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Fiscal Note 2015 Biennium 

Bill # HB0616 Title:
Revise licensing for breweries and holders of beer and 
all-beverages licenses

Primary Sponsor: Hagan, Roger A Status: As Introduced No

   Significant Local Gov Impact

   Included in the Executive Budget

   Needs to be included in HB 2

   Significant Long-Term Impacts

   Technical Concerns

   Dedicated Revenue Form Attached

 

FY 2014 FY 2015 FY 2016 FY 2017
Difference Difference Difference Difference

Expenditures:
   General Fund $0 $0 $0 $0
   Other (Enterprise) $6,000 $11,600 $11,600 $11,600

Revenue:
   General Fund $1,439,477 $1,454,021 ($25,725) ($26,385)
   Other (Enterprise) $6,000 $11,600 $11,600 $11,600

Net Impact-General Fund Balance: $1,439,477 $1,454,021 ($25,725) ($26,385)

FISCAL SUMMARY

 
Description of fiscal impact:  HB 616 changes the definition of a small brewery, and places limitations on the 
total amount of beer that may be provided in a small brewery sample room based on a consumption-to-
production ratio. Brewers exceeding these limits, but producing less than 60,000 barrels of beer annually, may 
purchase a beer retailer’s license (BRL), an all-beverage license (ABL), or a restricted BRL for $100,000, if the 
quota limit has been met in a location.  
 

FISCAL ANALYSIS 
 
Assumptions: 
1. HB 616 changes the definition of small brewery. Under current law, a “small brewery” (a brewery that has 

an annual nationwide production between 100 and 10,000 barrels) may sell or provide for free up to 48 
ounces of beer per individual per day that was brewed and fermented on the premises.  
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2. HB 616 places limitations on the total amount of beer that may be provided in the small brewery sample 
room, whether sold or provided without charge. This limit is based on a percentage of the brewery’s total 
annual samples of beer provided in the sample room to the total annual amount of beer brewed and 
fermented on the premises where the samples are provided. Beer that is sold on the premises for 
consumption either on or off the premises is included in the calculation for total annual samples provided.  

3. The sample room consumption to production limitations are based on consumption and production in the 
prior calendar year and are as follows: 100 percent of production for the first 300 barrels a year, and 40 
percent for any production over 300 barrels a year. 

4. HB 616 allows for licensed brewers or breweries manufacturing less than 60,000 barrels of beer annually to 
purchase a beer retailer’s license (BRL) or an all-beverage license (ABL) in the event they exceed the 
sample room consumption ratios. A brewer or brewery that obtains a BRL or an ABL is no longer 
considered a small brewery. 

5. HB 616 also allows for a person that currently holds a BRL or an ABL to become a licensed brewer or 
brewery for the purpose of manufacturing less than 60,000 barrels of beer annually.  

6. A person licensed as a brewer/brewery may not purchase or hold both a BRL and an ABL.   
7. A person licensed as a brewer/brewery and a BRL or ABL shall maintain a business for both the 

brewer/brewery license and the BRL/ABL, and is subject to all applicable license fees.  
8. A person licensed as a brewer/brewery and holding either a BRL or ABL is not subject to a limitation on the 

amount of beer provided by the brewery operation to the retail operation, is not subject to small brewery 
sample room time and ounce limitations, and is not subject to the small brewery consumption to production 
percent limitations. 

9. The BRL and the ABL are on a quota system – there are a limited amount of licenses per city or county. 
Therefore, a licensed brewer that operates a small brewery at the time this bill becomes effective may 
purchase a “restricted” BRL from the Department of Revenue, even if the quota is met in the location of the 
small brewery. The cost of the restricted BRL is $100,000 and all revenue from this fee is deposited in the 
general fund, per 17-2-124, MCA. 

10. There are currently 41 licensed breweries in Montana. Of these 41 breweries, 40 of them are considered 
small breweries.  

11. Of these 40 small breweries, 29 are located in a city or county where the quota is met for the ABLs and the 
BRLs and the price for a BRL on the open market is, in general, higher than $100,000. This fiscal note 
assumes that these 29 breweries would purchase this restricted BRL, regardless of their current consumption 
to production level. 

12. Six of the 40 small breweries are located in a city or county where the BRL quota is not met. By current 
law, they have the option to purchase this license for $200. This fiscal note assumes that these breweries do 
not purchase a BRL.  

13. Five of the 40 small breweries are located in a city or county where the quota is met for the ABLs and the 
BRLs, but the price on the open market is, in general, lower than $100,000. This fiscal note assumes that 
these breweries do not purchase a restricted BRL. 

14. A small brewery has two years to comply with this law. This fiscal note assumes that 15 of the small 
breweries purchase the restricted BRL in FY 2014, and 14 purchase the restricted BRL in FY 2015, creating 
$2,900,000 in general fund revenue (FY 2014 = 15*$100,000 and FY 2015 = 14*$100,000).  

15. Under HB 616, after five years from purchasing this license, the brewery may choose to keep the restricted 
BRL and continue to operate as is or they may sell the restricted BRL on the open market and comply with 
the 40% consumption to production ratio to be considered a small brewery again. 

16. Each BRL is subject to an annual renewal fee of $200, or $400 if they add a wine amendment. This fiscal 
note assumes that each of the 29 breweries pay the $400 renewal fee, resulting in additional revenue of 
$6,000 in FY 2014 (for the first 15 breweries), and $11,600 in each fiscal year thereafter.   

17. Breweries that start up after the effective date of this bill and breweries currently selling over 10,000 barrels 
of beer do not have the option to purchase the restricted BRL for $100,000. They are subject to the quota 
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system and must purchase a BRL or an ABL from another licensee and therefore will not generate new 
revenue to the state from that transaction.  

18. The Department of Revenue will need 1 FTE for FY 2014 and 2015 to process applications and assist in this 
transition at a cost of $50,157 in FY 2014 and FY 2015. In FY 2016 and 2017, this is reduced to 0.5 FTE to 
perform on-going compliance work at a cost of $30,023 in FY 2016 and $30,578 in FY 2017.  

19. Total operating costs are $16,366 (including $3,269 of one-time-only office set up costs, and one-time IT 
development costs of $6,000) in FY 2014, $7,422 in FY 2015, $7,302 in FY 2016 and $7,407 in FY 2017. 

20. Expenditures are funded from the Liquor Enterprise Fund. License renewal fees are initially deposited in the 
Liquor Enterprise Fund. Net profits from this fund are transferred to the general fund at fiscal year end. 
Therefore there will be an increase in general fund revenue of $1,439,477 in FY 2014, $1,454,021 in FY 
2015 and a loss of revenue of $25,723 in FY 2016, and $26,384 in FY 2017. 

21. This act is effective upon passage and approval.  
 

FY 2014 FY 2015 FY 2016 FY 2017
Difference Difference Difference Difference

Fiscal Impact:
FTE 1.00 1.00 0.50 0.50

Expenditures:
  Personal Services $50,157 $50,157 $30,023 $30,578
  Operating Expenses $16,366 $7,422 $7,302 $7,407
  Transfers (To GF) ($60,523) ($45,979) ($25,725) ($26,385)
     TOTAL Expenditures $6,000 $11,600 $11,600 $11,600

Funding of Expenditures:
  General Fund (01) $0 $0 $0 $0
  Other (Enterprise) $6,000 $11,600 $11,600 $11,600
     TOTAL Funding of Exp. $6,000 $11,600 $11,600 $11,600

Revenues:
  General Fund (01) $1,439,477 $1,454,021 ($25,725) ($26,385)
  Other (Enterprise) $6,000 $11,600 $11,600 $11,600
     TOTAL Revenues $1,445,477 $1,465,621 ($14,125) ($14,785)

  General Fund (01) $1,439,477 $1,454,021 ($25,725) ($26,385)
  Other (Enterprise) $0 $0 $0 $0

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

 
 
 
Technical Notes: 
1. Section 1 of the bill may conflict with 16-3-213, MCA.  
2. Section 9(7) establishes restrictions of the “restricted beer retailer’s license”, by amending 16-4-107, MCA. 

Section 9(7) establishes a requirement that the license may not be sold or transferred for a period of 5 years 
from the date of purchase. However, Section 15 terminates Section 9(7) two years after the effective date of 
the act. It is presumably intended that the 5-year restriction on transfers would continue, but that language 
will be stricken from the statute after two years. It is also not clear whether the intention is that the gambling 
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restriction and the non-quota status of these restricted licenses is intended to continue indefinitely or to 
terminate after two years.  
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