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STATE OF ALASKA
\ 1989 LEGISLATIVE SESSION

Revision Oate:

BILL VERSION:
PUBLISH DATE:

FISCAL NOTE

Title:
Tax on Cigarettes

An Act Increasing the Excise

Sponsor: El 11s and Koponen
Requestor: (H)HESS Committee

EXPENDITURES/REVENUES:

1 OPERATING

| PERSONAL SERVICES
| TRAVEL

| CONTRACTUAL
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March 9, 1989

Analysis

1. Assumes effective date of legislation ts July 1, 1989,

2. Total cigarette consumption has fallen six percent per year for the
three year period ending In FY88. Forecasts under present law assume
consumption will drop three percent In FY8) and FY90, then remain level
through FY94.

3. The Increase in cigarette prices due to the higher tax will reduce
consumption. It is estimated that the quantity of cigarettes sold will
fall by three percent from the level presently forecast.

4. Revenues to the School Fund will decrease by about $72,000 each year
as that tax rate Is not changed by the proposed legislation.

Comment

The latest Information Indicates that Alaska ranks somewhere In the
bottom one-thlrd among states that levy a tax on cigarettes. The highest
tax is assessed by Minnesota at 38 cents per pack and the lowest by North
Carolina at 2 cents per pack. The state of Alaska levies 16 cents per
pack on cigarettes. There are thirty-five states that levy a higher rate
than Alaska.
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Offered: 3/3/89 6-0475E
Referred: Finance

Original sponsors: Ellis, Koponen,

and M.Davis

BY THE HEALTH, EDUCATION AND

IN THE HOUSE SOCIAL SERVICES COMMITTEE

CS FOR HOUSE BILL NO. 80 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act increasing the excise tax on cigarettes, and

authorizing municipalities to levy and collect taxes
on the retail sale of cigarettes and tobacco products

without limitation."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

Section 1. AS 29.45.650(a) is amended to read:

(a) Except as provided in (f) and (g) of this section, a borough
may levy and collect a sales tax not exceeding six percent on sales,
rents, and on services provided in the borough. The sales tax may
apply to any or all of these sources. Exemptions may be granted by
ordinance.

Sec. 2. AS 29.45.650 is amended by adding a new subsection to read:

() The limitation on the rate of levy specified in (a) of this
section does not apply to taxes imposed on sales of cigarettes and
tobacco products at retail. For purposes of this subsection,

(1) ‘"cigarette” has the meaning given in AS 43.50.170;
(2) "tobacco product™ has the meaning given in AS 43.50.-
390.
Sec. 3. AS 43.50.190(a) 1is amended to read:
(a) There is levied an excise tax of 15 [FIVE AND ONE-HALF]

mills on each cigarette imported or acquired in this state.

HBO0SOB -1- CSHB 80 (HESS)



HILL RATE PER
CIGARETTE
dedicated to
School Fund

MILL RATE PER
CIGARETTE
collected for
General Fund

COMBINED MONETARY
EFFECT ON EACH

20 cigarette

pack

There are currently
Taxes collected under
against dedicated funds,
collected under AS 43.50.190 are deposited
80 amends AS 43.50.19”7and

CURRENT LAW

AS 43.50.090

2.5 mills

AS 43.50.190 5.5 mills

16 CENTS

two separate excise ta”es
AS 43.50.090,
are deposited

increases General

UNDER CSHBS8O

AS 43.50.090 = 2.5 mills
(ho change)

AS 43.50.190 = 15.0 nmills
(9.5 mill increase)

35 CENTS
(19 CENT INCREASE)

levied on cigarettes.
which predates the prohibition

in the School Fund. Taxes

in the General Fund. CSIlIB
Fund revenues.
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A ND UM March 7, 1989
SUBJECT: CSHB 80 (HESS)
TO: Representative Johnny EIllis, Chair
House Health, Education and Social Services
Committee
ATTN: Jim Nordlund
FROM: Jack Chenoweth j s’
Legislative
m
Recent reports to the contrary notwithstanding, the
committee substitute has the effect of raising the tax on
cigarettes from 16 to 35 cents per pack:
Current law:
Imposed under AS 43.50.090 2.5 mills*
(dedicated fund)
Imposed under AS 43.50.190 5.5 mills*
Total 8.0 mills~™*
* rate per cigarecte:
8.0 mills x 20 cigarettes per pack = 160 mills per
pack 10 mills = 1 cent therefore 160 divided by
10 = 16 cents per pack
Proposed under CSHB 80 (HESS):
Imposed under AS 43.50.090 2.5 mills~*
Imposed under AS 43.50.190 15.0 mills*
Total 17.5 mills*
rate per cigarette:
17.5 mills x 20 cigaretts per pack = 350 mills per
pack 10 mills = 1 cent therefore 350 divided by
10 = 35 c~nts per pack
JC:gt
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In 1949, tha Territorial Legislature enacted the "Alaska Tobacco Tax Act”
(Attachment A). Cigarettes, cigars,- tobacco and snuff were taxed at vari-
ous rates, and the resultant revenues were to be paid into a fund entitled
the "School Fund,”™ and were "...to be used for the exclusive purpose of
rehabilitation, construction, and repair of Alaska's school facilities.”

In 1955, the Territorial Legislature repealed the tobacco tax, replacing it
with the "Cigarette Tax Act" (Attachment B).  Under this tax, an excise
tax of 2.5 mills was levied on each cigarette importedor acquired within
Alaska. Theproceeds from the tax, as well as any feesand penalties, were

to be paid into the "School Fund.” As the prior act had specified, the new
act required that these funds be used exclusivelyfor school construction
and repair. In addition, the new act specified that the funds could be
-used for the costs of insurance on school buildings during the period that
the building was being rehabilitated, constructed or repaired.

Four years later, the Territory of Alaska became a state. The Alaska
Constitution prohibited the dedication of state revenues to any special
purpose except when required by the federal government for state participa-
tion in federal programs and except for those dedications existing prior to



ratification of the constitution by the people of Alaska.l  Alaska
Constitution, Article 9, Section 7 (Attachment C). Dedication of the 2.5
mill tax on cigarettes to the School Fund had occurred in 1955, prior to
ratification of the constitution (1956) and was, therefore, a
"grandfathered” dedication.2

In 1961, the legislature levied an additional tax on cigarettes of 1.5
mills. The revenue from tHTs additional tax went to the general fund. In
1985, this tax was' raised to 5.5 mills. Thus, there is currently an eight
mill tax on cigarettes. Per pack, the tax is 16 cents. The current
Cigarette Tax Act is Attachment D.

T
REVENUES FROM THE CIGARETTE TAX

Table 1 shows the cigarette tax rate and revenue from 1949 to 1987. In FY
87, total revenue from the cigarette tax were $9.9 million. Of this
revenue, $3.2 million was dedicated to the School Fund, and $6.6 million
was general fund revenues.

DISTRIBUTION OF DEDICATED CIGARETTE TAX REVENUES

The legislature annually appropriates funds from the School Fund to the
Department of Education, and the Department of Education is responsible for
disbursing these cigarette tax proceeds to school districts for school
construction. During the early 1980s, the appropriation was generally $2.0
m_illlli_on to $2.5 million. In FY 87, the appropriation was increased to $3.5
mill ion.

1This section of the constitution was amended in 1977 +to allow
dedication of certain oil and gas revenues to the Permanent Fund.

AThe other dedicated funds are described in +the attached House
Research Memorandum 85.319 "Dedicated Revenue unds."



CIGARETTE TAX REVENUE (S1,000]

CIGARETTE TAE RATE (CENTS PER PACK)

DEDICATED

=

ADDITIO

DEDICATED

AODILTUNAL
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T

prohibited.

Receipts deposited

Tax levied on all types of
in the School Fund and dedicated to school construction.

1949--Tobacco Tax Act enacted.
tobacco products at varying rates
.onstitution,

Dedicated taxes, except for those existing

Tax of 2.5 mills levied on cigarettes.

1955--Tobacco Tax Act repealed and replaced with the Cigarette
Receipts deposited in the School Fl\r}l{d.

1961--Additional tax of 1.5 mills levied on cigarettes.

Receipts deposited in the general fund.
1985--Additional tax raised to 5.5 mills.

1959--Slatehood.
prior to ratification of th

Tax Act.
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The latest informatiDn indicates that Alaska ranks somewhere>
in the bottom one-third among states that levy a tax on = 7
cigarettes. The highest tax is assessed by Minnesota at 38
cents per pack and tie lowest by North Carolina at 2 cents per
pack. The state of Alaska levies 16 cents per pack on
cigarettes. There are chirty-five states that levy a higher
rate than Alaska.

11-15-88

CIGARETTE TAXES—RATES, INCIDENCE,
. PAYMENT, REPORTS'

1J286 The main features of the state taxes on cigarettes are given in the cf
below. If incidence of the tax is on consumer, lax will be deductible on incc
tax returns in some states (by law). It isnt deductible under I RC nor in sti
in line with current Fed.

RATE PER
PACX PAYMENT MONTHLY REPORT REQUIREMENTS
of & INCIDENCE METHOD (Who, wbr» 1¥4 ta rUMBI
ALA. 16J< (S) Siampi Coratuner! 13) ~ WhdeulJer jobber. 20th. Depc. Rer.
ALASKA 1« Sdler Repool Lictniec. lul dir. Tu Conunr.
ARIZ. 134 Sdler Report Diltnbuior. lit. Depc Rer.
ARK. 214 Sdkr Sum pill) Diltnbuior. 10th. Depc Fin. A Adm.
CALIF. 234
(dL 1-1-19: m 1Or) Coowmed13)  Sumpi(2) Diltnbuior. 23th. Suie Eq. Bd.
COLO. 204 Sdler Sum pi Wholesaler. 10th (dI 7-1-41: wm 20th); Dcfc f
CONN. 264 Coniumer Sumpi Diltnbutcr (4). ISIh. Coenmr. Rer. Serr.
DEL. 144 Coniumcr Sumpi Wholeuler. agent. 20th. Dir. Rer.
D.C 174 SdledH) Sum pi Wholesaler, retailer. 15th. Depc Fin. A Rer.
FLA. 244 (1t) Sdlrr Sump! Agent. 10th. Tu Dept.
CA. 124 Diltnbuior Sum pi Diltnbuior. 10th. Commr. Rer.
HAW. 40rt (6) Sdler Sum pi Wholesaler, mailer. Uit day. Dept. Tic
IDA. 184 Sdlcr Sumpi Wholculcr. 15lh. Toi Comm.
ILL. 204 (16) Sdler Report Diltnbuior (7). 13th. Dept. Rer.
IND. 1S4 Comumtr Sum pi Diltnbuior. 13th (4). ABC
IOWA 544
Ol4 dI 7-t»9> Sdler Sum pi Permittees. 20th, Depc Rer. A Fin.
KAN. 244 Sdlrr Sumpi Wholculer. 10th. Dir. Tic
KY.34 Consumer Sumpi Wholesaler. 20th. Cabinet Rer.
LA. 164 Sdler Sumpi Daler. 13th. Sec'y Rer. A Toe
ME. 284 Conturner Sumpi Diiinbutot. 10th. Bur. Rer.
mm MD. 134 Sdlef SUmpi Diltnbuior. 20th, Compir.
MASS. 264 Coniumedl))  Sumpi Diltnbuior. 20th. Commr. Rer.
MICH. 234 Sdler Report Licensee. 20th. Dept. Treac
MINN. 384 Sdler Report Diltnbuior. 23Ih. Dept. Rer.
MISS. 184 Coniumertl3)  Sttmpt Diltnbuior (9), 13th. Tu Ccmm.
MO. 134 (3) Coniumer Stimpi Whecleulers. 20th. Dept. Rer.
MONT. 164 Coniumer Sumpi Inlcritiie Carnerc (no fued dates). Depc. Re.
NEB. 274 Cooiumer Sumpi Retailer, -holcialcr. 10th. Taa Comm.
NEV. 204 ,
(134 df 6-1-89) Seller Sumpi Wholculcr. I5ih (15). Dir. Tic
N.H. 174 Coniumer Sumpi (Momhly teporti not required)
NJ. 274 Coniumer Sum pi Diiinbutot. 20th. Du. Tac
N.M. 154 Sdler Sumpi Diltnbuior, 25th. Ta<. A Rer. Dept.
N.Y.214 (ID Coniumcr Report Alent. 13th. Dept. Tac A Fin.
N.Y.C. 84 (17) Coniumcr Sumpi Adent. (3th. Comm. Fin.
N.C.24 Coniumer Sumpi Diltnbuior. 20th. See'y Rer
N.D. 274 Sdler Sumpi Diltnbuior. giiattctly (10). Tu Comm
OHIO 184 Coniumer Sumpi Dealer. M| A )¢)!. Taa Comm.
OKLA. L4 Coniumcr Sumpi Wholculcr. retailer. 10ih. Tu Comm.
ORE. 274 Coniumcr Sumpi Diunbuior. 20th (teporti; piyment.
quarterly). Drpt. Rer.
PA. 184 Coniumer Slimpi Dealer. 10*h. Dept. Rev.
R.L 274 ) _ o
(HI 7-1-11: *i» lit) ~ Coniumer Stimpi Dealer, dninbutor. 10th. Tit Admr.
S.C 74 Sdler olimpt (Mnnihly rrpom not trquurd)
S.D. Ur Coniumer Sumpi Dninbutor. »hoteukr. 13ih. Drpt. Ro».
TENN. 1)4 Coniumer Sumpi Dninbutor. 13th. Drpt Rrr

® till 4HUC. “n



Charts- Cigarette Taxes '11-15-81

RATE PER
PACK PAYMENT  MONTHLY REPORT REQUIREMENTS
OF 20 INCIDENCE METHOD (Who, whco and to whoa)
TEX. 264 Consumer Stomps Diltnbuior, 30th. Cempir. Pub. Accti.
UTAH 234 Seller Sumps (Monthly reports not resumed) *x g
VT. 174 Seller Sumps Dssmbulor. wholesaler. 13th. Comm. Taaes
VA. 2]4 (3) Seller SUmpi Wholesaler, storer. 10th. Dept. Too.
WASH. 314 Conjumer Sumps Wholesaler, reuilcr. 1JIh. Dept. Rev.
W.VA. 174 Consumer Sumps Wholesaler. 1Jlh. Tas Dept.
WIS. 304 Consumer Sumps MIg. wholesalers. 13th. Dept. Rev.
WYO. *4 Consumer Sumps Wholesaler. 2Cth. Dept. Rev. A Too.

FOOTNOTES to chart (coirespandmg to numbeit in parentheses in the chan):
(1) Payment with report lor stamps purchasedon consignment.

) City uses ire also in elleet in some cinei.
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101
It)
112)
(111
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Maehint dealer and opetator with o*tr J machines. report on 13th.
City and county tatei may be tested.

Wholesale pnee n basis.

Manufacturer reports on Jth.

Report drop shipment on 1Jth.

Wholesaler and manufacturers also report.

(2) Payment with report (or taa not paid by sumpor me -r.
|

10th ol Jan. Apr.. July, and Oct; monthly reportsmay re allowed.

Stale us is net alter credit lor 16r Fed etcite laa.

(Rescued 1

Nor deductible on stilt relum.

Ordueiiblc on sine return.

Metered tumping machine report by 10ih.

Cooa Cly. Ms added It in per pica.

Added 52J« C» m .NYC) per 1cigarettes if pK g0*tr 20cigarettes.



STATE OF ALASKA BILL VERSION: SCS CSHB_8JMC&RA)

1989 LEGISLATIVE SESSION PUBLISH DATE: 4/28/89 '
FISCAL NOTE

REQUEST:

Revision Date: Agency Affected: Revenue

Title: An Act Increasing the Excise BRU: Income & Excise Audit

Tax on Cigarettes

Sponsor:  Ellls and Koponen Components: Operating

Requestor: (H)HESS_Committee
EXPENDITURES/REVENUES:  (Thousands of Dollars)

1 1 FY 90 1FY9 1FY92 1F93 1FY9% 1F 9%
1 OPERATING | [ | | | !

| PERSONAL SERVICES | 0 1 o 1 o 1 o 1 o 1 o
| TRAVEL 0 1 9 0 1 o 1 o I o
| CONTRACTUAL I 0 1 0 0 1 o I o 1 o
| SUPPLIES | 0 1 0 0 1 o Il o 1 o
i EQUIPMENT | 0 I 0 0 1 o I 0 1 o
|  LANDS & STRUCTURES | 0 I 0 0 1 o 1 0 1 o
| GRANTS, CLAIMS | 0 I 0 0 1 o I 0 i 0
1 MISCELLANEQUS I 0 1 0 0 1 o I 0 I 0
1 TOTAL OPERATING 1 0 1 0 0 1 o 1 0 1 0
1 CAPITAL 1 0 1 0 -0 1 0 1 0 1 0
1 REVENUE 13600.0 | 3492.0 3492.0 1 3492.0 | 3492.0 1 3492.0
FUNDING: (Thousands of Dollars)

| GENERAL FUND I 0 1 o 0 1 o 1 o 1 o
| FEDERAL FUNDS | 0 0 0 1 o 0 1 o
| OTHER | 0 I 0 0 1 o 1 o |l o
1 TOTAL 1 0 1 0 0 1 o 1 0 1 o
POSITIONS:

| FULL-TIME | O 0 0 0 0 0
|  PART-TIME | 0 I 0 0 1 o 1 0 1 o
1 TEMPORARY 1 0 1 0 0 1 o 1 0 1 o
ANALYSIS:  See attached.

Prepared By:  Steven E. Kettel Phone: (907) 465- 2320
Division: Income and Excise Audit Date:  April 27. 1989
Approved by Commissioner: Hugh Malone Date:  April 27. 1989

Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(les) page 1 of 2



CS HB 80

Prepared by:

Steven E. Kettel

Income and Excise Audit Dlvilson
Department of Revenue

April 27, 1989

Analysis of Senate CS:

The Senate version will reduce the amount of the tax hike from 15 mills
as was passed In the house to 9 mills. This reduction will lower
anticipated revenues by approximately $5500.0 In FY91. Wt continue to
forecast a o decline in consumption for FY90 through FY95.

PRESENT LAW SCS HB 80
TAX RATE 8 mills/cigarette 11 1/2 mills
TAX PER PACK 200/pack 230/pack

TAX COLLECTIONS $8.6 million $12.4/mi 11 ion





