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STATE OF ALASKA 
1996 LEGISLATIVE SESSION FISCAL NOTE BILLN0: SB2]0^

Revision Dote _____________________
Title: Increaso Tobocco Taxes

Dept. Affected._Rovenue 
BRU Rovenuo Operations
Component: Incomo and Excise Audit

Sponsor:
Requestor

Senator Ellis
(S)STA COMPONENT SERIAL NO. 113

Expenditure i/Revenue»:

/

OPERATING EXPENDITURES FY 97 FY 96 FY 99 FYOO FY 01 FY 02
PERSONAL SERVICES 45 6 456 45 6 456 456 456
TRAVEL 10 10 1.0 10 1 0 1 0
CONTRACTUAL 00 3.0 80 80 80 30
SUPPLIES 10 10 1.0 10 1.0 10
EQUIPMENT 80 0 0 00 00 00 00
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 636 50.6 55.6 5 56 556 506

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( GF ) 33426 8 44.761.7 45.165 5 54.077 6 54.267.0 54.547.9 |

FUND SOURCE (Thousands of Dolors)
1002 Federal Rocepts
1003 GF Match
1004 GF 636 506 556 556 556 506
1005 Gf /Program Rocopts
I037GF/Mon»al Health
Other
TOTAL 63 6 5 0 6 55 6 556 5 56 506
Estimate of ony cunent yeai (FY96) c o il S 0

POSITIONS
FlAl-TiME
PART-TIME
TFMPORARY

M

ANALYSIS: (Attoch o teporofe pope I  neceuory)

(See Atloched AnolysH)

Prepared by PotlE  £>c« * • Prvno 465 3691
Ortlron income and E • :  «u> D .u>on Dafe Mwch 12. 1996
A pp /o .ed  by C cmm*u*ortef WUOnl C c /om  » / r > , 7  /

. « . Pai« March 12. 1996
Agency DeoarrmenJ cf Bev*rv«o

PGEPABEO10 «?CMOE Ail OC»*L>C*.COf<S 10 GOVfCNOfrS UGCLATtVE OMCf 
To* ryttvy J j ' r t x 'm  co» * * )  Governed s logtfQftve CW<«
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A la ska  Depa r tm en t  o f  Revenue
I n c o m e  a n d  E x c i s e  A u d i t  D i v i s i o n

SB  2 1 0
Increase Tobacco Taxes 
9 -LS1314 \C  
March 12, 1996 
Page 2 o l 4

Bill Analysis

Sec tion  1 increases cigarette tax rates a s  follows:

E ffec tive
Date

S ch oo l Fund 
B ase  Rate
MS 4J.S0090)

G ene ra l Fund 
A dd itiona l Tax

MS i).SO.I90)

Rate
Increase

fCrtntnl Fvrdl

To ta l Tax 
(p e r pack )

Current $ .05 $ .24 N/A $ .29
10/1/96 $ .05 $ .24 $1 .00 $ 1 .29
7/1/99 $ .05 $1 .24 S.24 $ 1 .53
7/1/02 $ .05 $ 1 .4 0 $ .24 $ 1 .7 7
7/1/05* S .05 S1 .72 $.24 $2.01

* Rato* wouk) 'ncroate fry 12 miitt p«r ogarotl*. which <» 1 2c c>«h c»gj|fott« or 24c per pack, each »uccee<] ng UvM-yoar p«rxx) 
alter Juty 1. 2005

S ec tion  2 requiros that Department o f Rovonue give public notice for each rato chango.

S ec tion  3 raises tho tobacco products tax from 25°o to 100°o of tho wholosalo price of the 
tobacco products.

S ec tion  4 provides for adjusting the tobacco products lax rato basod on tho chango In the 
C onsum er Prico Index for the Anchorage area The index for January 1997 would bo the 
reference base index. The tax would be subject lo  adjustment on July 1 o l each oven* 
numbered year.

S ec tion  5 requires that Department of Revenue givo public notice for each rato chango 

S oc t lo n  6 establishes an effective date of Octobor 1, 1995.



A la ska  D epa r tmen t  o f  R e v enu e
I n c o m e  a n d  E x c i s e  A u d i t  D i v i s i o n

SB  210
Increase Tobacco Taxes 
9*LS1314\C  
March 12, 1996 
Page 3 o f 4

Operating Expenditures

Deparlm ent o l Revenue is requesting operating funds to cover the costs o f a vacant tax 
exam iner III position which was not funded in FY 97. With such a large increase in taxes due 
tho state (increase from $17  to $50*- million annually ), tho department anticipates increased 
taxpayer noncomplianco. With significantly higher leve ls of tax, it is possible that taxpayers 
will look for loopho les o r other methods of lax avoidance. This position will be responsible for 
insuring that all taxpayers are identified arid that taxpayers are filing and paying tho proper 
amount o f tax.

The Dopartmont is requesting contractual funding of $ 5 .0  in each year that tho.e is a rate 
change to cover costs o f public notice, form s revisions and postage.

Revenue

The attached spreadsheet details revenue projuctions from rato increases in this bill



SB 210
IncroAtti Tob.icco Taios 
9LS13141C 
March 12, 1990 
Phoo 4 oU

Alaska Department of Revenue
In cony and Ex c l a# Audit Division

<*y»*
Pro jected Ju ly  ■ Sept

n r  •?
Oct ■ June Total FY M FY 99 FYOO n r oi FY 02

C lg a rs t to s
1 UlhfUf 1 ail.tr

Coniiimplion (packa ol ogarottos) 
Ralo

54.340.000
S O M

13.585,000 
JO 29

1 i i *
33,215,325 

J1 29
46.800.325

Venable

1 fi 1 % AmmsltitJt
44.207,100 

51 29
09%

44.287.100 
J I 29

tn *
42.958.487 

SI 53
Dp*

42.958.487 
SI 1 •

m l
42.950.487 

51 53CiQiirotla To i S t 5.753.600 J3.939.650 J42.84 7.769 546.787.419 557,130.359 557.130.359 565.726.485 565.726.48j 565.726.405

T o b a cco  P ro d u c ts
tUulUllf 1 Ot lor

Consumption (WfioioMio Pr*co)
Halo

56.000.000
2JS

J 1.500.000 
25%

n n
J3.667.500

100%
5.167,500

Venable

1 f* U  4wai*/7il
54.890.000

100%
t r *

J4 841,100 
104%

air*
54.841.100

104%
Sir*

54.453,812
111%

err*

54.453812
111%

Tobacco Products Ta* St.SOO.OOO 5375,000 J3.667.500 J4.042.500 J4.890.000 55.034.744 55.034.744 54.943.731 54.943.731
Total CtQ*r»n« and Tobacco Tai St7 .3SS.600 54.314,650 J46.515.269 550,829,919 562.020,359 562.165,103 570,781,729 570,670,216 570.670,216
Poputatwn Incroato N/A 1 0038 1 0076 1 Ot 18 1 0150 I 0199 1 0239
Miutlod locraaio H'A 51.023.073 62.492.609 62.900 541 71.882.483 72.073.783 72.357.539
lo t*  IX  GofTYTYWK*! 1177 5861 (5102311 (624,026) (629.005) (718825) (720 738) (723,576)
Nat Ctgaratta and Tobacco Tai S I 7.066.014 50.512.642 61,867,683 62.271,536 71,163,658 71,353.046 71.633.963
FY 90 Proraded Nat Ta« (17.066014) (17066014) (17.066014) (17.066.014) (1 7 ,0^ 01 4 | (170860141
Tobacco Tai Incraaaa 533,426,828 544781.669 545,185,522 554,077,644 554,767,037 554,547,949

PaJE Du 3’12/96



Revision Dote: ______________
Tiixr

STATE OF ALASKA
1996 LEGISLATIVE SESSION F IS C A L  N O T E (

No. /

increase Tobacco Taxos

Hill V ersion :
Dopt. AfToctod: RovorHjo (S) Publish Dale:-------- ... j ----
BRU: Roventjp Opefollom
Compononl: Income and Exciso Audit

Sponsor: Sonaior Ellis
Requestor; (S) STA COMPONENT SERIAL NO. 113

Expencliturnj/Ro' enuos: (Thousonds of Dollars)
OPERATING EXP NDITURES FY 97 FY 98 FY 99 FYOO FY0I FY 02

PERSONAL SERVICES 456 45.6 456 **>.6 45.6 456
TRAVEL 1.0 1.0 1.0 1.0 1.0 1.0
CONTRACTUAL 8.0 30 80 80 80 30
SUPPLIES 1.0 1.0 1 0 1 0 10 1.0
EQUIPMENT 8.0 00 00 0.0 0.0 00
LAND V STRUCTURES
GRANTS. CLAIMS
MlSCEl LANEOUS
TOTAL OPERATING 636 506 55.6 S5.6 55.6 50.6

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( GF ) 33.426.8 44,701.7 45.I8S.S 54.077.6 S4.267.0 54.547.9

fUNO SOURCE fThoasonds o f Oo«crs)
1002 Federal Rucoots
1003 GF .Match
1004 GF 636 506 556 566 556 506
‘ OGS GF/Procrom Rococts
1037 G f/M entd Hearth
Other
tOTAL 63 6 506 556 55 6 55 6 506
Eshmcto o l any curtonl yoor (FY96) cost } 0

POSITIONS:
fUU-llM f 1
PART-tWE

_ .
1

‘ EMPCGARY _  . J
ANALYSIS (ANoch c  voporolu pogo i  nocQiKxy)

(See Attochod Analysis)

 J ~ 7 ~
Incpno and /Atxsi W r j i j n  /

.*rvrrjscvvtr .Vuscn L 'Torpors {
6 i jo n c f  CViparTmonl o l Oovefxm

P’VtProd b r 
LV.sxn

Po j E Oc*

PM

fttone : A6V369I
Ooh' March I?. 1996
Oa’ o March 12. I9A5

POtPAfilO l o  w o v e *  a l l  CXSTWUTiON C C « .5  IO  G O V f«<y7S  IfGCLAfTVE o^ncr 
(o r fiaffwr c l tfrCxjfton rtorm cfton ca< Governor's l«>ge«*vo Office

(V jje l o( a
ico
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A laska  Depa r tmen t  o f  R e v enu e
I n c o m e  a n d  E x c i s e  A u d i t  D i v i s i o n

SB 210
Increase Tchacco Taxes 
9-LS1314VC 
March 12. 1996  
Page 2 o f 4

Bill Analysis

Section  1 increases cigarette tax ratos as follows:

E ffec tive
Date

S c h o o l Fund 
B a so  Rate
MS 4J.50 0O0)

G ene ra l Fund 
A dd itiona l Tax

MS 4150.190>

Rate
In c rease

(Gtntrcl fund)
Tota l Tax 
(p e r pack )

Current S .05 S .24 N/A S.29
10/1/96 S .05 S .24 S1 .00 S1.29
7/1/99 S ' 5 S1 .24 S .24 S1.53
7/1/02 S .05 $1 .48 S.24 S1 .77
7/1/05- S .05 S I . 72 S.24 S2.01

• Rita* would if>c»#a»* Cry 12 nuB* p«r cnjar*Hfl. whicft ts > 2e p«r c>gv»tt* ot 2*e oot pack. *acn ivccood>ng period
after JuV 1. 200S.

Section  2 requires that Department of Revenue give public notice for each rato change.

Sec tion  3 ra ises Ihe tobacco products tax from  2 5%  to 100%  of tho wholesale price of tho 
tobacco products.

Section  4 provides fo r adjusting tho tobacco products tax rate basod on tho chango in the 
Consumer Pnco Index for tho Anchorago area . Tho mdox for January 1997 would bo the 
roferonco baso index. Th« lax would bo subject to adjustment on July 1 of each oven- 
numbered yoar.

Section  5 requires that Department o f Rovonuo givo public notice for each rato chango. 

Soction  6 estab lishes an effective date of Octobor t . 1996.



(

Alaska  Depar tment o f  R e v en u e
I n c o m e  a n d  E x c i s e  A u d i t  D i v i s i o n

SB 210
Increase Tobacco Taxes 
9 -L S l3 1 4 \C  
March 12, 1996 
Pago 3 o f 4

O p e r n t i n g  E x p e n d i t u r e s

Doparlm en l o f Revonuo is requesting operating funds to cove r the costs o f a vacant tax 
exam iner III position which was not funded in FY 97 . With such a large increase in taxes duo 
tho state (increase from $17 to $50+ million annually), the department anticipates increased 
taxpayer noncomplianco. With significantly highor leve ls o f tax. it is possib lo that taxpayers 
will look for loopho les or other methods of tax avoidanco. This position will bo responsible for 
insuring that all taxpayers are identified and that taxpayers a re tiling and paying tho proper 
amount o f tax.

The Department is requesting contractual funding of $ 5 .0  in each year that there is a rato 
chango to cover costs of public notico, forms rovisions and postago.

The attached sprcadshoot details revenuo projections from rate increases in this bill

R evenue



SO 210
lnao.v.n Tobacco Tmot 
9L3I3I41C 
Marclt 12. 1990 
Page 4 ol 4

Alaako Depnrtmom of Revonuo
Incoma and Exclso Audit Division

F Y 9 6  FY 97
Proloctod Ju ly  • Sent Oof • Juno Total FY 08 FY 99

aa* 
44.287.100 

$1 29 
$57,130,359

_ FY 00
1ST*

42.958.487 
Si 53

$65,726,485

* FY.01
aa*

47.958.487
$153

$65,720,485

FY 02
oat

42.958 487 
$t 51 

$65,720,485

C lg a ra lto s
t.U ilu iff t ailor

Consumption (pads ol ctgarollos) 
n«i«
Cigarotto Tm

54.340.000 
50 39 

1 15.750.600

I3.VJS.000 
$0 29 

$3,939,650

■ lii%
33.215.325 

$1 29 
$12,847,769

40.800.325 
Van able 

$48,707,419

1 (4 ISiUw tud 
44.287.100 

$1 29 
$57,130,359

T o b a cco  P r- 'd u ctB
/ U lll. ltt t HIM

Consumption (Whole wM Prtca)
Halo 56.000.000

35%
$1,500,000

35%

n  J* 
$3 607.500 

100%
5.167.500

Varuhr*
1 n  l» AuMftifjg

$4,890,000
I0M

1 £"»
$4,841,100

104%
»»*•

$4,641,100
104%

ttra
$4,453,812

tn %
a r t

$4,451,012
111%Tobacco Products To« S t .500.000 $375,000 $3 007.500 $4,042,500 $4,890,000 $5014,744 $5014.744 $4 943 731 $4,943,731

Total Clgaratta and Tobacco Tai Sl7 .35 t.tO O $4,114.(50 $46,515,709 $50.(29.919 $67,020,359 $62,165,103 $70,761,229 $70,670,216 $70,670,216
Population Incraaso U'A 1 00.18 1 0076 1 0118 1 015. t 0199 1 0739
Abutted Inc/as to U'A 51.033.073 67.492.609 62*00.541 71.682.461 72.073.763 72.357.539
lass 1%Com*vssicn (173576 ) (510 2111 (624926/ (679.005) (718,826) |720,7J8) (723.575)
Mat Clgaratta and Tobacco Tai S I7 ,0 S S .0 I4 50.512.(42 61 .1 (7 ,60 62.77t.SM 71.161651

(17.086014)
71.151.046

(17.(186014)
71.611,9(1

117.066.0141FV 90 Protadad Mat Tai (17.084) 014) (17.086.014) (17.066014)
Tobacco Tai tncraasa $11.426,17( $44 761 649 $45,1(5.577 $54,077,(44 $54 767.012 $54,547,949

PaJL CKk *12/96



No.
STATE O r ALASKA
1996 LEC ISLATIVE SESSION FiscALNdrroRrp; Vmlon, css&nocsm)

,  W t ms r c
No w o n  Orto: ____ _____________________
Titlo lncfoc:s«o Tobocco Ta*ot

. 5 b  111C T .
(5) Publish Date:

Dopt. Aflocltid R n v o n u o ___________
BRU: Rovonuo Opofollom
Component Income and F *cuo Audit

Sponxx. Senator Elti«
Roquoslor (S)S1A COMPONENT SERIAL NO. 113
E jrpondituioi/Rovenuoi (Thousand! ol Do*an)
OPERATING EXPENDITURES r v v ; FY 98 FY 99 FY 00 FY 01 FY 02
PE R5QNAL SERVICES 456 456 456 •15 6 45 6 4 56
TRAVEL 10 10 10 10 10 10
CONTRACTUAL 80 30 30 30 30 30
SUPPVJES 10 10 10 10 10 10
EQUIPMENT 80 00 00 00 00 00
LAP JO A STRUCTURES
GRANtS. CLAIMS
MSCELLANEOUS
TOTAL OPERATING 63 6 SO 6 50 6 506 506 506
CAPITAL EXPENDITURES

| CHANGE IN PI VENUE 5 (GO i i  426 6 44.7*1.7 45.040 5 45.267.1 45.533 6 45.7*0 1

FUNO SOU PCI (Ttyxnanat c ( Dolan)
1002 ‘  o o r c /  Rococm
1003 GF Motch
1X4 GF 636 SC6 5 0 6 * 0 6 ! 0 6 506
1005 G r ’V r c & a m  Rocecn
lOVGFfMortoiHwHh
0*v©»
TOTAL 6 3 6 SO 6 506 5 06 5 06 506
EsNmo'o of oey cun o n ' »*o» (FY96) cotl I 0
p o sm o m
FULL WC 
PART TP*
m ro e A a v

ASK VVI lANoch o  teooeDo pope t  nec*t*ory)

rSoo A Mac n od  A /xXyut)

Dmmoh 
Accr 5.«d L> 
A^oncv

R o l f  Ocfc Ovcrw AiSAWI
Da*? A pril IW
Do«* A<rf 3 t 9 *

p-.fPASTd?' .*> .-04 A 4iC«r=T8W tKyiCOM StOCOV iCNO<riitG<aA tM  Of»*CI 
i <v • s~*> tit'txA an  r tom j uyi r j t  tno Oo^wwcn  OOco

.-J^a i of 1
u a c tu u 's n s



A la s k a  D epa r tm en t  o f  R o v enu o
I n c o m e  a n d  E x c i s e  A u d i t  D i v i s i o n

C S SB  210 (STA ) 
Incroaso Tobacco Taxes 
9 -L S l3 1 4 \K  
April 3 . 1996 
Pago 2 o l 3

B i l l  A n a ly s is

S ec tion  1 provido3 mtonl Innguago that now tax rovonuo dorivod Irom  cigarotto and tobacco 
m croasos, subjoct to appropriation, be diroctod toward an aggrossivo anti-tobacco campaign 
targeting children, pass-through grants to municipalities to detect and p rosecu te  p o rson s who 
sell o r supply tobacco to children, and s la te  support o f e lem ontary and seconda ry  oducation.

S e c tion  2 m croasos tho gonora! fund portion o f tho cigarotto tax by S t .0 0  por pack, from  12 
mills (2 4c  por pack) to 6 2  mills ($ 1 .2 4  por pack). Combining those ra tes with tho 2 .5  m ills (5c  
por pack) lovicd under AS 4 3 .5 0 .0 9 0 , which is dodicatod lo  tho Schoo l Fund, tho total tax on a 
pack o f cigarettos would m creaso Irom  S .2 9  to $1 .29 .

S e c tion  3 m croasos tho tobacco products tax from 2 5%  lo  100%  o f tho w ho losa lo  pneo o f tho 
tobacco products.

S e c tion  4 ostabhshos an o lfoctivo dato o f Octobor 1, 1996.

Operating Expenditure*

Dopartmont o f Rovonuo is requesting operating funds to covor tho costs ot a  vacant tax 
oxam inor III position which was not funded in FY  97 . With such a  largo m croaso in taxos duo 
tho s ta lo  (m croaso from $ 17  to $60«- m illion annually ), tho dopartmont anticipates increased 
tAxpayor noncomplianco. With significantly highor lovo ls of tax, it is possib le  that taxpnyors 
will look lor loophoios o r othor m o!hods o l lax avoidanco. This position will bo rosponsibk) for 
insuring that a ll taxpayers a ro  tdonlifiod and thal taxpayers aro filing and paying tho propor 
amount o f tax.

Tho Dopartmont is roquestmg $5 0  additional contractual funding in FY  9 7  to covo r costs  of 
public notico o f rato m croasos. fo rm s rovnsicns and postage.

Revenue

Tho attached spreadsheet dotans rovonuo projoctions from  rato m croasos in this bill



Alaska Dopnrtmcnt of Rovonuo
Incoma and Exclaa Audit D lv ltlon

CSSO 2 10<S TA) 
Irv./ojso Tobacco !•>•* 
0-LSI314VX 
Apfil 3, I POO 
Pago 3 ol 3

- « i' • ■ n r or :
A A y-S o p t Oct Juna Total P Y 9 I*  j t .F Y .M x  ,

09%
44.367.100 

$1 39

iw in r o o  j )

44,307,100 
$1 79

1$ n r ot

44.307,100 
$1 79

n r 02

44.267.100 
$1 79

C lg a n t t c a
MiltHutj / 

Cootumpbon (pacta ol ctQarottaa) 
FUla

54 .340 .000

t o n
13.565.000 

*0 79
■ l i r a  

33.315.375 
$1.39

40.000.375
Vanabta

1 11 7%
44.307.100 

11 79C<gaiana Tai f t 5 .7 iS .6 0 0 13 9)9.630 147.#47.709 140.707/19 157.130.359 157.130,359 157.130.359 157.130.359 $57,130,359

T o b a cco  P ro d u c ta
fU iA tirj T a n -  

Conwmptoo (Wholaaala Prica) 
fU lt

t S  000 .000 
7 5 *

11.500.000
75%

•TIM
13.607.500

100%
5.107.500

Vaoabta

r ii i%
14.090.000 

' 0%
14.090.000

100%
{4.090.000

to o \
14 090.000 

100%
$4 090.000 

100%Tobacco Pioducta Tai S t .5 0 0 0 0 0 137SOOO 13.607.500 $4,043,500 14.090.000 $4,090,000 $4,090,000 14.090.000 14.090.000
Total Cigafttta and Tobacco Tax S t7 JS S ,fO O 14.3U .tS0 146.S1S.7ft 150,179,911 103.030.359 163.070.359 163.030,359 $67,070,359 $62,030,359
Population Incraaaa f t  'A 1 0030 1 0070 1 0110 1 0150 1 0199 1 0730
XO fM ad IncfMM U 'A 51.073.073 07.493.009 07.754.005 63.003.109 03.757.133 63.501.157
Lou 1% Cc*Tvr»t**on _ f (#34,976) (037.541) (030,031) 1037.521) (635.012)
Nat Ciga/atia and Tobacco Tai t t 7 ,0 S t ,0 J 4 50.517.947 91,047.903 63.130,544 63J  73,070 93.919.117 67.1(6.149
f y  90 PrOfaciad Nat Ta« (17.000.014) (17,000.014) -117*000.0 U1 (17.000.014) 0 W W I 4 ) (17.006 014)
Tobacco Tai Incraaaa 133,470,079 $44,791,669 $45,040,530 $45,397,064 $45,533,596 $45,790,133



STATE OF ALASKA
1996 LEGISLATIVE SESSION FISCAL NOTE BILL NO: CSSB210(STA)

RevaicnDoto Oopt Affoctod: Rovonuo___________________
Title inoooso Tobocco Tgmt_______________________ BWU Povonuo Opofcittons_________
 __________________________________________________ Component Incomo ond Cictto Atidil______
Sponso* Senator Ellis
Roqumlcv (S)STA____________________________________________ COMPONENT SERIAL NO._______________________ _U 3

t irxfxbKjrot/Bovonoat;__________   (Tho-rtonchof Do«on)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY00 FY0I FY 02

PERSONAL SERVICES 466 45 6 466 466 456 456
TRAVEL 10 1 0 1 0 10 1 0 10
CONTRACTUAL 80 30 30 30 30 30
SUPFMES 1 0 i n 10 10 1 0 1 0
EQUIPMENT 80 00 00 00 00 00
IANO A STRUCTURES
GRANTS. CLAIM?
WSCELLANEOUS
TOTAL OPERATING 63 6 SO 6 SO 6 5 06 5 0 6 506

CAPITAL EXPENDITURES I

CHANGE IN REVENUES (G f) 33.476 8 44.781.7 45.040 S 45.287.1 45.533 6 45.780 1

FUND SOURCE (The*jvndi o l Dolon)
TOO? f <K*vcX Pecootl
1CG3GF Mo?cn
1004 Gf 636 S06 606 606 506 506
1006 Gf/P»oo'<xn Rococo
1037 Gf/Montal Noam
O ttw
IOFAL 6 3 6 SO 6 506 506 506 506
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Alaska  Depar tmen t o f  R evenu o
I n c o m e  a n d  E x c i s e  A u d i t  D i v i s i o n

C S S B  210 (STA ) 
Incroase Tobacco Taxes 
9 -LS 1314 \K  
April 3 , 1996  
Pago 2  o f 3

Bill Analysis

S ec tion  1 providos mtont language that now tax rovonuo derived Irom cigarotto and tobacco 
incroases. sub|OCt to appropriation, bo direclod toward an aggrossivo anti-tobacco campaign 
targoting childron. pass-through grants to municipalities to detect and prosocu lo persons who 
se ll o r supply tobacco lo children, and sta lo support of e lementary and secondary oducalion .

S e c tion  2 incroasos tho gonoral fund portion of tho cigarotto tax by S i .0 0  por pack; from 12 
m ills (2 4 c  por pack) to 62  mills (S i .24 por pack). Combining these rates with tho 2 .5  mills (5  
por pack) leviod undor AS 4 3 .5 0 .0 9 0 . which is dedicated to tho School Fund, tho total tax on a 
pack o f cigarottos would incroase from $ .29  to $1 29.

S e c tion  3 incroasos tho tobacco products tax from 2 5%  to 100%  of tho wholesale price ot tho 
tobacco products.

S e c tion  4 establishes an offoctivo dato of Octobor 1, 1996.

Opernting Expenditures

Department o f Rovonuo is requesting operating funds to cover tho costs of a vacant tax 
oxam incr III position which was not funded in FY 97 . With such a largo mcroaso in taxes duo 
tho stato (m croaso from $17 to $ 60*  million annually), tho department anticipates increased 
taxpayor noncomplianco. With significantly highor lovois of tax, it is possiWo that taxpayors 
will look to. loopho les or othor mothods of tax avoidance. This position will bo responsib le for 
msunng that a ll taxpayors aro identified and that taxpayers a ro  filing and paying tho proper 
amount of fax.

Tho Dcparlm ont is requesting $5 .0  additional contractual funding in FY 97 to covor costs ot 
public n o tc o  o f rato incroases. form s revisions and postago

Revenue

Tho attachod spreadshoot dotails rovonuo projections from  rato increases in this bill.



CS50 2ICHSTA)
Inornate Tobacco Taiot
9LS13I4VK
Apt!;). 1990
Pago 3 ol 3

F Y M  
Profacfad

54,340.000
$079

$15.750 600

Clgarvttaa
I  UjfKlf* f *M

Contumpiien (pack* ol ogorottot) n«to
C<gar»t!o Ta«

T o b a c c o  P ro d u c t•

lluiuii T«m
Comomp'wn IWitototaia Price) $6.000.000
"aio_________________________________ 75*
Tobacco Products Tai $1.500000
Tolal CignnNi and Tobacco Tat $17,736,600
PopuUU-iO Inornate H A

Adyutlod Inornate n  A

L»« P.CwnnviVMi ( I f ?  V * l
Hal Cigar pn* and Tobacco Tai $17,046 014

T V 98 Protected Hal Tai
Tobacco Tai tncraaia

Juty • 5opl

13,585.000 
$0 79 

53.939.650

$1,500,000 
75% 

1375 000
14.314.(50

Pa%4l On*

nr 87
O ct-Ju n o

i t ia
33.715.375 

 $1 79

t in  
1J.W7.500 100*. 
$3 667.500

Text I FY 98 FYW n r oo FY 01 FY 07

48.800,375
VanafVa

140.787.419

1 M I*
44.287.100 

$1 79 
$57,130,359

itira
44 287.100 

$1 29 
157.130.359

44.267.100 
$1 79 

157.130.359
44.787.100 

f l  79 
$57,130,353

44.287.100 
$1 79 

557.130,359

5.167.500
Vtnabdo

1 It 1*
$4,890,000

100%
$4 690.000 

100%
14.690.000

100%
$4 890.000 

100%
$4,890,000

100%14,042.500 14.690.000 14 890.000 14.890.000 $4 690 000 $4 890.000
1S3.879.919 147.070.359 147.070.359 147.070.359 147.070.359 147.070.359

1 0038 1 0078 I 0H 8 1 0158 1 0199 1 0739
51.023.073 67.497 609 67.754 COS 63 003.109 83 752,133 63 501.157

(510.731) (674 976) (630.031) 1*37,571) (63501?)
50.517.142 61.887.483 47.174.544 62,373.070 82.419.612 67.666.144

(17.080 014) (17,086 014) (17 C66.0I4) (17.086 014) (17086014) (17,066,0*4)
133,478.878 14/ 781,449 145040,'30 145,787.044 $41,533,598 $45,780,132

4'5'M



SENATE FINANCE COMMITTEE

SB 2 1 0  INCREASE TOBACCO TAXES

P l e a s e  S i g n - I n  B e l o w

NAME : .  %

C o . / D e p t / T i t l e :  

A d d r e s s :  X o ferC

P h o n e :

Z i p :  / _______

Do  y o u  w i s h  t o  t o s t i f y ?   Y e s   N o  ^  R e s p o n d  t o  Q u e s t i o n s

NAME : t i c J jL ■3.V .
C o . / D o p t / T i t l o ;  / W . d   P h o n o :  3 3  7 - 0 0 7 / ,.

A d d r e s s :  / 3 ‘ /~T__________________ (£ id / J a £ ljilI i- J l u f c _____________  Z i p :  ______

Do y o u  w i s h  t o  t e s t i f y ?  X  Y e s   N o  y  R e s p o n d  t o  Q u e s t i o n s

NAME: L \ V  rgve /  ? J  A / r f c * K a j & ' s  

C o . / D e p t / T i t l e :  r ____________ P h o n e :  V

A d d r e s s :  ' a s x  £ = / ~  r ' A  Y   Z i p :  ^  ^

D o  y o u  w i s h  t o  t e s t i f y ?  Y e s   N o  R e s p o n d  t o  Q u e s t i o n s

NAME 

C o

: 3  iS-j c \W V  l v

. / D o p t / T i t i e :  

d d r e s s :

P h o n e :  M U S - S T 1 3

o  y o u  w i s h  t o  t e s t i f y ?   Y e s  ____ No s p o n d  t o  Q u e s t i o n s ::

S F C - 9 6 -  1 - 05/01/96



NAME: ( L s r X  P / w ? ( l i o i r

C o . / D e p t / T i t l c : w .C r': ’- ! ^ i L t £  P h o n e :  V v ^ l L ?

A d d r e s s :  /£><f >  P . / V n / ^.C i )  ( 4 - ^ ^  ________________ Z i p : ______________________

Do y o u  w i s h  t o  t e s t i f y ?   Y e s  y No  v r ,  R e s p o n d  t o  Q u e s t i o n s

NAME
, . — t —

C o . / D e p t / T i t l e :  C a  0 \ v - c ^ W  K A o * > e \  i y  \> t ->V  c"  P h o n e :  ~ L (  7

A d d r e s s : ______________________________________________________________ Z i p : ___________________

D o  y o u  w i s h  t o  t e s t i f y ?  N  Y e s   N o   R e s p o n d  t c  Q u e s t i o n s

NAME:

C o . / D e p t / T i t l e ________________________________________________  P h o n e :

A d d r e s s : _______________________________________________________________ Z i p :

D o  y o u  w i s h  t o  t e s t i f y ?   Y e s   N o   R e s p o n d  t o  Q u e s t i o n s

NAME:

C o . / D e p t / T i t l e : _________________________________________________  P h o n o :

A d d r e s s : _____________________________________________________________ Z i p :  

D o  y o u  w i s h  t o  t e s t i f y ?   Y e s   No   R e s p o n d  t o  Q u e s t i o n s

NAME:

C o . / D c p t / T i t l c : _________________________________________________ P h o n o :

A d d r e s s : _____________________________________________________________  Z i p :  

D o  y o u  w i s h  t o  t o s t i f y ?   Y e s   N o   R e s p o n d  t o  Q u e s t i o n s

S F C - 9 6 0 5 / 0 1 / 9 6



Alaska S ta te  Legislature
Session:
State Capitol S e n a te  S ta te  AIT a irs  716W4!hAv»uc
Juneau AK 99801-1182 Anchorage AK 99301-2133

■C S 5 J? . 2 1Q (ST-M V e rs io n  " K "  d a te d  3 /26 /06

" A n  A ct r e l a t i n g  to ta x e s  on c i g a r e t t e s  a n d  to b a c c o  
p r o d u c t s ;  a n d  fo r  a n  e f fe c t iv e  d a t e . "

S e n a te  S la t e  A f f a i r s  C S  adds a f la t S I . 0 0  per pack ( 6 2  m i ls )  tax on 
c iga re ttes . (O r ig in a l  b i l l  tax amount esca la ted  up on a p e r iod ic  basis 
and inc luded  C P I  in c rea se s .)

I n t e n t  l a n g u a g e  a ls o  added to direct new  fund ing  fo r :  1 0%  to be
used fo r  e s ta b l is h in g  an agg re ss ive  an t i - to b a c c o  cam pa ign  ta rgeting 
ch i ld ren , adm in is te red  by the D epa rtm en t o f  H ea lth  and S o c ia l 
S e rv ice s ; 1 0%  to be used by the Departm en t o f  Pub lic  S a fe ty  as pass­
th rough g ran ts  to m un ic ip a l i t ie s  to detect 3 nd p ro secu te  those who 
se ll o r  o th e r w ise supp ly  tobacco to ch i ld ren ; rem a inde r to be 
expended  f o r  state suppo r t  o f  e lem en ta ry  and seconda ry  educa tion .

F I S C A L  N O T E S :  N o te  that the fisca l note fo r  SB  23-1 (a ls o  an Act
re la t in g  to taxes on c iga re ttes  and tobacco  p ro du c ts )  m ore  accu ra te ly  
re f le c ts  the expected  revenues o f  this new C S  fo r  the f irs t three f isca l 
years F Y 9 7  through F Y 9 9 .  A revised f isca l note f rom  Departm en t o f  
R evenue  sh ou ld  re f le c t  these changes .

A n n
• 1 / 2 /9 6
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S P O N S O R  S T A T E M E N T  
C S  F O R  S E N A T E  BELL  2 1 0  (S T A T E  A F F A IR S )

T O B A C C O  T A X

C S  f o r  S e n a t e  B U I 2 1 0  (S t a t e  A f fa i r s )  w o u ld  r a i s e  th e  e x c is e  t a x  o n  to b a c c o . 
T h is  p r o p o s a l  fo l lo w s  th e  r e c o m m e n d a t io n  o f  th e  L o n g  R a n g e  F in a n c i a l  
P la n n in g  C o m m is s io n ,  a n d  is  d e s ig n e d  to  p r o v id e  m o r e  r e v e n u e s  to  m o re  
e f fe c t iv e ly  o f f s e t  th e  c o s t s  o f  t o b a c c o - in d u c e d  d i s e a s e s ,  a n d  to  k e e p  p e o p le  
f r o m  fo rm in g  t o b a c c o  a d d ic t io n s  a t  a n  e a r ly  a g e .

T o b a c c o  u s e  is  th e  s in g le  m o s t  p r e v e n ta b le  c a u s e  o f  p r e m a t u r e  d e a t h  a n d  
c r ip p l in g  d is e a s e  in  th e  U n it e d  S t a t e s ,  a n d  A la s k a  n e a r ly  t o p s  th e  n a t io n a l  
l i s t  f o r  s m o k in g - r e la t e d  d e a t h s .  T w e n ty - e ig h t  p e r c e n t  o f  A la s k a n  a d u lt s  
sm oK C  c ig a r e t t e s  r e g u la r ly  a s  c o m p a r e d  to  th e  n a t i o n a l  m e d ia n  o f  tw e n ty -  
tw o  p e r c e n t .  N e a r ly  e ig h t y - f o u r  p e r c e n t  o f  A la s k a n  a d u l t s  w h o  s m o k e  
s t a r t e d  b e tw e e n  th e  a g e s  o f  1 0  a n d  2 0  y e a r s  o ld .  T h e s e  s t a t i s t i c s  p ro v id e  
c o m p e l l in g  r e a s o n s  to  b r in g  A la s k a 's  t o b a c c o  t a x e s  u p  to  a  le v e l t h a t  
c o r r e s p o n d s  to  th e  r a t e  o f  t o b a c c o  a b u s e  in  A la s k a .

T h e  c u r r e n t  t a x  o n  c ig a r e t t e s  is  $ . 2 9  p e r  p a c k ,  s e t  in  1 9 8 9 .  U n d e r  t h is  
p r o p o s a l ,  c ig a r e t t e s  w o u ld  b e  ta x e d  a t  a  r a t e  o f  6 2  m i l l s  p e r  c ig a r e t t e ,  w h ic h  
w o u ld  a m o u n t  to  a  le v y  o f  $ 1 . 2 9  p e r  p a c k  u n t i l  1 9 9 9 .  T h e  S t a t e  A f fa i r s  
C o m m it te e  S u b s t i t u t e  d e le te s  m o s t  o f  S e c t io n  1 o f  t h e  o r ig in a l  b i l l ,  w h ic h  
w o u ld  h a v e  in c r e a s e d  th e  e x c is e  le v y  b y  1 2  m U ls  e v e r y  t h r e e  y e a r s .  T h e  
S t a t e  A f fa i r s  C S  a ls o  d e le te s  th e  c o n s u m e r  p r ic e  in d e x  (C P I )  a d ju s tm e n t  
c o n ta in e d  In  S e c t io n  4  o f  th e  o r ig in a l b i l l ,  w h ic h  w o u ld  h a v e  in c r e a s e d  th e  
e x c is e  o n  c ig a r e t t e s  in  r e la t i o n  to  th e  r a t e  o f  i n f la t i o n .

F o r  t o b a c c o  o t h e r  t h a n  c ig a r e t t e s ,  th e  e x c is e  t a x  le v ie d  w o u ld  in c r e a s e  f r o m  
2 5  p e r c e n t  to  1 0 0  p e r c e n t  o f  th e  w h o le s a le  p r ic e  o f  t o b a c c o  p r o d u c t s .
C S S B  2 1 0  (S t a t e  A f fa i r s )  is  a n  Im p o r t a n t  c o m p o n e n t  o f  th e  L o n g  R a n g e  
F in a n c ia l P la n n in g  C o m m is s io n 's  p r o p o s a l to  b r id g e  A la s k a ' s  f i s c a l  g a p  -- it is  
e s t im a te d  t h a t  t i l l s  t a x  in c r e a s e  w o u ld  r a is e  a t  le a s t  $ 3 3  m i l l i o n  a n n u a l l y  
b e g in n in g  In  F Y 9 7 .  M o re  Im p o r t a n t ly .  It w o u ld  d r a m a t i c a l l y  lo w e r  te e n a g e  
s m o k in g  a n d  t o b a c c o  u s e . a n d  w i l l r e d u c e  fu t u r e  e x p e n d i t u r e s  o n  h e a l t h  
c a re  c o s t s .



T h e  S t a t e  A f f a i r s  C S  a d d s  le g is la t iv e  In t e n t  la n g u a g e ,  w h ic h  d i r e c t s  w h e re  
th e  m o n e y  r a i s e d  f r o m  t h is  t a x  s h o u ld  b e  s p e n t .  T e n  p e r c e n t  w o u ld  b e  u s e d  
to e s t a b l i s h  a n  a n t i - t o b a c c o  c a m p a ig n  a im e d  a t  c h i ld r e n  a n d  a d m in i s t e r e d  b y  
th e  D e p a r tm e n t  o f  H e a l t h  a n d  S o c ia l S e r v ic e s .  A n o t h e r  te n  p e r c e n t  w o u ld  
go  to  th e  D e p a r tm e n t  o f  P u b l i c  S a fe t y  a s  p a s s - t h r o u g h  g r a n t s  to  m u n i c i p a l ­
i t ie s  to  a id  t h e m  in  c r a c k in g  d o w n  a n d  p r o s e c u t in g  th o s e  s t o r e s  a n d  v e n d o r s  
t h a t  I l le g a l ly  s e l l  t o b a c c o  p r o d u c t s  to  m in o r s .  T h e  r e m a in in g  r e v e n u e s  
w o u ld  b e  u s e d  to  fu n d  e le m e n t a r y  a n d  s e c o n d a r y  e d u c a t io n  in  th e  s t a t e .

I u rg e  y o u r  s u p p o r t  o f  C S S B  2 1 0  (S ta te  A f fa i r s ) .



Jun
ea

u 
Tee

n 
He

aIt
 ̂C

en
te

r

^  ̂  • •*» - V* • W* — • '*• * •'

Senator Rick Halford. Co-Chair 
Senate Finance Committee 
State Capitol 
Juneau. AK 99811

re Tobacco Tax

Dear Senator Halford,

I am writing to urge you to reconsider the notion of a Tobacco Tax. I am 
strongly in favor of this tax as I believe it will reduce the number of teen­
agers who will begin smoking. This fact alone is enough lo reduce the 
total dollars we Alaskans spend on health care in the lono run. In the 
short run we im II have a new stream of revenue that can pay for some of 
the expensrvc treatments associated with prolonged smoking -  lung 
cancer, emphysema, chronic bronchitis and the like.

P h a s e  a l k y / /  t h i s  i s s u e  t o  h a v e  j  p u b i c  h e a r i n g  b e f o r e  g o t n g  t o  t h e  f u l l  

S e n a t e .

The current level of tobacco tax is one of the lowest in the nation and has 
ro t  kept pace with inflation. When first initiated, the tax equaled 24%  of 
the cost of a pack of cigarettes; currently, the tax Is only 14% . P lease 
overcome your aversion to taxas in general. Pay special attention to this 
one as it is supported by about 3/4 of the people of this state.

Sincerely.

Avis C. Hayden. PhD 
Adolescent Health Coordinator

or Senator Jim Duncan. Juneau

TQT*. p  o i
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F i r s t  C o m m i t t e e  o f  R e f e r r a l

DATE: 1/10/96 F U R T H E R S  Finance

Dato o f  5 -Day N o t i c e : . z h k tL  
(in accordance with Unifcvm Ru le  23 )

The State A ffa rs  Committee considered SB 2 1 0
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