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ACTI ON NARRATI VE
3:16: 58 PM

CHAIR KURT COLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:16 p.m Representatives O son,
Hughes, Kito, Tilton, and LeDoux were present at the call to
order. Representative Josephson arrived as the neeting was in
pr ogr ess.

HB 304- ELECTRNC TAX RETURNS; TOBACCO & E-ClI GS TAX

3:17: 05 PM

CHAI R OLSON announced that the only order of business would be
HOUSE BILL NO 304, "An Act requiring the electronic subm ssion
of a tax return or report wth the Departnent of Revenue;
relating to the taxes on cigarettes and tobacco products; taxing
el ectronic snoking products; adding a definition of 'electronic
snoki ng product'; and providing for an effective date."

3:17:45 PM

KEN ALPER, Director, Tax Division, Departnment of Revenue,
provided a PowerPoint presentation entitled, "C garette and
Tobacco Products Taxes HB304." He infornmed the commttee HB 304
is the governor's tobacco tax bill related to cigarette and
t obacco products, electronic tax return filing, and taxing
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el ectronic cigarettes, which are currently exenpt from Al aska's
t obacco tax reginme [slide 2].

CHAI R OLSON questioned whether only electronic cigarettes (e-
cigarettes) containing nicotine wiuld be taxed.

MR. ALPER said all e-cigarettes would be taxed, except those
containing a marijuana product - which would be taxed el sewhere
- or unless they are declared by the US. Food and Drug
Adm nistration (FDA), U S. Departnment of Health and Human
Services, to be a tobacco cessation product, which are also
exenpt . Tobacco has been taxed in Alaska beginning in 1949,
with one tax on cigarettes and another on other tobacco
products. The tax on other tobacco products was repealed for 33
years and reinstated in 1988, at 25 percent of the whol esale
price [slide 3]. In 1999, taxes on other tobacco products was
raised to 75 percent of the wholesale price. M. Al per
clarified that revenue from the other tobacco products tax is
general fund (GF) revenue. There are two separate taxes on
cigarettes: a base tax of $0.038 per cigarette, which is
designated to the School Fund, DOR, and an additional tax of
$0.062 per cigarette, of which 8.9 percent goes to the Tobacco
Use Education and Cessation Fund, and the remainder goes to
unrestricted G- [slide 4]. The bill proposes to increase the
additional tax from $0.062 to $0. 112 per cigarette; the previous
taxes totaled $0.10 per cigarette, thus with the addition, the
two taxes would total $0.15 per cigarette, or an increase from
$2 per pack to $3 per pack. The increase to the additional tax
instead of to the base tax nmeans 91 percent of the new revenue
would go to G-, The bill also proposes to increase the tax on
ot her tobacco products from 75 percent to 100 percent of
whol esale value [slide 5]. Furthernmore, HB 304 adds e-
cigarettes to the tax on other tobacco products. M. Al per
explained that the current definition of other tobacco products
does not enconpass e-cigarettes; therefore, the bill adds a new
definition of electronic products, clarifies the definition of
whol esale price of a tobacco product or electronic snoking
device, and requires electronic filing [slide 6]. Currently,
Al aska's tobacco taxes are higher than the U S. average:
cigarettes are taxed at the eleventh highest rate of fifty
states, and other tobacco products nay be at the eighth highest
percentage, thus HB 304 would rank Alaska's tax rates the fifth
hi ghest on cigarettes, and the highest on other tobacco products
[slide 7].
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CHAIR OLSON recalled that in the State of New York, tobacco
taxes were raised $1 per pack, and revenue declined because
consuners purchased cigarettes out of state.

3:23: 53 PM

MR. ALPER suggested consuners may purchase products el sewhere
or change their snoking habits. In further response to Chair
A son, he acknow edged that Al aska consunmers do have cigarettes
shi pped by mail; however, if caught by the Tax Division, the
consuner must pay the tax.

REPRESENTATI VE JOSEPHSON questioned whether the U S. Postal
Service aids the Tax Dwvision in investigations into tax
evasi on.

MR, ALPER said DOR has a Cimmnal Investigation Unit. He
deferred to the deputy director.

3:25: 43 PM

BRANDON SPANCS, Deputy Director, Tax Division, Departnment of
Revenue, said distributors are required to notify the Tax
Di vi sion when shipping products into the state. However, online
di stributors do not provide information, and the division uses
"ot her means" such as records of court cases in other states.

REPRESENTATI VE LEDOUX inquired as to the cost of collecting
taxes from an individual who illicitly purchased "a package of
cigarettes over the Internet.”

MR. ALPER advised that overall the Crimnal Investigation Unit,

DOR, recovers nore than its expenses; it also serves as a
deterrent. He gave exanples of efforts made by consuners to
avoi d tobacco taxes. Returning attention to the revenue i npact
of HB 304, he said the anobunt of new revenue estimated from the
bill is $29 mllion: of $24 mllion raised by increasing the
cigarette tax, $2 mllion would go to the Tobacco Use Education

and Cessation Fund and $22 million to G~ of $5 million raised
by the increase of the other tobacco tax, all would go to GF
[slide 8]. He pointed out that the expected revenue in [Fisca
Note Identifier: HB304- DHSS- CDPHP- 2- 18- 16] shrinks in the
future, because the use of tobacco in Al aska is declining.

3:29: 02 PM
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REPRESENTATI VE HUGHES asked whether the School Fund referred to
on slide 4 can be used for any educational purpose.

MR. ALPER explained that the base tax is not raised by the bil
and thus "avoids the School Fund issue.” The new noney woul d be
split between GF and the Tobacco Use Education and Cessation
Fund.

MR. SPANCS said he was unable to explain how the School Fund is
used.

MR. ALPER said he would provide information in that regard.

VR. SPANGS, referring to Representative LeDoux's earlier
guestion, said the Tax Division is required, under the [Master
Settlenment Agreenent of 1998] between the state and the tobacco
manuf acturers, to enforce assessnents or |ose paynents from the
parti ci pating manufacturers.

REPRESENTATI VE LEDOUX restated her interest in know ng the cost
versus revenue frominvestigations.

MR. ALPER inforned the conmttee that the master settlenent
agreenent garners the state a lot of noney from the tobacco
industry; in order to receive the settlenent noney, the state is
required to diligently investigate untaxed «cigarette use.
Returning to the subject of revenue, he said the revenue
estimates are based on the 2015 fall revenue forecast and do not
refl ect changes in behavior, such as stockpiling. Furt her nore
DOR | acks data to estimate revenue from the e-cigarette portion
of the bill [slide 9].

REPRESENTATI VE JOSEPHSON asked if DOR has a stance on whether e-
cigarettes are safe and hel p wean snokers from tobacco.

MR ALPER said DOR is silent in this regard; however, in
existing language, if a substance is declared a tobacco
cessation product by the federal governnent, such as a nicotine
patch, the state does not inpose a tax.

REPRESENTATI VE HUGHES expressed her understanding that in
Engl and, e-cigarettes are classified as a cessation device.

MR. ALPER pointed out that the proposed tax on e-cigarettes is
increasing from zero to 100 percent, which wuld have a
substantial inpact on a new and grow ng i ndustry. E-cigarettes
are the subject of an ongoi ng debate.

HOUSE L&C COWM TTEE - 5- February 19, 2016



3:34:40 PM

REPRESENTATI VE LEDOUX observed that the presentation does not
provi de analysis on whether increased taxes affect consunption
and yet indicates that there would be a slight decrease in
consunption due to higher prices. She questioned this
contradiction.

MR.  ALPER acknow edged that slide 13 should say "potential
i npacts" as DOR econom sts are aware that taxes change behavi or,
al t hough the inpact is unknown. Furthernore, he noted that the
state accunul ates health costs associated with the consunption
of tobacco, thus there may be health care savings, also unknown.
In further response to Representative LeDoux he said, "W are
calculating the noney based upon our existing formulas and
expectations of consunption ... we are aware - at a second order
| evel of analysis - that it's likely there could be reductions
in consunption, which would be hopefully nore than offset by
reductions in health care costs."

REPRESENTATI VE LEDOUX suggested DOR change its slides.

REPRESENTATI VE HUGHES asked whether DOR consulted health care
providers prior to its decision to tax e-cigarettes; she rel ated
reports from physicians in Al aska that are concerned about the
bill because e-cigarettes are useful snoking cession aids.

MR. ALPER stated DOR consulted with the office of Dr. Jay
Butler, Director, D vision of Public Health, Departnment of
Health and Social Services (DHSS). He expressed a desire to
research this issue.

3:39: 27 PM

REPRESENTATI VE HUGHES asked whether other states are taxing e-
ci garettes.

MR. SPANCS answered yes. He added that other states are taxing
t hrough statute, or through regulation, by stating that unless a
manuf acturer proves that the nicotine used in a product is not
derived from tobacco, it is taxed. In response to Chair d son

he said he would provide a |list of the taxing states.

REPRESENTATI VE LEDOUX questi oned whether the entire kit of an e-
cigarette woul d be taxed, noting that the kits are expensive.
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MR. ALPER said Representative LeDoux's question relates to the
definition of an electronic snoking product within HB 304. He
expl ai ned [HB 304, Version 29-GH106\A] does not tax the device
because the intent is to tax the concentrate liquid that is
snoked, which can be sold as a refill, or as a standalone
product. Furthernore, the second part of the definition rel ates
to a product that is an integrated unit. M. Al per described
various neans of taxing disposable e-cigarettes, devices, and
"starter kits," which include nicotine cartridges.

REPRESENTATI VE HUGHES expressed her wunderstanding that a 100
percent tax increase on kits would raise their cost to $150
each.

MR. ALPER pointed out the tax is based on the whol esal e val ue.
The intent of the proposed legislation is to tax the refill
product; in fact, conponents in a kit wthout a nicotine product
woul d not be taxed.

REPRESENTATI VE HUGHES directed attention to page 5 of the bil
which read [in part]:

to deliver nicotine or other substances

REPRESENTATI VE HUGHES asked whether other substances purchased
for the device, but that are not nicotine, will be taxed.

MR, ALPER said it is difficult to determ ne whether products
contain nicotine because packaging is not required to indicate
i ngredi ents. The bill intends to tax herbals and non-nicotine
products that are sold to be snoked through the products, except
that any marijuana which is manufactured into a concentrate in
the state, will have already been taxed.

3:45: 24 PM

REPRESENTATI VE LEDQUX asked how nuch additional tax would be
coll ected on e-cigarettes.

MR ALPER estimated $2 million to $3 mlli on.

REPRESENTATI VE JOSEPHSON questioned whether it is possible to
deliver marijuana through an e-cigarette kit.

MR. ALPER said yes, and described the process.
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REPRESENTATI VE TILTON surm sed DOR is taxing "out of existence"
a product that is potentially better for people than snoking
cigarettes.

MR. ALPER advised that the Tax Division is not naking socia
policy, and does not desire to tax a product out of existence.
The division seeks to craft a reasonable definition for how to
tax a new product that exists in many forns.

3:48: 31 PM

REPRESENTATI VE KI TO stated that nicotine is a highly-addictive
drug; in addition, it is now known that tobacco products
increase the rates of cancer and heart disease. However, the

effects of the |ong-range consunption of vapors is unknown. The
U.S. Federal Drug Adm nistration has approved nicotine cessation
products, and if vapor nicotine products are also approved as
cessation devices, the products will be tax-exenpt. He recalled
cigarette advertising targeted to children in the '50s, '60s,
and '70s, and said it is inportant to protect children from
future unknown and possibly negative inpacts. Representati ve
Kito urged for caution at this point in tine.

REPRESENTATI VE LEDOUX said her experience is that t he
ingredients in products are | abel ed.

MR. SPANCS responded that capsules containing nicotine are not
regul ated by FDA and are not required to be |abeled as such
The states that are taxing these products have found fraudul ent
| abel i ng.

REPRESENTATI VE HUGHES asked whether there is a list of the other
substances provided through the vaping devices; in other forns,
herbs are considered to be harnl ess and even healthy.

MR. ALPER offered to provide a list through contact with the
i ndustry in Al aska. However, w thout a I|abeling requirenent,
DOR nust tax all of the substances, because the nicotine content
i s unknown.

REPRESENTATI VE HUGHES questioned when FDA will "have nore of a
handle on this."

3:54: 04 PM

JAY BUTLER, M D. , Chi ef Medi cal Oficer, Ofice of t he
Cormmi ssioner, and Director, Division of Public Health, DHSS,
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informed the committee that FDA approval of an e-cigarette
product as a cessation device is dependent upon the industry
subm tting applications. In England, one product has been
approved by England's regulatory authority as a cessation
device; he acknow edged there are anecdotal reports suggesting
that e-cigarettes promse a new delivery system for nicotine
repl acenent therapy which aids those who have not been
successful wth other nethods.

MR. ALPER reminded the commttee that DOR has a new tax
managenent system which requires reprogramm ng each tinme changes
are made to the tax system He estimated that the reprogranm ng
woul d cost $50,000 for the Tax Revenue Managenent System (TRVS)
and the Revenue Online (RCOL) system No additional costs above
a one-time inplementation cost of $50,000 is anticipated [slide
10] . In response to Chair Oson, he said the online systens
were inplenmented about one and one-half years ago.

CHAIR OLSON asked whether changes to the systens wll create
problens simlar to those at DHSS.

MR. ALPER sai d no.

REPRESENTATI VE HUGHES observed that the proposed |egislation
would require one to use the online system She inquired as to
why fuel taxes were exenpted fromrequired electronic filing.

MR. ALPER expressed his understanding that there is intent to
revisit the issue of the nptor fuel bill related to the
mechani sm of the waiver for those without the technical neans to
file online.

REPRESENTATI VE HUGHES surm sed there would be the same problem
with HB 304.

MR. ALPER acknow edged that the |anguage is identical to that of
AS 43.5 Admi nistration of Revenue Laws, which is the general tax
adm nistration statute, and not specific to the tobacco tax. He
restated DOR' s intent to inpose an electronic filing requirenent
in order to phase out the existing paper data processing.

4:00: 00 PM
REPRESENTATI VE HUGHES asked whether DOR conpleted analysis on
how the bill may increase snmuggling and other illegal activities

that may inpact |ocal businesses and communities, jobs, the |aw
enf orcenment wor kl oad, and other inpacts to the private sector.
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MR. ALPER said there was not an econonm c analysis. Al t hough
there could be nore illegal activity, large fines act as a
deterrent. Only crimnal activity on a large scale is
i nvesti gat ed.

REPRESENTATI VE HUGHES rest at ed her concern about t he
admnistration's failure to consider economc inpact in
communities and across the state.

REPRESENTATI VE TILTON questioned whether the new taxes assessed
on electronic snmoking devices would require additional
adm ni stration costs.

MR. ALPER explained that the taxpayers largely will be the sane
group of distributers and whol esalers, although there may be
sone new vape supply businesses. At this tinme, the tax division
expects to absorb any additional duties within its existing
staff.

4:03:16 PM

REPRESENTATI VE LEDOUX said, "I think |I heard you say that you're
only | ooking at people who are doing this as a side business."”

4:03: 28 PM

MR. ALPER responded, "No, we're concentrating on the people who
we've beconme aware of who're bringing in larger nunbers of
cartons. That's the sort of thing a 'larger nunber of carton
person’ mght be doing."

4:04: 01 PM

REPRESENTATI VE LEDOUX expressed her understanding that the
denogr aphi cs of snoking are that those in higher incone brackets
snoke |l ess than those in | ower income brackets.

MR. ALPER agreed. He added that HB 304 is a sonmewhat regressive
t ax.

REPRESENTATI VE TILTON commented that "the Al aska tobacco facts”
stated that snoking in the |ower socioecononic status is three
times the rate.

CHAIR OLSON questioned whether the inplenmentation cost of
$50, 000 applies to each tax bill or is an aggregate.
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MR. ALPER clarified that the electronic filing happens once,
however, each tax increase takes a team of programers and "is a
project unto itself."

4:05:43 PM

MR. ALPER presented slide 11 entitled, "C osing the Budget Gap."
He advised that the fiscal year 2016 (FY16) budget was $5.2
billion and proposed |egislation related to the Al aska Permanent
Fund, revenue from existing taxes and fees, and earnings on
savings total over $4.2 billion. Proposed spendi ng reductions,
reforns to oil and gas tax credits, and net priority investnents
total $0.5 billion. The bill adds $29 million in new revenue
and along with other conponents, reductions and new revenue,
totals $457 million. Added together reductions and new revenue
bal ances the budget with a total of $5,242 billion [slide 12].
| npacts of the tobacco tax proposal are: (1) nore expensive to
buy tobacco; (2) possible slight decrease in consunption; (3)
possi bl e stockpiling of cigarettes before tax increase [slide
13]. M. Alper paraphrased fromthe following witten sectiona
anal ysis [slides 14-17] [original punctuation provided]:

Sec. 1. Adds a $25 or 1% tax penalty for failure to
file electronically unless an exenption is received by
t he taxpayer

Sec. 2. Requires electronic subm ssion of tax returns,
| icense applications, and other docunments submtted to
the Departnent of Revenue. This changes the general
tax statutes, AS 43.05, and wll apply to all tax
types administered by the departnent. Provides a
process to request an exenption if a taxpayer does not
have the technol ogi cal capability to do so.

Sec. 3. Conform ng |anguage to add el ectronic snoking
products to the current statute allowing the
departnment to share information with rnunicipalities.

Sec. 4. Conformng l|anguage to reference the new
definition of “electronic snoking product” in Section
13.

Sec. 5. Increases the “additional tax levy” on each
cigarette from62 mlls to 112 mlls
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Sec. 6. Increases the tax on tobacco products other
than cigarettes from 75% of the wholesale price to
100% of the wholesale price. Adds electronic snoking
products to what is taxed.

Sec. 7. Conform ng |anguage to add el ectronic snoking
products to an existing statute referencing federal
t ax exenptions.

Sec. 8. Conform ng |anguage to add el ectronic snoking
products to the |icense requirenent.

Sec. 9. Conform ng |anguage to add el ectronic snoking
products to the nonthly tax return. Al so adds new
| anguage to require electronic filing of the return.

Sec. 10. Conform ng | anguage to add el ectroni c snoki ng
products to the procedures for issuing tax credits and
ref unds.

Sec. 11. Conform ng | anguage to add el ectronic snoking
products to the requirement to Kkeep conplete and
accurate records to support the tax return.

Sec. 12. Adds language to clarify that a cessation
product, tobacco dependence product or nodified risk
t obacco product are excluded from the definition of a
t obacco product for purposes of taxation.

Sec. 13. Carifies the definition of "whol esale price”
of a tobacco product or electronic snoking product as
the gross invoice price including all federal excise
taxes, less any trade discounts or other reductions.

Sec. 14. Adds the definition of "electronic snoking
product .

Sec. 15. Adds that the Act is applicable to tobacco
products sold on or after the effective date of the
Act and applies to the first nonthly return submtted
after the first full nonth after the effective date.

Sec. 16. Allows the Departnent of Revenue to adopt
regul ati ons necessary to inplenment the changes nmade by
this Act but not before the effective date. Sec. 17.
Section 16 of this Act takes effect inmediately under
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AS 01.10.070(c). Sec. 18. Except as provided in Sec.
16-17, effective date of July 1, 2016.

4:13:16 PM

The conmttee took a brief at ease.

4:13: 54 PM

MR. ALPER directed attention to the fiscal note attached to HB
304, ldentifier: DOR- TX- 02- 04- 16. Shown on page 1 were
estimated revenues of $29,100 in FY17. Revenues were reduced

slightly from FY18 through FY22, and he expl ained the reductions
reflected economic nodeling of reduced tobacco consunption,
which is an ongoing trend. Also reflected in the fiscal note
was t he onetine suppl enental cost of $50, 000.

REPRESENTATI VE LEDOUX questioned whether there really is a
decrease in tobacco purchases, or if tobacco purchases are being
made in a manner that circunvents the state's tax system

MR. ALPER said he assumed that because national consunption
trends are declining, Alaska's trend would be consistent wth
the national trend. He offered to investigate.

REPRESENTATI VE JOSEPHSON directed attention to a docunent found
in the conmttee packet entitled, "C garette Taxes and C garette
Smuggling by State, 2013," which was provided by an opponent of
the proposed |egislation, the Tax Foundation. Page 4 of the
docunent was entitled, "Table 1: 2013 Cigarette Tax Rates,
Smuggl i ng Percentages, and Changes Since 2006," and he observed
Al aska is ranked fourth from the bottom and New York is ranked
first. He surmsed that Alaska's ranking is due to its
geographi c | ocati on.

MR. ALPER was unsure whether the rankings were based on vol une
or percentage of the volune, which would incorporate other
factors such as population, nearby states, and tax rates.
Al aska and Hawaii do not have contiguous borders, and Hawaii
al so has restrictive agricultural inspection processes.

4:17: 34 PM
CHAIR OLSON inquired as to how nuch revenue has been recovered

from those who brought in cigarettes by mail during the |ast
three to five years.
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MR. SPANCS offered to research this matter.

REPRESENTATI VE HUGHES noted that the proposal is a regressive
tax which would garner $29 nillion, but that may hurt famlies
by reducing the amount of noney they have to spend for their
children's benefit. She asked whether the adm nistration would
withdraw the bill if $29 million in cuts were found.

MR. ALPER stated he was not in a position to say. He agreed the
proposed tax 1is sonewhat regressive, and affects a higher
percentage of those in the |owest socioeconomc |evels. Because
tobacco has relative uniformty in price, an excise tax on
al cohol is nore regressive.

REPRESENTATIVE HUGHES related that research by her staff

revealed that the total in salaries of executive |eadership
adm ni stration enployees making over $145,000 per year totals
$60 mllion. She restated her concern for children and
famlies.

REPRESENTATI VE JOSEPHSON observed that parents who spend noney
on tobacco instead of "sonething productive for their children
have al ready made the decision to sort of, go the other way."

MR. ALPER agr eed.

CHAI R OLSON poi nted out tobacco is an addictive product.

MR. ALPER agr eed.

4:23.:04 PM

DR. BUTLER stated that all are well aware of the adverse health

effects of cigarette snoking; in terns of the inpact of the tax
on rates of snoking, snmoking rates in Alaska are currently

decreasing by 3.7 percent per year. Based on the experience of
other states, he said he anticipates an additional decrease of
7.4 percent over a two-year period. Regardi ng nedica

expenditures related to Alaska's proportion of Medi cai d
spendi ng, about 15 percent is estimated to be for diseases
caused by smoking, which equals about $6.5 million in Medicaid
savings to the state. Dr. Butler advised that the state would
see savings; in addition, he opined that this is a regressive
tax in that those in a |ower socioeconomc status have the
hi gher rates of snoking, and there are higher rates in Wstern
Al aska and on the North Sl ope. The accepted definition of an
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addiction is "sonething, whether it's heroin or whatever, that
we do to such an extent that it begins to conprom se our
rel ati onships with other people and how we are able to take care

of ourselves.” He said the question is whether the state policy
is enabling an addiction that hurts others, or is providing an
additional driver to help people stop snoking. Regardi ng e-

cigarettes, he said nmuch is wunknown; although the original
concept is 50 years old, a nodern e-cigarette has existed for
about 10 years and its long-term effects are unknown. I n
Engl and, there was a report [report not provided] that said e-
cigarettes are 95 percent safer than conbustible cigarettes,

however, the report is not well-docunented. Dr. Butler
di scussed the use of e-cigarettes as a cessation device. In the
US., three other states currently tax e-cigarettes: in

M nnesota, the products are taxed at 95 percent of their
whol esal e value; North Carolina and Louisiana tax the fluid
based on either its volune or its nicotine content.

4:29:45 PM

CHAIR OLSON has read that battery-powered devices have caused
fires.

DR. BUTLER cauti oned that those events are rare.

REPRESENTATI VE HUGHES noted that vape use is rising anong youth
whi ch may be addressed by pending legislation that restricts use
by m nors. Regarding the "overlap" between Medicaid and the
snoker population, she inquired as to whether the state has
considered "funneling the tax dollars to really direct it to the
work of the state in regard to the health care of these people
that ... have heart disease and lung cancer and things that are
caused by the snoking."

DR. BUTLER said he was wunsure of the exact proportion of
Medi caid beneficiaries who snoke, but it is known that there are
hi gher rates of cigarette snoking anong Medicaid beneficiaries
and anong those of |ower socioecononmc status; however,
regarding directing tax nonies specifically to the treatnent of
snoki ng-rel ated di seases anong Medi caid beneficiaries, he opined
a better approach is to use tobacco tax funds as a prevention
tool or for cessation activities.

REPRESENTATI VE HUGHES asked whether the portion of the tax

directed for cessation is limted to school -aged residents, and
is not used for adults.
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DR. BUTLER expressed his belief that the School Fund goes to the
Department of Education and Early Devel opnent; the Tobacco Use
Education and Cessation Fund supports direct services through
DHSS. In further response to Representative Hughes, he
clarified that the funds disbursed through DHSS are available to
al | ages.

4:34: 00 PM

REPRESENTATIVE TILTON questioned whether those who have
addi ctions are price-sensitive.

DR. BUTLER stated that it is clear that economics are an
inmportant driver in addiction; for exanple, a driver in the
i ncreased use of heroin - over the use of prescription opioids -
is the cheaper price of higher quality heroin.

REPRESENTATI VE LEDOUX r enar ked:

If the justification of these so-called sin taxes,

al cohol, tobacco ... 1is because sonehow or other,

society has decided that these products aren't good

for us and therefore, it's OKto tax them ... One of

the biggest problenms we've got in this state is

obesity, | nean, why aren't we taxing ... junk food?
4:36: 06 PM

MR. ALPER stated that nopst of the governor's tax package rel ates
to adjusting existing taxes, and the admnistration is not
suggesting any new taxes. He stated that the Tax Division has
data on the potential revenue that could be raised fromtaxes on
sugared soft drinks.

4:37:10 PM

CHAI R OLSON announced that public testinony would remain open.

[ HB 304 was hel d over. ]

4:37.:48 PM

ADJ OURNMENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:37 p.m
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