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Fiscal Note Analysis, HB 3 
Income and Excise Audit Division 
Prepared by Paul D1ck 
March 11, 1992

The revenue Increases presented In this fiscal note assume the passage of HB 
2 which w-'j Introduced In the 1991 session along with this bill, HB 2 
increases the tax Imposed on cigarettes from 29 to 41 cents per pack of 
cigarettes.

HB 3 separates smokeless tobacco from other tobacco products such as cigars 
and smoking tobacco and Imposes a tax on smokeless tobacco equivalent to the 
rate Imposed on cigarettes. Under this bill, the smokeless tobacco tax rate 
would be determined through regulation by the commissioner of the Department 
of Revenue. Other tobacco products such as cigars and smoking tobacco would 
not be subject to this bill and would remain taxed under AS 43.50.300 at 25% 
of its wholesale price.

Passed In conjunction with HB 2, this bill effectively Increases the excise 
tax on smokeless tobacco from 25% to approximately 35% of the wholesale price 
of tobacco. For purposes of this fiscal note, we will use wholesale price as 
the basis for comparing the tax on cigarettes to that of smokeless tobacco,

Following are our calculations under the provisions of HB 3 using both the 
current tax rate and the rate assuming HB 2 becomes law. Our calculations 
assume that most of the tax collected on tobacco products excluding 
cigarettes was attributable to smokeless tobacco.

Without With
HB 2* HB 2

Tax per pack of cigarettes .29 .41
Wholesale price per pack of cigarettes $1.18 $1.18
Percentage of tax to wholesale price 24.58% 34.75%

Total wholesale value of
smokeless tobacco sold In FY 91 $3.7 million $3.7 million

Total wholesale value of smokeless
tobacco multiplied by percentage $909,500 $1,286,000

Less FY 91 smokeless tobacco revenues (926.000) (926.000)
i

Increase (Decrease) In revenues** $(16.500) $ 360.000

* Based on the current combined tax rate imposed on cigarettes. Note that 
statutes already tax smokeless tobacco at 25% of the wholesale price.

** Assumes that the use of smokeless tobacco remains at the same level of 
usage during FY 91.
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Fiscal Note Analysis, CSHB 2 
Income and Excise Audit Division 
Prepared by Paul Dick 
March 16, 1992

CSHB 2 Increases excise taxes on cigarettes and tobacco products. This bill 
Increases the additional cigarette tax under AS 43.50.190 from 12 to 18 mills 
per cigarette, and Increases the percentage of tax on tobacco products from 
257. to 35% of the wholesale price.

Cigarettes

When added w i t h e  base cigarette tax of 2.5 mills under AS 43.50.090, the 
total cigaratte tax under this bill would be 20.5 mills per cigarette <41 
cents per pack), versus the current 14.5 mills (29 cents per pack). This 
would mean a 41% Increase from the current cigarette tax rate.

Assuming that the Increased tax rate will cause a decrease In the number of 
cigarettes sold by 10%, cigarette taxes will still Increase 1n FY 93 by $4.3 
million as outlined below:

FY 91  UB_2___

Taxable Cigarettes Sold 1,088,000,000 979,200,000
Cents Per Cigarette* __________1.45 _______ 2.05

Cigarette Tax $15.776.000 $20.073.600

Our fiscal note assumes that the number of cigarette sold In FY 93 will 
remain the same through FY 98.

* 1 mill =» .1 cent

Tobacco Products

This bill Increases the percentage of excise tax on tobacco products from 25% 
to 35% of the wholesale price of the product. Tobacco products under AS 
43.50 includes all forms of tobacco except for cigarettes.

Based on the total wholesale price of tobacco products reported to the 
Department of Revenue during FY 91 of $3.7 million, this bill would Increase 
revenues by $370,000 per year assuming the rate of tobacco usage remains the 
same as FY 91.

Summary

The total increase in revenues for both cigarettes ($4.3 million) and tobacco 
products ($370,000) as a result of this bill is estimated to be $4,670,000.




