used in 

6 conjunction with a retail all-beverages license; 

7 Iii) in incorporated cities or_ incorporated towns of more than 500 inhabitants and not over 2,000 

8 inhabitants and within a distance of 5 miles from the corporate limits of sl:!ei'I the cities or towns, one retail 

9 beer license for eael=I every 500 inhabitants, which may not be used in conjunction with retail all-beverages 

10 licenses; 

11 (iii) in incorporated cities of over 2,000 inhabitants and within a distance of 5 miles from the 

12 corporate limits of sl:!ei'I the cities, four retail beer licenses for the first 2,000 inhabitants, two additional 

13 retail beer licenses for the next 2,000 inhabitants or major fraction thereof, and one additional retail beer 

14 license for ea€fl every additional 2,000 inhabitants, which may not be used in conjunction with retail 

15 all-beverages licenses; 

16 (b) the number of the inhabitants in~ incorporated cities and incorporated towns, exclusive of 

17 the number of inhabitants residing within a distance of 5 miles from the corporate limits tAereaf of the cities 

18 or towns, sAall gavem governs the number of retail beer licenses that may be issued for use within ~ 

19 the cities and towns and within a distance of 5 miles from the corporate limits tAereaf of the cities and 

20 towns. If two or more incorporated municipalities are situated within a distance of 5 miles from each other, 

21 the total number of retail beer licenses that may be issued for use in both of ~ the incorporated 

22 municipalities and within a distance of 5 miles from their respective corporate limits ~ must be 

23 determined on the basis of the combined populations of both of~ the municipalities and may not exceed 

24 tho faregaing limitations in this section. The distance of 5 miles from the corporate limits of any 

25 incorporated city or incorporated town~ must be measured in a straight line from the nearest entrance 

26 of the premises proposed for licensing to the nearest corporate boundary of~ the city or town. 

27 (c) retail beer licenses of issue on March 7, 1947, and retail beer licenses issued under 16-4-1.10, 

28 wfliclt that are in excess of the foregoing limitations SAall ea ore renewable, but tie new licenses may not 

29 be issued in violation of ~ these limitations; 

30 (d) sl:!ei'I these limitations do not prevent the issuance of a nontransferable and nonassignable retail 
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1 beer license to an enlisted fflefH, persons', noncommissioned officers', or officers' club located on a state 

2 or federal military reservation on May 13, 1985, or to a post of a nationally chartered veterans' organization 

3 or a lodge of a recognized national fraternal organization if~ the veterans' or fraternal organization has 

4 been in existence for a period of 5 years or more prior to January 1, 1949; 

5 (el the number of retail beer licenses that the department may issue for use at premises situated 

6 outside of any incorporated city or incorporated town and outside of the area within a distance of 5 miles 

7 from the corporate limits tl'1ereef of the city or town or for use at premises situated within any 

8 unincorporated tewA shall area must be as determined by the department in the enereise ef its ~ 

9 discretion, except that He 2 retail beer license may not be issued for any premises so situated unless the 

1 O department determines that the issuance of ~ the license is required by public convenience and 

11 necessity. 

12 (2) A person holding a license to sell beer for consumption on the premises at retail may apply to 

13 the department for an amendment to the license permitting the holder to sell wine as well as beer. The 

14 division may issue~ an amendment if it finds, on a satisfactory showing by the applicant, that the sale 

1 5 of wine for consumption on the premises would be supplementary to a restaurant or prepared-food 

16 business. A person holding a beer-and-wine license may sell wine for consumption on or off the premises. 

1 7 Nonretention of the beer license, for whatever reason, shall A'leaA means automatic loss of the wine 

18 amendment license. 

1 9 (3) A retail license to sell beer or table wine, or both, in the original packages for off-premises 

20 consumption only may be issued to any person, firm, or corporation Wfl0 that is approved by the 

21 department as a fit and proper person, firm, or corporation to sell beer or table wine, or both, and whose 

22 premises proposed for licensing are operated as a bona fide grocery store or a drugstore licensed as a 

23 pharmacy. The number of~ licenses that the department may issue is not limited by the provisions of 

24 subsection (1) of this sootioA but SffilH must be det-ermined by the department in the e11ereise ef its~ 

25 discretion, and the department may in the m1ereise ef its 6e\:if\e discretion grant or deny any application for 

26 any ~ license or suspend or revoke any ~ license for cause." 

27 

28 SECTION :36. SECTIQ~j 1€l 4 207, MCA, 18 AME~meo TO READ: 

29 "16 1 207. Netioe ef ap11lioatien in•.•estigatien 11ul!lioatien pFBtest. ( 1) WheA aA a1313lieatioA 

30 has lleoA filos with the Ele11artA'leAt for a lieeAse to sell aloohelie be·,erages at retail er to traAsfer a retail 

~na Legislative council 
- 28 - HB 574 



54th Legislature HB0574.03 

lioeRse, tAe departR'leRt sAall review tAe applieatisR for aornpleteRess aRd to deterR'liRe whether the 

2 applieaRt or the premises to be lieeRsed R'leets eriteria provides by law. TAe departFReRt sAall request tAat 

3 tAe departR'leRt of justioe iRvesti§ate tAe applioatioR as proviaed iR 1 e 4 402. If after tAe iR•;esti§atioR tAe 

4 departR'leRt does Rot dissever a basis to deR;' tAe applioatioR, tAe elepartR'leRt sAall proR'lptly publish iR a 

5 Rewspaper ef §Oneral airaulatioR iR tAe aity, tOWR, OF GOURty froR'l WAiOA tho applioatioR GOR'lOS a ROtiee 

6 that the ap13lioant has R'lade appliaation for a retail liaeRse and tAat 13rotests a§aiRst the issuanee of a 

7 liaeRse to the applioaRt by a parson who Aas extenEieEi areEiit to tAe traRsferor er residents ef tAe eeuRty 

8 froR'l WAiGA tAe applieatioR GOR'les or adjoiRiR!l MontaRa eouRties may be mailed to a Rarned administrator 

9 in the departmeRt of rsveRue within 10 days after tho fiRal netiee is puelished. Notiae of appliaation fer a 

10 AO'"'' liaense R'lUSt ee puelished onoe a weel( for 4 ooRseautive weel,s. ~lotiee ef applioatieR for traRsfer of 

11 a lioeRse must be puelished eRee a week for 2 ooRseoutive ,..,,eel,s. ~Jetioe R'lO',' ee substantially in tAe 

12 followiR§ form: 

13 ~IOTIGE OF /\f2f2LIG/ITIO~I FOR RETAIL ALL BEVERAGES LIGE~ISE 

14 ~letioe is §i'leR that OR the .... dO"( ef .... , 19 .. , ORO (RaFRO of applieaRt) files OR applioatieR for a 

15 retail all bevora§es lioeRse witA the MontaRa departR'leRt of reveRue, to ee used at (desaribe looatien ef 

16 13FeFAises wtciere 13overa§eS are to 13e sold). A person WAO has eilteRded orsdit to ttcie traRsferor aRd resideRts 

17 ef ...... oeuRties may prowst a§aiRstttcie issuaRee of tAe liaense. f2rotosts FRay be FRailed to .... , departR'leAt 

18 ef reveRue, 1-lelena, MoRtaRa, eR er 13efore tAe .... Eiay ef .... , 19 ... 

19 Dated . . . . . . . . . . . . . . . .. . Si§Red ................ . 

20 ADMl~HSHlATOR 

21 (2) EaoA applieaRt stciall, at the tiFAe ef filiR!l aR applieatien, pa>y' to the department OR amouRt 

22 suffieieRt to sever tAe easts ef pul3IisAiR§ the Rotiee. 

23 (31 If tAe administrator reeeives ne written protests, the department FRay issue or transfer tAe 

24 lieeRse wittciout AelEliR§ a puelie hearin§. If tAe issuanee or transfer of a lieense is maEie ,,..,ithout heldiREJ a 

25 pul3Iio heariAEJ, the issuaRee or transfer must l:Je eomplotod wittciin 40 days of tho last date of pul:JlioatioR 

26 uRder sul:Jseotion 11). If 'NritteR protests l:Jy a persoR wAo tcias oMended orodit to tAe traRsferor or residoRts 

27 of the eouRty froffi wtciiah tl:ie applieatioR ooFAes or aEijoiniR!l Montana eouRties a§aiRst the issuanae or 

28 transfer of the lioenso are reaeivea, tho departFAent shall Rold a pul:Jlia hearin§. Unless a later a ate 'is set 

29 l:Jy a§reeFAeRt between the applicant ans tAe aepartR'lent, the puelie AeariRg must l:Je hela within 30 days 

30 of the last date of publieatioR unEier subsoetioR \ 1)." 

~na Legislative council 
- 29 - HB 574 



54th Legislature HB0574.03 

Section 34. Section 16-4-401, MCA, is amended to read: 

2 "16-4-401. License as privilege -- criteria for decision on application. ( 1) A license under this code 

3 is a privilege which the state may grant to an applicant and is not a right to which any applicant is entitled. 

4 (2) Except as provided in subsection (6), in the case of a license that permits on-premises 

5 consumption, the department must find in every case in which it makes an order for the issuance of a new 

6 license or for the approval of the transfer of a license that: 

7 (a) in the case of an individual applicant: 

8 (i) the applicant will not possess an ownership interest in more than one establishment licensed 

9 under this chapter for all-beverages sales; 

10 (ii) the applicant does not possess an ownership interest in an agency liquor store as defined in 

11 1 6- 1 -1 06; 

12 Mlliil the applicant or any member of A-is the applicant's immediate family is without financing from 

13 or any affiliation to a manufacturer, importer, bottler, or distributor of alcoholic beverages; 

14 fiiitfu'.l. the applicant is a resident of the state and is qualified to vote in a state election; 

1 5 MM the applicant's past record and present status as a purveyor of alcoholic beverages and as 

16 a susiAessman business person and citizen demonstrate that l,e the applicant is likely to operate A-is the 

1 7 establishment in compliance with all applicable laws of the state and local governments; and 

18 {-11-H.lill the applicant is not under the age of 19 years; and 

19 (b) in the case of a corporate applicant: 

20 (i) the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

21 (2)(al!iii) (2)1a)(iv); 

22 (ii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

23 applicant listed in subsection (2)(a) ef H1is seotien; 

24 (iii) the corporation is authorized to do business in Montana; and 

25 (iv) in the case of a corporation not listed on a national stock exchange, each owner of stock meets 

26 the requirements of subsection (2)(a)(i) and (2)1a)(ii); and 

27 (c) in the case of any other business entity as applicant: 

28 (i) if the applicant consists of more than one individual, all must meet the requirements of 

29 subsection (2)(a); and 

30 (ii) if the applicant consists of more than one corporation, all must meet the requirements of 
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subsection (2) (bl. 

2 (3) In the case of a license that permits only off-premises consumption, the department must find 

3 in every case in which it makes an order for the issuance of a new license or for the approval of the transfer 

4 of a license that: 

5 (a) in the case of an individual applicant: 

6 (i) the applicant will not possess an ownership interest in more than one establishment licensed 

7 under this chapter for all-beverages sales; 

8 (ii) the applicant does not possess an ownership interest in an agency liquor store as defined in 

9 16-1-106· 

1 O Miilil. the applicant or any member of fltS the applicant's immediate family is without financing from 

11 or any affiliation to a manufacturer, importer, bottler, or distributor of alcoholic beverages; 

12 fi+il-lli!.l. the applicant has not been convicted of a felony or, if the applicant has been convicted of 

13 a felony, fltS the applicant's rights have been restored; 

14 MM the applicant's past record and present status as a purveyor of alcoholic beverages and as 

15 a 13e1siRessA1aR business person and citizen demonstrate that fie the applicant is likely to operate fltS the 

16 establishment in compliance with all applicable laws of the state and local governments; and 

17 Mtill the applicant is not under the age of 19 years; and 

18 (b) in the case of a corporate applicant: 

19 (i) the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

20 (3)(alliii) {3)/a)(iv); 

21 (ii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

22 listed in subsection ( 3)(a) of this section; and 

23 (iii) the corporation is authorized to do business in Montana; and 

24 (c) in the case of any other business entity as applicant: 

25 (i) if the applicant consists of more than one individual, all must meet the requirements of 

26 subsection (3I(a); and 

27 (ii) if the applicant consists of more than one corporation, all must meet the requirements of 

28 subsection (3)(b). 

29 (4) In the case of a license that permits the manufacture, importing, or wholesaling of an alcoholic 

30 beverage, the department must find in every case in which it makes an order for the issuance of a new 
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license or for the approval of the transfer of a license that: 

2 (a) in the case of an individual applicant: 

3 (i) the applicant has no ownership interest in any establishment licensed under this chapter for retail 

4 alcoholic beverages sales; 

5 Iii) the applicant does not possess an ownership interest in an agency liquor store as defined in 

6 16-1-106; 

7 WJ.ilil the applicant has not been convicted of a felony or, if the applicant has been convicted of 

8 a felony, ms rights have been restored; 

9 tti+tlli!l the applicant's past record and present status as a purveyor of alcoholic beverages and as 

1 O a 131c1s iRessFRaR business person and citizen demonstrate that fie-is the applicant likely to operate ms the 

11 establishment in compliance with all applicable laws of the state and local governments; 

12 f+Y-l.M the applicant is not under the age of 19 years; and 

13 M1Yll. an applicant for a wholesale license is neither a manufacturer of an alcoholic beverage nor 

14 is owned or controlled by a manufacturer of an alcoholic beverage; and 

15 (b) in the case of a corporate applicant: 

16 (i) the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

17 (q)(al(ii) I4)(a)liii); 

18 (ii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

19 listed in subsection (4)(a) of this section; 

20 (iii) an applicant for a wholesale license is neither a manufacturer of an alcoholic beverage nor is 

21 owned or controlled by a manufacturer of an alcoholic beverage; and 

22 (iv) the corporation is authorized to do business in Montana; and 

23 (c) in the case of any other business entity as applicant: 

24 (i) if the applicant consists of more than one individual, all must meet the requirements of 

25 subsection (4)(a); and 

26 (ii) if the applicant consists of more than one corporation, all must meet the requirements of 

27 subsection (4)(b). 

28 (5) In the case of a corporate applicant, the requirements of subsections (2)(b), (3)1b), and (4)(b) 

29 apply separately to each class of stock. 

30 (6) The provisions of subsection (2) do not apply to an applicant for or holder of a license pursuant 

~na Leo/stative council 
- 32 - HB 574 



54th Legislature HB0574.03 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

to 16-4-302." 

SECTION 38. SEGTlmJ 1€l 4 40s, MCA. IS AME~mEO TO READ: 

"11! 1 10e. DeRial ef lieeRse timeliRess. ( 1 l The deJ:)artfFlent may deny the isstiance of a retail 

alcoholic so¥erages license if it determines that the J:lremises J:)roJ:)osed fer licensin§ are off rogtilar J:)olice 

seats and cannot ee J:)FOJ:lerly policed ey local atithorities. 

(21 A retail lieense ffiay not ee issued b·,- the department for a pre,=nises situated '#ithin a zone of 

a sit•; or to,.,·n .,,..here the sale ef aleoholis ee•rera§es is J:)rohieited ey ordinanee. a certified copy of whieh 

has seen filed with the department. 

(al A lieense tinder this eede may not so isstied if the de13artment finds froffi the e•,·idenee at the 

hoarin§ held 13tirst1ant to 16 1 207(al that: 

(al the ·•••elfare of the peo13le residing in the ,•icinit·r of the 13ro,=nises for which the lieense is desired 

will ee adversely and seriotisl·,r affected; 

(el there is net a puelic oen¥enience and necessity jtistification; 

(cl the a13plieant er the 13refflisos 13ro13osed for licensing fail te ffleet the eli§iBility or stiitabilitJ' 

oriteria estaelished ey this cede; or 

(dl the pur13osos ef this cede will not 13e carried out 13•r the issuanee of the license. 

( 4 I The hearin§s 011aminer shall isstie a aropesed decision to §Fant or deny a license within 60 days 

after holdinEj a 131,113Iic hemina tinder 16 4 207. V\'ithin 4 s days of the eJ1piratien of the time aeried for 

written eiweptions or, if there are oral aratiments, within Hi days after oral arljt1FF1ents are held Before the 

deaartfflent, the departfflent shall either §Fant or deny a license apalication." 

Section 35. Section 16-6-107. MCA, is amended to read: 

"16-6-107. Disposal of forfeited alcoholic beverages -- report. 11) If a court or hearing examiner 

orders the forfeiture of alcoholic beverages under this code or if a claimant to an alcoholic beverage under 

16-6-105 or 16-6-106 fails to establish the claimant's right to the alcoholic beverage, the alcoholic 

beverage in question and the packages in which the alcoholic beverage is kept must be delivered to the 

department. The department shall determine the market value of each forfeited alcoholic beverage found 

to be suitable for sale in the state agency liquor stores and shall pay the amount determined to the state 

treasurer after deducting any expenses incurred by the department for transporting the forfeited alcoholic 
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1 beverage to the state liquor warehouse. The alcoholic beverage suitable for sale in ~ an agency liquor 

2 store must be taken into stock by the department and sold under the provisions of this code. All alcoholic 

3 beverages found to be unsuitable for sale in ~ agency liquor stores must be destroyed by the 

4 department. 

5 (2) If an alcoholic beverage is seized by a peace officer, the officer shall report to the department 

6 in writing the particulars of the seizure." 

7 

8 Section 36. Section 16-6-303, MCA, is amended to read: 

9 "16-6-303. Sale of liquor not purchased from state agency liquor store forbidden -- penalty. It is 

10 unlawful for any licensee to sell or keep for sale or have on l:l+& the licensee's premises for any purpose 

11 whatever any liquor except that purchased from the state an agency liquor store, and any licensee found 

12 in possession of or selling 2nd keeping for sale any liquor Wffiefl that was not purchased from a state an 

13 agency liquor store shall, upon conviction, be punished by a fine of not less tha_n $500 or more than 

14 $1,500, by imprisonment for not less than 3 months or more than 1 year, or by both ~ fine and 

15 imprisonment. If the department is satisfied that aAy sueh the liquor was knowingly sold or kept for sale 

16 within the licensed premises by the licensee or by l:l+& the licensee's agents, servants, or employees, the 

17 department shall immediately revoke the license." 

18 

19 Section 37. Section 17-8-244, MCA, is amended to read: 

20 "17-8-244. Exemptions. ill Section 17-8-242 does not apply to the following: 

21 f+Hfil interagency' or intergovernmental transactions; 

22 Q+J!tl claims subject to a good faith dispute; 

23 ~.{fl. delinquencies due to natural disasters, disruptions in postal or delivery service, work 

24 stoppage due to labor disputes, power failures, or any other cause resulting from circumstances clearly 

2 5 beyond the control of the payer agency; 

26 f4tJ.Ql contracts entered into before October 1, 1983; 

27 f&tl!tl wages due and payable to state employees or payments from any state retirement system 

28 created pursuant to Title 19; or 

29 fel.ill claims submitted to the state or to its fiscal intermediary by providers of supplies or services 

30 under the Montana medicaid or workers' compensation program if reasonable cause for nonpayment exists. 
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(21 In the case of liquor withdrawn from bailment in the state liquor warehouse by the department 

2 of revenue for the purpose of resale through agency liquor stores, payment is timely if paid within 60 days 

3 after the product is withdrawn." 

4 

5 Section 38. Section 30-9-104, MCA, is amended to read: 

6 "30-9-104. Transactions excluded from chapter. This chapter does not apply: 

7 ( 1 l to a security interest subject to any statute of the United States such as the Ship Mortgage Act, 

8 1920, to the extent that 5tl€ft the statute governs the rights of parties to and third parties affected by 

9 transactions in particular types of property; 

10 (2) to a landlord's lien; 

11 (3) to a lien given by statute or other rule of law for services or materials except as provided in 

12 30-9-31 O on priority of such liens; 

1 3 (4) to a transfer of a claim for wages, salary, or other compensation of an employee; 

14 (5) to a transfer by a government or governmental subdivision or agency; 

15 (6) to a sale of accounts or chattel paper as part of a sale of the business out of which they arose, 

16 or an assignment of accounts or chattel paper which is for the purpose of collection only, or a transfer of 

17 a right to payment under a contract to an assignee who is also to do the performance under the contract, 

18 or a transfer of a single account to an assignee in whole or partial satisfaction of a preexisting 

19 indebtedness; 

20 ( 7) to a transfer of an interest or claim in or under any policy of insurance, except as provided with 

21 respect to proceeds (30-9-306) and priorities in proceeds (30-9-312); 

22 (8) to a right represented by a judgment (other than a judgment taken on a right to payment which 

23 was collateral); 

24 (9) to any right of setoff; 

25 (10) except to the extent that provision is made for fixtures in 30-9-313, to the creation or transfer 

26 of an interest in or lien on real estate, including a lease or rents tAeFe1c1AdeF under the lease; 

27 ( 11) to a transfer in whole or in part of any claim arising out of tort; 0f 

28 ( 12) to a transfer of an interest in any deposit account (30-9-105( 1 )), except as provided with 

29 respect to proceeds (30-9-306) and priorities in proceeds (30-9-312); or 

30 ( 13) to liquor in an agency liquor store as defined in 16-1-106." 
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1 

2 

NEW SECTION. Section 39. Repealer. Sections 16-2-302 and 16-2-303, MCA, are repealed. 

3 NEW SECTION. Section 40. Codification instruction. [Sections 9 aAel 10 7 AND 8) are intended 

4 to be codified as an integral part of Title 16, chapter 2, part 1, and the provisions of Title 16, chapter 2, 

5 part 1, apply to [sections 9 aAel 10 7 AND 8). 

6 

7 NEW SECTION. Section 41. Effective date. (1) Except as provided in (2), [this act) is effective 

8 on passage and approval. 

9 (2) [Section .;!4- -2-6 241 is effective July 1, 1995. 

10 

11 

12 

NEW SECTION. SECTION 42. TERMINATION. !SECTION 37) TERMINATES JUNE 30. 1997. 

-END-
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SENATE STANDING COMMITTEE REPORT 

MR. PRESIDENT: 

Page 1 of 4 
March 22, 1995 

We, your committee on Business and Industry having had under 
consideration HB 574 (third reading copy -- blue), respectfully 
report that HB 574 be amended as follows and as so amended be 
concurred in. 

That such amendments read: 

1. Title, line 10. 
Following: ''STORES,'' 
Insert: "PROVIDING TH.1'1.T ELIGIBLE STATE LIQUOR STORE EMPLOYEES 

HAVE A RIGHT OF FIRST REFUSAL IN BECOMING AGENTS FOR THE 
CONVERTED STORES;" 

2. Page 2, lines 3 and 7. 
Strike: "f." 
Insert: 11 8 11 

3. Page 2, line 25. 
Insert: "NEW SECTION. Section 3. Purchase of initial inventory 

and trade fixtures from former state liquor store. (1) 
After the selection of an agent pursuant to [section 6) who 
was an eligible state employee or a business entity 
consisting of eligible state employees to operate an agency 
liquor store that is operating as a state liquor store, the 
person or entity selected as agent and the department of 
revenue shall agree upon a date of conversion from a state 
liquor store to an agency liquor store. The date must be 
between July 1, 1995, and December 1, 1995. As of the day 
before the conversion date, the department shall calculate a 
closing statement showing the dollar amount of inventory on 
hand and the dollar amount of any trade fixtures that the 
agent chooses to purchase. As soon as practical thereafter, 
the department shall send to the agency liquor store a 
statement for the total price of the inventory and trade 
fixtures, payable in 16 even monthly payments. The price of 
liquor must be calculated in the same manner as the price 
for liquor purchased by an agency liquor store under the 
provisions of 16-2-101. Trade fixtures must be valued by the 
department as the amount, if any, in excess of the fixtures' 
depreciated value. The first payment is due 60 days from the 
date on which the department mails the statement, and each 
subsequent payment is due on the last day of the month for 

(Jt!~:chc::::h ther:l'~.:§r= after payments~~~~ 
S~' Sec. of Senate Sen or Carrying Bill 661539SC.SPV 
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first payment, an agent may pay in full the amount due or 
may increase the amount of each monthly payment. The 
payment of increased payments does not waive the making of a 
monthly payment until the initial purchase price is fully 
paid. 
(2) Any shortages due the state as of the date of conversion 

must be paid by the store manager if the store manager becomes 
the liquor store agent or is a partner or shareholder in a 
business selected as the liquor store agent. The manager shall 
make payment within 30 days of notice of the amount due." 
Renumber: subsequent sections 
4. Page 3, line 19. 
Strike: ''[SECTION 2] 11 

Insert: "either [section 2) or [section 3) 11 

5. Page 3, line 26. 
Following: "aw" 
Insert: "preference rights and'' 

6. Page 3, line 28. 
Strike: 11 .§. 11 

Insert: 11 8 11 

7. Page 4, lines 1, 9, and 27. 
Strike: ".§." 
Insert: 11 8 11 

8. Page 4. 
Following: line 25 
Insert: "(2) (a) Notwithstanding any other provision of law, an 
employee of a state liquor store who meets the requirements of an 
eligible state employee must be given the right of first refusal 
for selection of the agent chosen to operate an agency liquor 
store. 

(bl The department's selection criteria in order of 
priority for selecting an agent for employee-operated state 
liquor stores to be converted to agency liquor stores are as 
follows: 

(i) The applicant must be either an eligible state employee 
who is an employee of the store, a partnership with a majority of 
the partners qualifying as eligible state employees and a 
majority of the partners working as employees of the state liquor 
store, or a corporation with at least one shareholder who is an 
eligible state employee and is an employee of the store. 

(ii) If no applicant meets the requirements of subsection 
(2) (b) (i), the applicant must be either an eligible state 
employee and an employee of another state liquor store in the 
same city or town, a partnership with a majority of the partners 
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Page 3 of 4 
March 22, 1995 

qualifying as eligible state employees and employees of another 
state liquor store in the same city or town, or a corporation 
with at least one shareholder who is an ellgible state employee 
and is an employee of another state liquor store in the same city 
or town. 

(iii) If no applicant meets the requirements of subsection 
(2) (b) (i) or (2) (b) (ii), the state agent must be selected by the 
methods required by the department of administration.'' 
Renumber: subsequent subsection 
9. Page 4, line 30. 
Insert: "NEW SECTION. Section 6. Conversion of existing state­

operated liquor stores. (1) (a) Within 45 days of [the 
effective date of this section), any person or entity, an 
eligible state employee, or a business entity consisting of 
eligible state employees, as referred to in [section 
5(2) (b) (i)), may file an application or applications to 
operate as an agency liquor store the liquor store in which 
the eligible state employee or the employees of the business 
entity consisting of eligible state employees are employed 
or to operate as an agency liquor store another liquor store 
in the same community in which the eligible state employee 
or employees of the business entity consisting of eligible 
state employees are employed. 
(b) The application must set forth the nature of the entity 

applying for thti agency franchise agreement and the employee's or 
employees' preference rights, if any, along with any other 
information that the department of revenue requires. 

(2) (a) If the employee or a business entity consisting of 
eligible state employees is the sole applicant, the department 
shall enter into an agency franchise agreement with either the 
employee or the business entity to operate the agency liquor 
store. 

(b) If more than one person or entity or more than one 
eligible state employee or business entity consisting of eligible 
state employees applies to be the agent for the liquor store, the 
department shall use the appropriate competitive bidding 
procedures to select the agent. However, if eligible state 
employees or a business entity consisting of eligible state 
employees matches the bid of any other person or entity, the 
franchise must be awarded to the eligible state employees or 
business entity consisting of eligible state employees. 

(3) For purposes of this section, an eligible state employee 
is considered to be an employee of the state liquor store in 
which the eligible employee worked a majority of the hours 
between July 1, 1994, and January 6, 1995. 

(4) Until converted to an agency liquor store, a state 
liquor store shall operate under the laws governing the operation 
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of state liquor stores as those laws read on January 1, 1995." 
Renumber: subsequent sections 

10. Page 6, line 4. 
Strike: "2" 
Insert: "9" 

11. Page 6, lines 8 and 9. 
Strike: ".§." 
Insert: "8 11 

12. Page 6, lines 19 and 21. 
Strike: "ACT" 
Insert: ''section" 

13. Page 36, lines 3 and 5. 
Strik~: ''7 and 8 11 

Insert: "9 and 10" 

14. Page 36, line 11. 
Strike: 11 24 11 

Insert: "26" 

15. Page 36, line 11. 
Strike: "37" 
Insert: "39" 

-END-
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HOUSE BILL NO. 574 

2 INTRODUCED BY REHBEIN, MILLER, GRINDE, ELLIS, MASOLO, HOLLAND, FELAND, FISHER, CURTISS, 

3 HARP, HARGROVE, BOHARSKI, KASTEN, KNOX, JORE, ORR, BARNETT, TASH, GAGE, BECK, 

4 HERRON, TAYLOR, VICK, HAYNE, M. HANSON, SLITER, OHS, MERCER, GROSFIELD, FORBES, 

5 SIMPKINS, COLE, CLARK, DEVANEY, ZOOK, STOVALL 

6 

7 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING LIQUOR LAWS; PROVIDING FOR THE 

8 CONVERSION OF EMPLOYEE-OPERATED STATE LIQUOR STORES TO AGENCY LIQUOR STORES; 

9 PROVIDl~IG THAT ELIGIBLE STATE LIQUOR STORE EMPLOYEES HAVE A RIGHT OF FIRST REFUS/\L IN 

10 BECOMING AGHITS FOR THE CONVERTED STORES; PROVIDING THAT ELIGIBLE STATE LIQUOR STORE 

11 EMPLOYEES HAVE A RIGHT OF FIRST REFUSAL IN BECOMING AGENTS FOR THE CONVERTED STORES; 

12 PROVIDING FOR THE PURCHASE OF LIQUOR ASSETS IN STORES BY THE AGENTS OPERATING THE 

13 STORES OVER AN 18-MONTH PERIOD; PROHIBITING NEW AGENCY LIQUOR STORES FOR 4 YEARS IN 

14 CITIES OR TOWNS THAT HAD AN AGENCY LIQUOR STORE IN 1994; PROVIDING FOR A STATE LIEN ON 

15 LIQUOR IN AGENCY LIQUOR STORES; PROHIBITING A PERSON FROM HAVING AN OWNERSHIP 

16 INTEREST IN MORE THAN ONE AGENCY LIQUOR STORE; PROHIBITING AN OWNERSHIP INTEREST IN AN 

17 AGENCY LIQUOR STORE BY A PERSON HAVING ANOTHER TYPE OF LIQUOR LICENSE; PROVIDING FOR 

18 A BONUS PAYMENT FOR CERTAIN STATE LIQUOR DIVISION EMPLOYEES WHO REMAIN IN 

19 EMPLOYMENT DURING THE CONVERSION PROCESS; AMENDING LAWS RELATING TO TABLE WINE TO 

20 CLARIFY THE DISTRIBUTION AND SALE OF TABLE WINE IN RELATION TO AGENCY LIQUOR STORES; 

21 PROVIDING FOR THE CONTRACTUAL AND OTHER ADMINISTRATION OF AGENCY LIQUOR STORES; 

22 INCREASING THE CASE DISCOUNT ON THE SALE OF LIQUOR TO 8 PERCENT AND LIMITING THE 

23 DISCOUNT TO ALCOHOLIC BEVERAGE LICENSEES; PROVIDING THAT AGENCY STORES MAY BE OPEN 

24 ON MONDAYS IF A MAJORITY OF THE ALL-BEVERAGES LICENSEES IN THE AGENCY'S MARKET AREA 

25 AGREE; PROVIDl~IG TIME LIMITS RELATING TO GR/\~ITl~IG OR DE~lYl~lG A LICENSE; AMENDING 

26 SECTIONS 2-17-101, 16-1-103, 16-1-105, 16-1-106, 16-1-301, 16-1-302, 16-1-303, 16-1-304, 16-1-402, 

27 16-2-101, 16-2-104, 16-2-105, 16-2-106, 16-2-107, 16-2-108, 16-2-201, 16-2-301, 16-3-103, 16-3-106, 

28 16-3-307, 16-3-401, 16-3-402, 16-3-403, 16-3-411, 16-4-105, 1e 4 201, 16-4-401, 16 4 40e. 16-6-107, 

29 16-6-303, 17-8-244, AND 30-9-104, MCA; REPEALING SECTIONS 16-2-302 AND 16-2-303, MCA; AND 

30 PROVIDING EFFECTIVE DATES AND A TERMINATION DATE." 
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54th Legislature 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

2 

HB0574.04 

3 NEW SECTION. Section 1. Eligible state employee. As used in [sections 1 through 8 ~ ft], 

4 "eligible state employee" means a state employee who worked 544 hours either in an employee-operated 

5 state liquor store as a liquor store manager, assistant manager, or clerk or in the central office of the liquor 

6 division between July 1, 1994, and January 6, 1995, who is in a position subject to termination by 

7 (sections 1 through 8 ~ ft]. For purposes of this section, the term "worked" includes all hours reported to 

8 the central payroll system, such as but not limited to hours worked, sick leave, annual leave, and leave 

9 without pay. 

10 

11 NEW SECTION. Section 2. Purchase of initial inventory by existing state agent. (1) As of June 

12 30, 1995, the department of revenue shall calculate a closing statement showing the dollar amount of 

13 inventory on hand for each agency liquor store in operation on that date. As soon as practical thereafter, 

14 the department shall send to each agency liquor store a statement for the total price of the inventory, 

1 5 payable in 16 even monthly payments. The price must be calculated in the same manner as the price for 

16 liquor purchased by an agency liquor store under the provisions of 16-2-101. The first payment is due 60 

1 7 days from the date on which the department mails the statement, and each subseque'nt payment is due on 

18 the last day of the month for each month thereafter. At any time after payment of the first payment, an 

19 agent who is purchasing the initial inventory may pay in full the amount due or may increase the amount 

20 of each monthly payment. The payment of increased payments does not waive the making of a monthly 

21 payment until the initial purchase price is fully paid. 

22 (2) Any shortages due the state as of June 30, 1995, must be offset from the final commission 

23 payment. If the shortage exceeds the calculated commission payment, the agent shall make payment 

24 within 30 days of notice of the amount due. 

25 

26 

27 

28 

29 

30 

NEW SECTION. SECTION 3. PURCHASE OF INITIAL INVENTORY AND TRADE FIXTURES FROM 

FORMER STATE LIQUOR STORE. (1) AFTER THE SELECTION OF AN AGENT PURSUANT TO (SECTION 

61 WHO WAS AN ELIGIBLE STATE EMPLOYEE OR A BUSINESS ENTITY CONSISTING OF ELIGIBLE STATE 

EMPLOYEES TO OPERATE AN AGENCY LIQUOR STORE THAT IS OPERATING AS A STATE LIQUOR 

STORE, THE PERSON OR ENTITY SELECTED AS AGENT AND THE DEPARTMENT OF REVENUE SHALL 

~na Ler,lstatlve Council 
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1 AGREE UPON A DATE OF CONVERSION FROM A STATE LIQUOR STORE TO AN AGENCY LIQUOR STORE. 

2 THE DA TE MUST BE BETWEEN JULY 1, 1995, AND DECEMBER 1, 1995. AS OF THE DAY BEFORE THE 

3 CONVERSION DATE, THE DEPARTMENT SHALL CALCULATE A CLOSING STATEMENT SHOWING THE 

4 DOLLAR AMOUNT OF INVENTORY ON HAND AND THE DOLLAR AMOUNT OF ANY TRADE FIXTURES 

5 THAT THE AGENT CHOOSES TO PURCHASE. AS SOON AS PRACTICAL THEREAFTER, THE 

6 DEPARTMENT SHALL SEND TO THE AGENCY LIQUOR STORE A STATEMENT FOR THE TOTAL PRICE OF 

7 THE INVENTORY AND TRADE FIXTURES, PAYABLE IN 16 EVEN MONTHLY PAYMENTS. THE PRICE OF 

8 LIQUOR MUST BE CALCULATED IN THE SAME MANNER AS THE PRICE FOR LIQUOR PURCHASED BY AN 

9 AGENCY LIQUOR STORE UNDER THE PROVISIONS OF 16-2-101. TRADE FIXTURES MUST BE VALUED 

10 BY THE DEPARTMENT AS THE AMOUNT, IF ANY, IN EXCESS OF THE FIXTURES' DEPRECIATED VALUE. 

11 THE FIRST PAYMENT IS DUE 60 DAYS FROM THE DATE ON WHICH THE DEPARTMENT MAILS THE 

12 STATEMENT, AND EACH SUBSEQUENT PAYMENT IS DUE ON THE LAST DAY OF THE MONTH FOR EACH 

13 MONTH THEREAFTER. AT ANY TIME AFTER PAYMENT OF THE FIRST PAYMENT, AN AGENT MAY PAY 

14 IN FULL THE AMOUNT DUE OR MAY INCREASE THE AMOUNT OF EACH MONTHLY PAYMENT. THE 

15 PAYMENT OF INCREASED PAYMENTS DOES NOT WAIVE THE MAKING OF A MONTHLY PAYMENT UNTIL 

16 THE INITIAL PURCHASE PRICE IS FULLY PAID. 

17 (2) ANY SHORTAGES DUE THE STATE AS OF THE DATE OF CONVERSION MUST BE PAID BY THE 

18 STORE MANAGER IF THE STORE MANAGER BECOMES THE LIQUOR STORE AGENT OR IS A PARTNER 

19 OR SHAREHOLDER IN A BUSINESS SELECTED AS THE LIQUOR STORE AGENT. THE MANAGER SHALL 

20 MAKE PAYMENT WITHIN 30 DAYS OF NOTICE OF THE AMOUNT DUE. 

21 

22 NEW SECTIO~L Seotien a. PuFahase ef initial in'>'enterf anEI tFaEle fi11tuFes ham faFmer state liqueF 

23 stare. j 11 After tl=le seleotien ef an agent pursuant te lseotien el wl=le ·,vas an eligil3Ie state eFRpleyee eF 

24 a 13usiness entity eensisting ef eligil3Ie state eFRplevees te epeFate an ageney liquor store tl=lat is operating 

25 as a state liqtJer steFB, d,ie person or entity seleoteEl as agent anEl tl=!o Elepartrnent of reventJe sl=lall agree 

26 upon a Elate ef een~•ersien freFR a stata liquor store ta an agene•t liqtJor store. The Elate rntJst so tietween 

27 dtJly 1, 188e, anei E>e00n1tier 1, 18Qe. As of the eiay 13efere the een·,ersien Elate, the eiepartFRent shall 

28 ealeulate a elosing stateFRent sl=lewin!! the eiellar aFRetJnt of inventory en hanei anei the eiallar an101:Jnt ef any 

29 traea fil<tures that the agent ohaeses te p1:Jrol=lase. As seen as praetisal thereafter, tho eie13artFRent shall 

30 senei ta the agenoy liquor store a sMtoFRent fer the total prise of the in·,entary anei traeie filtt1:Jres, payal3Ie 
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in 1 e e•,·en FAenthl•f pa'fFA.ents. The priee et liei1cJ0r m1cJst Be eale1cJlated in tho same manner as tRe priee for 

2 liei1:10r p1:1reAased by an agene-,· liei1:1or store 1:1nder tAe pro•,isiens of 16 2 101. Trade folt1:1res FA1:1st be val1cJed 

3 By tAe department as tAo am01:1nt, it anv, in oueess et tAe fint1:1res' depreeiated 1,alt10. The first payn,ent 

4 is dtie eO days from the date on whieh tAe department mails the statement, and eaeh st1bseei1cJent pavment 

5 is dtio on tho last Ela•; et tAe month for eaeh month thereafter. /\t an•; time after pa•;ment of the first 

6 payfflent, an agent ma•; pay in 11:111 the amotint d1:10 er may inoreaso the amo1:1nt ef eaeh monthly payment. 

7 The payment of inereased payments does net waive tho making of a menthl 1( payment 1:1ntil the initial 

8 p1:1rehase priee is f1:1lly paid. 

9 (2) An-,· shortages el1:1e the state as of the date et eon~·ersion m1:1st be paid by tho store manager 

1 O if tho stare manager beeomes the liei1cJor store agent or is a partner or shareholder in a eusiness seleeted 

11 as the liei1:1or store agent. The manager shall mal(e payment Y,1ithin ao ela-,·s of netiee of the amount d1:10. 

12 

13 NEW SECTION. Section 4. Sales of returned liquor. Any inventory owned by the state that is 

14 located in either an agency liquor store or an employee-operated state liquor store prior to the operation 

15 of either [seotion 2] er [seetion 3] [SECTION 21 EITHER [SECTION 2] OR [SECTION 31, which in the opinion 

16 of the department of revenue is not economically feasible to be sold in agency liquor stores, may be 

17 returned to the state liquor warehouse. The department may, between July 1, 1995, and June 30, 1996, 

1 8 dispose of this inventory in any commercially reasonable manner, including but not limited to retail sales 

19 from the state liquor warehouse to retail licensees. After the department has exhausted all attempts to 

20 commercially dispose of the inventory, the department may dispose of it in any manner meeting its sound 

21 discretion. 

22 

23 NEW SECTION. Section 5. Liquor store employees preferenee rights and PREFERENCE RIGHTS 

24 AND bonus payment. ( 1) Any liquor store employee or liquor division central office employee who meets 

25 the requirements of an eligible state employee who is terminated as a result of the operation of [sections 

26 1 through 8 ~ §J is eligible for a work incentive bonus if the employee continues in employment through 

27 December 31, 1995. This bonus is in adc!ition to any reduction in force benefits or other benefits that the 

28 employee may be entitled to as a result of termination under the provisions of [sections 1 through g ~ §_]. 

29 (a) The amount of the bonus must be computed by multiplying the eligible state employee's hourly 

30 wage by 26.8%. The resulting product must be multiplied by 2,080 and that resulting product must be 
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multiplied by the quotient of the number of hours worked, not to exceed 1,088 hours, as an eligible state 

2 employee between July 1, 1994, and January 6, 1995, divided by 1,088, which result is equal to the 

3 employee's bonus. 

4 (b) An employee is entitled to the full amount of the bonus if the employee's employment is 

5 terminated by the department of revenue before December 31, 1995, because of the operation of [sections 

6 1 through 8 ~ §]. 

7 (2)(a) Netwithstanding any other provision of law, an employee ef a state liE1uor store whe meets 

8 the roE11:1irements ef an eligible state omple;·eo m1:1st be giYen the first right of ref1:1sal fer seloetien ef tl:lo 

9 agent ehosen to operate an agenoy liEluer stare. 

10 (bl The department's seleotion eriteria in ardor of prierity for selecting an agent for 

11 ompleyec operated state liq1:1or stores to be eon\·ened te agency liquer stores are as follm•.-s: 

12 (il Tl:lc applieant ml,lst be either an eligible state empleyeo wl:lo is an employee of the stare, a 

13 partnersl:lip witR a majerity et tRo partners qw3lifying as eligiele state empleyees and a majerity of tho 

14 partners y,•erk.ing as empleyees et tl:le state liquer stare, or a eorporation witti at least one stiarnholdeF--W-A& 

15 is an eli§it:Jlc state empleyee and is an eFAple•,·ec ef tRe stare. 

16 Iii) If ne applicant meets the reql,lirements ef Sl,lBseetion (2)(b)lil. ttie applicant must Im either an 

17 eli§ible state empleyee and an empleyee ef anether state liEll,lBr stare in tRe same eity er tewn, a partnership 

18 witR a majerity el the partners E1Ualifyin§ as eli§ible state emple·,.ees and emple;•ees ef anether state liE1uor 

19 store in the same eit;· or to·,.,.n, er a eerperation witR at least enc shareheldcr who is an eli§iblc state 

20 employee and is an employee ef anether state lieiuor stare in the same city or town. 

21 (iii) If no a13J3lieant FAeots tho FOl;luiroments of Sl,leseetion I2)Is)(i) or (2)(s)(ii), tho state agent FAust 

22 bo soleeted ey the methods reql,lirea ey the aepartment of adFAinistration. 

23 (2)(A) NOTWITHSTANDING ANY OTHER PROVISION OF LAW, AN EMPLOYEE OF A STATE 

24 LIQUOR STORE WHO MEETS THE REQUIREMENTS OF AN ELIGIBLE STATE EMPLOYEE MUST BE GIVEN 

25 THE RIGHT OF FIRST REFUSAL FOR SELECTION OF THE AGENT CHOSEN TO OPERATE AN AGENCY 

26 LIQUOR STORE. 

27 (B) THE DEPARTMENT'S SELECTION CRITERIA IN ORDER OF PRIORITY FOR SELECTING AN 

28 AGENT FOR EMPLOYEE-OPERATED STATE LIQUOR STORES TO BE CONVERTED TO AGENCY LIQUOR 

29 STORES ARE AS FOLLOWS: 

30 11) THE APPLICANT MUST BE EITHER AN ELIGIBLE STATE EMPLOYEE WHO IS AN EMPLOYEE OF 
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1 THE STORE, A PARTNERSHIP WITH A MAJORITY OF THE PARTNERS QUALIFYING AS ELIGIBLE STATE 

2 EMPLOYEES AND A MAJORITY OF THE PARTNERS WORKING AS EMPLOYEES OF THE STATE LIQUOR 

3 STORE, OR A CORPORATION WITH AT LEAST ONE SHAREHOLDER WHO IS AN ELIGIBLE STATE 

4 EMPLOYEE AND IS AN EMPLOYEE OF THE STORE. 

5 (II) IF NO APPLICANT MEETS THE REQUIREMENTS OF SUBSECTION (2!(8)(1), THE APPLICANT 

6 MUST BE EITHER AN ELIGIBLE STATE EMPLOYEE AND AN EMPLOYEE OF ANOTHER STATE LIQUOR 

7 STORE IN THE SAME CITY OR TOWN, A PARTNERSHIP WITH A MAJORITY OF THE PARTNERS 

8 QUALIFYING AS ELIGIBLE STATE EMPLOYEES AND EMPLOYEES OF ANOTHER STATE LIQUOR STORE 

9 IN THE SAME CITY OR TOWN, OR A CORPORATION WITH AT LEAST ONE SHAREHOLDER WHO IS AN 

10 ELIGIBLE STATE EMPLOYEE AND IS AN EMPLOYEE OF ANOTHER STATE LIQUOR STORE IN THE SAME 

11 CITY OR TOWN. 

12 (Ill) IF NO APPLICANT MEETS THE REQUIREMENTS OF SUBSECTION (21(8)(1) OR (2)(8)(11), THE 

13 STATE AGENT MUST BE SELECTED BY THE METHODS REQUIRED BY THE DEPARTMENT OF 

14 ADMINISTRATION. 

1 5 ~ All state liquor store employees and liquor division central office employees whose 

16 positions are eliminated as a result of [sections 1 through 8 ~ .!;!,] are entitled to all the benefits accorded 

17 by the State Employee Protection Act in Title 2, chapter 18, part 12, as that part reads on the date on 

18 which the employee leaves state employment. 

19 

20 NEW SECTION. SECTION 6. CONVERSION OF EXISTING STATE-OPERATED LIQUOR STORES. 

21 (1)(A) WITHIN 45 DAYS OF [THE EFFECTIVE DATE OF THIS SECTION], ANY PERSON OR ENTITY, AN 

22 ELIGIBLE STATE EMPLOYEE, OR A BUSINESS ENTITY CONSISTING OF ELIGIBLE STATE EMPLOYEES, AS 

23 REFERRED TO IN !SECTION 5(2)(8)(1)], MAY FILE AN APPLICATION OR APPLICATIONS TO OPERATE AS 

24 AN AGENCY LIQUOR STORE THE LIQUOR STORE IN WHICH THE ELIGIBLE STATE EMPLOYEE OR THE 

25 EMPLOYEES OF THE BUSINESS ENTITY CONSISTING OF ELIGIBLE STATE EMPLOYEES ARE EMPLOYED 

26 OR TO OPERATE AS AN AGENCY LIQUOR STORE ANOTHER LIQUOR STORE IN THE SAME COMMUNITY 

27 IN WHICH THE ELIGIBLE STATE EMPLOYEE OR EMPLOYEES OF THE BUSINESS ENTITY CONSISTING OF 

28 ELIGIBLE STATE EMPLOYEES ARE EMPLOYED. 

29 @) THE APPLICATION MUST SET FORTH THE NATURE OF THE ENTITY APPLYING FOR THE 

30 AGENCY FRANCHISE AGREEMENT AND THE EMPLOYEE'S OR EMPLOYEES' PREFERENCE RIGHTS IF 
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ANY, ALONG WITH ANY OTHER INFORMATION THAT THE DEPARTMENT OF REVENUE REQUIRES. 

2 (2)(A) IF THE EMPLOYEE OR A BUSINESS ENTITY CONSISTING OF ELIGIBLE STATE EMPLOYEES 

3 IS THE SOLE APPLICANT, THE DEPARTMENT SHALL ENTER INTO AN AGENCY FRANCHISE AGREEMENT 

4 WITH EITHER THE EMPLOYEE OR THE BUSINESS ENTITY TO OPERATE THE AGENCY LIQUOR STORE. 

5 (Bl IF MORE THAN ONE PERSON OR ENTITY OR MORE THAN ONE ELIGIBLE STATE EMPLOYEE 

6 OR BUSINESS ENTITY CONSISTING OF ELIGIBLE STATE EMPLOYEES APPLIES TO BE THE AGENT FOR 

7 THE LIQUOR STORE, THE DEPARTMENT SHALL USE THE APPROPRIATE COMPETITIVE BIDDING 

8 PROCEDURES TO SELECT THE AGENT. HOWEVER. IF ELIGIBLE STATE EMPLOYEES OR A BUSINESS 

9 ENTITY CONSISTING OF ELIGIBLE STATE EMPLOYEES MATCHES THE BID OF ANY OTHER PERSON OR 

10 ENTITY. THE FRANCHISE MUST BE AWARDED TO THE ELIGIBLE STATE EMPLOYEES OR BUSINESS 

11 ENTITY CONSISTING OF ELIGIBLE STATE EMPLOYEES. 

12 (3) FOR PURPOSES OF THIS SECTION. AN ELIGIBLE STATE EMPLOYEE IS CONSIDERED TO BE 

13 AN EMPLOYEE OF THE STATE LIQUOR STORE IN WHICH THE ELIGIBLE EMPLOYEE WORKED A 

14 MAJORITY OF THE HOURS BETWEEN JULY 1. 1994, AND JANUARY 6. 1995. 

15 (4) UNTIL CONVERTED TO AN AGENCY LIQUOR STORE. A STATE LIQUOR STORE SHALL 

16 OPERATE UNDER THE LAWS GOVERNING THE OPERATION OF STATE LIQUOR STORES AS THOSE LAWS 

17 READ ON JANUARY 1, 1995. 

18 

19 N~W S~CTIO~l. Seetien S. Gen..,eFsien ef eKisting state epeFated liq110F steFes. ( ll!al Within 4 6 

20 says ef [the effeetive sate ef this seetien]. an eligible state emple','ee er a business entity aonsistin§ ef 

21 eli§iele state employees, as referrea to in [seetion 6 (2Hbl (ill, may file an applieation or applieatiens to 

22 operate as an ageno',' liqllor stare tho liqllor store in whieh tho omplevee OF entity is emple~·ee or ta eperate 

23 as an a§enoy liqllor store another liqller stare in the saffie oeffiffillnity in whioh the effiple','ee or entity is 

24 effiple•tee. 

25 (bl Tlclo applieatien must set fort"1 the natllFO ef the emit',• applying fer the a§eno•t franehise 

26 a§reeffient anel the emplevee's er employees' preferenee rights, alen§ with anv ether inferffiation that the 

27 elepartment of revenue reEluires. 

28 (2Hal If the effiple•tee er a business entit',' eensistin§ of eligible state effiplo•tees is the sale 

29 applioant, the seiiartffient shall enter inte an agenev frano"1ise agreeffient wit"1 eitlcler the emplo','ee er the 

30 l3usiness entity te eperate the ageney liqllor stare. 
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1 (B) If more than one eli!JiBlo state em13loyee or Business entity consisting of eligiBle state employees 

2 a13plies to BO the a!Jent fer the liEjuor store in whieh the employee or entity works, the ele13artment shall use 

3 the appropriate eom13etiti,·e eielelin!J 13rocaelures to seleet the agent. MoweYer, no other 13erson FAS'( BO 

4 allowoel ta a13pl•f. 

5 (3) Tho initial commission rate for aganoy liEjllOF stores to Be operates BY emplo•1oas is tho elirect 

6 eperatiA!l ei1penses for a liE1t10r store eluring fisoal year 1994 divided B't' tho !JFOSS sales fer fiseal year 1994, 

7 not to e11ooeel 109i. Tho initial oernmissien rate may not BB less than 109i fer stores in communities 1,vith 

8 less than 3,000 p013ulatien. Any Eliroet e11pense eHcluEleEl B'( the 10% FRa11imum rate must, IN Tl-IE 

9 C Al c• ILATIOM OF Tl-IE COMMISSlml FII\TES, Be prepertionall•t elistriButed aFRon!J tho remainiA!l agency 

10 liE1uor stores. 

11 (4) If after 4 e aa)'S after [the effeetiYe data ef this seetion] an eli!JiBle state eFA13loyeo or BUSiness 

12 · entity oonsistiA!l of eli!lible state employees sees not apply to operate tho former state liEjuor store as an 

13 a!Jene•t liE1uor store, the Elepartment shall use the a13propriate oom13etitiYe BidEling proeedures to seleet the 

14 ~ 

15 le) For purposes of this seetion, an eligiele state em13leyee is eonsiaered to Ile an eFRplo•1ee of the 

16 state liEjuer store in whioh the eli!lible em13loyee worl1ea a FRajority of tho hours between Jul~• 1, 1994, and 

17 JanuaF'( e, 19Qe. 

18 (el Until een•1ertea to an ageno•t liEjuor store, a state liEjuor store shall operate unEler the laws 

19 !JOYernin!J the 013eratien of state liquor stores as those laws reaa en January 1, 1 QQe. 

20 

21 NEW SECTION. Section 7. No new agency franchises for four years. Notwithstanding the 

22 provisions of [section 9 l_ _!!], the department of revenue may not establish any new agency liquor stores 

23 until after July 1, 1999, in any community that had at least one agency liquor store on July 1, 1994. 

24 

25 NEW SECTION. Section 8. Exemption from privatization plan requirements. [Sections 1 through 

26 8 ~ !!] do not constitute privatization by an agency as that term is used in Title 2, chapter 8, part 3, and 

27 the administration of [sections 1 through 8 ~ ~I by the department of revenue is not subject to. the 

28 provisions of Title 2, chapter 8, part 3. 

29 

30 NEW SECTION. Section 9. Number and location of agency liquor stores. (1 )(a) In a community with 
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1 a population of 12,000 or less, there may be one agency liquor store. In communities with populations 

2 greater than 12,000, there may be one agency liquor store for the first 12,000 inhabitants and one 

3 additional agency liquor store within increments of population of 40,000 inhabitants above 12,000 

~ inhabitants. In determining population, the department shall use the same methods used for determining 

5 increases in the retail license quota system as provided in 16-4-501. 

6 (bl In communities that are eligible for more than one agency liquor store, an agency liquor store 

7 ESTABLISHED AFTER !THE EFFECTIVE DATE OF THIS AG+ SECTION] may not be located within a 1-mile 

8 radius of any other agency liquor store in the community. 

9 (2) An agency liquor store ESTABLISHED AFTER [THE EFFECTIVE DATE OF THIS AG+ SECTION) 

1 O may not be located in a community that is closer than 35 miles to another community in which an agency 

11 liquor store is presently located, except in the circumstance when the most recent population estimates 

12 show a 25% growth in population or a growth of 1,000 inhabitants within a 2-year period, whichever is 

13 greater, and when this population increase is reasonably expected to continue for at least 5 years. 

14 

15 NEW SECTION. Section 10. State lien on liquor in agency liquor stores. The state has a first lien 

16 with an absolute first priority to secure any outstanding amounts due the state for liquor purchased on any 

17 inventory, including any after-acquired inventory iri the possession of an agent or on the premises of an 

18 agency liquor store, to secure payment for the existing inventory. The state has the right to physically 

19 recover any inventory from an agency liquor store for any failure to timely make payments. 

20 

21 Section 11. Section 2-17-101, MCA, is amended to read: 

22 "2-17-101. Allocation of space. ( 1) The department of administration shall determine the space 

23 required by state agencies other than the university system and shall allocate space in buildings owned or 

24 leased by the state, based on each agency's need. To efficiently and effectively allocate space, the 

25 department periodically shall identify the amount, location, and nature of space used by each agency. 

26 (2) An agency requiring additional space shall notify the department. The department, in 

27 consultation with the agency, shall determine the amount and nature of the space needed and locate space 

28 within a building owned or leased by the state to meet the agency's requirements. If fie space is not 

29 available in a building owned or leased by the state, the department shall locate space to be leased in an 

30 appropriate building or recommend alternatives to leasing, such as remodeling or exchanging space with 
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another agency. A state agency may not lease, rent, or purchase property for quarters without prior 

2 approval of the department. 

3 13) la) The location of the chambers for the house of representatives must be determined in the 

4 sole discretion of the house of representatives. The location of the chambers of the senate must be 

5 determined in the sole discretion of the senate. 

6 (b) The department of administration, with the advice of the legislative council, shall allocate other 

7 space for the use of the legislature, including but not limited to space for committee rooms and legislative 

8 offices. 

g (4) For state agencies located in a city other than Helena, the department of administration shall 

1 O consolidate the offices of these agencies in a single, central location within the city whenever the 

11 consolidation would result in a cost savings to the state while permitting sufficient space and facilities for 

12 the agencies. The department may purchase, lease, or acquire, by exchange or otherwise, land and 

13 buildings in the city to achieve consolidation. State retail liE!l:lOr stores, liEjl:lor retail agaReios, aRa offioes 

14 Offices of the law enforcement services division and motor vehicle division of the department of justice are 

15 exempted from consolidation." 

16 

17 Section 12. Section 16-1-103, MCA, is amended to read: 

18 "16-1-103. Policy as to retail sale of liquor. It is the policy of the state that it is necessary to 

19 further regulate and control the sale and distribution of alcoholic beverages within the state and to ensure 

20 that the department has Hie entire complete regulatory control of the sale of liquor in the aepartrneRt of 

21 revenl:le this state. It is advisable and necessary, in addition to the operation of the state agency liquor 

22 stores now provided by law, that the department be empowered and authorized to grant licenses to persons 

23 qualified under this code to sell liquor purchased by them at state agency liquor stores at retail posted price 

24 in accordance with this code and under rules promulgated by the department and under its strict 

25 supervision and control and to provide severe penalty for the sale of liquor except by and in state agency 

26 liquor stores and by persons licensed under this code. The restrictions, regulations, and provisions 

27 contained in this code are enacted by the legislature for the protection, health, welfare, and safety of the 

28 people of the state." 

29 

30 Section 13. Section 16-1-105, MCA, is amended to read: 
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1 "16-1-105. Divisions of code. This code is divided into six chapters. Chapter 1 relates to the 

2 authority of the department of revenue to administer this code and the powers and functions of the 

3 department. Chapter 2 relates to the establishment of state agency liquor stores and the keeping and selling 

4 of liquors. Chapter 3 relates to the control of liquor, wine, and beer. Chapter 4 relates to license 

5 administration. Chapter 5, now repealed, related to identification cards. Chapter 6 relates to enforcement." 

6 

7 Section 14. Section 16-1-106, MCA, is amended to read: 

8 "16-1-106. Definitions. As used in this code, the following definitions apply: 

9 ( 1 ) "Agency franchise agreement" means an agreement between the department and a person 

10 appointed to sell liquor and table wine as a commission merchant rather than as an employee. 

11 (2) "Agency liquor store" means a fetaU store operated under an agency franchise agreement in 

12 accordance with this code for the purpose of selling liquor at EITHER THE POSTED OR retail PRICE for 

13 off-premises consumption. 

14 ¼l+.@l "Alcohol" means ethyl alcohol, also called ethanol, or the hydrated oxide of ethyl. 

15 ~ill "Alcoholic beverage" means a compound produced and sold for human consumption as a 

16 drink that contains more than 0.5% of alcohol by volume. 

17 {4-tifil. "Beer" means a malt beverage containing not more than 7% of alcohol by weight. 

18 ™ifil "Beer importer" means a person other than a brewer who imports malt beverages. 

19 «»ill "Brewer" means a person who produces malt beverages. 

20 (81 "Community" means: 

21 (a) in an incorporated city or town, the area within the incorporated city or town boundaries; 

22 (bl in an unincorporated city or area, the area identified by the federal bureau of the census as a 

23 community for census purposes; and 

24 (cl in a consolidated local government, the area of the consolidated local government not otherwise 

25 incorporated. 

26 f+Hfil "Department" means the department of revenue, unless otherwise specified. 

27 f8tl.J..Ql "Immediate family" means a spouse, dependent children, or dependent parents. 

28 «»illl "Import" means to transfer beer or table wine from outside the state of Montana into the 

29 state of Montana. 

30 ~illl "Industrial use" means a use described as industrial use by the federal Alcohol 

~na Leg/stative council 
- 11 - HB 574 



54th Legislature HB0574.04 

Administration Act and the federal rules and regulations of 27 CFR. 

2 14-+til.ill "Liquor" means an alcoholic beverage except beer and table wine. 

3 ~il.1l. "Malt beverage" means an alcoholic beverage made by the fermentation of an infusion or 

4 decoction, or a combination of both, in potable brewing water, of malted barley with or without hops or 

5 their parts or their products and with or without other malted cereals and with or without the addition of 

6 unmalted or prepared cereals, other carbohydrates, or products prepared from carbohydrates and with or 

7 without other wholesome products suitable for human food consumption. 

8 ~1.1.fil "Package" means a container or receptacle used for holding an alcoholic beverage. 

9 f+4l-l1.fil "Posted price" means the fetai! WHOLESALE price of liquor aAd table wiAe FOR SALE TO 

1 O PERSONS WHO HOLD LIQUOR LICENSES as fixed and determined by the department and in addition an 

11 excise and license tax as prnvided in this code. 

12 f+§-H..lll. "Proof gallon" means a U.S. gallon of liquor at 60 degrees on the Fahrenheit scale that 

13 contains 50% of alcohol by volume. 

14 f+etil.fil "Public place" means a place, building, or conveyance to which the public has or may be 

15 permitted to have access and any place of public resort. 

16 ( 19) "RETAIL PRICE" MEANS THE PRICE ESTABLISHED BY AN AGENT FOR THE SALE OF LIQUOR 

17 TO PERSONS WHO DO NOT HOLD LIQUOR LICENSES. THE RETAIL PRICE MAY NOT BE LESS THAN THE 

18 DEPARTMENT'S POSTED PRICE. 

19 ( 171( 19H20) "Rules" means rules adopted by the department or the department of justice pursuant 

20 to this code. 

21 (18)(20)121} "State liquor faeili.ty warehouse" means a faeility building owned or under control of 

22 the department for the purpose of receiving, storing, transporting, or selling alcoholic beverages to agency 

23 liquor stores. 

24 (1 Ql "State lieiuor store" FAeaAs a retail store 013erated by the do13artFAeAt iA aeeordaAee ,,,·itA-tfl-is 

25 eode for the 13ur13ose of selliA!J lir:i1;1or and table ,...,iAo. 

26 1201(21)(22) "Storage depot" means a building or structure owned or operated by a brewer at any 

27 point in the state of Montana off and aw:iy from the premises of a brewery, which structure is equipped 

28 with refrigeration or cooling apparatus for the storage of beer and from which a brewer may sell or 

29 distribute beer as permitted by this code. 

30 {211(22)(23) "Subwarehouse" means a building or structure owned or operated by a licensed beer 
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wholesaler or table wine distributor, located at a site in Montana other than the site of the beer wholesaler's 

2 or table wine distributor's warehouse or principal place of business, and used for the receiving, storage, 

3 and distribution of beer or table wine as permitted by this code. 

4 (22)(2:rn24) "Table wine" means wine that contains not more than 16% alcohol by volume. 

5 (23)(24}(25) "Table wine distributor" means a person importing into or purchasing in Montana table 

6 wine for sale or resale to retailers licensed in Montana. 

7 (24)(21i)(26) "Warehouse" means a building or structure located in Montana owned or operated by 

8 a licensed beer wholesaler or table wine distributor for the receiving, storage, and distribution of beer or 

9 table wine as permitted by this code. 

1 O (21il(2€i){27) "Wine" means an alcoholic beverage made from or containing the normal alcoholic 

11 fermentation of the juice of sound, ripe fruit or other agricultural products without addition or abstraction, 

12 except as may occur in the usual cellar treatment of clarifying and aging, and that contains more than 0.5% 

13 but not more than 24% of alcohol by volume. Wine may be ameliorated to correct natural deficiencies, 

14 sweetened, and fortified in accordance with applicable federal regulations and the customs and practices 

15 of the industry. Other alcoholic beverages not defined in this subsection but made in the manner of wine 

16 and labeled and sold as wine in accordance with federal regulations are also wine." 

17 

18 Section 15. Section 16-1-301, MCA, is amended to read: 

19 "16-1-301. Administration of code. The department shall have the powers and duties to administer 

20 the Montana Alcoholic Beverage Code, including the general control, management, and supervision of all 

21 state agency liquor stores." 

22 

23 Section 16. Section 16-1-302, MCA, is amended to read: 

24 "16-1-302. Functions. powers, and duties of department. The department has the following 

25 functions, duties, and powers: 

26 11) to buy, import, have in its possession for sale, and sell liquors aRd table wiRe; 

27 (2) to control the possession, sale, and delivery of liquors in accordance with the provisions of this 

28 code; 

29 (3) to determine the municipalities where ~ agency liquor stores are to be established 

30 throughout the state and the situation of the stores within these municipalities; 
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(4) to lease, furnish, and equip any building or land required to administer its duties under this 

2 code; 

3 (5) to buy or lease plants and equipment necessary to administer its duties under this code; 

4 (6) to employ store Rrnnagers ana ether the necessary employees required to administer this code 

5 and to dismiss them, assign them their title, and define their respective duties and powers and to contract 

6 with the department of justice for investigative services or to contract for the services of experts and 

7 persons engaged in the practice of a profession, if appropriate; 

8 (7) to determine the nature, form, and capacity of all packages to be used for containing liquor kept 

9 or sold under th'1s code; 

1 O 18) to grant and issue licenses under this code; 

11 (9) to place special restrictions on the use of a particular license, which must be endorsed upon 

12 the face of the license, if the special restrictions are made pursuant to a hearing held in connection with 

13 the issuance of the license or if the special restrictions are agreed to by the licensee; 

14 ( 10) without limiting or being limited by the foregoing, to do all things necessary to administer this 

15 code or rules." 

16 

17 Section 17. Section 16-1-303, MCA, is amended to read: 

18 "16-1-303. Department rules. 11) The department and the department of justice may make rules 

19 not inconsistent with this code necessary to efficiently administer this code. 

20 12) Rules made by the department may include but are not limited to the following: 

21 la) regulating the eqlclipment anEl mana!\jeITTent contractual operation of &tate agency liquor stores 

22 and warehouses in which liquor er taele wine is kept or sold and prescribing the books and records to be 

23 kept; 

24 (b) prescribing the duties of department employees and regulating their conduct while in the 

25 discharge of their duties; 

26 (cl governing the purchase of liquor anel taele wine and the furnishing of liquor ans taele wine to 

27 state agency liquor stores; 

28 Id) determining the classes, varieties, and brands of liquor anel taele ,,,•ine to be~ available for 

29 distribution from the state liquor warehouse sale at an~• state store; 

30 (el prescribing the minimum hours during which state agency liquor stores must be open for the 
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sale of alcoholic beverages; 

2 (fl providing for the issuing and distributing of price lists showing the price to be paid by 

3 purchasers for each class, variety, or brand of liquor ans taele wine kept for sale; 

4 (gl prescribing forms to be used for the purpose of this code or the rules and the terms and 

5 conditions for permits and licenses issued and granted under this code; 

6 (hl prescribing the form of records of purchase of liquor ans taele wine and the reports to be made 

7 to the department and providing for inspection of the records; 

8 (il prescribing the manner of giving and serving notices required by this code or the rules; 

9 (jl prescribing the fees payable for permits and licenses issued under this code for which fie fees 

1 O are not prescribed in this code and prescribing the fees for anything done or permitted to be done under 

11 the rules; 

12 (kl prescribing, subject to the provisions of this code, the conditions and qualifications necessary 

13 for the obtaining of alcoholic beverage licenses and the books and records to be kept and the returns to 

14 be made by the licensees; 

15 (I) specifying and describing the place and the manner in which alcoholic beverages may be lawfully 

16 kept or stored; 

1 7 (ml specifying and regulating the time when and the manner by which vendors and brewers may 

18 deliver alcoholic beverages under this code and the time when and the manner by which alcoholic 

19 beverages, under this code, may be lawfully conveyed or carried; 

20 (nl governing the conduct, management, and equipment of any premises licensed to sell alcoholic 

21 beverages under this code; 

22 (o) providing for the imposition and collection of taxes and making rules respecting returns, 

23 accounting, and payment of the taxes to the department. 

24 (31 The department of justice may adopt rules to administer and implement its responsibilities under 

25 this title, including but not limited to rules providing for the inspection of licensed premises or premises 

26 where the sale of liquor has been proposed. 

27 (4) Whenever this code provides that an act may be done if authorized by rules, the department, 

28 subject to the restrictions in subsection ( 1 I, may make rules respecting the act. 

29 (5) The department shall use the negotiated rulemaking procedures contained in Title 2, chapter 

30 5, for the purpose of adoption of rules related to the operation of agency liquor stores. However, the 

~na Ler,lslatlve council 
- 1 5 - HB 574 



54th Legislature HB0574.04 

1 department may not be required to pay any expenses of the participants or of any persons engaged in the 

2 rulemaking process as provided for in 2-5-110." 

3 

4 Section 18. Section 16-1-304, MCA, is amended to read: 

5 "16-1-304. Prohibited acts. (1) An employee of the department involved in the operation of the 

6 state liquor warehouse or state liquor stares, the issuance of licenses, or the collection of alcoholic 

7 beverages taxes or an employee of the department of justice directly involved with the investigation of 

8 matters concerning the manufacture, sale, and distribution of alcoholic beverages may not be directly or 

9 indirectly interested or engaged in any other business or undertaking dealing in liquor er table wine, whether 

10 as owner, part owner, partner, member of syndicate, shareholder, agent, or employee for the employee's 

11 own benefit or in a fiduciary capacity for some other person. 

12 (2) An employee of the state, a state agent, or any person having any ownership interest in an 

13 agency liquor store may not solicit or receive directly or indirectly any commission, remuneration, ef giftL 

14 or other thing tangible or intangible of value from any person or corporation selling or offering liquor or table 

15 wif!e for sale to the state pursuant to this code. 

16 (3) A person selling or offering for sale to or purchasing liquor or table wine from the state may 

17 not directly or indirectly offer to pay any commission, profit, or remuneration or make any gift to any 

18 FAeFAber or employee of the state, any state agent, or any person having any ownership interest in an 

19 agency liguor store or to anyone on behalf of tl9e FAeFAber or an employee. 

20 (4) The prohibition contained in subsection (3) does not prohibit the state from receiving samples 

21 of liquor or table wine for the purpose of chemical testing, subject to the following limitations: 

22 (a) Each manufacturer, distiller, compounder, rectifier, importer, or wholesale distributor or any 

23 other person, firm, or corporation proposing to sell any liquor er table wine to the state of Montana shall 

24 submit, without cost to the state prior to the original purchase, an analysis of each brand and may submit 

25 a representative sample not exceeding 25 fluid ounces of the merchandise to the state. 

26 lb) When a brand of liquor er table '"'ine has been accepted for testing by the state, the state shall 

27 forward the sample, unopened and in its entirety, to a qualified chemical laboratory for analysis. 

28 (c) The state shall maintain written records of all samples received. The records must show the 

29 brand name, amount and from whom received, date received, the laboratory or chemist to whom 

30 forwarded, the state's action on the brand, and the person to whom delivered or other final disposition of 
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the sample. 

2 (5) Liquor, wiAe, er ether aloehelio eeyera§e may not be withdrawn from the regular warehouse 

3 inventory or from the state agency liquor stores for any purpose other than fiAal sale to PERSONS WHO 

4 HOLD LIQUOR LICENSES AT THE POSTED PRICE AND SALE TO the consumer at the preYailiAg state retail 

5 j3fiees RETAIL PRICE ESTABLISHED BY THE AGENT or for destroying damaged or defective merchandise. 

6 The state shall maintain a written record including the type, brand, container size, number of bottles or 

7 other units, signatures of witnesses, and method of destruction or other disposition of damaged or defective 

8 warehouse or stato store merchandise. 

9 (6) The state may not require a company that manufactured, distilled, rectified, bottled, or 

1 O processed and sold less than 200,000 proof gallons of liquor nationwide in the previous calendar year to 

11 maintain minimum amounts of liquor er wiAe in the state warehouse while the distiller or wiAery retains 

12 ownership of the product. 

13 (7) Tl=la state rnav Rot ro1;1uiro a oornpaAy tl=lat settles aAa sela less ti=laA 100,000 ·,vi Re galleAs ef 

14 taele wiAe AatieAwiae iA the preYieus ealeAaar year te rnaiAtaiA rniAirnurn arnouAts of taele wiAe iA tl=le state 

15 warel=leuse wl=lile tl=le eernpaA'( retaiAs evmersl=lip ef tl=la preauet." 

16 

17 Section 19. Section 16-1-402, MCA, is amended to read: 

18 "16-1-402. Payment of excise tax by carriers. ( 1) Every airline or railroad operating in the state of 

19 Montana and selling liquor purchased outside this state for consumption within this state shall pay to the 

20 department the excise taxes and state markup WAiefl that would be applicable to SHeR the liquor if 

21 purchased from tlte an state agency liquor store. 

22 (2) The amount of SHeR excise taxes and state markup payable Sflall must be determined by 

23 multiplying the following factors: 

24 (a) the average liquor used per departure; 

25 (b) the number of departures from Montana on which liquor is served; 

26 (c) the ratio of Montana revenue passenger miles to system revenue passenger miles; and 

27 (dl the applicable excise tax and state markup rates. 

28 13) From saiEI the product, the carrier shall subtract the amount of excise taxes and state markup 

29 on purchases of liquor made within this state." 

30 

~na Leglslatl11e Councfl 
- 17 - HB 574 



54th Legislature HB0574.04 

Section 20. Section 16-2-101, MCA, is amended to read: 

2 "16-2-1 O 1 . Establishment and closure of state agency liquor stores -- agency franchise agreement 

3 -- kinds and prices of liquor aREI table • .,.,iRe. ( 1) (al Tl=ie de13artrneRt sl=iall estahlisl=i a Rd rnaiAtaiR oAe or rnore 

4 stores, to he kRowR as "state liq1cJor stores", as tl=ie de13artrnent finds feasilile for tl=ie sale of liq1cJor and talile 

5 wiRe in aeeordanee witl=i tl=ie 13revisions of tl=iis eode and tl=ie mies ado13ted 1cJnder tl=iis eede. 

6 ™ The department shall enter into af\ agency franchise agreornent agreements or ern13lov tl=ie 

7 ,~eeessary tiel13 to operate #le agency liquor stores as the department finds feasible for the WHOLESALE 

8 AND RETAIL sale of liquor and sl=iall designate tRe d1cJties to lie 13erforrned li 1f tl=ie agent or ern13loyees. 

9 le) Onee estalilistied, a store rna'f not lie elosed, eon•,erted te an agene>y• store, or sold liy tl=ie 

10 do13artrnent 1cJnless: 

11 Ii) tl=ie store is retmning less tl=ian a 1 Oo/o 13rofit to tRe state; or 

12 (ii) ttie elos1cJre er sale is a1313reved li·r ttie logislat1cJre. 

13 (2)1.fil The department may from time to time fix the POSTED prices at which the various classes, 

14 varieties, and brands of liquor af\G talile wino may be sold, and THE POSTED prices must be tho same at 

1 5 all state agency liquor stores. 

16 (b)(i) Tho department shall supply from the state liquor warehouse to agency liquor stores the 

17 various classes, varieties, and brands of liquor for resale at the state posted price TO PERSONS WHO HOLD 

18 LIQUOR LICENSES AND TO ALL OTHER PERSONS AT THE RETAIL PRICE ESTABLISHED BY THE AGENT. 

19 (ii)(A) According to the ordering and delivery schedule set by the department, an agency liquor store 

20 may place a liquor order with the department at its state liquor warehouse in the manner to be established 

21 by the department. 

22 (B) The agency liquor store's purchase price is the department's posted price less the agency liquor 

23 store's commission rate in the state agency franchise agreement and less the agency liquor store's weighed 

24 average discount ratio. For purposes of this subsection (2)(b)(ii)(B). for agency liquor stores or 

25 employee-operated state liquor stores that were operating June 30, 1994, the weighted average discount 

26 ratio is the ratio between an agency liquor store's or the employee-operated state liquor store's full case 

27 discount sales divided by the agency liquor store's or employee-operated state liquor store's gross sales, 

28 based on fiscal year 1994 reported sales, times the state discount rate for case lot sales, as provided in 

29 16-2-201, divided by the state discount rate for full case lot sales in effect on June 30, 1994. For all other 

30 stores that are placed in service after June 30, 1994. the weighted average discount ratio is the average 
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ratio in fiscal year 1994 for similar sized stores for 1 year of operation. Thereafter, the weighted discount 

2 ratio must be computed on the store's first 12 months of operation. 

3 (Ci All liquor purchased from the state liquor warehouse by an agency liquor store must be paid for 

4 within 60 days of the date on which the department invoices the liquor to the agency liquor store. 

5 (c) An agency liquor store may sell table wine at retail for off-premises consumption. 

6 (3) (al State liquor stores FRust be GOnsisered for elosure, eonversion, or sale only when a store 

7 lease mcpires. Prior to tho eMpiration of a lease, the departFRent FRa',' eonduet a finaneial profitasility analysis 

8 usin§ tho eriteria in subseetion (1 )(e)(i). In eoFRputin§ profit levels of state operated stores, the easts of the 

9 lieensin§ 13ureau and the le§al and enfereeFRent division, other than inspeetion easts direetly attributable 

1 O ta liquor stores, FRay not be inelused as e11penses. The reYenue oversi§ht eoFRFRittee FRust be inferFRed of 

11 all plans for eonYersien, sale, er el0s1:1re ef state liq1:10r stares. 

12 fat Agency liquor stores may not be located in or adjacent to grocery stores in communities with 

13 populations over 3,000. This proYision is applieal3Ie only to a§eney a§reeFRents entered into after May 11, 

14 +S8-7-c 

15 (4) A§eney Tl-lE OEPARTMENT Sl-lALL NEGOTIATE COMMISSIONS \i'llTl-l AGE~ICY STORES, MID 

16 AGENCY AGENCY stores must receive commissions based en adj1:1sted §ress sales payable as follows: 

17 (a) a 10% eoFRFRission COMMISSION oi;: 10% OR MORE, BUT NOT TO EXCEED 16 %, 10% 

18 COMMISSION for agencies in communities with less than 3,000 in population, unless adjusted pursuant 

19 to subsection (6) or (81; 

20 (b) a commission established by competitive bidding unless adjusted pursuant to subsection (6) 

21 Q!J_fil for agencies in communities with 3,000 or more in population. 

22 (5) An agency franchise agreement must: 

23 (a) be effective for a 10-year period and may be renewed every 10 years if the requirements of the 

24 agency franchise agreement have been satisfactorily performed; 

25 (b) require the agent to maintain comprehensive general liability insurance and liquor liability 

26 insurance throughout the term of the agency franchise agreement in an amount established by the 

27 department of administration. The insurance policy must: 

28 lil declare the department as an additional insured; and 

29 Iii) hold the state harmless and agree to defend and indemnify the state in a cause of action arising 

30 from or in connection with the agent's negligent acts or activities in the execution and performance of the 
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1 agency franchise agreemenh~ 

2 (c) reEJlclire the agent ta prnvide perfarrnanee seelclrity in an arnalclnt eEJlclal ta the a•teraga rnanthly 

3 ,•alue of inventary at east eased on tho rnast resent 12 rnanth poriad af inYontary Yallclo ot the ageney store 

4 loeatian er, if a 12 rnanth histary is not availasle, the departAlent's estiA1ate of the a·terage \'allele provide 

5 that upon termination by the department for cause or upon mutual termination, the agent is liable for any 

6 outstanding liquor purchase invoices. If payment is not made within the appropriate time. the department 

7 may immediately repossess all liquor inventory. wherever located-;--af14" 

8 (d) specify the reasonable service and space requirements that the agent will provide throughout 

9 the term of the agency franchise agreement. 

1 O (6)ifil The commission percentage that the department pays the agent under an agency franchise 

11 agreement may be reviewed on July 1. 1998. and every & d years thereafter at the request of either party. 

12 If the agent concurs, the department may adjust the commission percentage to be paid during the remaining 

1 3 term of the agency franchise agreement or until the next time the commission percentage is reviewed, if 

14 that is sooner than the term of the agency franchise agreement, to a commission percentage that is equal 

15 to the average commission percentage being paid agents with similar sales volumes if: 

16 fatill the agent's commission percentage is less than the average; and 

1 7 -!el-illl all the requirements of the agency franchise agreement have been satisfactorily performed. 

18 lb) The adjusted commission percentage determined under subsection (6)(a) may be greater than 

19 the average commission paid agents with similar sales volume: 

20 1i) if the agent demonstrates that: 

21 (Al the agent has experienced cost increases that are beyond the agent's control. including but not 

22 limited to increases in the federally established minimum wage or escalation in prevailing rent; and 

23 IB) the average commission percentage is insufficient to yield net income commensurate with net 

24 income experienced before the cost increases occurred; and 

25 Iii) if the department demonstrates that it is unable to indicate adjustments in the requirements 

26 specified in the agent's franchise agreement that will eliminate the impact of cost increases. 

27 (7) The liability insurance ~~.f&fmanee seelclrity reE1uireA1ents requirement may be reviewed 

28 every & d years after July 1, 1995, at the request of either the agent or the department. If the agent 

29 concurs, the department may adjust the requirements to be effective during the remaining term of the 

30 agency franchise agreement if the adjustments adequately protect the state from risks associated with the 
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loss of state assets or frem the agent's negligent acts or activities in the execution and performance of the 

2 agency franchise agreement. The amount of liability insurance coverage may not be less than the minimum 

3 requirements of the department of administration. 

4 (8) (a) Except as provided in subsection (8)(b), an agency franchise agreement must be renewed 

5 for additional 10-year periods if the agent has satisfactorily performed all the requirements of the agency 

6 franchise agreement. Except for establishing the new term and except for a commission percentage that 

7 may be negotiated as provided in subsection (8)(b), changes in the agency franchise agreement as a result 

8 of a renewal may not be made unless the agent and the department mutually agree. 

9 (b) If at least 90 days prior to the expiration of a 10-year agency franchise agreement, the 

10 department determines that an adjustment of the commission percentage paid to the agent is in the best 

11 interests of the state, the department shall notify the agent of that determination. 

12 (c) If the agent does not concur with the department's commission percentage adjustment, the 

13 department shall advertise for bids for the agency franchise at the adjusted commission percentage, subject 

14 to the provisions of this chapter. If bids from persons who meet the criteria provided in this chapter are 

1 5 received by the department for the agency franchise at the adjusted commission percentage, the agent 

16 under the existing franchise agreement has a preference right to renew the franchise agreement by 

17 concurring in the adjusted commission percentage. 

18 (d) If the agent under the existing franchise agreement declines to exercise the preference right 

19 under subsection (8)(c), the department shall enter into an agency franchise agreement as provided in this 

20 chapter with a person who accepted the adjusted commission percentage. 

21 (e) If the agent exercises the preference right and believes the adjusted commission percentage 

22 to be inadequate or not in the best interests of the state, the agent may request an administrative hearing. 

23 The request must contain a statement of reasons why the agent believes the commission percentage to 

24 be inadequate or not in the state's best interests. The department shall grant the request for a hearing if 

25 it determines that the statement indicates evidence that the adjusted commission percentage is inadequate 

26 or not in the state's best interests. The department may, after the hearing, adjust the commission 

27 percentage if the agent shows that the commission percentage is inadequate or not in the best interests 

28 of the state. If the department increases the commission percentage rate, the department shall set forth 

29 its findings and conclusions in writing and inform the agent and the other persons who offered to enter into 

30 an agency agreement at the adjusted commission rate. 
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(9).lfil The department may terminate an agency franchise agreement if the agent has not 

~ satisfactorily performed the requirements of the agency franchise agreement or iA tho followiA!l eases 

3 because the agent: 

4 (i) charges arises ElifforoAt freFA the state a1:113Iishoa arise or arovicies ciiffereAt ciiseo1:1Ats RETAIL 

5 PRICES THAT ARE LESS THAN THE DEPARTMENT'S POSTED PRICE FOR LIQUOR, SELLS LIQUOR TO 

6 PERSONS WHO HOLD LIQUOR LICENSES AT LESS THAN THE POSTED PRICE, OR SELLS LIQUOR AT 

7 CASE DISCOUNTS GREATER THAN THE DISCOUNT PROVIDED FOR IN 16-2-201 TO PERSONS WHO 

8 HOLD LIQUOR LICENSES; 

9 (ii) fails to maintain sufficient liability insurance; 

10 (iii) has not maintained a quantity and variety of product available for sale commensurate with 

11 demand, delivery cycle, repayment schedule, mixed case shipments from the department, and the ability 

1 2 to purchase special orders; 

13 (iv) at an agency liquor store located 35 miles or more from the nearest agency liquor store, has 

14 operated the agency liquor store in a manner that makes the premises unsanitary or inaccessible for the 

1 5 purpose of making purchases of liquor; or 

16 (v) fails to comply with the express terms of the agency franchise agreement. 

1 7 (b) The department shall give an agent 30 days' notice of its intent to terminate the agency 

18 franchise agreement for cause and specify the unmet requirements. The agent may contest the termination 

19 and request a hearing within 30 days of the date of notice. If a hearing is requested, the department shall 

20 suspend its termination order until after a final decision has been made pursuant to the Montana 

21 Administrative Procedure Act. 

22 W kl EMeept iA In the case of failure to make timely payments to the department for liquor 

23 purchased s1:1speetea theft or 1:1Aa1:1thorizeci 1:1se el state assets, the ElepartFAeAt shall §iYe aA a§ent 30 ciays' 

24 notiee of its intent to terFAiAate the O§OAe~· franehise B§reeFAeAt for eause aAci speeify the l:IAFAet 

25 FO!jl:lireFAeAtS. The B§eAt FABY eontest the a§enc·r fraAchise a§reeFAeAt terFAinatioA aAci FeEjl:leSt a hoariA!l 

26 within 30 ciays. If a heariA!l is re(11:1estes, the aepartFAeAt shall s1:1spens its terFAinatioA orcier 1:1Atil after a 

27 final ElecisioA has beeA FAase p1:1rs1:1ant to the MoAtaAa ,'\EIFAinistrati-,e ProeeEl1:1re Ast. 

28 lb) If an a§eAt is suspeeteEl of theft er 1:1na1:1thorizeEl 1:1se of state assets, the department may 

29 terminate the agency franchise agreement and rctrieYe its assets immediately repossess any liquor 

30 purchased and in the possession of the agent. If an agency franchise agreement is terminated, the agent 

~na Legtstatlve councfl 
- 22 - HB 574 



54th Legislature HB0574.04 

may contest the agensy franehise agreement termination and request a hearing within 30 days of the 

2 department's rotrio'o'al ef assets repossession of the liquor. The agency store shall remain closed until a final 

3 decision has been reached following a hearing held pursuant to the Montana Administrative Procedure Act. 

4 110) An agency franchise agreement may be terminated upon mutual agreement by the agent and 

5 the department. 

6 ( 11) An agent may assign an agency franchise agreement to a person who, upon approval of the 

7 department, is named agent in the agency franchise agreement, with the rights, privileges, and 

8 responsibilities of the original agent for the remaining term of the agency franchise agreement. The agent 

9 shall notify the department of an intent to assign the agency franchise agreement 60 days before the 

10 intended effective date of the assignment. The department may not unreasonably withhold approval of an 

11 assignment request. 

12 (12) An ageney agreement in effeet en Marsh 30, 1993, must be eenverted upon reeiuest of the 

13 a§ent and approval of the department to a 10 •rear a§onoy franohiso agreomont pursuant to subseetions 

14 (el through (11) witheut eompetiti•~o bids or proposals. 

15 ( 12) A person or entity may not hold an ownership interest in more than one agency liquor store. 

16 ( 13) The department shall maintain sufficient inventory in the state warehouse in order to meet a 

17 monthly service level of at least 97%." 

18 

19 Section 21. Section 16-2-104, MCA, is amended to read: 

20 "16-2-104. Hours. ( 1) State Agency liquor stores shall be and may remain open during sueh period 

21 of tho day as the deflartFAont shall deem adYisablo the period between 8 a.m. and 2 a. m. The stores srui-11 

22 must be closed for the transaction of business on legal holidays and between the close of normal business 

23 Saturday !Hfl-, afternoon up to tho opening of normal business Tuesday - morning as set by department 

24 tttle. 

25 (2)(a) An agency liquor store may be open on Mondays that are not legal holidays if 51 % of the 

26 all-beverages licensees within the agency liquor store's immediate market area sign a petition agreeing that 

27 agency liquor stores located within the immediate market area may be open on Mondays. The petition must 

28 be on a form prescribed by the department. The department shall verify the validity of the signatures on 

29 the petition. If the department determines that the petition contains sufficient valid signatures, all agency 

30 liquor stores within the designated market area must be allowed to transact business on Mondays that are 
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not legal holidays. To determine the number of signatures needed, the department shall round up to the 

nearest whole number any fractional number of all-beverages licensees. 

(b) For the purposes of subsection (2)(a). immediate market area means: 

(i) the city limits for stores located in incorporated cities or towns; and 

(ii) the area contained within a 5-mile radius from a store or stores located in unincorporated cities 

or towns or in a consolidated local government. 

(2) No sale or delivery of liquor or taBle wine shall BO FAade on or froFA the preFAises of any state 

liquor store nor shall any store Be open for the sale of liquor or table wine: 

(al on any holiday reeo§ni2ed by state law; 

(bl durin§ sueh ether period and on sueh other davs as tho departFAent FAa'( direst." 

Section 22. Section 16-2-105, MCA, is amended to read: 

"16-2-105. Place and time of selling liquor. Ne A liquor store FAanager agent and Re 2 person 

acting a::; the elerk or servant an employee of or in any capacity for any FAanager shall agent may not sell 

liquor in any other place or at any other time or otherwise than as authorized by this code and the rules 

implementing this code." 

Section 23. Section 16-2-106, MCA, is amended to read: 

"16-2-106. Purchase price in advance. A liquor store FAanager agent may sell to any person W£fl 

!!!J..Y liquor and table wine as that the person is entitled to purchase in conformity with the provisions of this 

code and the rules made thereunder, provided that no cielivery shall tal1e plaee until the purehaser has paid 

the pureAase priee implementing this code. An agent may, under the terms and conditions that the agent 

establishes. deliver liquor and table wine purchased from the agent's agency liquor store." 

Section 24. Section 16-2-107, MCA, is amended to read: 

"16-2-107. No open alcoholic beverage container or alcoholic beverage consumption on premises 

of state agency store. No offieer, elerk, o. agent af the ciepartment emplo•(eci in a state An agent and the 

agent's employees in an agency store~ may not allow any alcoholic beverage container to be opened 

on the premises of ~ an agency liquor store or allow any alcoholic beverage to be consumed on the 

premises of a-state an agency liquor store, nor ~ may any person open an alcoholic beverage container 
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or consume any alcoholic beverage on sLJeh 13reA'lises in an agency liquor store." 

2 

3 Section 25. Section 16-2-108, MCA, is amended to read: 

4 "16-2-108. Disposition of money received. All A'loney Feeoived fFeA'I the sale sf liqLJOF and table 

5 wine at the state liqLJor stoFes A'ILJst be de13osited in the enteF13Fise fLJnd in the state trnasLJPf to the erndit 

6 of the departA'lent. The department may purchase liquor and table wine from money deposited to its 

7 account in the enterprise fund. The department shall pay from its account in the enterprise fund its 

8 administrative expenses, subject to the limits imposed by legislative appropriation.~ An obligation created 

9 or incurred by the department may not be a debt or claim against the state of Montana but must be payable 

1 O by the department solely from funds derived from the operation of state liquor SffifeS sales. The department 

11 shall pay into the state treasury to the credit of the enterprise fund the receipts from the sale of liquor and 

12 all taxes and license and permit fees collected by it. Taxes, license and permit fees, and the net proceeds 

13 from the operation of state liquor SffifeS sales must be transferred to the general fund." 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Section 26. Section 16-2-201, MCA, is amended to read: 

"16-2-201. Reduction for quantity sales of liquor. ill Reduction of a-¼ 8% of the Mai+ POSTED 

price of liquor sold at the state agency liquor store SRall must be made by the department for sales of liquor 

to any fHlf5eH licensee purchasing liquor in unbroken case lots. No other reduction SRall may be made to 

any other person by the department for quantity sales of liquor. 

12) THIS SECTION DOES NOT PREVENT AN AGENT FROM PROVIDING PURCHASE DISCOUNTS 

OR SELLING LIQUOR TO ANY OTHER PERSON AT A PRICE LESS THAN THE AGENT'S ESTABLISHED 

RETAIL PRICE. HOWEVER, AN AGENT IS PROHIBITED FROM SELLING LIQUOR TO ANY PERSON AT A 

PRICE LESS THAN THE DEPARTMENT'S POSTED PRICE." 

25 Section 27. Section 16-2-301, MCA, is amended to read: 

26 "16-2-301. Retail selling price on table wine -- tax on certain table wine. (11 The retail sellin§ pFiee 

27 at whioh table wine is sold eitheF b•t the depaFtA'lent, throLJ§h a state OA'l13leyee apernted stern, OF by a 

28 eOA'IA'lission a!Jent who was a1313einted befeFe ApFil 30, 1987, inelLJdin§ SLJbsequent renewals of sueh 

29 appointA'lent, and who eleets to order table wine fFOA'I the departA'lent is eoA'lputed by addin!J to tAe 

30 statewide ',Yei§hted a~·era!Je eost of tal3Ie wine tAe ta>< and state A'laFl1up as desi!jnawa 13y tAe ElepartA'lent. 
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mill The retail selling price at which table wine is sold l:ly a 00R1R1ission agent appointoEI 13~· the 

2 aepartR1eAt after Ma~· 1, 1087, at an agency liquor store is as determined by the agent. 

3 ~ill In addition to the tax on wine assessed under 16- 1-41 1, there is a tax of 1 cent a liter on 

4 table wine sold by a table wine distributor to an agent as described in subsection rn ill, This additional 

5 tax must be paid to the department by the distributor in the same manner as the tax under 16-1-41 1 is 

6 paid. The department shall deposit the tax paid under this section in the general fund." 

7 

8 Section 28. Section 16-3-103, MCA, is amended to read: 

9 "16-3-103. Unlawful sales solicitation or advertising -- exceptions. ( 1 l Ne 8, person within the state 

10 5-f¼ell may not: 

11 (a) canvass for, receive, take, or solicit orders for the purchase or sale of any liquor or act as agent 

12 or intermediary for the sale or purchase of any liquor or be represented as an agent or intermediary unless 

13 permitted to do so under rules that shall l:le are promulgated by the department to govern ~ the 

14 activities; 

15 lb) canvass for or solicit orders for the purchase or sale of any beer or malt liquor except in the 

16 case of beer proposed to be sold to beer licensees duly authorized to sell beer under the provisions of this 

17 code; 

18 (cl exhibit, publish, or display or permit to be exhibited, published, or displayed any form of 

19 advertisement or any other announcement, publication, or price list of or concerning liquor or where or from 

20 whom the same may be had, obtained, or purchased unless permitted to do so by the rules of the 

21 department and then only in accordance with ~ the rules. 

22 (2) This section does not apply to: 

23 (al the department, any act of the department, any stiH8 agency liquor store; 

24 (bl the receipt or transmission of a telegram or letter by any telegraph agent or operator or 

25 post-office employee in the ordinary course of employment as~ the agent, operator, or employee; or 

26 (cl the sale and serving of beer in the grandstand and bleacher area of a county fairground or public 

27 sports arena under a special permit issued pursuant to 16-4-301 or a catering endorsement issued pursuant 

28 to 16-4-111 or 16-4-204." 

29 

30 Section 29. Section 16-3-106, MCA, is amended to read: 
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"16-3-106. Conveyance of liquors, table wines, and beer -- opening alcoholic beverages during 

2 transit forbidden. ( 1) It shall 13e ~ lawful to carry or convey liquor or table wine to any s-tate agency liquor 

3 store and to and from efl'f the state liquor warehouse or any depot established by the department for the 

4 purposes of this code, and when permitted to do so by this code and the rules FAase thereunser ans in 

5 aooersanee there· ... ·ith promulgated under this code, it sl=iall 13e ~ lawful for any common carrier or other 

6 person to carry or convey liquor or table wine sold by a vendor from a state an agency liquor store or to 

7 carry or convey beer, when lawfully sold by a brewer, from the premises wherein suoh where the beer was 

8 manufactured or from premises where the beer may be lawfully kept and sold to any place to which the 

9 saFRe liquor, table wine, or beer may be lawfully delivered under this code and the rules FAase tl=iereunser 

10 promulgated under this code. 

11 (2) Ne A common carrier or any other person SflaH may not open, break, or allow to be opened or 

1 2 broken any package or vessel containing an alcoholic beverage or drink or use or allow to be drunk or used 

1 3 any alcoholic beverage therefreFA while being carried or conveyed." 

14 

1 5 Section 30. Section 16-3-307, MCA, is amended to read: 

16 "16-3-307. Sale of liquor at less than posted price unlawful. It sl=iall 13e ~ unlawful for any licensee 

17 under the provisions of this code to resell any liquor purchased by 5t:l6ft the licensee from a-state an agency 

18 liquor store or the state of Montana for a sum less than the posted price established by the stefe 

19 DEPARTMENT and paid by the licensee tl=ierefor." 

20 

21 Section 31. Section 16-3-401, MCA, is amended to read: 

22 "16-3-401. Short title -- public policy -- purpose. ( 1) This part may be cited as the "Wine 

23 Distribution Act". 

24 (2) The public policy of the state of Montana is to maintain a system fer the iFA13ertatien ans sale 

25 ef tal3Ie wine b·, tl=ie state thre1,1€Jh state lif11,10r faeilities anEI to provide for, regulate, and control the 

26 acquisition, importation, and distribution of table wine by licensed table wine distributors anEI the state. 

27 (3) This part governs relationships between suppliers and table wine distributors, and because the 

28 legislature recognizes the public interest and the interests of suppliers and table wine distributors in the fair, 

29 efficient, and competitive distribution of table wine, this part is intended to: 

30 (a) protect the table wine distributor's independence in managing Ais awn the distributor's 
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1 business, including the establishment of selling prices; and 

2 (b) encourage table wine distributors to devote their best efforts to the sale and distribution of the 

3 table wines they sell and distribute." 

4 

5 Section 32. Section 16-3-402, MCA, is amended to read: 

6 "16-3-402. Importation of wine -- records. (1) VVith the e>EeeptieR ef tal3Ie '"''iRe pl:lrehasea sv the 

7 ElepartFAeRt aREl shippea te its warehel:lse, all All table wine manufactured outs.ide of Montana and shipped 

8 into Montana~ must be consigned to and shipped to a licensed table wine distributor, and by--ruffi be 

9 unloaded by the distributor into l=lis the distributor's warehouse in Montana or subwarehouse in Montana. 

1 O The distributor shall distribute sai4 the table wine from ~ the warehouse or subwarehouse. 

11 (21 The distributor shall keep records at l=lis the distributor's principal place of business of all table 

12 wineL including the name or kind received, on hand, soldL and distributed. The records may at all times be 

13 inspected by aR",' FAeFA13er m represeRtative ef the department ef reveRl:le. 

14 (3) Any tal3Ie Table wine WflHm that has been shipped into Montana and that has not been shipped 

15 to and distributed from a warehouse of a licensed table wine distributor er the Elepartment shall must be 

16 seized by any peace officer or representative of the department and may be confiscated in the manner as 

17 provided for the confiscation of intoxicating liquor." 

18 

19 Section 33. Section 16-3-403, MCA, is amended to read: 

20 "16-3-403. To whom table wine distributor may sell. (1) A table wine distributor may sell and 

21 deliver table wine purchased or acquired by Riffi the distributor to: 

22 (a) another table wine distributor, retailer, or common carrier wRiei'! that holds a license issued by 

23 the department of revenue; and 

24 (bl the ElepartFAent an agency liquor store,;--afle 

25 (el a eernFAissien a!:Jent ef the ElepartmeRt. 

26 (2) It shall be~ unlawful for any tahle wine distributor to sell, deliver, or give away any table wine 

27 to be consumed on 5-\fffi the distributor•~ premises or to give, sell, deliver, or distribute any table wine 

28 purchased or acquired by Riffi the distributor to the public." 

29 

30 Section 34. Section 16-3-411, MCA, is amended to read: 
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"16-3-411. Domestic winery. A winery located in Montana and registered pursuant to 16-4-107 

2 may: 

3 (1) import in bulk, bottle, produce, blend, store, transport, or export wine it produces; 

4 (2) sell wine it produces at wholesale to tAo aepartR'loAt or to wine distributors; 

5 (3) sell wine it produces at retail at the winery directly to the consumer for consumption on or off 

6 the premises; 

7 (4) provide, without charge, wine it produces for consumption at the winery; 

8 (5) purchase from the department or its licensees brandy or other distilled spirits for fortifying wine 

9 it produces; or 

10 (6) obtain a special event permit under 16-4-301." 

11 

12 Section 35. Section 16-4-105, MCA, is amended to read: 

13 "16-4-105. Limit on retail beer licenses -- wine license amendments -- off-premises consumption. 

14 ( 1) Except as otherwise provided by law, a license to sell beer at retail or beer and wine at retail, in 

15 accordance with the provisions of this code and the rules of the department, may be issued to any person, 

16 firm, or corporation WM that is approved by the department as a fit and proper person, firm, or corporation 

17 to sell beer, except that: 

18 (a) the number of retail beer licenses that the department may issue for premises situated within 

19 incorporated cities and incorporated towns and within a distance of 5 miles from the corporate limits of 

20 Stief½ those cities and towns sl:lall must be determined on the basis of population prescribed in 16-4-502 

21 as follows: 

22 (i) in incorporated towns of 500 inhabitants or less and within a distance of 5 miles from the 

23 corporate limits of St!el=\ the towns, not more than one retail beer license, which may not be used in 

24 conjunction with a retail all-beverages license; 

25 (ii) in incorporated cities or incorporated towns of more than 500 inhabitants and not over 2,000 

26 inhabitants and within a distance of 5 miles from the corporate limits of Sl"6H the cities or towns, one retail 

27 beer license for eaelt every 500 inhabitants, which may not be used in conjunction with retail all-beverages 

28 licenses; 

29 (iii) in incorporated cities of over 2,000 inhabitants and within a distance of 5 miles from the 

30 corporate limits of Sl"6H the cities, four retail beer licenses for the first 2,000 inhabitants, two additional 
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1 retail beer licenses for the next 2,000 inhabitants or major fraction thereof, and one additional retail beer 

2 license for ea£H every additional 2,000 inhabitants, which may not be used in conjunction with retail 

3 all-beverages licenses; 

4 (bl the number of the inhabitants in SHOO incorporated cities and incorporated towns, exclusive of 

5 the number of inhabitants residing within a distance of 5 miles from the corporate limits thereef of the cities 

6 or towns, shall §evern governs the number of retail beer licenses that may be issued for use within SHOO 

7 the cities and towns and within a distance of 5 miles from the corporate limits thereof of the cities and 

8 towns. If two or more incorporated municipalities are situated within a distance of 5 miles from each other, 

9 the total number of retail beer licenses that may be issued for use in both of Sl:l€fl the incorporated 

10 municipalities and within a distance of 5 miles from their respective corporate limits ~ must be 

11 determined on the basis of the combined populations of both of Sl:l€fl the municipalities and may not exceed 

12 the fere§oiA§ limitations in this section. The distance of 5 miles from the corporate limits of any 

13 incorporated city or incorporated town~ must be measured in a straight line from the nearest entrance 

14 of the premises proposed for licensing to the nearest corporate boundary of SHOO the city or town. 

1 5 (c) retail beer licenses of issue on March 7, 194 7, and retail beer licenses issued under 16-4-11 O, 

16 ~ that are in excess of the foregoing limitations shall be are renewable, but - new licenses may not 

17 be issued in violation of SHOO these limitations; 

18 (d) SHOO these limitations do not prevent the issuance of a nontransferable and nonassignable retail 

19 beer license to an enlisted ffi9fH7 persons', noncommissioned officers', or officers' club located on a state 

20 or federal military reservation on May 13, 1985, or to a post of a nationally chartered veterans' organization 

21 or a lodge of a recognized national fraternal organization if SHeR the veterans' or fraternal organization has 

22 been in existence for a period of 5 years or more prior to January 1, 1949; 

23 (e) the number of retail beer licenses that the department may issue for use at premises situated 

24 outside of any incorporated city or incorporated town and outside of the area within a distance of 5 miles 

25 from the corporate limits thereef of the city or town or for use at premises situated within any 

26 unincorporated tewA shall area must be as determined by the department in the mrnreise ef its ~ 

27 discretion, except that fie 2 retail beer lic:)nse may not be issued for any premises so situated unless the 

28 department determines that the issuance of SHeR the license is required by public convenience and 

29 necessity. 

30 (2) A person holding a license to sell beer for consumption on the premises at retail may apply to 
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the department for an amendment to the license permitting the holder to sell wine as well as beer. The 

2 division may issue~ an amendment if it finds, on a satisfactory showing by the applicant, that the sale 

3 of wine for consumption on the premises would be supplementary to a restaurant or prepared-food 

4 business. A person holding a beer-and-wine license may sell wine for consumption on or off the premises. 

5 Nonretention of the beer license, for whatever reason, shall FAeaA means automatic loss of the wine 

6 amendment license. 

7 (3) A retail license to sell beer or table wine, or both, in the original packages for off-premises 

8 consumption only may be issued to any person, firm, or corporation woo that is approved by the 

9 department as a fit and proper person, firm, or corporation to sell beer or table wine, or both, and whose 

10 premises proposed for licensing are operated as a bona fide grocery store or a drugstore licensed as a 

11 pharmacy. The number of~ licenses that the department may issue is not limited by the provisions of 

1 2 subsection ( 1 l af this seetiaA but sl=laU must be determined by the department in the e>EaFaise af its ~ 

13 discretion, and the department may in the e>EeFeise at its 5elclM discretion grant or deny any application for 

14 any ~ license or suspend or revoke any ~ license for cause." 

15 

16 SECTION 36. SECTION 16 4 207, MCA, IS AMENDED TO READ: 

17 "16 4 207. Netiee of applieatieR iR'lestigatieR p11blieatien pFetest. ( 1) WheA aA applieatiaA 

18 has 13eeA fileel with the elapaFtFAaAt faF a lieaAse te sell aleehelie 13e¥era§es at retail eF te tFaAsfeF a retail 

19 lieeAse, the sepaFtFAeAt shall re\'iew the applieatieA feF eeFApleteAess □As te seteFFAiAe .,.,·hetheF the 

20 applieaAt eF the preFAises te 13e lieeAses meets eriteFia pre,·ises 13y law. The separtmeAt shall request that 

21 the departFAeAt ef justiee iAvestigate the applieatieA as previses iA 16 4 402. If after the iAvestigatieA the 

22 sepaFtFAeAt elees Aet sisea,•eF a 13asis te seA'y' the applieatieA, the separtR'leAt shall pFeR'lptly pul3Iish iA a 

23 Aewspaper et geAeral eireulatieA iA the eity, tewA, er eeuAty fFeR'I whieh the applieatieA eeFAes a Aetiee 

24 that the applieaAt has FA□se applieatieA teF a Fetail lieeAse □As that pretests □§aiAst the issu □Aee et a 

25 lieeAse te the applisam 13•( a peFseA whe has exteAsed eredit ta the traAsfereF er FesiseAts ef the eeuAt'f 

26 freFA •.-,1hieh the applieatieA eeFAes eF adjeiAiA§ MeAtaAa eeuAties FA □',' be FA □iled te a AaFAed adFAiAistratar 

27 iA the departFAeAt et re\leAue withiA 10 days after the fiAal netiee is published. ~letiee et applieatieA fer a 

28 Rew lieense R'lust be published enee a wee!( fer 4 eeAsee11ti,1e v,·eel(s. ~letiee ef applieatieA fer traAsfer et 

29 a lieeAse FA11st be p11blisheEl eAee a weel( feF 2 eeAses11ti,·e weel(s. ~letiee R'la•; l:le s11bstamially iA the 

30 fell0•1t1iAg ferFA: 
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NOTICE OF APPLIGATIO~I FOR RETAIL Abb BEVERAGES LIGE~lSE 

2 ~lotioe is given that on the .... Elav of .... , 1 Q .. , ono (AaR1e of applioant) filoEl an applioation for a 

3 retail all beverages license with the Monte. ElepartR1ent of reYenue, to be useEl at (Eleseribe loeation of 

4 preR1isos where beverages are to be sol El). A person who has e*tenElea ereait to the transfernr ana resiaents 

5 of ...... ea unties R18V pretest against the iss1c1anee of the lieense. Protests R1ay be R1ailea to .... , aepartR1ent 

6 of re11en1c1e, l-lelena, Montana, on or before the .... Elav of .... , 1 Q ... 

7 E)atea ..... ............. Signea ............... .. 

8 AE:>MINISTRATOR 

g (2) Eaeh ar,plieant shall, at the tiR1e of filin!J an applieation, pay to the E1epartR1ent an aR101c1nt 

1 O s1c1ffieient to cover the costs of p1c1blishing the netiee. 

11 (6) If the aElR1iAistrator receives AO written protests, the E1epartR1ent R18V iss1c1e or transfer the 

12 license witho1c1t holaing a p1c1blie hoarin9. If the issuaneo er transfer ef a lieenso is R1aE1e without holaing a 

13 r3ublie hearin§, the issuanoe er transfer R11c1st be 00R1r3letea within 40 Elays of tho last Elate of r3ublication 

14 unaer subseetien ( 1 l. If written prntests by a persen whe has eiEtenElea ereElit to the transferer or resiElents 

15 of the eountv froR1 which the application eoR1es or aajeininEJ Montana ee1c1nties a9ainst the issuanee or 

16 transfer of the license are recei11eE1, the aepartR1eAt shall hole a p1c1blie heariAEj. Unless a later Elate is set 

17 by agreeR1ent between the ar3r3lieant ans the aer3artR1eAt, the r3ublic heariAEJ R11c1st be hela within 60 says 

18 et the last Elate of r3ublieation 1c1naer subseetion 11)." 

19 

20 Section 36. Section 16-4-401, MCA, is amended to read: 

21 "16-4-401. License as privilege -- criteria for decision on application. (1) A license under this code 

22 is a privilege which the state may grant to an applicant and is not a right to which any applicant is entitled. 

23 (2) Except as provided in subsection (6), in the case of a license that permits on-premises 

24 consumption, the department must find in every case in which it makes an order for the issuance of a new 

25 license or for the approval of the transfer of a license that: 

26 (al in the case of an individual applicant: 

27 (i) the applicant will not possess an ownership interest in more than one establishment licensed 

28 under this chapter for all-beverages sales; 

29 (ii) the applicant does not possess an ownership interest in an agency liquor store as defined in 

30 16-1-106; 
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Mlliil the applicant or any member of fli& the applicant's immediate family is without financing from 

2 or any affiliation to a manufacturer, importer, bottler, or distributor of alcoholic beverages; 

3 fiiiHlYl the applicant is a resident of the state and is qualified to vote in a state election; 

4 fw+M the applicant's past record and present status as a purveyor of alcoholic beverages and as 

5 a blclsinessFAan business person and citizen demonstrate that J.e the applicant is likely to operate fli& the 

6 establishment in compliance with all applicable laws of the state and local governments; and 

7 MiYil the applicant is not under the age of 19 years; and 

8 (b) in the case of a corporate applicant: 

9 (ii the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

10 (2)(a)(iii) (2)(a)(iv); 

11 (ii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

12 applicant listed in subsection (2)(a) af tRis seetian; 

13 (iii) the corporation is authorized to do business in Montana; and 

14 (iv) in the case of a corporation not listed on a national stock exchange, each owner of stock meets 

15 the requirements of subsection (2)(a)(i) and (2)(a)(ii); and 

16 (c) in the case of any other business entity as applicant: 

17 (i) if the applicant consists of more than one individual, all must meet the requirements of 

18 subsection I2)(a); and 

19 (ii) if the applicant consists of more than one corporation, all must meet the requirements of 

20 subsection (2)(b). 

21 (31 In the case of a license that permits only off-premises consumption, the department must find 

22 in every case in which it makes an order for the issuance of a new license or for the approval of the transfer 

23 of a license that: 

24 (a) in the case of an individual applicant: 

25 (i) the applicant will not possess an ownership interest in more than one establishment licensed 

26 under this chapter for all-beverages sales; 

27 (ii) the applicant does not possess an ownership interest in an agency liquor store as defined in 

28 16-1-106; 

29 Mlliil the applicant or any member of fli& the applicant's immediate family is without financing from 

30 or any affiliation to a manufacturer, importer, bottler, or distributor of alcoholic beverages; 
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fi-iiHlYl the applicant has not been convicted of a felony or, if the applicant has been convicted of 

2 a felony, fl+& the applicant's rights have been restored; 

3 MM the applicant's past record and present status as a purveyor of alcoholic beverages and as 

4 a tiusinessrnan business person and citizen demonstrate that He the applicant is likely to operate fl+& the 

5 establishment in compliance with all applicable laws of the state and local governments; and 

6 Mtill the applicant is not under the age of 19 years; and 

7 (bl in the case of a corporate applicant: 

8 (i) the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

9 (3)1a)liii) (3)(a)(iv); 

1 0 (ii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

11 listed in subsection (3)(a) of this section; and 

1 2 (iii) the corporation is authorized to do business in Montana; and 

13 (c) in the case of any other business entity as applicant: 

14 (i) if the applicant consists of more than one individual, all must meet the requirements of 

15 subsection (3)(a); and 

16 (ii) if the applicant consists of more than one corporation, all must meet the requirements of 

17 subsection (3)(b). 

18 (4) In the case of a license that permits the manufacture, importing, or wholesaling of an alcoholic 

1 9 beverage, the department must find in every case in which it makes an order for the issuance of a new 

20 license or for the approval of the transfer of a license that: 

21 (a) in the case of an individual applicant: 

22 (i) the applicant has no ownership interest in any establishment licensed under this chapter for retail 

23 alcoholic beverages sales; 

24 (ii) the applicant does not possess an ownership interest in an agency liquor store as defined in 

25 16-1-106; 

26 Wiliil the applicant has not been convicted of a felony or, if the applicant has been convicted of 

27 a felony, fl+& rights have been restored; 

28 4i-iiJ,_[j_y_]_ the applicant's past record and present status as a purveyor of alcoholic beverages and as 

29 a tiusinessAlan business person and citizen demonstrate that M-+S the applicant likely to operate fl+& the 

30 establishment in compliance with all applicable laws of the state and local governments; 
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MM the applicant is not under the age of 19 years; and 

MiY.ll an applicant for a wholesale license is neither a manufacturer of an alcoholic beverage nor 

is owned or controlled by a manufacturer of an alcoholic beverage; and 

(b) in the case of a corporate applicant: 

(i) the owners of at least 51 % of the outstanding stock meet the requirements of subsection 

I4)(a)(iil (4)(a)(iii); 

(ii) each owner of 10% or more of the outstanding stock meets the requirements for an individual 

listed in subsection (4)(a) of this section; 

(iii) an applicant for a wholesale license is neither a manufacturer of an alcoholic beverage nor is 

owned or controlled by a manufacturer of an alcoholic beverage; and 

(iv) the corporation is authorized to do business in Montana; and 

(c) in the case of any other business entity as applicant: 

(i) if the applicant consists of more than one individual, all must meet the requirements of 

subsection (4)(a); and 

(ii) if the applicant consists of more than one corporation, all must meet the requirements of 

subsection (4)(b). 

(5) In the case of a corporate applicant, the requirements of subsections (2)(b), (3)(b), and (4)(b) 

apply separately to each class of stock. 

(6) The provisions of subsection (2) do not apply to an applicant for or holder of a license pursuant 

to 16-4-302." 

22 SECTIQN 38. SECTlml Hi 4 40e, MCA. IS AMENl)l;I) TO RleAI): 

23 "16 4 4Qli. DeRial ef lieeRse timeliness. ( 1) The ElepartrneRt may EleRy the issuaRee of a retail 

24 alsoholie llovora11es lisonso if it ElotorrniRos that tho promises proposea for liooRSiR!I are off re11ular polieo 

25 lloats aREl eaRRot Ile properly pelieea lly leeal autheritios. 

26 (2) A retail lieeRse may Ret Ile issuea lly the ElopartR'leRt fer a preR'lisos situatea withiR a 2eRe ef 

27 a eity er te..,m where tho sale ef alseholie llo\·era11es is prohillitea lly orEliRaRee, a eertifiea eep>,r of whieh 

28 has Ileen files with tho Elopartrnent. 

29 (31 A lieonse unaer this eeae R'lay net Ile issuoa if tho ElepartrneRt fines freR'I the e¥iEleRee at the 

30 . hearin11 hela pldrsuant te 1 e 4 207(3) that: 
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1 (al tAe ,,.,elfare of tAe 13eo13le residiAg iA tlcie vieiAity of tlcie 13reA1ises for wlciieA the lieeAse is desired 

2 will 130 adversely aAd seriot:1sly affeeted; 

3 (131 there is Rot a 13t:1131ie eoA,•eAieAee aAd Aeeessity jt:1stifieatioA; 

4 (el tAe a1313lieaAt or tAe 13reFAises 13ro13osed for liseAsiAg fail to FAeet the eli§il3ility or suital3ility 

5 eriteria esta131islcied 13y tlciis eede; er 

6 (dl the 13ur130ses of this eede will Rot 13e carried et:1t 13y tAe isst:1aAee of tl=io liooAso. 

7 (4) The heariA§S el!aFAiAer shall issue a proposed deeisioA to graAt or deAy a lieeAse withiA €JO days 

8 after holdiAq a pul31ie lcieariAq t:1Ader 1 €l 4 207. 'NithiA 4 e da;•s of the el!piratioA of the tiFAe period for 

9 writteA mweptioAs or, if there are oral arqt:1A1eAts 1 witAiA 4 e da•ts after oral arqt:1A1eAts are Reid 13efore tlcie 

10 departA10At, tAe departA1eAt slciall either qraAt or deAy a lieeAse a13plioatioA." 

11 

12 Section 37. Section 16-6-107, MCA, is amended to read: 

13 "16-6-107. Disposal of forfeited alcoholic beverages -- report. ( 1) If a court or hearing examiner 

14 orders the forfeiture of alcoholic beverages under this code or if a claimant to an alcoholic beverage under 

15 16-6-105 or 16-6-106 fails to establish the claimant's right to the alcoholic beverage, the alcoholic 

16 beverage in question and the packages in which the alcoholic beverage is kept must be delivered to the 

17 department. The department shall determine the market value of each forfeited alcoholic beverage found 

18 to be suitable for sale in tAe state agency liquor stores and shall pay the amount determined to the state 

19 treasurer after deducting any expenses incurred by the department for transporting the forfeited alcoholic 

20 beverage to the state liquor warehouse. The alcoholic beverage suitable for sale in a-stare an agency liquor 

21 store must be taken into stock by the department and sold under the provisions of this code. All alcoholic 

22 beverages found to be unsuitable for sale in &!ate agency liquor stores must be destroyed by the 

23 department. 

24 (2) If an alcoholic beverage is seized by a peace officer, the officer shall report to the department 

25 in writing the particulars of the seizure." 

26 

27 Section 38. Section 16-6-303, MCA, is amended to read: 

28 "16-6-303. Sale of liquor not purchased from state agency liquor store forbidden -- penalty. It is 

29 unlawful for any licensee to sell or keep for sale or have on Ris the licensee's premises for any purpose 

30 whatever any liquor except that purchased from tAo stato an agency liquor store, and any licensee found 

~na Legislative caunr:/1 
- 36 - HB 574 



54th Legislature HB0574.04 

1 in possession of or selling and keeping for sale any liquor~ that was not purchased from a state an 

2 agency liquor store shall, upon conviction, be punished by a fine of not less than $500 or more than 

3 $1,500, by imprisonment for not less than 3 months or more than 1 year, or by both StteR fine and 

4 imprisonment. If the department is satisfied that anv s1cJeh the liquor was knowingly sold or kept for sale 

5 within the licensed premises by the licensee or by J:Hs the licensee's agents, servants, or employees, the 

6 department shall immediately revoke the license." 

7 

8 Section 39. Section 17-8-244, MCA, is amended to read: 

9 "17-8-244. Exemptions. ill Section 17-8-242 does not apply to the following: 

10 f+Hfil inter agency or intergovernmental transactions; 

11 f~·H.!21 claims subject to a good faith dispute; 

12 ~ill delinquencies due to natural disasters, disruptions in postal or delivery service, work 

13 stoppage due to labor disputes, power failures, or any other cause resulting from circumstances clearly 

14 beyond the control of the payer agency; 

15 f4t{QJ. contracts entered into before October 1, 1983; 

16 ™M wages due and payable to state employees or payments from any state retirement system 

17 created pursuant to Title 19; or 

18 «»ill claims submitted to the state or to its fiscal intermediary by providers of supplies or services 

19 under the Montana medicaid or workers' compensation program if reasonable cause for nonpayment exists. 

20 (2) In the case of liquor withdrawn from bailment in the state liquor warehouse by the department 

21 of revenue for the purpose of resale through agency liquor stores, payment is timely if paid within 60 days 

22 after the product is withdrawn." 

23 

24 Section 40. Section 30-9-104, MCA, is amended to read: 

25 "30-9-104. Transactions excluded from chapter. This chapter does not apply: 

26 I 1) to a security interest subject to any statute of the United States such as the Ship Mortgage Act, 

27 1920, to the extent that 5tKffi the statute governs the rights of parties to and third parties affected by 

28 transactions in particular types of property; 

29 (2) to a landlord's lien; 

30 (3) to a lien given by statute or other rule of law for services or materials except as provided in 
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1 30-9-310 on priority of such liens; 

2 14) to a transfer of a claim for wages, salary, or other compensation of an employee; 

3 15) to a transfer by a government or governmental subdivision or agency; 

4 16) to a sale of accounts or chattel paper as part of a sale of the business out of which they arose, 

5 or an assignment of accounts or chattel paper which is for the purpose of collection only, or a transfer of 

6 a right to payment under a contract to an assignee who is also to do the performance under the contract, 

7 or a transfer of a single account to an assignee in whole or partial satisfaction of a preexisting 

8 indebtedness; 

9 (7) to a transfer of an interest or claim in or under any policy of insurance, except as provided with 

1 O respect to proceeds (30-9-306) and priorities in proceeds 130-9-312); 

11 (8) to a right represented by a judgment (other than a judgment taken on a right to payment which 

12 was collateral); 

13 (9) to any right of setoff; 

14 (10) except to the extent that provision is made for fixtures in 30-9-313, to the creation or transfer 

15 of an interest in or lien on real estate, including a lease or rents lReFel:lREleF under the lease; 

16 ( 11 l to a transfer in whole or in part of any claim arising out of tort; &f 

17 ( 12) to a transfer of an interest in any deposit account (30-9-105( 1 )), except as provided with 

18 respect to proceeds (30-9-306) and priorities in proceeds (30-9-312); or 

19 ( 13) to liquor in an agency liquor store as defined in 16-1-106." 

20 

21 NEW SECTION. Section 41. Repealer. Sections 16-2-302 and 16-2-303, MCA, are repealed. 

22 

23 NEW SECTION. Section 42. Codification instruction. [Sections 9 aREI 10 7 A~ID B 9 AND 10] are 

24 intended to be codified as an integral part of Title 16, chapter 2, part 1, and the provisions of Title 16, 

25 chapter 2, part 1, apply to [sections 9 aREI 1 O 7 A~ID B 9 AND 1 OJ. 

26 

27 NEW SECTION. Section 43. Effective date. (1) Except as provided in (2), [this act] is effective 

28 on passage and approval. 

29 (2) [Section ~ 2-e ~ 26] is effective July 1, 1995. 

30 
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2 

NEW SECTION. SECTION 44. TERMINATION. [SECTION~ 39] TERMINATES JUNE 30, 1997. 

-END-
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