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Fiscal Note 2015 Biennium

Bill #

HB0425

Title:

Revise laws related to the sale of fortified wine

|Primary Sponsor: | Pomnichowski, JP

| |Status: | As Introduced

[0  Significant Local Gov Impact

O Included in the Executive Budget

Needs to be included in HB 2

O Significant Long-Term Impacts

Technical Concerns

[0 Dedicated Revenue Form Attached

Expenditures:
General Fund

Other (Enterprise)

Revenue:
General Fund

Other (Enterprise)

Net Impact-General Fund Balance:

Description of fiscal impact:

FISCAL SUMMARY

FY 2014 FY 2015 FY 2016 FY 2017
Difference Difference Difference Difference
$0 $0 $0 $0
$8,800 $0 $0 $0
($48,600) $0 $0 $0
$8,800 $0 $0 $0
($48,600) $0 $0 $0

HB 425 separates fortified wine from current liquor types. The bill imposes a

one-time initial license fee of $400 and an ongoing $0.01 per liter tax on fortified wine sold from a distributor to
an agency liquor store. Administration of this bill requires the creation of a new tax type in the department’s
accounting and information system, as well as the creation of a new form

Assumptions:
1. HB 425 creates a new definition for fortified wine, separating it from other liquor types.

FISCAL ANALYSIS

2. This bill requires that a person who sells and distributes fortified wine obtain licensure, at a one-time fee of
$400. In addition, an annual $400 licensure fee is required to sell and distribute table wine and/or fortified
wine. Currently, there are six wine distributors and sixteen beer/wine distributers. This fiscal note assumes
these 22 persons will also obtain fortified wine licensure. License fees are deposited in the liquor enterprise
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Fiscal Note Request — As Introduced (continued)

fund. The liquor enterprise fund revenue from the fortified wine licensure is estimated to be a one-time
revenue increase of $8,800 (22 * $400) in FY 2014.

3. The implementation of a fortified wine tax type will require changes to existing systems, as shown in the
table below.

One Time Costs Related to HB 425
Add Fortified Wine Tax to Liquor License and Excise Tax (LLET)
Accounting and Information System $26,000
Add New Revenue Accounting for LLET Accounting and Information
System $12,000
Changes to the Wholesale License Account $13,200
Changes to the Off Premises License Account Attributes $1,200
Changes to the One Stop License Application for Off Premises
Licenses S600
Creation and Testing of New Form for Fortified Wine Tax Type $4,400
Total $57,400
FY 2014 FY 2015 FY 2016 FY 2017
Difference Difference Difference Difference
Fiscal Impact:
Expenditures:
Operating Expenses $57,400 $0 $0 $0
Transfers (to General Fund) ($48,600) $0 $0 $0
TOTAL Expenditures $8,800 $0 $0 $0

Funding of Expenditures:

General Fund (01) $0 $0 $0 $0
Other (Enterprise) $8,800 $0 $0 $0
TOTAL Funding of Exp. $8,800 $0 $0 $0
Revenues:
General Fund (01) ($48,600) $0 $0 $0
Other (Enterprise) $8,800 $0 $0 $0
TOTAL Revenues ($39,800) $0 $0 $0

Net Impact to Fund Balance (Revenue minus Funding of Expenditures):

General Fund (01) ($48,600) $0 $0 $0
Other (Enterprise) $0 $0 $0 $0
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Fiscal Note Request — As Introduced (continued)

Technical Notes:

1.

Page 3, line 13 excludes fortified wine from the definition of liquor. However, other language within the bill
references posted price with respect to fortified wine. Currently, the definition of posted price under 16-1-
106, MCA, applies only to liquor and sacramental wine.

Page 3, line 13 excludes fortified wine from the definition of liquor. However, this seems contradictory to
other language in the bill. The department assumes the intent of the bill is to retain fortified wine in the
definition of liquor. The exclusion of fortified wine from the definition of liquor would prevent an all-
beverage licensee from selling fortified wine.

The definition of table wine and fortified wine overlap at 16% alcohol by volume. Fortified wine could be
defined as “....wine that contains more than 16% alcohol by volume...” Table wine is currently defined as
wine that is not more than 16% alcohol by volume.

Tax on page 5, line 29 should reference 16-1-401 and 16-1-404, MCA, (liquor excise and license tax
statutes), not 16-1-402, MCA.

Page 19, line 3 would not allow a supplier to fix the price at which a distributor shall resell fortified wine.
Currently, the price of fortified wine is fixed until a new quote is submitted to the department to adjust the
price. If this process is to continue, fortified wine should be removed from this section.

The definition of posted price may need to be amended to include fortified wine, as it would now only apply
to liquor. However, throughout the bill it refers to fortified wine as having a posted price.

Page 11, line 6 and 7 may need to reference that the agency liquor store may sell below the posted price to a
retail licensee if the fortified wine is purchased in a full case lot and is a regular listed item through the state
liquor warehouse.

Page 19 starting with line 13, 16-4-107, MCA, may need to include language that states the winery must not
sell fortified wine below the department’s posted price.

Sponsor’s Initials Date Budget Director’s Initials Date
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