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D R A F T  B I L L  A N A L Y S T S

Section  1  establishes the leg is la tve in ten t to  use revenues generated by increases in  the 
c igare tte ta x  rate fo r the state suppo rt o f  e lementary and secondary education and 
revenues generated by increases in  the tobacco tax rate to  establish and main ta in an an ti­
tobacco campaign targeted at children.

S ec tion  2 increases the Schoo l Fund p o r tio n  o f  the c igare tte tax rate by S I.00 per pack o f  
20; from  2.5 m ills  per c iga re tte  ($.05 per pack) to  52.5 m ills  per c igare tte ($1.05 per 
pack). C om b in ing  th is rate w ith  ihe 12  m ills  per c igare tte ($.24 per pack) levied under AS 
43.50.190, w h ich  goes to  the General Fund, the to ta l tax rate on a pack o f  cigarettes 
w ou ld  increase from  $.29 to  $1.29.

S ec tion  3 T h is  section on ly takes e ffec t i f  section 1 o f  th is act is ru led unconstitu tiona l 
(see section 6). I f  so, the sta tu te w ou ld  be amended back to  how  it was p r io r to  the b ill 
passage.

S ec tion  4 Th is  section on ly  takes e ffec t i f  section 1 is ru led unconstitu tiona l (see section
6). I f  so, th is section increases the General Fund p o rtio n  o f  the c igare tte tax rate by $1.00 
per pack o f  20; from  12  m ills per c iga re tte  ($.24 pe r pack) to  62 m ills per c igare tte ($1.24  
per pack) th ro ugh  F Y  2000. C om b in ing  th is rate w ith  the 2.5 m ills  per c iga re tte  ($.05 per 
pack) lev ied under AS 43.50.090, w h ich  is dedicated to the School Fund, the to ta l tax rate 
on a pack o f  c igare ttes w ou ld  increase from  $.29 to  $1.29.

S ec tion  5 increases the tobacco p roducts tax rate from  2 5 %  to 10 0 %  o f  the wholesale 
price o f  the tobacco products.

S ec tion  6 p rov ides fo r sections 3 and 4 o f  th is A c t on ly tak ing e ffec t i f  ded ica tion o f  the 
proceeds o f  the c igare tte tax to  the Schoo l Fund is found to  be unconstitu tiona l.

S ec tion  7 establishes an e ffe c tive  date o f  O c tobe r 1, 1997 fo r sections 1, 2, and 5 o f  tliis  
act.

S ec tion  8 establishes an e ffec tive  date o f  w h ich  ever o f  the fo llow ing  comes la ter fo r 
sections 3 and 4 o f  th is act: ( 1 )  when a cou rt enters a final judgement that the amendment
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under section 1 o f  th is act is unconstitu tiona l o r (2) when the tim e fo r appeal has exp ired 
o r upon en try  o f  a fina l o rde r on the appeal tha t section 1 is unconstitu tiona l.

O P E R A T I N G  E X P E N D I T U R E S
Departm ent o f  Revenue is requesting opera ting funds to  cove r Vi the costs o f  a Revenue 
A u d ito r I I I  position. W ith  such a large increase in  taxes due the state (increase from  $ 17  
to  $60 m illio n  annually), the departm ent antic ipates increased taxpayer noncompliance.

W ith  s ign ifican tly  h igher levels o f  tax, it  is possible tha t taxpayers w il l lo o k  fo r loopho les 
o r o the r methods o f  tax avoidance. Th is  Vi pos ition  w il l be responsible fo r ensuring tha t 
all taxpayers are iden tified  and tha t taxpayers are filin g  and paying the p rope r amount o f  
tax. The p ro jected annual salary costs fo r  the Vz p o rtio n  o f  th is pos ition  comes to  $30.0.

The departm ent is also requesting one tim e 98 fund ing o f  $5.0 fo r  con tractua l funds to 
cove r costs o f  pub lic  no tice o f  rate increases, fo rm s revisions and postage, and $4.0 fo r 
equipment ($3.5 fo r com pu te r costs and $.5 fo r  o ffice  equipment). The recu rring  costs 
w ill be $2.5 to  cove r travel, con tractua l and supplies.

R E V E N U E  C O L L E C T E D

Alaska D epartm ent of Revenue
I n c o m e  a n d  E x c i s e  A u d it  D iv is io n

The attached spreadsheet deta ils revenue p ro jec tions from  rate increases in th is bill.
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C / g a ro tte s
Elastiil/y Factor 

Consumption (packs of cigarettes) 
Rale
Cigarette Tax

Less 1.0% Commission

Net Cigarette Tax

FY 97 Projected Net Cigarette Tax

Net Cigarette Tax Increase 
Increase to S choo l Fund

T o b a c c o  P r o d u c t s

Elasticity Factor 
Consumption (Whole. Pr. 1996 $)
Rale
Tobacco Products Tax

Less 1.0%  Commission

Net Tobacco Products Tax

FY 97 Projected Net Tob. Prod, Tax

Net Tobacco P rod . Tax Increase 
Increase to Genera l Fund

C ig a r c t to  a n d  T o b . P r o d u c t s

Net Cigarette and Tobacco Tax

Net Cig, and Tob. Increase

Alaska Department of Revenue 
In c o m e  a n d  E x c i s e  A u d it  D iv is io n  

Projectod Revenue Increases from Change In Tobacco Tax Rates

M B B B ttm I 1 W I I I l l l l i S l I i ■ n m m s o m m B B m ■ n

•18.JH 
20,625,595 * 

$ 1.29

o.mi 
42 ,938,393 

$1.29

o.mi
42,938,393

$1.29

o.mi
42 ,938,393

$1.29

o.rm
42 ,938,393

$1.29

o.mi
42,938,393

$1.29

o.mi
42,938,393

$1.29
$36,927,017 $55,390,527 $55,390,527 $55,390,527 $55,390,527 $55,390 ,527 $55,390,527

(369,270) (553 ,905) (553,905) (553 ,905) (553,905) (553,905) (553,905)

$36,557,747 $54,036,622 $54,836,622 $54,836,622 $54,336,622 $54,836,622 $54,836,622

(10 .083,937) ‘ (15 .125.905) (15.125,905) (15.125 .905) (15,125 ,905) (15,125,905) (15,125,905)

J26 .473.810
J26 .473.810

$39,710,717
$39,710,717

$39,710,717
$39,710,717

$39,710,717
$39,710,717

$39,710,717
$39,710,717

$39,710,717
$39,710,717

$39,710,717
$39,710,717

■tain 
$3,591,648 * 

100%

o.mt,
$5,387,473

100%

o.mi
$5,387,473

100%

o.mi
$5,387,473

100%

o.mi
$5,387,473

100%

o.mi
$5,387,473

100%

o.rm
$5,387,473

100%
$3,591,648 $5,387,473 $5,387,473 $5,387,473 $5,387,473 $5,387,473 $5,387,473

(35,916) (53 ,875) (53 ,875) (53 ,875) (53 ,875) (53,875) (53,875)

$3,555,732 $5,333,599 $5,333,598 $5,333,598 $5,333,598 $5,333,598 $5,333,598

(1 ,090 .715) (1 .636 ,073) (1 ,636 ,073) (1 ,636 ,073) (1 ,636,073) (1 ,636 ,073) (1 ,636 ,073)

J2 ,466,016 
J2 .466.016

$3,697,625
$3,697,625

$3,697,625
$3,697,526

$3,697,625
$3,697,626

$3,697,625
$3,697,625

$3,697,625
$3,697,625

$3,697,626
$3,697,525

J4 0 ,113,479 ‘ $60,170,220 $60,170,220 $60,170,220 $60,170,220 $60,170,220 $60,170,220

J28 .938.827 * $43,408,242 $43,408,242 $43,408,242 $43,408,242 $43,408,242 $43,408,242

‘ Note: The bill's effective date results in the tax increase covering 8 months in FY 98.

tobsb l 3 draft prepared by brett fried 2/1/97 12:55 PM
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CS FOR SENATE BILL NO. 13(HES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - FIRST SESSION 

BV THE SENATE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATORS SHARP, Ellis

A BILL

FOR AN ACT ENTITLED

1 "An Act relating to taxes on cigarettes and tobacco products, and to the filings

2 of returns for and the use of the proceeds of those taxes; and providing for an

3 effective date."

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

5 II * Section 1. LEGISLATIVE FINDINGS. The legislature Finds that

6 II (1) the first two and one-half mills of the tax on cigarettes supports the "school

7 || fund," a pre-Statehood dedicated fund the proceeds of which are to be used only for the

8 construction and maintenance of public school facilities and for closely related purposes;

9 II (2) as reported in the Alaska Constitutional Convention Proceedings, the

10 || delegates to Alaska’s Constitutional Convention, while favoring a general prohibition against

11 dedicated funds, authorized an exception in order to permit the continuance of a dedication

12 for special purposes in effect on the date of ratification of the proposed state constitution;

13 II (3 )  in debate about the provision, key members of the convention committee

14 || that developed its language, defending the exception, related that the provision was drafted

-1-
New T e x t  U n d e r l in e d  (DELETED TEXT BRACKETEDJ
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1 so that the rate of taxation that supported a dedicated fund could be changed by law without

2 affecting the status of the dedication;

3 (4) the attorney general, in a 1959 opinion, concluded that the legislature was

4 without power to raise or lower the dedication by increasing or decreasing the rate of a tax
5 or license fee;

6 (5) while the intent of the constitutional framers has weight in determining the

7 intent of the Constitutional Convention and has influenced the legislature in its decision to

8 increase the rate of the tax on cigarettes dedicated for deposit to the "school fund," a final

9 resolution of the question rests with the courts, which may find that any change made by the

10 legislature in the rate of taxation of cigarettes eliminates the dedicated status of the "school

11 fund" as an exception to the dedicated fund prohibition; and

12 (6) it is in the best interests of the state that the tax on cigarettes be increased,

13 but that provision for the increase in the rate of the state’s tax on cigarettes shall be made in

14 the alternative so that, in the event a court makes a final determination that adjustment of the

15 rate of the tax that supports a dedicated fund eliminates the dedication, the tax will return to

16 its current rate, its dedication for school facility related purposes may continue, and die

17 increased levy shall instead be deposited into the general fund for the uses and purposes

18 otherwise described in this Act.

19 * Sec. 2. LEGISLATIVE INTENT. It is the intent of the legislature that, of the tax

20 revenue derived

21 (1) from the amendment to the cigarette tax made by sec. 5 of this Act, the

22 amount obtained be deposited into the school fund (AS 43.50.140) and used as required by

23 that section for state support of elementary and secondary education;

24 (2) from the amendment condngendy made to the cigarette tax by sec. 7 of this

25 Act, subject to appropriation by the legislature to the school construction savings fund, an

26 endowment trust fund, with the income to be used for state support of elementary and

27 secondary education; and

28 (3) from the amendment made to the tobacco tax by sec. 9 of this Act, subject

29 to appropriation, the amount obtained be used to establish and maintain an aggressive anti-

30 tobacco campaign targeting children, to be administered by the Department of Health and

31 Social Services, and be used to establish and maintain a program of pass-through grants to

0-LS0159\K
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New T e x t  U n d e r l in e d  (DELETED TEXT BRACKETED1



1 municipalities to detect and prosecute those who sell or otherwise supply tobacco to children,

2 to be administered by the Department of Public Safety.

3 * Sec. 3. AS 37.13 is amended by adding a new section to article 2 to read:

4 Sec. 37.13.320. Corporation to manage school construction savings fund.

5 The corporation shall manage the school construction savings fund subject to

6 AS 37.13.120.

7 * Sec. 4. AS 37.14 is amended by adding a new section to read:

8 Article 2A. School Construction Savings Fund.

9 Sec. 37.14.175. School construction savings fund established, (a) The

10 school construction savings fund is established as a separate endowment trust of the

11 state. The principal of the school construction savings fund consists of legislative

12 appropriations to it, including those made under AS 43.50.190(c), and amounts

13 transferred from the fund’s income to the fund’s principal sufficient to offset the

14 effects of inflation on fund principal during the fiscal year.

15 (b) The school construction savings fund shall be held and invested by the

16 Alaska Permanent Fund Corporation subject to AS 37.13.120.

17 (c) The earnings from the school construction savings fund shall be accounted

18 for separately. Subject to appropriation, after transfer from income earnings to the

19 fund’s principal of an amount sufficient to offset the effects of inflation on fund

20 principal during the fiscal year, the remaining income may be used for a purpose

2.1 described in AS 43.50.140. This section is not intended to create a dedication in

22 violation of art. IX, sec. 7, Constitution of the State of Alaska.

23 * Sec. 5. AS 43.50.090(a) is amended to read:

24 (a) There is levied an excise tax of 52 1/2 [TWO AND ONE-HALF] mills on

25 each cigarette imported or acquired in the state. Each licensee shall, at the time of

26 filing the return required by AS 43.50.080, pay to the department the excise for the

27 calendar month covered by the return, deducting three-tenths of one percent of the

28 total tax due, which the licensee shall retain to cover the expense of accounting and

29 filing returns. Cigarettes upon which the excise is imposed are not again subject to the

30 excise when acquired by another person.

31 * Sec. 6. AS 43.50.090(a) is amended to read:

II WORK DRAFT WORK DRAFT 0-LS0159\K
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(a) There is levied an excise tax of two and one-half [52 1/2] mills on each 

cigarette imported or acquired in the state. Each licensee shall, at the time of filing 

the return required by AS 43.50.080, pay to the department the excise for the calendar 

month covered by the return, deducting three-tenths of one percent of the total tax due, 

which the licensee shall retain to cover the expense of accounting and filing returns. 

Cigarettes upon which the excise is imposed are not again subject to the excise when 

acquired by another person.

* Sec. 7. AS 43.50.190 is amended to read:

Sec. 43.50.190. Additional tax levy on cigarettes, (a) There is levied an 

excise tax of 62 [12] mills on each cigarette imported or acquired in this state.

(b) The tax levied by this section is in addition to the tax levied by 

AS 43.50.010 - 43.50.180. The tax shall be administered and collected in the same 

manner as the tax levied by AS 43.50.010 - 43.50.180, except that receipts from the 

tax shall be deposited in the general fund and mav be appropriated bv the 

legislature as provided bv (c) of this section. The penalties provided in AS 43.05 

apply to the tax levied in this section.

* Sec. 8. AS 43.50.190 is amended by adding a new subsection to read:

(c) The tax collected under (a) of this section that is deposited into the general 

fund shall be accounted for separately in an account called the "school construction 

savings transfer account." The legislature may appropriate from the "school 

construction savings transfer account" to the school construction savings fund 

established in AS 37.14.175. The deposit required and appropriation authorized by this 

section are not intended to create a dedication in violation of art. IX, sec. 7, 

Constitution of the State of Alaska.

* Sec. 9. AS 43.50.300 is amended to read:

Sec. 43.50J00. Excise tax levied. An excise tax is levied on tobacco products 

in the state at the rate of 100 i25] percent of the wholesale price of the tobacco 

products. The tax is levied when a person

(1) brings, or causes to be brought, a tobacco product into the state 

from outside the state for sale;

(2) makes, manufactures, or fabricates a tobacco product in the state

0-LS0159\K
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1 for sale in the state; or

2 (3) ships or transports a tobacco product to a retailer in the state for

3 sale by the retailer.

4 * Sec. 10. AS 43.50.330(b) is amended to read:

5 (b) The licensee shall remit with the return the tax due under AS 43.50.300

6 for the month covered by the return, after deducting three-tenths of one percent of the

7 tax due, which the licensee shall retain to cover the expense of accounting and filing

8 the return.

9 * Sec. 11. AS 43.50 is amended by adding a new section to read:

10 Sec. 43.50.365. Tax adjustment, (a) The amounts in AS 43.50.090(a), in

11 AS 43.50.190(a), and in AS 43.50.300 change, as provided in this section, according

12 to and to the extent of changes in the Consumer Price Index for all urban consumers

13 for the Anchorage Metropolitan Area compiled by the Bureau of Labor Statistics,

14 United States Department of Labor. The index for January of 1998 is the reference

15 base index.

16 (b) The amounts change on July 1 of each even-numbered year in an amount

17 equal to the percentage of change, calculated to the nearest whole percentage point,

18 between the index for January of that year and the most recent index used to change

19 the amount in AS 43.50.300. However, the amounts do not change if the amounts

20 required by this section are those currently in effect as a result of earlier application

21 of this section.

22 (c) If  the index is revised, the percentage of change is calculated on the basis

23 of the revised index. If a revision of the index changes the reference base index, a

24 revised reference base index is determined by multiplying the reference base index

25 applicable by the rebasing factor furnished by the United States Bureau of Labor

26 Statistics. If  the index is superseded, the index referred to in this section is the one

27 represented by the Bureau of Labor Statistics as reflecting most accurately changes in

28 the purchasing power of the dollar for Alaska consumers.

29 * Sec. 12. AS 43.50 is amended by adding a new section to read:

30 Sec. 43.50.380. Notice. At the time of a change under AS 43.50.365 in the

31 amount of a tax, the department shall promptly give public notice of the change. The
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department shall also provide nodfication of a change to all persons licensed under this 

chapter.

WORK DRAFT 0-LS0159VK

3 * Sec. 13. CONDITIONAL EFFECT OF CERTAIN SECTIONS. Sections 3, 4, and 6 - 8

4  of this Act take effect only if

6 AS 43.50.090(a) by sec. 5 of this Act changing the rate of taxation on cigarettes violates the

7 prohibition set out in art. IX, sec. 7, Constitudon of the State of Alaska, against dedication of

8 the proceeds of a state tax or license; and

10 the court enters a final order in the appeal that AS 43.50.090(a), as amended by sec. 5 of this

11 Act, violates art. IX, sec. 7, Constitudon of the State of Alaska.

12 * Sec. 14. CONDITIONAL RETROACTIVITY OF CERTAIN PROVISIONS. If  secs. 6

13 and 7 of this Act take effect under sec. 13 of this Act, then the amendments to

14 AS 43.50.090(a) and 43.50.190(a) made by secs. 6 and 7 of this Act are retroactive to

15 October 1, 1997, and the revenue derived from the levy of mills per cigarette of the tax levied

16 under AS 43.50.090(a), as amended by sec. 5 of this Act, for cigarettes sold after

17 October 1, 1997, that exceeds two and one-half mills shall be credited to the tax levied under

18 AS 43.50.190(a), as amended by sec. 7 of this Act.

19 * Sec. 15. Secrions 1, 2, 5, and 9 - 12 of this Act take effect October 1, 1997.

20 * Sec. 16. If secs. 3, 4, and 6 - 8 of this Act take effect under sec. 13 of this Act, they take

21 effect on the later of (1) the date a court enters a final judgment that the amendment made to

22 AS 43.50.090(a) by sec 5 of this Act changing the rate of taxation on cigarettes violates the

23 prohibition set out in art. IX, sec. 7, Constitution of the State of Alaska, against dedication of

24 the proceeds of a state tax or license, and (2) the expiration of any time for appeal of that

25 judgment, or upon entry of a final order in the appeal that AS 43.50.090(a), as amended by

26 sec. 5 of this Act, violates art. IX, sec. 7, Constitution of the State of Alaska. The attorney

27 general shall promptly notify the lieutenant governor and the revisor of statutes of a judgment

28 described in this section.

CSSB 13(HES) . -6-
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February 4, 1997

Honorable Bert Sharp 
Senator
State Capitol Rm. 514 
Juneau, Alaska 99801-1182

'TBI1 I IfTIVII IUUO*
PLEASE REPLY TO:

O  1031 W EST4TH A VENUE. S U I ~  
ANCHORAGE. ALASKA 9950 f- •“= : 
PHONE: (907)269-5100
FAX: (907)276-3697

a  KEY BANK BUILDING
100 CUSHMAN ST.. SU ITE 403 
FAIRBANKS, ALASKA 99701-467: 
PHONE: (907)451-2811
FAX: (907)451-2846

P.O. BO X 110300-DIMOND CCL ■ 
JUNEAU. ALASKA 99811-0330  
PHONE. (907)465-3600  
FAX: (907)465-6735

Dear Senator Sharp:

Re: Senate Bill 13 (relating to taxes on cigarettes
and other tobacco products)

At the request of Pat Pourchot, we have reviewed SB 13. We are concerned about 
the prospects for litigation involving the power of the legislature to increase the tobacco tax levied 
under AS 43.50.090. The proceeds of a tax levied under AS 43.50.090 may be dedicated, because 
the dedicadon was in effect before statehood. If you are prepared to assume the risk of a challenge 
to the validity of this tax increase, you may wish to consider an amendment intended to make certain 
that tax receipts collected during the pendency of a court challenge are not los t to the state treasury 
if the app̂ Uants prevail. Under the bill as currently drafted, effecdve October 1997, the rate of the 
tax dedicated since before statehood (hereinafter the "primary tax") is increased.1 The bill also levies 
an alternate tax with the proceeds deposited in the general fund to take effect if a court decides that 
the amendment to the primary tax violates the dedicated fund prohibition.2

It is likely that a taxpayer will protest levy of the primary tax, and sue to recover a 
refund of any tax paid. The claim for a refund would be based on the theory that the legislature 
lacked the power to increase the primary tax rate, to a dedicated fund.3 Because the alternate tax is 
not made retroactive, a taxpayer could receive a complete refund of the primary tax, and the 
alternative tax would not take effect until the date of the final unappealable appellate court decision. 
Even if the tax increase is promptly protested after enactment, the date of a final unappealable 
appellate court decision may be as long as two tax years after the primary tax is first levied. As 
currently drafted, the alternative tax is levied prospectively only, to remedy the possibility of losing 
perhaps two years of increased tax revenues, it would be prudent to make the alternate tax retroactive

1 Sec. 2 of SB 13.

2 Sec. 3,4, and 6 of SB 13.

3 In our 1959 opinion, we declared that any attempt to change die rate of dedication is "a 
nullity." 1959 Opinion of the Attorney General No. 7 at p. 5.
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to October 1997, and to further provide; that any tax increase paid under the primary tax may be taken 
as a credit against the retroactive alternate tax. This would protect against possible double taxation.

Thank-you for the opportunity to comment on this bill.

JLB:clh

cc: Pat Pourchot
Legislative Director 
Office of the Governor

Elmer Lindstrom
Special Assistant
Office of the Commissioner
Department of Health & Social Services

Very truly yours,

BRUCE M. BOTELHO 
ATTORNEY GENERAL

Times L. Baldwin 
Assistant Attorney General



Chenoweth
2/4/97

OFFERED IN THE SENATE 

TO: SB 13

1 Page 3, following line 10:

2 Insert a new bill section to read:

3 "* Sec. 7. RETROACTIVITY. If secs. 3 and 4 of this Act take effect under sec. 6 of this

4 Act, then the amendments to AS 43.50.090(a) and 43.50.190(a) made by secs. 3 and 4 of this

5 Act are retroactive to October 1, 1997, and 50 mills; per cigarette of the tax levied under

6 AS 43.50.090(a), as amended by sec. 2 of this Act, for cigarettes sold after October 1, 1997,

7 shall be credited to the tax levied under AS 43.50.190(a), as amended by sec. 4 of this Act."

8 Renumber the following bill sectiot., accordingly.

A M E N D M E N T
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Chcnoweth

2/13/97

A M E N D M E N T

1 To the title of a bill relating to cigarettes or tobacco, insert:

2 "relating to penalties for sales or gifts of tobacco to persons under 19 years of age, to

3 possession of tobacco by a person under 19 years of age, and to penalties on cigarette

4 tax and tobacco tax licensees for selling or giving cigarettes or tobacco to persons under

5 19 years of age."

6 Insert new bill sections at appropriate places:

7 "* Sec. A. AS 11.76.100(d) is amended to read:

8 (d) A person

9 (1) who violates (aid) of this section bv selling, exchanging.

10 [ S E L L I N G ]  or giving tobacco to a person under 19 vears of age [MINOR] is guiltv

11 of a class A misdemeanor, except that, if within the five vears preceding the

12 offense, the person has previously been convicted under this subsection or a law

13 or ordinance of this or another jurisdiction with elements substantially similar

14 to this section, the person is guilty of a class C felonv;

15 (2) who maintains a vending machine in violation of (a)(2) of this

16 section commits a violation and upon conviction is punishable by a fine of not less

17 than $300.

18 * Sec. B. AS 11.76.105(b) is amended to read:
19 (b) Possession of tobacco or a product containing tobacco in violation of

20 (a) of this section by a person under 19 years of age [MINOR] is a violation.

21 * Sec. C. AS 43.50.070 is amended to read:
22 Sec. 43.50.070. Revocation of licenses. The department shall revoke a

-1-
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license issued under AS 43.50.010 - 43.50.180 for a violation of

AS 11.76.100('a)n). The department may suspend or revoke a license issued under 

AS 43.50.010 - 43.50.180 (I) for a criminally negligent violation of AS 11.76.107. 

[AS 11.76.100, 11.76.107 OR] a violation of AS 11.76.100fa)(2) or AS 43.50.010 - 

43.50.ISOj or a regulation of the department adopted under AS 43.50.010 - 43.50.180:

(2) if a licensee ceases to act in the capacity for which the license was issued; or (3) 

if a manufacturer, distributor, or wholesale distributor negligently sells tobacco or 

products containing tobacco to a nonlicensed retailer or a retailer whose license 

endorsement under AS 43.70.075 has been suspended. A person whose license is 

suspended or revoked may not sell cigarettes or permit cigarettes to be sold during the 

period of the suspension or revocation on the premises occupied or controlled by that 

person. A disciplinary proceeding or action is not baited or abated by the expiration, 

transfer, surrender, renewal, or extension of a license issued under AS 43.50.010 - 

43.50.ISO. The department shall comply with the provisions of AS 44.62 f [THE] 

Administrative Procedure Act [(AS 44.62]).

* Sec. D. AS 43.50.320(f) is amended to read:

(f) The department shall revoke a license issued under this section for a 

violation of AS 11.76.100(a)(1) and may suspend or revoke a license issued under 

this section if the licensee violates AS 11.76.100(a)(2) or violates a provision of 

AS 43.50.300 - 43.50.390 or a regulation adopted under AS 43.50.370.

* Sec. E. APPLICABILITY. This Act applies to offenses committed on or after the 

effective date of secs. A - E of this Act. References in AS 11.76.100(d)(1), amended by 

sec. A of this Act, to prior or previous convictions refer to convictions occurring on or after 

the effective date of secs. A - E this Act."

-2-
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>

A M E N D M E N T

TO: SB 13

1 Page 1, line 6:

2 Delete "sec. 2"

3 Insert "sec. 4"

4 Page 1, line 9:

5 Delete "sec. 4"

6 Insert "sec. 6"

7 Page 1, line 12:

8 Delete "sec. 5"

9 Insert "sec. 8"

10 Page 2, following line 3:

11 Insert new bill sections to read:

12 "* Sec. 2 .  AS 37.13 is amended by adding a new section to article 2 to read:

13 Sec. 37.13.320. Corporation to manage school construction savings

14 account. The corporation shall manage the school construction savings fund subject

15 to AS 37.13.120.

16 * Sec. 3. AS 37.14 is amended by adding a new section to read:

17 Article 2A. School Construction Savings Fund.

18 Sec. 37.14.175. School construction savings fund established, (a) The

19 school construction savings fund is established as a separate endowment trust of the

20 state. The principal of the school construction savings fund consists of legislative

21 appropriations to it, including those made under AS 43.50.190(c).

22 (b) The school construction savings fund shall be held and invested by the

-1-



1 Alaska Permanent Fund Corporation subject to AS 37.13.120.

2 (c) The net income from the school endowment savings fund shall be

3 accounted for separately and may be appropriated by the legislature for a purpose

4 described in AS 43.50.140. This section is not intended to create a dedication in

5 violation of art. IX, sec. 7, Constitution of the State of Alaska."

6 Renumber the following bill sections accordingly.

7 Page 2, lines 20 - 22:

8 Delete all material and insert:

9 "* Sec. 6. AS 43.50.190 is amended to read:

10 Sec. 43.50.190. Additional tax levy on cigarettes, (a) There is levied an

11 excise tax of 62 [12] mills on each cigarette imported or acquired in this state.

12 (b) The tax levied by this section is in addition to the tax levied by

13 AS 43.50.010 - 43.50.180. The tax shall be administered and collected in the same

14 manner as the tax levied by AS 43.50.010 - 43.50.180, except that receipts from the

15 tax shall be deposited in the general fund and may be appropriated bv the

16 legislature as provided bv (c) of this section. The penalties provided in AS 43.05

17 apply to the tax levied in this section.

18 * Sec. 7 .  AS 43.50.190 is amended by adding a new subsection to read:

19 (c) The tax collected under (a) of this section that is deposited into the general

20 fund shall be accounted for separately in an account called the "school construction

21 savings transfer account." The legislature may appropriate from the "school

22 construction savings transfer account" to the school construction savings fund

23 established in AS 37.14.175. The deposit required and appropriation authorized by

24 this section are not intended to create a dedication in violation of art. IX, sec. 7,

25 Constitution of the State of Alaska."

26 Renumber the following bill sections accordingly.

27 Page 3, line 2:

28 Delete "Sections 3 and 4"

0-LS0159\F.2

-2-



Insert "Sections 2, 3, and 5 - 7"
0-LS0159VF.2

Page 3, line 5:

Delete "sec. 2"

Insert "sec. 4"

Page 3, line 9:

Delete "sec. 2"

Insert "sec. 4"

Page 3, line II:

Delete "Sections I, 2, and 5"

Insert "Sections I, 4, and 8"

Page 3, line 12:

Delete "If secs. 3 and 4 of this Act take effect under sec. 6"

Insert "If secs. 2, 3, and 5 - 7 of this Act take effect under sec. 9"

Page 3, line 14:

Delete "sec. 2"

Insert "sec. 4"

Page 3, line 18:

Delete "sec. 2"

Insert "sec. 4"



O-LSO159\K. 1 
Chenoweth 

2/13/97

A M E N D M E N T

TO: Draft CSSB 13(HES) ("K" version dated 2/12/97)

1 Page 6, following line 2:

2 Insert a new bill section to read:

3 "* Sec. 13. FLOOR STOCK TAXES, (a) There is imposed on every person engaged in

4 business in this state as a distributor of cigarettes a floor stock tax. The floor stock tax is

5 imposed once on the cigarettes that are in the person’s possession or under the person’s

6 control at 12:01 a.m. on the date that is the effective date of this section. The tax is imposed

7 at the rate required under AS 43.50.090(a), as amended by sec. 5 of this Act, less any tax

8 paid or owed on the same product under AS 43.50.010 - 43.50.190 at the rate in effect on

9 the date before the effective date of this section.

10 (b) There is imposed on every person engaged in business in this state as a distributor

11 of tobacco products other than cigarettes a floor stock tax. The floor stock tax is imposed

12 once on those tobacco products that are in the person’s possession or under the person’s

13 control at 12:01 a.m. on the effective date of this section. The tax is imposed at the rate

14 required under AS 43.50.300, as amended by sec. 9 of this Act, less any tax paid or owed

15 on the same product under AS 43.50.300 - 43.50.390 at the rate in effect on the date before

16 the effective date of this section.

17 (c) The provisions of AS 43.05 and AS 43.10 apply to the administration,

18 enforcement, and collection of the floor stock tax levied by this section.

19 (d) The Department of Revenue shall adopt regulations as necessary to implement

20 this section.

21 (e) In this section,

22 (1) the definitions of AS 43.50.170 apply to (a) of this section; and

23 (2) the definitions of AS 43.50.390 apply to (b) of this section."

24 Renumber the following bill sections accordingly.

-1-
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CS for Senate B il l No. 13 (HES) 
"Increase in  Tobacco Taxes"

Summary o f Changes to

1) Legislative Findings Sec. 1

• Strengthens the argument that it is constitutional to change the rate of a. 
pre-Statehood dedicated fund

2) School Construction Savings Fund Sec. 2 ,3 ,4,7 ,8

• Establishes a secure fall-back position that will provide a steady source of 
revenue for school construction

3) Change in Tax Collection Administrative Fee Sec. 5 & 10

• Ensures that the administrative fee for filing tax returns remains 
constant even as the tax increases

4) Tax Increase Tied to the Consumer Price Index Sec. 11

• Guarantees an increase in the tax as the Consumer Price Index increases

5) Public Notice of Tax Change Sec 12

• Ensures a public notice of the tax change due to an increase in the 
Consumer Price Index

6) Retroactive Protection of Revenue Collected Sec. 14

• Provides a safeguard that the tax revenue collected after 10/1/97  
will be transferred to the School Construction Savings Fund if a 
constitutional challenge is successful



Increase Tax on Cigarettes and Tobacco Products

The excise tax lei 
is increased 50 m 
cigarette ($1.00 p

ded on cigarettes 
ills on each 
er pack).

----------------------

>
Tax revenue ($39.7 million in FY 
99) is deposited directly into the 
School Fund (AS 43.50.140) for 
rehabilitation, construction, and 
repair of school facilitie.s j

..

>r

The Legislature may appropriate 
money from the School Fund 
(AS 43.50.140) for rehabilitation, 
construction, and repair of school 
facilities

i

The tax rate on tobacco products is 
increased from 25% to 100% of the 
wholesale price.

Tax revenue ($3.7 million in FY 
99) is deposited directly into the 
General Fund for appropriation.

■ — t . 
The legislature 1 The legislature
may may
appropriate appropriate
tax revenue to tax revenue to
establish and establish and
maintain an maintain a
aggressive program of
anti-tobacco pass-through
campaign grants to
targeting detect and
children; prosecute
administered those who sell
by DH&SS. tobacco to 

children; 
administered 
by DPS.



Court Rules on Dedicated Fund Deposit
D e d ic a te d  f u n d  d e p o s it  w a s c o n s t itu t io n a l D e d ic a te d  f u n d  d e p o s it ' w a s u n c o n s t itu t io n a l

The excise tax levied on cigarettes 
is increased 50 mills on each 
cigarette ($1.00 per pack).

The excise tax levied on cigarettes 
is increased 50 mills on each 
cigarette ($1.00 per pack).

Tax revenue ($39.7 million in FY 
99) is deposited directly into the 
School Fund (AS 43.50.140) for 
rehabilitation, construction, and 
repair of school facilities.

Unencumbered tax revenue 
collected since 10/1/97 and new 
revenue is deposited in the School 
Construction Savings Transfer 
Account withh. the General 
Fund.______________________

The Legislature may appropriate 
money from the School Fund 
(As 43.50.140) for rehabilitation, 
construction, and repair of school 
facilities.

The legislature may appropriate 
the tax levenucs into the School 
Construction Savings Account, an 
endowment fund managed by the 
Permanent Fund Corporation 
(AS 37.14.175)._______________

The legislature may appropriate 
the net income minus inflation 
proofing for rehabilitation, 
construction, and repair of school 
facilties.



Cigarette and Tobacco Activity

A l a s k a  D e p a r t m e n t  o f  R e v e n 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  ||

Tobacco Tax Report i|

F o r  th e  P e r io d  01111197  - 0 2 1 1 0 1 9 7  1

..................
i

F Y  9 7  Y T D  j

j A c t i v i t y T a x• LWVWUUWtWUMKMUUMUU*j A c t i v i t y T a x

C igarettes 1..................... j ..... ............... ..
1 j j

Gross Number of Cigarettes Sold 60,477,090 1609,951,281 I vwwrtwrtvwivf.. rvrw,w<<w.wyrtv«.̂ |
Less M ilitary Sales (800,100) (4,807,260) ......... ...........  j

Less Other Credits (60,000) (3,615,275) [ ___________ j

Net Taxable Cigarettes I 59,616,990 601,528,746 ___ ___ ___j

Tax (equals 1.45<t per cigarette) i 864,446 $8,722,167 J

1 j j ........................ j
Tobacco Products j .............._ J 1
(Tax equals 25%  o f  wholesale price) 1 1 ......... .. ...........j

Gross Wholesale Price of Sales ] 430,169] 1■AVWAV/MWASW.W.'.VMW'V'’ $4,067,567 | • *.' • •• • -.V.-.V.V. .'.WAV.'.'.'.'. • j
Less M ilitary Sales j (5,457)!

] (23,648)| ............. ...... ... !

Less Other Credits j (14,415); j (58,666)| 1
Net Wholesale Price $410,297 ! 1 $3,985,253 ! j

Tax (equals 25% o f wholesale price) \ 102?5 7 4 j i 996,313 j

{ i : J

Gross Tax I 967,021 j 9,718,481 j

L e s s  1 %  C o m m is s io n i (9,670): (97,186)
i I ........ ..........j .......  j ____________ i

Total Net Tax Hj>957,350 ! | $9,621,294
j j i ........................j|

N ote: This sta tistical report is based on tax return information received during the period, however it does not
necessarily represent the actual revenue collected.

P repared  by the  D ept, o f Revenue



Cigarette and Tobacco Activity

A l a s k a  D e p a r t m e n t  o f  R e v e n u e ij

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  ||
ij

Tobacco Tax R eport 1

F o r  th e  P e r i o d  0 2 /1 1 /9 7  - 0 3 / 1 0 / 9 7  ||

: ;j F Y  9 7  Y T D  _  l|

I A c t i v i t y T a x j A c t i v i t y T a x

C igarettes : \i t-— — .— j

:
{: 1 1

Gross Number of Cigarettes 
Sold

I
84,561,677 1........... ................................................. 694,512,958

Less M ilitary Sales (908,132) (5,715,392) if

Less Other Credits (1,563,510) (5,178,785) ________________________________ j

Net Taxable Cigarettes 82,090,035 j 683,618,781 i

Tax (equals 1.45<l per cigarette) 1,190,306 i $9,912,473 [

[Tobacco Products : ___________ J ..................................................................j
(Tax equals 25  % o f  wholesale price) 1 j $ __________________________ _______j

Gross Wholesale Price of Sales ! 465,856 | | $4,533,423 | !

Less M ilitary Sales (3,380)|
| (27,028)1 |

Less Other Credits (2,241)1 1: (60,907)| .............................................. ...................j

Net Wholesale Price | $460,235 |
f

. . . . .UUtUUUUMUl « • • • WMM • $4,445,488 1_________________________________ j

Tax (equals 25% o f wholesale 
price) |

ii 115,059 ! 1,111,372 j

J< ________________________ ____ j

Gross Tax j 1,305,364 j j _______11,023^844)1

L e s s  1 %  C o m m is s io n  i \ (13,054)1 (110,240)!

I ..........................................._ .........j( ___________ ____ j

Total Net Tax _________________________ | i g l , 292,311 I ! |
/.w w rtW /M 1 A «y<w»r»n wBIO,913,605 1

i ......................  111 |
’M,VWvV.SVW>WA».VV -̂rWW»vX

s *WA*AVWA\WAVAVAVMW4WA’M'/,VA 1



LEG A L S ER V IC ES
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY 
(907) 405-3867 or 465-2450 ‘ STATE OF ALASKA
FAX (907) 469*2029 130 Seward Street, Suita 409
Mall Stop 3101 Junoau, Alaska 90801-2109

M E M P.RAN.PJDLM April 3,1996

SUBJECT: Tobacco Tax - (Work Order No. 9-LS1832)

TO: Representative Jeannette James

FROM: Michael F. Ford
Legislative Counsel

You have asked for au explanation of the effects of an increase of the tobacco tax 
(A ■r’ 43.50.090) on the dedicated fund provision contained in AS 43.50.140. As explained 
La tL.s memo, it appears that the legislature may be able to increase the tax without affecting 
the dedicated status of the state school fund.

I
Under AS 43.50.140, the proceeds derived from the tobacco tax are required to be paid into 
the school fund. This fund avoids the constitutional prohibition against dedicated funds 
contained in Article IX, sec. 7, of the Alaska Constitution because the fund existed at the 
time the Alaska Constitution was ratified by the voters. Specifically, the Alaska Constitution 
provides that the dedicated funds prohibition does not "prohibit the continuance of any 
dedication for special purposes existing upon the dale of ratification of this section by the 
people of Alaska." Tho two main motivations for the ban on dedicated funds are to maintain 
the potential of flexibility in budgeting and to ensure that the legislature does not abdicate 
its responsibility in making budget decisions. Fairbanks v._Convejotion & Visitor B ut.. 818
P.2d 1153, at 1158 (Alaska 1991).

*

Tho precise question you have raised is whether tire Alaska Constitution allows the 
legislature to change the amount of the tax, without affecting the status of the school fund 
as an exception to the dedicated fund rule. In 1959, tho Attorney General issued qiinioa No. 
7, that concluded that the "legislature has no power to raise or lower the dedication by 
increasing or decreasing the tax or license fee or the rate thereof which is set aside." 1959 
Opinion No. 7, at page 5. This conclusion is, however, contradicted by the minutes of the 
constitutional convention. In. discussing the language in Article IX, sec. 7, at the 
constitutional convention, the question arose as to the effect of. this section regarding a 
change to the rate of taxation in a dedicated fund. The committee with the responsibility for 
writing Article IX  was the committee on Finance and Taxation. The spokesman for that 
committee was Mr. Barrie M. White. The following discussion with Mr. White and other 
delegates illustrates the intent of the framers of the Alaska Constitution:

*



Representative Jeannette James
April 3 ,19%
Page 2

R. RIVERS: May I make a correction? When I was illustrating the gas tax 
about the going up to six, no that would be wrong, because absolutely 
allowing allocations as exist at the time this constitution is ratified would fix 
the ceiling, I am sure, as to how high they could go. PU call this the closing, 
if you wish, Mr. McCutcheon. But certainly they could go through. Now, 
when Mr. Taylor read my proposed amendment, he said "allocations allowed 
at tho time this goes into effect" and he may have inadvertently omitted 
"continuance of'. All I'm objecting to is this "continuance of', fm in accord 
with their idea of not letting any more allocations come along, but when you 
say "continuance of' allocations I immediately think of the rate of allocations 
as well as the subject matter. Now if they are only going to allow allocations 
on particular subjects that are now covered by allocations then I have no 
quarrel with them whatsoever but I am sure that's not the intent of the 
Committee. The Committee intends to allow such rates of allocations as will 
exist when this constitution is ratified but no one may go beyond those rates 
in the future and if they ever drop down, this continuance business docs not 
allow them to re-enact

PRESIDENT EGAN: Mr. McCutcheon.

MCCUTCHEON: Mr. President, if as Mr. Rivers deduces, the terminology 
of this sentence means that the rates are frozen. The principle behind this 
sentence is not that the rates are frozen, it is the principle of allocating 
earmarked funds. ' It is hot a matter of percentage wise, it is a theory of 
earmarked funds and T can't see his argument in this by striking out 
"continuance". He proposes that this is going to cure the proposition of a 
freeze. He thinks it is a freeze. It is not a freeze in any respect of the word 
as far as I can see;'it Id a matter of a theory of earmarked funds and doesn't 
have anything to do with dollar and cenfs or percentages.

j . .  *. *

PRESIDENT EGAN: Mr. Victor Rivers.

V. RIVERS: Mr. President, I would like to ask the Committee what their
intent was on that I would like to hear what they say.1 .

PRESIDENT EGAN: Do you wish to answer that, Mr. White?

WHITE: I think I  can answer for:11the Committee on that, Mr. Rivers. It 
is not the intent of the Committee that this be interpreted to mean a freeze in 
any way, shape, or form.' The Committee feels that the objections raised by 
Mr. Rivers are covered by the existing language. The reason the Committee 
resists the deletion of the words "continuance of* is that it would then mean 
that the legislature could discontinue a presently earmarked fund next year

f



Representative Jeannette Janies 
April 3,1996 
Pago 3

0

and then 50 years from now bring it back into being. We do not intend that 
that be the case.

V. RIVERS: If  you are not freezing an amount, could they raise an existing 
allocation under this? On the gasoline tax could they raise that to six per cent 
according to your thinking on this?

WHITE: Certainly they could.

V. RIVERS. If  they lowered it down to three could they then re-enact two 
more after that?

WHITE: The Committee intends that this not have any reference to rates at 
alL The Committee intends that this apply to the allocation of particular 
taxes to a particular propose and no more than that

V. RIVERS: I just wanted this in the record. Now if they wipe it out 
altogether, discontinue it, if s gone forever, is that right?

WHITE: That is right.

V. RIVERS: But if you discontinue half of it, you can raise it back up?

WHITE: That would mean that.

We believe that this discussion indicates a clear intent to allow a change to the rate of 
taxation, without affecting the status of a dedication of the proceeds of the tax. To this 
extent, we disagree with the 1959 opinion No. 7 issued by the Attorney General, that the 
framers of the constitution intended that a change to the rate of taxation would destroy the 
dedicated status of the fund.I f •
It is important to note that while the intent of the constitutional framers has weight, the final 
decision on interpretation of the Alaska Constitutional rests with the Alaska Supreme Court. 
It is possible that the court would disagree with the intent expressed in the constitutional 
minutes and find that any change to the rate of tobacco taxation destroys the status of the 
school fund as an exception the dedicated fond rule. Nonetheless, comments by delegates 
to the constitutional convention do have some bearing on the decision making process of the 
Alaska Supreme Court In Starr v. Haggund, 374 P.2d 316,319 (Alaska 1962), the court 
stated that "opinions of individual members of the constitutional convention are not 
considered to be a safe guide in ascertaining the purpose-of a majority of the convention 
when adopting a particular provision. But reports of committees and statements of chairmen 
of.such committees stand on more solid footing and maV-be.respited t^ A drteiminingJba

t
\



Representative Jeannette James
April 3,1996
Page 4
intent of the enacting body." (Emphasis added) Therefore, the comments of Mr. White, as 
chairman of the committee on finance and taxation, may he persuasive to the court

You have also asked if  the rate of taxation is changed, does tfap .Jitional revenue go into 
the school fund or the general fund? We believe that any increase in the tax imposed under 
AS 43,50.090 will not, by itself, affect the disposition of the proceeds of the tax. The 
increased revenues will still flow into the school fund as required under AS 43.50.140. It is 
also important to note that 10  maintain the status of the school fund as an exception to the 
dedicated fund rule, that disposition of the proceeds of the tobacco tax cannot be changed. 
To change the disposition of tho proceeds of the tax as required under AS 43.50.140 would 
destroy the dedicated fund exemption granted to the school fund under Article IX, sec. 7, of 
the Alaska Constitution,

Please contact me if you have further questions.
t

MFF:klb
96-252Jdb
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L E G A L  S E R V IC E S

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
M a il S top 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street, Suite 409
Juneau, Alaska 99801-2105

M E M O R A N D U M April 26,1996

SUBJECT: Draft CSHB 431 ( )(Work Order No. 9-LS1518\F)

TO: Representative Jeannette Janies, Chair 
House State Affairs Committee

FROM: Jack Chenowcth 
Legislative£ous

This is drafted in the alternative^

Until a few weeks ago, based on a very old Opinion of the Attorney General, I would have 
advised as a matter of course that this proposal to dedicate the tax increment constituted a 
violation of the dedicated fund prohibition of article DC, section 7. Now, as a result of further 
research explained in Legislative Counsel Mike Ford's April 3 memorandum, I believe that 
conclusion is not so certain.

The drafting of the amendment reflects the possibility that the dedication might not be found 
unconstitutional for the reason given in that memo.

To repeat advice already provided to you:

Under AS 43.50.140, the proceeds derived from the original tobacco tax are required to be 
paid into the school fund. This fund avoids the constitutional prohibition against dedicated 
funds contained in Article DC, sec. 7, of the Alaska Constitution because the fund existed at 
the time the Alaska Constitution was ratified by the voters. Spec'fically, the Alaska 
Constitution provides that the dedicated funds prohibition does not "prohibit the continuance 
of any dedication for special purposes existing upon the date of ratification of this section 
by the people of Alaska." The two main motivations for the ban on dedicated funds are to 
maintain the potential of flexibility in budgeting and to ensure that the legislature does not 
abdicate its responsibility in making budget*decisions. Fairbanks v. Conventiou & Visitors 
Bureau. 818 P.2d 1153, at 1158 (Alaska 1991).

A question was raised as to whether the Alaska Constitution allows the legislature to change 
the amount of the tax, without affecting the status of the school fund as an exception to the 
dedicated fund rule. In 1959, the Attorney General issued opinion No. 7, that concluded that 
the "legislature has no power to raise or lower the dedication by increasing or decreasing die



tax or license fee or the rate thereof which is set aside." 1959 Opinion No. 7, at page 5. This 
conclusion is, however, contradicted by the minutes of the constitutional convention. In 
discussing the language in Ardcle DC, sec. 7, at the constitutional convention, the question 
arose as to the effect of this section regarding a change to the rate of taxation in a dedicated 
fund. The committee with the responsibility for writing Article DC was the committee on 
Finance and Taxation. The spokesman for that committee was Barrie M. White. The 
following discussion with Delegate White and other delegates illustrates the intent of the 
framers of the Alaska Constitution:

R. RIVERS: May I  make a correction? When I was illustrating the gas tax 
about the going up to six, no that would be wrong, because absolutely 
allowing allocations as exist at the time this constitution is ratified would fix 
the ceiling, I am sure, as to how high they could go. I'll call this the closing, 
if  you wish, Mr. McCutcheon. But certainly they could go through. Now, 
when Mr. Taylor read my proposed amendment, he said "allocations allowed 
at the time this goes into effect" and he may have inadvertently omitted 
"continuance of'. All I'm objecting to is this "continuance of'. I'm in accord 
with their idea of not letting any more allocations come along, but when you 
say "continuance of' allocations I immediately think of the rate of allocations 
as well as the subject matter. Now if they are only going to allow allocations 
on particular subjects that are now covered by allocations then I have no 
quarrel with them whatsoever but I am sure that's not the intent of the 
Committee. The Committee intends to allow such rates of allocations as will 
exist when this constitution is ratified but no one may go beyond those rates 
in the future and if they ever drop down, this continuance business does not 
allow them to re-enact.

PRESIDENT EGAN: Mr. McCutcheon.

MCCUTCHEON: Mr. President, if as Mr. Rivers deduces, the terminology 
of this sentence means that the rates are frozen. The principle behind this 
sentence is not that the rates are frozen, it is the principle of allocating 
earmarked funds. It is not a matter of percentage wise, it is a theory of 
earmarked funds and I can't see his argument in this by striking out 
"continuance". He proposes that this is going to cure the proposition of a 
freeze. He thinks it is a freeze. It is not a freeze in any respect of the word 
as far as I can see; it is a matter of a theory of earmarked funds and doesn't
have anything to do with dollar and cents or percentages.

* 0

PRESIDENT EGAN: Mr. Victor Rivers.

V. RIVERS: Mr. President, I  would like to ask the Committee what their 
intent was on that I would like to hear what they say.

Representative Jeannette James
April 26,1996
Page 2
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PRESIDENT EGAN: Do you wish to answer that, Mr. White?

WHITE: I think I can answer for all the Committee on that, Mr. Rivers. It 
is not the intent of the Committee that this be interpreted to mean a freeze in 
any way, shape, or form. The Committee feels that the objections raised by 
Mr. Rivers are covered by the existing language. The reason the Committee 
resists the deletion of the words "continuance of' is that it would then mean 
that the legislature could discontinue a presently earmarked fund next year 
and then 50 years from now bring it back in+o being. We do not intend that 
that be the case.

V. RIVERS: If you are not freezing an amount, could they raise an existing 
allocation under this? On the gasoline tax could they raise that to six per cent 
according to your thinking on this?

WHITE: Certainly they could.

V. RIVERS. If they lowered it down to three could they then re-enact two 
more after that?

WHITE: The Committee intends that this not have any reference to ratj&at 
all. The Committee intends that this apply to the allocation of particular 
taxes to a particular propose and no more than that.

V. RIVERS: I just wanted this in the record. Now if they wipe it out 
altogether, discontinue it, it's gone forever, is that right?

WHITE: That is right

V. RIVERS: But if you discontinue half of it, you can raise it back up?
*

WHITE: That would mean that.
. i  ’ *

(Emphasis added). This discussion indicates a clear intent on the part of the delegates to 
allow a change to the rate of taxation without affecting the status of a dedication of the 
proceeds of the tax. While the intent of the constitutional framers has weight, the final 
decision on interpretation of the Alaska Constitutional rests with the Alaska Supreme Court. 
It is possible that the court would disagree with the intent expressed in the constitutional 
minutes and find that any change to the rate of tobacco taxation destroys the status of the 
school fund as an exception the dedicated fund rule. Nonetheless, comments by delegates 
to the constitutional convention do have some bearing on the decision making process of the 
Alaska Supreme Court. In Stan v: Hagglnnd. 374 P.2d 316,319 (Alaska 1962), the court 
stated that

Representative Jeannette James
April 26, 1996
Page 3



opinions of individual members of the constitutional convention are not 
considered to be a safe guide in ascertaining the purpose of a majority of the 
convention when adopting a particular provision. But reports of committees 
and statements of chairmen of such committees stand on more solid footing 
and mav be resorted to in determining the intent of the enacting, body.

(Emphasis added) Therefore, the comments of Mr. White, as chairman of the committee on 
finance and taxation, may be persuasive to the court.
Please contact me if you lave further questions.
JBC:pl:glc:lmb
96-091. lmb

Representative Jeannette James
April 26,1996
Page 4
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CRIMINAL DIVISION

July 26, 1996

D E PA R T M E N T  O F  L A W

M E M O R A N D U M

TO: Loren Jones, Director
Division of Alcoholism and Drug Abuse 
Department of Health and Social Services

FROM: Dean J. G u a n e lf'^ ^
Chief Assistant Attorney General

This is in response to your request for advice as to the criminal liability 
of juveniles who purchase tobacco as part of a carefully supervised program, that has 
been approved by your department, to assess how well local vendors are complying 
with state laws prohibiting sale of tobacco products to minors.

The short answer to your question is that, if  the juvenile is under 
appropriate adult supervision as part of a department-approved program, and 
possesses the tobacco only for so long as is necessary to turn the material over to the 
adult supervisor, no offense has been committed by the juvenile.

Your request arises in the context of a federal initiative to determine if 
tobacco retailers are complying with state laws aimed at reducing the accessibility of 
tobacco to young people. Your department has developed a program under which 
carefully selected and trained juveniles, under trained adult supervision, attempt to 
purchase tobacco products. The training includes instruction in the proper 
procedures to follow. For example, the adult must wait outside the store while the 
juvenile goes inside, and the juvenile must not have contact with any other juveniles 
before gr :ng the tobacco product to the adult supervisor immediately after the 
purchase.

PLEASE REPLY TO:

W  CRIMINAL DIVISION CENTRA^
/ OFFICE

P.O. BOX 110300 
JUNEAU. ALASKA 99811-03CC 
PHONE: (907)465-3425
FAX: (907)465-4043

O OFFICE OF SPECIAL PROSEC-  '  
AND APPEALS 
3I0KSTREET. SUITE3CS 
ANCHORAGE. ALASKA 995C:-2:-r- 
PHONE: (907)269-6250
FAX: (907)269-5270

TONY KNOWLES, GOVERNOR



Loren Jones, Director
Division of Alcohol and Drug Abuse

Ju ly 26 , 1996
Page 2

Under Alaska law it is an offense for a juvenile to possess tobacco 
products. AS 11.76.105. "Possess" is defined to mean having physical possession 
or the exercise of dominion or control over property. AS 11.81.900(b).

Yet Alaska case law makes it clear that momentary possession of 
contraband for purposes of disposal does not constitute possession for purposes of 
the criminal law. J o r d a n  v. S ta te ,  819 P.2d 39 (Alaska App. 1991). Such 
momentary possession is often called "passing control" or "fleeting possession". As 
noted by the court of appeals in J o r d a n , "Alaska cases have tended to treat the issue 
of passing control as intrinsically related to the definition of possession . . . . " Id . 
at 41.

Alaska case law does not set forth any clear guidelines to determine the 
maximum amount of time that property can be handled yet still not be "possessed" 
for purposes of the criminal law, and in J o r d a n  the court recognized that the time is 
variable and dependent on the circumstances. Id . at 43, n. 4. Thus it is not possible 
to try to discuss all the complicating factual scenarios that might arise when juveniles 
are buying tobacco products under a monitoring program such as your department 
has developed. We can say, however, that if  a juvenile purchases tobacco products 
under proper adult supervision and under guidelines set down by your department, 
and immediately gives the tobacco product to an adult supervisor, the juvenile has 
not "possessed" the tobacco for purposes of AS 11.76.105.

We caution that the juveniles and the adult supervisors should strictly 
adhere to the program's guidelines. We also recommend that local municipal 
authorities be contacted to determine the applicability of local laws.

Please contact me if  you have additional questions.

DJG:rew



TONY KNOWLES, GOVERNOR

DEPA R TM EN T O F H E A L T H  AND  
SOCIAL SERVICES

DIVISION OF ALCOHOLISM AND DRUG ABUSE

July 9, 1996

Dear Law Enforcement Official.

The Alaska Department of Health and Social Services Divisions of 
Public Health (DPH) and Alcoholism and Drug Abuse (ADA) are 
collaborating to implement new Synar regulations. Synar is an amendment 
of the Public Health Act that mandates states demonstrate they are taking 
effective measures to enforce laws restricting access of tobacco to minors.

One of the key regulations of the Synar amendment requires every 
state to conduct annual random, unannounced inspections (compliance 
checks) of tobacco vendors to ensure compliance with tobacco restriction laws. 
The compliance checks have to be conducted in a scientifically sound manner 
using a random probability sample. A total of 200 inspections will be 
conducted between July and August across 26 communities in the state. This 
effort will provide the state with a baseline percent of the number of tobacco 
vendors who comply with the law.

The only feasible way to adequately meet the federal regulations is to 
use persons under the age of nineteen to purchase cigarettes or smokeless 
tobacco. ADA and DPH have met with the Department of Law, and local 
community health associations to develop a compliance check protocol, 
training manual and procedures that will be used this summer. These 
inspections may take place in your community between July 13 and August 
24. This is not an enforcement activity and data on individual vendors will 
not be released. All participants in the inspections have agreed to keep the 
results on individual stores confidential.

If you have any questions regarding this effort please contact Mary P. 
Collins, Research Analyst at (800) 478-2072. We will be happy to provide 
you copies of our protocol or training manual if  you require it. Results from 
this statewide effort will be available in September. Feel free to contact Ms. 
Collins for any additional information. Thank you for your cooperation.

P.O . BO X 110607 
JUNEAU. A LA SKA  99811-0607 
PHO N E: (907) 465-2071 
FA X: (907)465-2185
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H i c k e y  &  a s s o c i a t e s
Planning • Management • Lobbying

211 Fourth Street, Suite 108, Juneau, Alaska 99801 
Telephone 907-586-2263, Fax 907-586-1097

January 26, 1996

The Honorable Steve Rieger 
Alaska State Legislature 
State Capitol
Juneau, Alaska 99801-1182 

Dear Senator Rieger:

Per our discussion, enclosed for your consideration is proposed "floor stock" 
language for inclusion in any proposal to increase the taxes on cigarettes and 
tobacco products. The intent of this language is to dissuade wholesalers from 
stockpiling cigarettes and tobacco products prior to the effective date of any tax 
increase.

This language is based on a provision used recently in Minnesota to achieve the 
same purpose. I f  you or your staff would like more information on the 
Minnesota experience, I can provide the name of an individual and a phone 
number to call.

This type of provision is particularly relevant given the significant nature of the 
proposed increase. A $1 a pack tax increase will mean roughly a price increase 
of 30%, which is likely to be strong incentive to stockpile and postpone payment 
of rax receipts for as long as possible. I  am told that Michigan recently adopted a 
75-cent increase without a floor stock provision, and have experienced serious 
problems as a result!

Please give me a call i f  you have questions or need more information. Thanks 
again for your time and support on this matter.

Sincerely,

Mark S. Hickey 
Principal

Enclosure

cc. Eric Meyers/Diana Kuhns, CPKT



P R O P O S E D  ’ F L O O R  S T O C K ’’ L A N G U A G E

RE: C IG A R E T T E /T O B A C C O  T A X  IN C R E A S E  L E G IS L A T IO N

"Sec. . AS 43.50.190 is amended by adding a new subsection to read:

(d) A floor stock tax is imposed on every person engaged in 
business in this state as a distributor on the cigarettes in the person's 
possession or under the person's control at 12:01 a.m. on October 1, 1996. 
The tax is imposed at the rate required under (a) of this section minus any 
tax paid or owed on the same product at the rate in effect prior to 12:01 
a.m. on October 1, 1996."

"Sec. . AS 43.50.300 is amended by making the existing section subsection (a),
and adding a new subsection to read:

(b) A floor stock tax is imposed on every person engaged in 
business in this state as a distributor on the tobacco products in the person's 
possession or under the person's control at 12:01 a.m. on October 1, 1996.
The tax is imposed at the rate required under (a) of this section minus any 
tax paid or owed on the same product at the rate in effect prior to 12:01 
a.m. on October 1, 1996."



T o b a c c o  T a x  B ill  A n a l y s i s

Presentation to the 
20th Alaska Legislature
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T o b a c c o  U s a g e

m  Tobacco usage is the number one cause 
of preventable death and disease in the 
US, accounting for more than 419,000 
deaths each year.

m  23% of deaths of Alaskans 35 years of 
age or older in 1991 were attributable 
to sm oking.

D ep a rtm en t o f  H ea lth  & Soc ia l Services 2



I

H e a l t h  I m p a c t  o f  S m o k i n g
Number of Deaths in USA

Cigarette 
Smoking 418,690

□ FiresEl Illegal Drugs□ Homicides□ AIDS□ Suicides□ Mot. Veh.Accidents□ Alcohol□ Cigarette Smoking
D ep a rtm en t o f  H e a lth  & Soc ia l Serv ices 3



H ea lth  Im p a ct o f  S m o k in g
m m m m m a n m m a m a m u m m n m m m n m m a m m m m m a m m m K m m a m m B B a B a M a a m m m a B m K m tB m

□ Firesm Firearms□ Aircraftcrashes□ AIDS
m  F a |,s□ Mot Veh.Accidents□ AJcohol□ Cigarette Smoking

Number of Deaths in Alaska

Cigarette 
Smoking 1,416

D epa rtm en t o f  H e a lth  & Soc ia l Serv ices



Y o u t h  T o b a c c o  U s a g e

m  83% of adult sm okers report that they  
started sm ok in g  before the age o f 20.

■ 21% of Alaskan high school students 
reported they regularly sm oked in the 
last month.

i  25% of Alaskan m iddle school students 
reported sm oking at least one cigarette 
in the last month.

D epa rtm en t o f  H e a lth  & Soc ia l Serv ices



Y o u th  T o b a c c o  V e n d o r s  S u r v e y

m  64% of Alaska tobacco merchants 
com plied with tobacco restriction laws
in 1996.

M  The federal governm ent mandates an 
80% com pliance rate by the year 2000 
under the Synar Amendment.

ii Tobacco vendors refused to sell to 14-15 
year olds 71% of the time, w hile 16-17 
year olds were refused 58% of the time.

D epa rtm en t o f  H ea lth  & Soc ia l Serv ices



A l a s k a  N a t iv e  T o b a c c o  U s e

m  Today Alaska N atives have some of the 
highest rates of tobacco use in the 
world, 47% for m en and 39% for 
w om en.

a Alaska Natives account for 23% of 
sm oking related deaths w hile they 
account for 17% of the state's 
population.

D ep a rtm en t o f  H ea lth  & Soc ia l Serv ices



A l a s k a  N a t iv e  T o b a c c o  U s e

m  Alaska N atives have the h ighest cancer 
m ortality rate of any Indian Health 
Service Area.

■ The lung cancer death rate am ong AK 
N ative w om en is three tim es the 
national average.

i  Tobacco use am ong Alaska native 
youth is higher that non-native youth.

D ep a rtm en t o f  H e a lth  & Soc ia l Se rv ices 8



A l a s k a  N a t iv e  T o b a c c o  U s e

T o b a c c o  U s e  A m o n g  H ig h  S c h o o l  S t u d e n t s  

A l a s k a  a n d  U S1995
E U SEj A <; Native□ Alaska 

91% — ™ -0% 20% 40% 60% 80% 100%PERCENT

Smokeless
Tobacco

Frequent Smokers 

Current Smokers

23%

22sm sm aam m B sasa m KSB su m a f 62%

E/er tried | ' ■•" ■ , . ■ " - ! 1_________
Cigarettes • / •,. ~

J ; i s   J

D epa rtm en t o f  H e a lth  &  Soc ia l Se rv ices 9



A l a s k a  N a t iv e  T o b a c c o  U s e

M  41% of Alaska Native boys and 32% of 
Alaska Native girls were using  
sm okeless tobacco weekly.

m  Am ong the boys, 45% started using  
tobacco before the age of 8.

D epa rtm en t o f  H e a lth  & Soc ia l Serv ices 1 0



H e a l t h  R e l a t e d  C o s t s  o f  S m o k i n g ,A  D r a i n  o n  t h e  E c o n o m y
vm M m m m a m m m m m m m m m m n m a a m B a K m m m a m m M tm m M m a m m a m u B m m m M m m sB m m m m m m m a B m

B  T o t a l  d i r e c t  m e d i c a l  c o s t s  f o r  s m o k i n g  

r e l a t e d  i l l n e s s e s  f o r  A l a s k a n s  a g e d  3 5  y e a r s  o r  

o l d e r  i n  1 9 9 3  w a s  $ 9 6 . 5  m i l l i o n .

a  $ 2 3  m i l l i o n  o f  t h e  d i r e c t  m e d i c a l  c a r e  c o s t s  

f o r  s m o k i n g  r e l a t e d  i l l n e s s  w a s  p a i d ,  b y  

M e d i c a i d  i n  A l a s k a .

a  M e a n w h i l e ,  t h e  s t a t e  c o l l e c t e d  o n l y  $ 1 5 . 6  

m i l l i o n  i n  c i g a r e t t e  t a x  r e v e n u e s  i n  1 9 9 3  

( e x c l u d e s  t a x e s  o n  s m o k e l e s s  t o b a c c o ) .

D ep a rtm en t o f  H ea lth  & Soc ia l Serv ices 1 1



A l a s k a  T o b a c c o  T a x  H is t o r y

n  T h e  s t a t e  o f  A l a s k a  h a s  t a x e d  t o b a c c o  s i n c e  t e r r i t o r i a l  

d a y s ,  w h e n  a  5  c e n t s  p e r  p a c k  t a x  w a s  l e v i e d  o n  

c i g a r e t t e s  t o  h e l p  f u n d  s c h o o l  c o n s t r u c t i o n .

■  T h e  c u r r e n t  t a x  l e v e l  o f  2 9  c e n t s  p e r  p a c k  h a s  b e e n  i n  

p l a c e  s i n c e  1 9 8 9 .

B  I n  1 9 8 9  A l a s k a  r a n k e d  1 7 t h  a m o n g  t h e  5 0  s t a t e s  a n d  

D i s t r i c t  o f  C o l u m b i a  o n  t h e  a m o u n t  o f  t o b a c c o  t a x  

l e v i e d .

ffi C u r r e n t l y  A l a s k a  i s  r a n k e d  2 8 t h  a m o n g  t h e  s t a t e s  o n  

t o b a c c o  t a x e s  l e v i e d .

D ep a rtm en t o f  H e a lth  &  Soc ia l Serv ices 1 2
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T o b a c c o  T a x e s  in  t h e  U S

Tobacco Taxation in the US 
Average Cigarette Tax as a Percentage

of Retail Price
1955-1991
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I m p a c t  o f  T o b a c c o  T a x e s  ______
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■  F o r  e v e r y  1 0 %  i n c r e a s e  i n  t o b a c c o  p r i c e s ,  

y o u t h  t o b a c c o  c o n s u m p t i o n  w i l l  f a l l  b y  a t  

l e a s t  1 0 % .

i s  F o r  e v e r y  1 0 %  i n c r e a s e  i n  t o b a c c o  p r i c e s ,  

g e n e r a l  c o n s u m p t i o n  w i l l  f a l l  b y  4  % .

s  A t  c u r r e n t  a d u l t  s m o k i n g  r a t e s ,  a p p r o x i ­

m a t e l y  1 8 , 0 0 0  o f  A l a s k a n s  c u r r e n t l y  u n d e r  

t h e  a g e  o f  1 8  w i l l  d i e  p r e m a t u r e l y  o f  a  

t o b a c c o  r e l a t e d  i l l n e s s .

D epa rtm en t o f  H e a lth  & Soc ia l Se rv ices 14



im p a c t  o f  T o b a c c o  T a x e s

m  A $1.00 per pack tax increase w ould  
reduce youth sm oking in Alaska by an 
estimated 32%.

■ The tobacco tax w ould  prevent 5,700 
premature deaths am ong Alaskans 
currently under the age of 18.

D epa rtm en t o f  H ea lth  & Soc ia l Serv ices 15
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T o b a c c o  T a x  R a t e  C o m p a r i s o nTaxes on Cigarettes in Major Industrialized Nations March 22,1995
Denmark 

Norway 

U.K.

Finland 

Sweden 

Germany 

Belgium 

New Zealand 

Canada 

U.S.$- $1 $2 $3 $4 $5U.S. Dollars per Pack

$4.26

I $3.71
$3.32

1

1 '$2.89

• - • ■ • j* - — | $2.52 

| $2.39 

l $2.29 

~~l $1-86
1  $°.S7
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■  T h e  g r o u n d w o r k  i s  i n  p l a c e .

■  T h e r e  i s  b r o a d  p u b l i c  s u p p o r t .  7 5 %  o f  

A l a s k a n s  s u r v e y e d  s u p p o r t  t h e  $ 1 . 0 0  p e r  

p a c k  t a x .

H  T h i s  i n c l u d e d :  7 5 %  o f  " c o n s e r v a t i v e s " ,  7 5 %  

o f  " m o d e r a t e s " ,  7 3 %  o f  " l i b e r a l s "  a n d  

5 5 %  o f  s m o k e r s .
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C o m m u n it y  S u p p o r t

■  T h e  t a x  i s  a l s o  s u p p o r t e d  b y :  C .  E v e r e t t  K o o p ,  

M D . ,  f o r m e r  S u r g e o n  G e n e r a l ,  2 8 0  

i n d i v i d u a l s  a n d  o v e r  5 0  o r g a n i z a t i o n s  t h a t  

m a k e  u p  t h e  A l a s k a  T o b a c c o  C o n t r o l  

A l l i a n c e  i n c l u d i n g :  t h e  A l a s k a  N a t i v e  H e a l t h  

B o a r d ,  t h e  A m e r i c a n  C a n c e r  S o c i e t y ,  a n d  t h e  

A m e r i c a n  H e a r t  A s s o c i a t i o n .

D epa rtm en t o f  H e a lth  & Soc ia l Serv ices



©

S P O N S O R  S T A T E M E N T

SB 13- Increase Tobacco Taxes 
Senator Bert Sharp

Th is b i l l  is a tax b ill,  an education b ill,  and a 
health b ill.

Section 1 details the leg is la tive  intent and 
purposes o f the b ill. Section 1, item (1) and (2) 
starting on line  6 directs the cigarette tax be 
deposited to the existing ”dedicated school 
fu n d ” and can on ly be used for rehabilitation, 
construction and repair o f the state's school 
fa c ilit ie s  per <AS 43.50.140>.

Item (3), page 1, lines 12-14 and page 2, lines 1- 
3 states leg is la tive intent, "subject to 
appropriation," that the new tobacco tax 
revenue be used for the establishm ent 
m aintenance o f an aggressive anti-tobacco 
cam paign targeting ch ild ren  and also to 
estab lish  and maintain a program of pass 
through grants to m un ic ipa lities fo r programs



$2  ̂ ^
to detect ana prosecute those who sell or
supp ly  tobacco products to children.

Sections 3 and 4 increases the tax on each 
cigarette by $1.00 per pack.

Section 5, increases the excise tax on tobacco 
products <non-cigarettes> from  25% o f 
wholesale value to 100% o f wholesale value.

Sections 6, 7 and 8 sets varying conditions and 
effective dates depending on possib le  court 
d ec is ion s .

The accompanying fisca l note breaks the 
estimated revenue from  cigarettes and that 
from  other tobacco products because o f the 
proposed d ifferent uses. These amounts w ou ld  
represent a s ign ifican t portion o f the $66 
m illio n  o f new revenue that we have 
committed to raise in  FY  98 of our long range 
fisca l plan. I urge your careful consideration 
o f the several extremely positive pub lic  po licy  
elements o f this proposal and the strong 
p u b lic  support o f th is action statewide.

Thank you! I would be glad to answer 
questions that in d iv id u a l committee members 
may have. M r. Jack Chenoweth is also here to 
exp la in  the legal reasoning invo lved in  
sections 6, 7 and 8, and any other areas you 
may w ish  clarified.



D Iv f tlN  OF LEGAL AND RESEARCH SERV @ S 
LEGISLATIVE AFFAIRS AGENCY 

(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Seward Street. Suite 409
Mail Stop 3101 . Juneau, Alaska 99801-2105

L E G A L  S E R V IC E S

M E M O R A N D U M  January 16, 1997

SUBJECT: Senate Bill 13, increasing taxes on cigarettes and tobacco products 
sectional analysis. (Work Order No. 20-LS0159\F)

TO:

F R O M :

Senator Bert Sharp 
ATTN: Larry Stevens

Senate Bill 13 proposes increases to state-imposed taxes on cigarettes and tobacco products.

Bill section 2: The bill section increases the tax on cigarettes and, because the change is 
made to the rate of a tax that is dedicated, would have the effect of providing for the deposit 
of the increase into the "School Fund," AS 43.50.140. The increase in the per cigarette tax 
would be set at 52 1/2 mills, a 50 mill rate increase, or an increase of $1.00 per pack (50 
mills x 20 cigarettes per pack = 1000 mills or $1.00) from the current cigarette tax levy.

Bill section 3: Whether the rate imposed in a dedicated tax may be changed without 
destroying the dedication is debatable. In the event the courts are asked to decide the 
question and determine that the dedication is destroyed, this bill section is included to restore 
the current rate of tax for the component that is dedicated for inclusion in the School Fund.

Bill section 4: This is a contingent amendment. In the event the changes set out in bill 
section 1 are found to destroy the dedication, the tax rate changes are made to current 
AS 43.50.190(a), a provision that imposes a further tax on cigarettes and that, because the 
proceeds are not dedicated, adds the increased revenue to the state general fund.

Bill section 5: The amendment proposed would increase the excise tax on tobacco products 
other than cigarettes from its current 25 percent of the product's wholesale price to 100 
percent of the wholesale price.

Bill section 6: This bill section spells out the contingency under which certain of the earlier 
bill sections are to take effect. They are to be given effect only if a court determines that



Senator Bert Sharp
January 16, 1997
Page 2
changing the rate of taxation on cigarettes destroys the dedication of tax revenue derived 
from the cigarette tax.

Bill section 1: This is an uncodified section that summarizes the bill's general purposes. 
Note that, if a rate change to a dedicated tax destroys the dedication, paragraph (2) expresses 
a legislative intent that the ongoing increased tax rate would be available in the general fund 
for expenditure "for state support of elei. entary and secondary education." For the tobacco 
tax change, paragraph (3) expresses a legislative intent that the ongoing increased tax rate 
would be available in the general fund for expenditure for the public health and public safety 
program purposes there identified. Setting in place the objectives identified in paragraphs
(2) and (3) requires further implementing legislation.

Bill sections 7 and 8 are effective date provisions. Key tax change provisions are to take 
effect October 1, 1997; other provisions take effect on the date that contingency identified 
in bill section 6 occurs.

*

If the bill presents questions, please contact me.

JBC:pl
97-010.plm



L E G A L  S E R V IC E S #
(907) 465-3867 or 405-2450 
FAX (907) 465-2029 
Mail Slop 3101

DIVISION OF LEGAL AND RESEARCH SERVICI 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Slneel, Sulla 409
Juneau, Alaska 09001-2105

M E M O R A N D U M April 26.. 1996

SUBJECT: Draft CSHB 431 ( )(Work Order No. 9-LS1518\F)

TO: Representative Jeannette James, Chair 
House State Affairs Committee

FROM: Jack Chenoweth 
LegislativeĴ oujj

This is drafted in the alternative^

Until a few weeks ago, based on a vex/ old Opinion of the Attorney General, I would have 
advised as a matter of course that this proposal to dedicate the tax increment constituted a 
violation of the dedicated fund prohibition of article IX, section 7. Now, as a result of further 
research explained in Legislative Counsel Mike Ford's April 3 memorandum, I believe that 
conclusion is not so certain.

The drafting of the amendment reflects the possibility that the dedication might not be found 
unconstitutional for the reason given in that memo.

To repeat advice already provided to you:

Under AS 43.50.140, the proceeds derived from the original tobacco lax are required to be 
paid into the school fund. This fund avoids the constitutional prohibition against dedicated 
funds contained in Article DC, sec. 7, of the Alaska Constitution because the fund existed at 
the time the Alaska Constitution was ratified by the voters. Specifically, the Alaska 
Constitution provides that the dedicated funds prohibition does not "prohibit the continuance 
of any dedication for special purposes existing upon the date of ratification of this section 
by the people of Alaska." The two main motivations for the ban on dedicated funds are to 
maintain the potential of flexibility in budgeting and to ensure that the legislature does not 
abdicate its responsibility in making budget decisions. Fairbanks v. Convention & VisilQa 
Bureau. 818 P.2d 1J 53, at 1158 (Alaska 1991).

A question was raised as to whether the Alaska Constitution allows the legislature to change 
the amount of the tax, without affecting the status of the school fund as an exception to the 
dedicated fund rule. In 1959, the Attorney General issued opinion No. 7, that concluded that 
the "legislature has no power to raise or lower the dedication by increasing or decreasing the
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tax or license fee or the rate thereof which is set aside." 1959 OpinioD No. 7, at page 5. This 
conclusion is, however, contradicted by the minutes of the constitutional convection. In 
discussing the language in Article IX, sec. 7, at the constitutional convention, the question 
arose os to the effect of this section regarding a change to the rate of taxation in a dedicated 
fund. The committee with the responsibility for writing Article IX was the committee on 
Finance and Taxation. The spokesman for that committee was Barrie M. White. The 
following discussion with Delegate White and other delegates illustrates the intent of the 
framers of the Alaska Constitution:

R. RIVERS: May I make a correction? When I was illustrating the gas tax 
about the going up to six, no that would be wrong, because absolutely 
allowing allocations as exist at the time this constitudon is ratified would fix 
the ceiling, I am sure, as to how high they could go. I'll call this the closing, 
if  you wish, Mr. McCutcheon. But certainly they could go through. Now, 
when Mr. Taylor read my proposed amendment, he said "allocations allowed 
at the time this goes into effect" and he may have inadvertently omitted 
"continuance of'. All I'm objecting to is this "continuance of'. I'm in accord 
with their idea of not letting any more allocations come along, but when you 
say "continuance of' allocations I immediately think of the rate of allocations 
as well as the subject matter. Now if they are only going to allow allocations 
on particular subjects that are now covered by allocations then I have no 
quarrel with them whatsoever but I am sure that's not the intent of the 
Committee. The Committee intends to allow such rates of allocations as will 
exist when this constitution is ratified but no one may go beyond those rates 
in the future and if they ever drop down, this continuance business does not 
allow them to re-enact.

PRESIDENT EGAN: Mr. McCutcheon.

MCCUTCHEON: Mr. President, if as Mr. Rivers deduces, the terminology 
of this sentence means that the rates are frozen. The principle behind this 
sentence is not that the rates are frozen, it is the principle of allocating 
earmarked funds. It is not a matter of percentage wise, it is a theory of 
earmarked funds and I can't see his argument in this by striking out 
"continuance". He proposes that this is going to cure the proposition of a 
freeze. He thinks it is a freeze. It is not a freeze in any respect of the word 
as far as I can see; it is a matter of a theory of earmarked funds and doesn't 
have anything to do with dollar and cents or percentages.

PRESIDENT EGAN: Mr. Victor Rivers.

V. RIVERS: Mr. President, I would like to ask the Committee what their 
intent was on that I would like to hear what they say.



PRESIDENT EGAN: Do you wish to answer thâ  Mr. White?

WHITE: I think I can answer for ail the Committee on that, Mr. Rivers. It 
is not the intent of the Committee that this be interpreted to mean a freeze in 
any way, shape, or form. The Committee feels that the objections raised by 
Mr. Rivers are covered by the existing language. The reason the Committee 
resists the deletion of the words "continuance of' is that it would then mean 
that the legislature could discontinue a presently earmarked fund next year 
and then 50 years from now bring it back into being. We do not intend that 
that be the case.

V. RIVERS: If you are not freezing an amount, could they raise an existing 
allocation under this? On the gasoline tax could they raise that to six per cent 
according to your thinking on this?

WHITE: Certainly they could.

V. RIVERS. If they lowered it down to three could they then re-enact two 
more after that?

WHITE: The Committee intends that this not have anv_Jgfcrcnce to ratSS_ai 
all The Committee intends that this 3ppLY-tQJhg.aU<3catiQn of particular 
taxes to a particular propose andnomoreJhanihat.

V. RIVERS: I just wanted this in the record. Now if they wipe it out 
altogether, discontinue it, ifs gone forever, is that right?

I %

WHITE: That is right.

V. RIVERS: But if you discontinue half of it, you can raise it back up?

WHITE: That would mean that.
• *

(Emphasis added). This discussion indicates a clear intent on the part of the delegates to 
allow a change to the rale of taxation without affecting the status of a dedication of the 
proceeds of the tax. While the intent of the constitutional framers has weight, the final 
decision on interpretation, of the Alaska Constitutional rests with the Alaska Supreme Court. 
It is possible that the court would disagree with the intent expressed in the constitutional 
minutes and find that any change to the rate of tobacco taxation destroys the status of the 
school fund as an exception the dedicated fund rule. Nonetheless, comments by delegates 
to the constitutional convention do have some bearing on the decision making process of the 
Alaska Supreme Court. In Starr v: Hagglund. 374 P.2d 316,319 (Alaska 1962), the couit 
stated that

Representative Jeannette j® b
April 26,1996
Page 3
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opinions of individual members of the constitutional convention are not 
considered 1 0  be a safe guide in ascertaining the purpose of a majority of the 
convention when adopting a particular provision. But reports of committees 
and statements o ichairmen of  such committees stand on more solid footing 
and mav be resorted to indetepnining the intent of the enacting body.

(Emphasis added) Therefore, the comments of Mr. White, as chairman of the committee on 
finance and taxation, may be persuasive to the court.

Please contact me if you have further questions.

JBC:pl:glc:lmb 
96-09 l.lmb



130 Soward Stm*t S<ito 409
Junomj, AJfl«i<a 06301-2106

M E M O R A N D U M  April 3,1996

SUBJECT: Tobacco Tax - (Work Order No. 9-LS1832)

TO: Representative Jeannette James

FROM: Michael F. Ford
Legislative Counsel

You have asked for an explanation of the effects of an increase of the tobacco tax 
(AS 43.50.090) on the dedicated fund provision contained in AS 43.50.140. As explained 
in this me '*» ft appears that the legislature may be able to increase the tax without affecting 
the dedicated status of the state school fond.

Under AS 43.50.140, the proceeds derived from the tobacco tax are required to be paid into 
the school fond. This fund avoids the constitutional prohibition against dedicated funds 
contained In Article DC, sec. 7, of the Alaska Constitution because the fond existed at the 
time the Alaska Constitution was ratified by the voters. Specifically, the Alaska Constitution 
provides that the dedicated funds prohibition does not "prohibit the continuance of any 
dedication for special purposes existing upon the date of ratification of this section by the 
people of Alaska." The two main motivations for the ban on dedicated funds are to maintain 
the potential of flexibility in budgeting and to ensure that (he legislature does not abdicate 
its responsibility in making budget decision*. Fairbanks v^ConventionA Visitor Bur.. 818 
P.2d 1153, at 1158 (Alaska 1991).

The precise question you have raised is whether the Alaska Constitution allows the 
legislature to change the amount of the tax, without affecting the status of the school fond 
as an exception to the dedicated fond rule. In 1959, the Attorney General issued opinion No. 
7 , concluded that the "legislature has no power to raise or lower the dedication by 
increasing ox decreasing the tax or license fee or the rate thereof which is set aside." 1959 
Opinion No. 7, at page 5. This conclusion is, however, contradicted by the minutes of the 
constitutional convention. In discussing the language in Article IX, sec. 7, at the 
constitutional convention, the question arose as to tho effect of. this section regarding a 
change to the rate of taxation in a dedicated fond. The committee with the responsibility for 
writing Article IX was the committee on Finance and Taxation. The spokesmen for that 
committee was Mr. Barrie M. White. The following discussion with Mr. White and other 
delegates filustmtes the intent of the framers of the Alaska Constitution:

DIVISION OF LEGAL AND RESEARCH SERV ICES 
LEGISLATIVE AFFA IRS AGENCY 
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© James #

TL RIVERS: May I make a correction? When I was illustrating the gas tax 
about the going up to six, no that would be wrong, because absolutely 
allowing allocations as exist at the time this constitution is ratified would fix 
the ceiling, I am sure, as to how high they could go. Til call this the closing, 
if you wish. Mr. McCutcheon. But certainly they could go through. Now, 
when Mr. Taylor read my proposed amendment, he said "allocations allowed 
at the time this goes into effect" and he may have inadvertently omitted 
"continuance of*. All Pm objecting to is this "continuance o f . I'm in accord 
with their idea of not letting any moro allocations come along, but when you 
say "continuance o f  allocations I immediately think of the rate of allocations 
as well as tho subject matter. Now if they are only going to allow allocations 
on particular subjects that are now covered by allocations then I have no 
quarr el with them whatsoever but I am sure that's not the intent of the 
Committee. The Committee intends to allow such rotes of allocations as will 
exist when this constitution is ratified but no one may go beyond those rates 
in Che future and if they ever drop down, this continuance business docs not 
allow them to re-enact

PRESIDENT EGAN: Mr. McCutcheon.

MCCUTCHEON: Mr. President, if as Mr. Rivers deduces, the terminology 
of this sentence means that the rates are frozen. The principlo behind this 
sentence is not that tho rates are frozen, it is the principle of allocating 
earmarked funds. It is not a matter of percentage wise, it is a theory of 
earmarked funds and I- can't see his argument in this by striking out 
"continuance'1. He proposes that this is going to cure the proposition of a 

. freeze. He thinks his a freeze. It is not a freeze in any respect of the word 
as far as I can sec; it is a matter of a theory of earmarked funds and doesn't 

'  have anything to do with dollar and cents or percentages.

PRESIDENT EGAN: Mr. Victor Rivera.i
V. RIVERS: Mir. President, I would like to ask the Committee what their 
intent was on that I would like to hear what they say.

PRESIDENT EGAN: Do you wish to answer that, Mr. White7

WHITE: I think I can answer for all the Committee on that, Mr. Rivers. It 
is not the intent of the Committee that this be interpreted to mean a freeze in 
any way, shape, or form. Tho Committee feels that the objections raised by 
Mr. Rivera are covered by tho existing language. The reason the Committee 
resists the deletion of the words "continnance o f  is that it would then mean 

the legislature could discontinue a presently earmarked fund next year
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am! then 50 years from now bring it back into being. We do not intend that 
that be the ease.

V. RIVERS: If you are not freezing an amount, could they raiso an existing 
allocation under this? On the gasoline tax could they raise that to six per cent 
according to your thinking on this?

WHITE: Certainly they could.

V. RIVERS. If they lowered it down to three could they then re-enact two 
more after that?

WHITE: The Committee intends that this not have any reference to rates at 
alL The Committee Intends that this apply to the allocation of particular 
taxes to a particular propose and no more than that

V. RTVERS: I jost wanted this in the record. Now if they wipe it out 
altogether, discontinue it, it's gone forever, is that right?

WHITE: That is right.

V. RIVERS: But if you discontinue half of it, you can raise it back up7

WHITE: That would mean that

We believe that this discussion indicates a clear intent to allow a cbango to the rate of 
taxation, without affecting the status of a dedication of the proceeds of the tux. To this 
extent, wo disagree with the 1959 opinion No. 7 issued bv the Attorney General, that the 
framers of the constitution intended that a change to the rate of taxation would destroy the 
dedicated status of tho fund.

It is important to onto that while the intent of the constitutional framers has weight, the final 
decision on interpretation of the Alaska Constitutional tests with the Alaska Supreme Court. 
It is possible that the court would disagree with the intent expressed in the constitutional 
minutes and find that any change to tho rate of tobacco taxation destroys the status of the 
school fund as an exception the dedicated fund rule. Nonetheless, comments by delegates 
to tho constitutional convention do have some bearing on the decision making process of the 
Alaska Supreme Court In Starr v Haggund, 374 P.2d 316,319 (Alaska 1962), the court 
stated that "opinions of individual members of the constitutional convention are not 
considered to be a safe guide in ascertaining the purpose of a majority of tho convention
w ia m  adopting a particular provision. rtfVinminfffrM mnH qqfrnvnfr nfrjlflirmcn
o f im c h  c m m n lt to c t  rowid  o n  m ore  solid footing nnd mM_bg_ce5ortcd tQ.in determining the



u a v i a  P a r i s h  & A s s o c i a t e s  9 0 7  5 2 2  2 6 0 2

.April 3,1996 
Pagc4
intent of the enacting body." (Emphasis added) Therefore, the comments of Mr. White, as 
chairman of the committee on finance a t . taxation, may he persuasive to the court

You have also asked if the rate of taxation ia changed, does the additional revenue go into 
the school fitcd or (be general fond? We believe that any increase in the tax imposed under 
AS 43.50.090 will not, by itself, affect tho disposition of the proceeds of the tax. The 
Increased revenues will still flow into the school fund as required under AS 43.56.140. It is 
also important to note that to maintiin the status of the school fund os an exception to the 
dedicated fund rule, that disposition of the proceeds of the tobacco tax cannot be changed. 
To change the disposition of the proceeds of the tax as required under AS 43.50.140 would 
destroy the dedicated flmd exemption granted to the school fund under Article IX, sec. 7, of 
the Alaska Constitution.

Please contact me if you hove further questions.

‘  #

MFF:kib
96-252-klb



i't.'- c/C I/O ac*corn r naa uxKK’ a ut-riLt

@

By: Dan LaSota
Guy Sattley 

Hank Bartos 
Karen Parr 

Cole Sonafrank 
Hank Hove 

Nancy Webb 
Cheryl Kilgore 

Jay Quakenbush 
Introduced: 11/25/S6
Adopted: 11/25/96

RESOLUTION NO. 96-081

A RESOLUTION URGING THE LEGISLATURE TO INTRODUCE AND PASS A BILL 
INCREASING STATE TAXES ON TOBACCO PRODUCTS

WHEREAS, it has been determined that use of tobacco products can be
hazardous to a person’s health, cause premature death and increase costs for
employers in all categories because of iiinesses caused by smoking; and

WHEREAS, tobacco is a unique product because of the staggering toll it 
takes on the lives of millions as shown by the fact that each year tobacco kills more 
Americans than A.I.D.S, alcohol, car accidents, fires, illegal drugs, murders, and 
suicides combined. It is responsible for over 400,000 American deaths each year and 
is the leading cause of preventable death in the country; and

WHEREAS, 84 % of Alaska’s adult smokers started smoking between the 
ages of 10 and 20 and the state has the sixth highest rate of smoking in the United 
States along with the sixth highest rate of smoking -related deaths in the United States. 
Tobacco kills 1 out of 5 Alaskans; and

WHEREAS, throughout the United States, 3,000 children become regular 
smokers every day and most of those smokers begin by age 15 and are “addicted" by 
age 18. Children and teenagers constitute 90 % of all new smokers and as many as 
one-third of all children who become smokers will eventually die from smoking-related 
diseases; and

P. 7s 8
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WHEREAS, it is the responsibility of the government of Alaska to do
everything in its power to blunt the negative impact of tobacco on our economy, but the 
government of Alaska passively encourages tobacco use among its citizens by 
maintaining its affordability through low taxation rates (Alaska has the 28th lowest state 
tobacco excise tax but ranks sixth in the amount of smokers by states); and

WHEREAS, higher tobacco p r ic e s  have proven effective in reducing 
tobacco consumption particularly among youth and it is the responsibility of the 
government of Alaska to protect our youth from an addictive and deadly drug; and

WHEREAS, the federal government, recognizing the problems caused by 
tobacco products, has already increased the cost of tobacco products in commissaries 
throughout the nation. The cost has risen by $4.00 per carton at some commissaries.

Borough Assembly calls upon the Alaska State Legislature to introduce and enact a 
significantly higher state excise tax on all forms of tobacco and to ensure that this 
higher tax rate is regularly increased to keep pace with inflation.

BE IT FURTHER RESOLVED that copies of this resolution shall be sent to the 
Honorable Tony Knowles, Governor, State of Alaska and aII members of the Interior 
Delegation.

Municipal Borough Clerk
Ayes: Bartos, Sattley, Quakenbush, Sonafrank, Parr, Kilgore, Webb, St. John, McBride,

LaSota and Hove 
Noes: None

NOW, THEREFORE, BE IT RESOLVED that the Fairbanks North Star

PASSED AND APPROVED THIS 2

ATTEST:

RESOLUTION NO. 96-081
Page 2 of 2
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1057 W. Fireweed Lane, Suite 204 • Anchorage, Alaska 99503 • (907) 277-8696 • Fax: (907) 263-2073

January 8,1997

The Honorable Gary Wilken 
The Alaska Senate 
State Capitol 
Juneau, Alaska 99801

Dear Senator Wilken:

Those of us working on the tobacco tax campaign would like to wish you a happy and produc­
tive new year and let you know that we look forward to working with you in 1997 to save 
thousands of lives in the years ahead.

Tobacco issues continue to make headlines in Alaska and around the country, with frequent 
news stories about proposed FDA regulation of tobacco and implementation of the Synar 
Amendment by state governments. This letter is intended to clarify that while such efforts are 
worthwhile, a major tobacco tax increase ($1 per pack) is clearly the most effective tool we 
have to reduce tobacco use.

There is no “silver bullet” for ending the tobacco epidemic. A comprehensive approach 
that includes tax increases, media campaigns, innovative school programs, advertising restric­
tions, clean indoor air laws, and enforcement of youth access laws should be our goal.

The $1 per pack tobacco tax increase must be the cornerstone of a  comprehensive 
tobacco control strategy, and should be enacted first. In a report produced by a panel of 
experts, the National Cancer Institute concluded that “few measures exhibit the speed and 
magnitude of impact achieved by increasing taxation on tobacco products... Increasing tobacco 
excise taxes must be considered an essential and primary component of any comprehensive 
tobacco control program.” The $1 per pack tobacco tax increase will have immediate and 
dramatic impact on youth smoking and smokeless tobacco rates in every community in the 
state, without creating any financial drain on the state budget.

While there should be continuing efforts to enforce existing lav/s against selling tobacco 
to minors, reducing youth access to tobacco is easier said than done. The goal of the 
Division of Alcoholism and Drug Abuse is to increase vendor compliance to 80% (from the 
current rate of 64%), in keeping with the provisions of the federal “Synar” law. However, 
recent research conducted in Massachusetts shows that even when 80% of stores refuse to 
sell to minors, kids can still buy tobacco products. The researchers concluded that "compliance 
rates above 90% must be achieved before the youths in the community begin to have difficulty 
purchasing tobacco." While this is a worthwhile goal that we support, it is unlikely that we will 
be able to achieve it any time soon.

I A M E R I C A N  American Heart -J -  A M E R IC A N

t a *  t  S S & * n = H .
Witltm Pacific WWilon undStroke Of Alaska

Alaska Native 
Health Board
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Likewise, restricting tobacco sales to liquor outlets only, as some have proposed, makes

more than half their profits from tobacco sales. Any change in the law will be met with extreme 
resistence, with the tobacco industry providing financial support to the opposition. Again, the 
best option to reduce teen smoking is to pass the $1 per pack tobacco tax increase.

While valuable as part of a comprehensive effort, FDA regulation of tobacco products 
will not adequately address the tobacco epidemic in Alaska. Even if the regulations are 
implemented, they will not have the kind of dramatic impact on youth smoking that can be 
achieved through a major tobacco tax increase.

The proven effectiveness of tcbacco taxation, the strong public support for the tax, and the fact 
that there is no cost to state government are all reasons to support the proposed $1 per pack 
tax increase in Alaska. As the Alaska Journal of Commerce stated in an editorial last summer:

We can save thousands of lives in Alaska by protecting our kids from tobacco, and 
the best way to do that is to increase the state cigarette tax.. .I t should be an easy 
choice and a no-lose situation. We can decrease the deaths from smoking while 
decreasing the dollars taken from the state savings account to support the budget, 
and we can reduce our future expenditures on health care.

Please feel free to contact us for more information. We look forward to talking with you soon.

a lot of sense but will be extremely difficult to achieve. Convenience stores typically make

Sincerely,

Larry Dickerson
Executive Director
American Lung Association (Alaska)

Executive Director 
Alaska Native Health Board
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Citizens to Protect Kids from Tobacco 
1057 W. Fireweed Lane, Suite 204 
Anchorage, Ak 99503

The Alaska Academy of Physician Assistants supports SB234/HB442 
which raises the tobacco tax in Alaska. Experience, in California, Hong 
Kong, Britain, New Zealand and Canada reflect reduced smoking rates when 
higher cigarette taxes were imposed.

Alaska has the sixth highest rate of smoking in the U.S., the sixth highest 
rate of smoking related deaths in the U.S., and the 28th lowest state 
tobacco excise tax. By increasing cigarette taxes will reduce consumption, 
especially by the most price sensitive group, the teenagers. We also know 
that 84% of Alaskan adult smokers started smoking between the ages of 
10  and 20,

The direct health care costs of smoking related diseases on the Alaskan 
econom y were estimated to be $45.6 million dollars in 1991. Each Alaskan 
underwrites these costs whether or not they are smokers. By increasing 
the tobacco tax, we can deter smoking especially in teens, decrease the 
overall costs of smoking to all Alaskans, and generate income to be used 
toward public education on the hazards of smoking.

The Academy supports the tobacco tax and would urge you to consider 
supporting these bills.

S in ce re ly ,

Jganne M. Clark, PA-C 
Past President
A laska Academ y of Physician Assistants



JUNEAU EMPIRE. SUNDAY. FEBRUARY 2,1997 D 3

Letters
t

Puff on these statistics
»».<* "» < *

I have just received targeted 
mail from the Alaska Smokers’ 
Rights asking me to contact my 
legislators to oppose the tobacco 
tax -  however, on the contrary, I 
urge you to continue to support 
the tobacco tax and the higher the 
better. ■ • • t

My husband and I quit smok­
ing years ago. In fact, half of 
Alaskan adults who have ever 
smoked have quit, and more than 
70 percent of those who still 
smoke say they would like to quit.

Adults don’t tend to choose to 
start smoking. Most adults, over 
80 percent of them, started smok­
ing in their teens, according to 
the Department of Health ana So­
cial Services. However, about
3,000 young people each day 
across the country are falling 
prey to the tobacco companies 
targeted campaigns to recruit 
new smokers to replace the peo­
ple who have quit or died.

Smoking is an addiction. How 
dare the tobacco industry (I 
mean the Alaska Smokers’ 
Rights) pretend to be concerned 
about my rights while protecting 
their own profits and preserving 
their exemptions from most con­
sumer protection laws.

As the parent of a young child 
and a health advocate, I urge leg­
islators to pass the tax. i

Patty Owan



T o b a c c o  E x c i s e  T a x e s  a r e  a  R e l i a b l e  

S o u r c e  o f  R e v e n u e  f o r  A l a s k a

T o b a c c o  t a x e s  h a v e  th e  u n u s u a l  

ab ility  to  s a v e  l iv e s  w h ile  

s im u lta n e o u s ly  ra is in g  m illio n s  o f 

d o lla rs .

T h e  c u r re n t  s t a t e  to b a c o o  ta x  o f 

$ 0 .2 9  r a i s e s  a b o u t  $ 1 5 .7 5  m illion 

e v e ry  y e a r .

q  R a is in g  th e  s t a t e  ta x  by $ 1 .0 0  will 

r e d u c e  c ig a r e t te  s a l e s  b y  m o re  

th a n  1 0  m illion p a c k s  w h ile  ra is in g  

o v e r  $41  m illion  in n e w  re v e n u e .

$0.79 $0.99 $1.19 $1.39 $1.59 $1.79 $1.99 $2.19
Prepared by tfw American Cancer Society * Totwcco ConW ArVocacy Pro-am
310 Pennsytvana Avenue. SE, Suite 200, Washington. DC 20003: (202) 5464011. ext 112
December 17,1996
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The following eoonomio analysis was prepared by the American Cancer Society in consultation with 
Dr. Frank Chaloupka, a professor at the University of Illinois-Chicago and a researcher with the 
National Bureau of Economic Research. Dr. Chaloupka is the foremost expert in the U.S. on the 
subject o f tobacco consumption elasticity among youth. He just completed the most comprehensive 
study ever undertaken on the subject, sampling over 110.000 youths across the country over a two 
year period (1992-1994). By controlling for a variety of other determinants of youth smoking which 
had not been included m earlier analyses. Dr. Chaloupka's work both oonfirms and refines the body of 
research on economic disincentives as a tobaoco use prevention measure.



HEALTH AND REVENUE GAINS FROM 
A TOBACCO TAX INCREASE IN ALASKA1

Tax YWth Reye.nus Youth
Increase Reduction2 Gained Saved2

$0 50 15 9% $23 1 2,852
SO 60 19 0% S27 1 3,422
$0.70 22 .2% $30.9 3,993
$0.80 25.4% $34.6 4,563
$0.90 28.5% $38.0 5,133
$1 00 31.7% $41.2 5,704
$1.10 34.9% $44.1 6,274
$1.20 38.0% $46.9 6,845
$1.30 41.2% $49 5 7.415
$1 40 44 4% $51.9 7,985
$1.50 47.5% $54.1 8,556
$1.60 50 7% $56.0 9,126
$1.70 53.9% $57.8 9,696
SI.80 57.0% $59 4 10,267
$1 90 60 2% $60.7 10,837
$2.00 63.4% $61 9 11,406

Sources:_________________________________________________________________________________________________

1 Assumes an average pnce of S2 13 per pack of 20 cigarettes in Alaska.

The youth reduction estimate assumes an average youth smoking participation elasticity of -0 675 
Chaloupka, F.J., Grossman, M. “Price, Tobacco Control Policies and Youth Smoking" June, 
19%, unpublished data. This paper was prepared for the Economics of Substance Abuse II 
sessioa of the 71st annual conference of the Western Economic Association International, Juiv 1, 
19%, San Francisco, CA .

1 According to the Centers for Disease Control, approximately 56,246 of Alaska’s youth will
become regular smokers. The estimate of lives saved conservatively assumes that of those 
discouraged from smoking regularly, 32% will avoid dying prematurely as adulu because of a 
smoking-related illness. Centers for Disease Control. Morbidity and Mortality Weekly Report 
"Projected Smoking-Related Deaths Among Youth - United States", Vol. 45, No. 44, Ps 971-974,
1996.

Prepared by the American Cancer Society's Tobacco Control Advocacy Program 
316 Pennsylvania Avenue, SE, Suite 200, Washington, DC 20003. (202) 546-4011, ext. 112

December 17. 1996



A  T o b a c c o  T a x  I n c r e a s e  W i l l  S a v e  

T h o u s a n d s  o f  A l a s k a ' s  C h i l d r e n

A c c o rd in g  to  th e  C e n te r s  fo r D i s e a s e  

C o n tro l, a p p ro x im a te ly  5 6 ,2 4 6  of 

A la s k a 's  c h ild re n  will b e c o m e  

s m o k e r s ,  a n d  1 7 ,9 9 9  will d ie  

p re m a tu re ly  a s  a d u l t s  b e c a u s e  o f  a  

s m o k in g - re la te d  i lln e s s .

R a is in g  th e  s t a t e  ta x  by  $ 1 .0 0  will 

s a v e  th e  liv e s  o f m o r e  th a n  5 ,7 0 0  o f 

A la s k a 's  c h ild re n .

$0.60 $0.80 $1.00 $1.20 $1.40 $1.60 $1.80 $2.00
Tax Increase Amount



G ’m o n , B a b y , L ig h t  M y  F ir e
C i g a r e t t e  g i a n t  P h i l i p  M o r r i s  g o e s  a f t e r  t h e  
y o u t h  m a r k e t  b y  s t a r t i n g  i t s  o w n  r e c o r d  l a b e l

W
E OFTEN ASSOCIATE MUSIC WITH 
the special times in our liv e s - 
the ballad that was playing at the 
close o f our high school prom, 

the love melody at our wedding recep­
tion, the trip-hop song that was blaring 
as we picked up boxer shorts at Banana 
Repub lic ...

Banana Republic? Yes. I f  a growing 
number o f companies have their way, 
there will be a lot more memories like 
that. Retail chains are working hard to 
link their brands with the music 
younger customers want to hear.
In  recent years the Gap, Banana 
Republic, Victoria’s Secret, the 
Pottery Bam and others have 
duced their own CDs and sold 
their checkout counters. Last week 
new player was announced: Philip 
ris, the world’s largest cigarette maker.

Most brand-name CDs have been 
uneven compilations o f previously re­
leased songs by big-name stars (Michael 
Bolton for Victoria’s Secret) o r up-and- 
comers (folk singer Gillian 
Welch for Starbucks), se­
lected because their style 
fits the image the company 
is trying to project. The 
CDs can be big business, 
luring customers who shun 
record stores. Some o f Vic­
toria’s Secret’s titles have 
sold 1 million copies.

Which is probably one 
reason Philip Mouis has 
started a new record label, 
called Woman Thing Mu­
sic, after the ad slogan for 
its Virginia Slims brand 
(“ It ’s a woman thing” ). The 
company intends to launch 
new female performers by 
underwriting their albums 
and sponsoring live perfor­
mances. Its first release, 
due this spring, is a six-song 
mini-album by 27-year-old 
Martha Byme (who plays 
Lily on the TV soap As the 
World Turns). But here’s 
the catch: the album will be available 
only in a package along with two packs o f 
Virginia Slims (cost: around $5.00).

Critics say this is an attempt to get 
pop music-loving kids to smoke. "N ine­

ty percent o f smokers began before age 
18,”  says Brian Ruberry, spokesperson 
fo r the Campaign fo r Tobacco-Free 
Kids. “As fda rules take away more 
weapons, tobacco companies 
need to find a way to reach 
kids.”

SMOKING GROOVES: Soap 
actress, but nonsmoker, 
Martha Byme Is featured 
on the debut album

In  fact, a  new f d a s  

rule scheduled to go into ef- j  
feet in August will prohibit: 
tobacco companies from I 
selling o r giving away prod -» 
ucts with their brand names j  
or logos on them. Philip 
Morris is challenging the 
rule in court. A hearing has 
been set for February, but 
appeals could drag on for 
more than a year.

And how is Byrne’s 
CD? Most o f the songs on 
the CD, produced by Nile 
Rodgers, sound like limp 
imitations o f Alanis Moris- 
sette. An advertorial track, 
It's a  Woman Thing, 
doesn’t help either. Byme 
is a nonsmoker, but record­
ing for a cigarette company 
doesn’t bother her. ‘T he  

exposure is tremendous,”  she says. Un­
fortunately for many young women, that 
exposure could be dangerous to their 
health. —By Christopher John Farley.
Reported by Elizabeth L Bland/New York

INVESTING IN THE FUTURE The
m aestros' m ission includes creating 
program s fo r  loca l schoolchildren
American Verdi, as it were—was pleasur­
able i f  derivative.

A priority fo r both men is improving 
the perform ing environment for their 
companies. Later this month, the 
Kennedy Center concert hall w ill close 
for extensive acoustic renovations, to re­
open in the fall. As for the opera, it plans 
to move out o f the Kennedy Center en­
tirely. Thanks to an $18 million gift from 
Mrs. Eugene B. Casey, chairman o f the 
board, the company has acquired the old 
Woodward & Lothrop department store 
in downtown Washington. After some 
political wrangling, including a video­
taped deposition from Domingo, the city 
approved a zoning variance so that the 
store could be converted into an opera 
house. Scheduled to open in 2001, it will 
cost more than $100 million. " I hope that 
our opera house will rival the world’s top 
houses,”  says city council member Char­
lene Drew Jarvis, who chairs the eco- 
nomic-development committee. “ Paris 
has nothing on us for the future.”

Just as in politics, the air in Wash­
ington these days is filled with talk o f bi­
partisan cooperation, and no one would 
be surprised to see Domingo, who has 
thus far largely limited his conducting to 
opera, waving a baton in front o f the Na­
tional Symphony. Indeed, Slatkin has a l­
ready agreed to conduct an as yet to be 
determined opera with Domingo’s com­
pany next fall. “ We will have many col­
laborations,”  notes Domingo, “with 
Leonard coming to the opera and me go­
ing to the orchestra. I hope that at the 
end o f the Slatkin-Domingo era, some­
thing special has happened that we can 
be proud of. We are conscious that we 
have to deliver, and we will.”  That’s ex­
actly what Washingtonians have long 
been waiting to hear. -With reporting by
Daniel S. Levy/Washington »
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S e a t - r f c t  Sheet Metal, Inc.
3250 Easy Street 

Fairbanks, Alaska 99701-7734

February 10,1997

Re: Pioneers’ Home, proposed rate increases

Dear Senator Wilken:

I am a recent member of the Board of Directors of the Fairbanks Pioneers’ Home 
Foundation and as a citizen of Fairbanks and Alaska for over forty years I am very aware 
of the changes to the Home since its inception. I recognize that some of these changes are 
due to court rulings, i.e. the Zobel decision, and as such the changes were mandated by 
others.

It is obvious that Alzhcimers’ care is very costly to provide. I was shocked to find that 
Medicare does not cover Alzhcimers' care as they classify the disease as a “mental illness”. 
Thus the cost burden of care is transferred to the other residents and this is very unfair. If 
indeed this disease can be classified as a “mental illness” shouldn’t we be funding this care 
through the Mental Health Lands Trust?

Obviously we must do something, there has been an implied contract to our elderly 
pioneers and we can’t just ignore the problems they are facing. They cannot act in their 
own behalf and it is our duty to find a solution to thus problem.

I would appreciate your thoughts on this matter.

Thank you for your time and attention.

Donna J. tfrady-Kobcrtson 
President

Phone: (907) 456-8766 ★ FAX: 1907) 456-3494
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NFIB/Alaska 1997 Ballot Results

The Alaska Chapter of the National Federation of Independent Business is comprised of 
4.400 small and independent business owners. The typical NFIB/Alaska member employs 
five workers and rings up gross sales of about $181,000 per year. In total, the 
organizations members employ more than 43,000 workers.

The legislative agenda of NFIB is determined by ballot. A majority vote of the members 
in response to the poll sets the policy and position on legislative issues. Ballots for the last 
5 years are used to establish the full legislative agenda. Following are the ballot results for
1997.

Environmental Self-Audit

1. Should the Alaska legislature adopt a procedure to allow a business to conduct a 
private self-audit of its compliance with environmental law and take corrective actions to 
address problems without fines or penalties?

79.8% YES 10.1% NO 10.1% Undecided

Privatization

2. Should state legislation be passed to allow the construction of a new private prison 
through a leasc-purchase program?

78.3% YES 12.6% NO 9.1% Undecided

Balancing the Budget

3. NFIB already has a position to reduce state spending, but do you feel further spending 
cuts are warranted?

81.5% YES 10.0% NO 8.5% Undecided

2 1 7  S e c o n d  S t r e e t ,  S u i t e  2 0 6  . J u n e a u ,  A X  9 9 8 0 1  .  9 0 7 - 4 6 3 - 5 1 1 8 .  F »  9 0 7 - 4 6 3 - 5 1 2 8

Tht Guardian 9/ Small Builntu for Fifty Ytan



4. Should some of the Permanent Fund profits be utilized to help close the fiscal gap?

6. If one or the other must be used to balance the budget, which would you prefer to be 
used first?

48.3% Permanent fUnd 
51.7% State personal income tax

7. Should a combination of Permanent Fund profits and personal income taxes be used?

18 6% YES 72.9% NO 8.5% Undecided

8. Would you prefer a state sales tax over a state personal income tax?

51.8% YES 39.8% NO 8.4% Undecided

9. Would you support an increase in the following consumption taxes?

a. Gasoline and diesel fuel tax

16.2% YES 77.8% NO 6.0% Undecided

5. Should a state personal income tax be reins‘ated?

15.8% YES 76.7% NO 7.5% Undecided

20.8% YES 72.8% NO 6.4% Undecided

b. Tobacco tax

62.7% YES 35.8% NO 1.5% Undecided

c. Alcoholic beverage tax

61.2% YES 37 8% NO 1.0% Undecided



" C i g a r e t t e  t a x e s ... a r e  t h e  m o s t  e f f e c t i v e  w a y  t o  d i s c o u r a g e  

t o b a c c o  u s e  a m o n g  y o u n g  p e o p l e . ... I n c r e a s i n g  t h e  c i g a r e t t e  

t a x  c o u l d  b e  o n e  o f  t h e  m o s t  i m p o r t a n t  p u b l i c  h e a l t h  m e a s u r e s  

t h i s  c o u n t r y  h a s  e v e r  t a k e n . "

— fo rm e r  Su rgeon  G en e ra l  C . Everett K o o p ,  a p p o in te d  b y  P re s iden t R o n a ld  R eagan

N O T H IN G  KILLS LIKE T O B A C C O .  In A la ska , o n e  o u t  o f  f iv e  d ea th s  is c a u se d  b y  t o b a c c o .  In
the Un ited  States, sm ok in g  k i l ls  a lm o s t  4 2 0 , 0 0 0  p e o p le  p e r  y e a r— m o r e  than  A ID S ,  a l c o h o l ,  c a r
accidents, fires, c o c a in e ,  h e ro in ,  m u rde rs , and  su ic ides  combined. W o r ld w id e ,  t o b a c c o  k i l ls  3
m i l l io n  p e o p le  p e r  y e a r— s om e o n e  e v e ry  10  se cond s .

•  T o b ac c o  use is th e  le ad ing  c a u s e  o f  d e a th  in A la s ka . W h e n  used  as in te n d ed , t o b a c c o  k i l ls .

•  Adu lts  d o n ' t  s ta r t  sm ok in g— kid s  d o .  A lm o s t  a l l  t o b a c c o  v ic t im s  b e c o m e  a dd ic te d  to n ic o t in e  as 
teens o r  y o u n g e r .  N ic o t in e  is reg a rd ed  b y  m an y  au tho r i t ie s  to b e  as a d d ic t iv e  as h e ro in  o r  
coca ine . If w e  can  stop k ids f r om  getting add ic ted , w e  can  p re v en t  n e e d le s s  d is e a se  a n d  dea th  
later in life .

•  T o b a c c o  c om p a n ie s  sp end  o v e r  $ 6  b i l l i o n  a  y e a r— a b o u t  $16.5 m i l l i o n  e a c h  d a y — on  
adve r t is ing  a nd  p r o m o t i o n  in th e  U n i t e d  S ta tes . T o b a c c o  indus t ry  ad ve r t is in g  is v e ry  e f fe c t iv e  
at reach ing  c h i ld re n . A bou t  9 1 %  o f  6  y e a r  o ld s  re c o g n iz e  the  O ld  Joe  C a m e l  c a r t o o n  ch a ra c te r ,  
abou t the sam e  pe rcen tage  that re c o g n iz e  the  D is n e y  C h a n n e l -M ic k e y  M o u s e  lo g o .

•  Educa t ion  a lo n e  d o e s  n o t  w o r k .  For m an y  yea rs , e d u ca t io n  has b e en  the p r im a ry  s t ra tegy to 
reduce  to b a c c o  use am o n g  c h i ld re n . N eve r th e le s s ,  re cen t su rvey s  s h o w  that sm o k in g  a m o n g  
you th  is inc reas ing .

•  Inc reas ing  t o b a c c o  taxes is w id e ly  r e c o g n i z e d  as th e  s in g le  m o s t  e f f e c t i v e  w a y  t o  r e d u c e  
t o b a c c o  c o n s u m p t io n  am o n g  c h i ld r e n .  C h i ld re n  a re  p r ic e  sens it ive  c o n s u m e r s .  R e se a rch  s h ow s  
that a c igarette p r ic e  inc rease o f  1 0%  can  b e  e xp ec ted  to r e d u c e  c o n s u m p t io n  b y  an e q u a l  o r  
greater am ou n t  by  c h i ld re n . A $1 p e r  p a c k  tax inc rease  w o u ld  re d u c e  y o u th  sm o k in g  in A la ska  
by an est imated 3 2 % .

•  T o b a c c o  ta x a t io n  is an  e f f ic ie n t  a nd  a p p r o p r i a t e  m ean s  t o  o f f s e t  th e  e n o rm o u s  c o s ts  c a u s ed  
by t o b a c c o .  A laska 's  Long  R ange  F inanc ia l P la n n in g  C om m is s io n  c o n c lu d e d  that a $1 p e r  pack  
increase in the state's c igarette tax w o u ld  raise $ 4 2  m i l l i o n  in n ew  re v en u e s  in the  first y e a r .

•  A laska 's  c u r r e n t  t o b a c c o  tax  is b e lo w  th e  n a t i o n a l  a v e ra g e ,  e v e n  th o u g h  A la s k a  has  o n e  o f  th e  
highest ra te s  o f  t o b a c c o - r e la t e d  d e a th  in th e  n a t io n .  N o r  h a v e  to b a c c o  taxes in A la s k a  k ep t 
pace with in f la t ion . In 1 9 6 4 ,  the y e a r  that the first Su rgeon  G e n e ra l ' s  rep o r t  o n  sm o k in g  an d  
hea lth was re le a sed , the state tax c om p r i s e d  2 4 %  o f  thp retail p r ic e  o f  c igare ttes . T o d a y  it is 
o n ly  1 4 % .

•  The p u b l ic  s u p p o r t s  t o b a c c o  taxes . A Janua ry  1 9 9 6  s ta tew ide  su rv e y  f o u n d  that 7 4 %  o f  
A laskans suppo r t  an inc rease  o f  $ 1 p e r  p ack  in the state exc ise  tax o n  c igare ttes .

Source: "Saving Lives and Raising Revenue - The case for major tobacco increases in Alaska"
(A collaboration of the American Cancer Society, American Heart Association, American
Lung Association and Alaska Native Health Board,)



"I f ; i n  t h e  U n i t e d  S t a t e s /  f i v e  7 2 7 s  w i t h  2 0 0  p e o p l e  

c r a s h e d  e v e r y  d a y  o f  e v e r y  w e e k  o f  e v e r y  m o n t h  o f  

e v e r y  y e a r ;  s o o n e r  o r  l a t e r  s o m e o n e  w o u l d  s a y , 
'W eV e g o t  t o  d o  s o m e t h i n g  a b o u t  t h i s .

— D r .  John A l le n  (past p res iden t)
A m e r ic a n  Lung Assoc ia t ion

T O B A C C O  IS A  U N IQ U E  P R O D U C T  BECAUSE  O F  THE S T A G G E R IN G  T O LL  IT TAKES O N  
THE  LIVES O F  M IL L IO N S .  Each yea r , t o b a c c o  k i l ls  m o re  A m e r ic an s  than A ID S , a l c o h o l ,  ca r 
a cc iden ts , f ires , i l lega l d rugs , m u rde rs , a n d  su ic ides combined. It is th e  o n l y  lega l p r o d u c t  that 
w h en  c o n s u m e d  e x a c t ly  as the m anu fa c tu re r  in tends , causes add ic t ion , d isea se , a n d  dea th .

•  T o b a c c o  is u n iq u e  in th e  n u m b e r  o f  A m e r ic a n s  it k i l ls . Each y e a r  4 1 9 , 0 0 0  A m e r ic a n s  d ie  f r om
sm ok in g .  That's 1 , 1 0 0  A m e r ic an s  each  d a y ,  o n e  e v e ry  75  second s . O n e  o f  e v e ry  f iv e  dea th s  in 
the U .S .— and  in A la s k a— are  caused  b y  to b a c c o . T o b a c c o  k i l ls  m o r e  than  one out of three 
long-term users, h a l f  o f  w h o m  d ie  in m id d le  age .

•  V i r t u a l l y  a l l  n e w  use rs  o f  t o b a c c o  p r o d u c t s  a r e  c h i ld re n .  A lm o s t  9 0 %  o f  a l l  sm ok e rs  started
b e fo re  the age  o f  1 9 .  T h e  a v e rag e  age o f  in it iat ion is 1 4 .5  years . A du lts  d o n ' t  start sm o k in g —  
k ids d o .  T h e  s am e  is t rue  o f  sm oke le s s  to b a c c o  use.

•  T o b a c c o  is u n iq u e  b e c a u s e  it is h a rm fu l  t o  a l l  users at a l l  doses . T h e re  is n o  sa fe  le v e l o f  to b a c c o
use. S m o k in g  just tw o  c igarettes a d a y  d o u b le s  one 's  risk o f  lu n g  c a n c e r  a n d  inc reases  th e  risk 
o f  hea rt d isea se  and  s t roke .

•  T o b a c c o  use p r o d u c e s  n o  h e a l th  b en e f i t s .  U n l i k e  s om e  fo o d  p rod uc ts  w h ic h  p r o v id e  nu tr i t iona l
b en e f i t  bu t a ls o  c on t r ib u te  to  the risk o f  hea rt  d isease  u n d e r  certa in  c i rcum s tan ce s ,  t o b a c c o  
p ro v id e s  n o  nu t r i t io n a l b en e f i t  and  is h a rm fu l  u n de r  a l l c i rcum stances . U n l i k e  a lc o h o l ,  t o b a c c o  
k i l ls  e v e n  w h en  used  in "m od e ra te "  am oun ts .

•  T o b a c c o  s m o k e  k i l ls  u se rs  a n d  n on -u se r s  a l ik e .  The  A m er ican  Heart A s soc ia t ion  es t im ates  that
5 2 , 0 0 0  dea th s  a y e a r  a re  cau sed  b y  e x p o s u re  to s e cond -h and  sm o k e ,  m a k in g  e n v i r o n m en ta l  
t o b a c c o  sm o k e  the th ird  le ad ing  cause  o f  dea th  in the na t ion  (b e h in d  ac t iv e  sm o k in g  and  
a l c o h o l  abu se ) .  V iew e d  a n o th e r  w ay , this m ean s  that fo r  e v e ry  eight sm o k e r s  tha the t o b a c c o  
indus t ry  k i l ls , it takes o n e  n o n - sm o k e r  w ith  them .

•  T o b a c c o  is u n iq u e  b e c au s e  it c o n ta in s  n ic o t in e ,  a h ig h ly  a d d ic t iv e  d ru g .  R e sea rch e rs  w id e ly
rega rd  n ic o t in e  to b e  as add ic t iv e  as h e ro in  o r  c oca in e .  W i th d raw a l f r om  n ic o t in e  a d d ic t io n  is 
l ik e  w i th d raw a l  f r om  o th e r  h ig h ly  a dd ic t iv e  substances : d i f f icu lt and  p a in fu l .  S e v en ty  p e rc en t  o f  
sm ok e rs  say  th ey  w an t  to qu it , and  m i l l i o n s  try to qu it each  yea r , bu t o n l y  2 . 5 %  su cc e ed  in a n y  
g iven  y e a r .

Source: 'Saving Lives and Raising Revenue - The case for major tobacco increases in Alaska*
(A collaboration of the American Cancer Society, American Heart Association, American
Lung Association and Alaska Native Health Board.)
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R E S O L U T IO N  # 9 6 -9 : S U P P O R T  F O R  IN C R E A S E D  T O B A C C O  T A X  

SU B M IT T E D  B Y : A laska Association o f  Secondary School Principals

W H E R E A S  3 ,0 00  children become regular smokers each and every day; and
W H E R E A S  most smokers begin by age 15 and are addicted by age 18 and 8 4%  o f  A laskan adult 

sm okers started smoking between the ages o f  10 and 2 0 ;  and
W H E R E A S  children and teenagers nationwide constitute 9 0%  o f  a ll new smokers; and
W H E R E A S  as many as one-third o f  a ll children who become smokers w ill eventually die from  

smoking-related diseases; and
W H E R E A S  8 0%  o f  teen smokers want to and have tried to quit, but on ly  1 .2%  succeed; and
W H E R E A S  use o f  smokeless tobacco among young men has increased nearly 3 00%  in the past 

20  years; and
W H E R E A S  smokeless tobacco causes cancers o f  the gums, mouth, phr.rynx, larynx, and 

esophagus; and
W H E R E A S  A laskan Natives suffer disproportionately from  the burden o f  tobacco addiction and 

illness; and
W H E R E A S  higher tobacco prices have proven effective in reducing tobacco consumption, 

particu larly among youth; and
W H E R E A S  A laska has the sixth highest rate o f  smoking in the U .S . and the sixth highest rate 

o f  smoking-re lated deaths in die U .S . but has the 28d i lowest state tobacco tax; and
W H E R E A S  the U .S . General Accounting O ffice  has concluded that a 10%  increase in the price 

o f  tobacco results in a 4%  decrease in consumption among adults and a 10-14%  decrease in consumption 
among youth ; and

W H E R E A S  smokeless tobacco users are disproportionately young and econom ically 
disadvantaged, and therefore especially sensitive to tax increases; and

W H E R E A S  smoking-related death and disease cost the A laska economy $ 127 .6  M IL L IO N  
D O L L A R S  in 1991 ;

T H E R E F O R E  B E  IT  R E S O L V E D  that the A laska Association o f  Secondary School 
P rincipals supports a significant increase in die A laska state excise tax on cigarettes and on other tobacco 
products; and

B E  IT  F U R T H E R  R E S O L V E D  that the A laska Associadon o f  Secondary School Principals 
ca lls  upon the A laska  Legislature to enact a significantly higher state excise tax on a ll form s o f  tobacco, 
and to ensure diat this higher tax rate is regularly increased to keep pace with in flation .

A P P R O V E D : 10/22/96

Affiliated with National Association of Secondary School Principals and Alaska Council of School



OFFICERS

K e v i n  F i s c h e r  
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V ic e  P r e s id e n t

A l a s k a  C e n t e r  f o r  P e d i a t r i c s

S h a r i  B o y d  
S e c r e t a r y

J a c k  W h i t e  R e a l  E s t a t e

D a v i d  M .  R i c h a r d s  
T r e a s u r e r

A n c h o r a g e  S a n d  &  G r a v e l

G e o r g e  S t e w a r t ,  M D  
A L A  R e p .  D e le g a te  

A T S  P r e s id e n t  

I n t e r n a l  M e d i c i n e  A s s o c .

1 0 5 7  W e s t  F i r e w c e d  L a n e ,  S t e  2 0 1  
A n c h o r a g e ,  A K  9 9 5 0 3 - 1 7 3 6  
( 9 0 7 )  2 7 6 - L l i N G  ( 5 8 6 4 )
F a x  ( 9 0 7 )  2 6 3 - 2 0 9 0  
S t a t e w i d e :  l - ( 8 0 0 )  L U N G - U S A

W hen  You Can’ t 
B reathe , 
N othing Else 
Matters*

RECEI VED « A M E R I C A N
T T  L U N G

JAN 2 7 1997 RESOLUTION I  A S S O C I A T I O N ?
of Alaska

BOARD OF DIRECTORS

AMERICAN LUNG ASSOCIATION OF ALASKA

Be it resolved that the Board of Directors of the American Lung 
Association of Alaska supports the passage of a $1.00 (one 
dollar) per pack tax on cigarettes and urges the State Legislature 
of Alaska to enact this tax in the 1997 legislative session to help 
prevent tobacco abuse in Alaska.

Kevin Fischer
President, Board of Directors

/

t

January 21, 1997

Since 1934, the American Lung 
Association of Alaska has been 
fighting lung disease through 
research, education, community 
service, and advocacy.

U n ib e d  W a yot Ancnoiage



-* 1-17-1997 0 : 3 2 A M  F R O M P. 1

J A N ’S D IS TR IB U T IN G , INC .
Box 140856 

Anchorage, A laska 99514 
243-JANS 

Fax 243-5744 
1-800-478-9898

January 16,1997

S ena to r W ilken 
1851 Fox Avenue 
F airbanks, AK 99701 
465-4714

Dear S en a to r Wilken:

Enclosed please find for your information a letter to the editor concerning the proposed 
tobacco tax.

I have sent this letter to all the newspapers in the state and plan on sharing it with other 
retailers, distributors and concerned citizens.

As the letter states, I admire and agree with the need to end the use of tobacco by minors. 
However, I do believe there are better ways to accomplish this goal that would not punish 
adults who choose to smoke and would not put small business owners at risk of losing 
their livelihoods.

I urge 'ou to please consider the consequences and impact of this flawed proposal and 
vote no.

Sincerely,
Jan Marquiss 
Jan’s Distributing, Inc.
P.O. Box 140856 
Anchorage, AK 99514

P.S. I would be interested in a response back informing me of your stand on this issue. 
Thank you.
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Anchorage Daily News 
P.O. Box 149001 
Anchorage, AK 99514-9001

January  16, 1997

Dear Editor,
I am the owner of a distributing company in Anchorage th a t distributes snacks, 

candy, gum, n u ts  and tobacco to retailers. Its a  small company that employs 15 
individuals. I, my employees and small retailers throughout Alaska would like to 
encourage the Governor and the State Legislature to really consider all the 
consequences and the effectiveness of raising the tax on tobacco products.

While we applaud your desire to end youth access to tobacco we question your 
method. Is increasing the tax on cigarettes by 345% — from .29 cents a pack to $1.29 
an effective m eans of stopping youth access to tobacco? No, not if you look at the 
evidence from other states.

Government reported youth smoking incidence (the percentage of kids smoking 
cigarettes) collected from the 1993 and 1995 Youth Risk Behavior Surveys by the U.S. 
Centers for Disease Control clearly indicates that tax increases did not decrease youth 
smoking rates. In fact, the Government studies show that in some states th a t raised 
cigarette taxes, the percentage of kids that are smoking actually increased:

Illinois: Legislators in May 1993 raised the state cigarette tax
more than 45%. Following the tax increase the 
incidence of youth smoking increased more than  22%, 
according to the Centers for Disease Control.

Hawaii: The state increased its cigarette tax to 60 cents a pack,
one of the highest in the nation. What do federal 
government statistics show? Between 1993 and 1995, 
the percentage of kids smoking actually went up 14.9%.

Nebraska: Cigarette taxes were increased more than 25% in Ju ly
1993. In the two years following that tax hike, the 
percentage of youth smoking increased 11.3%.

Why the increases in youth smoking? First, high taxes encourage 
underground black m arkets, smuggling and crime — suppliers of illegally distributed 
cigarettes will not ask for proper identification. Second, most if not all the money 
teenagers have in discretionaiy -- they are not making mortgage payments. Third and 
most important, increasing the tax does not address the root problems of peer 
pressure and parental involvement and responsibility for children.

Parents, Government officials, educators and the business community m ust 
work together to  foster the sense of personal responsibility and self-worth in our 
young people. This is where our focus of resources and energies will be effective and 
meaningful in keeping tobacco from youngsters. Not a misleading m onster tax that 
will be harmful to Alaska’s economy, small businesses, the adult citizenry of Alaska 
and most importantly the youth of Alaska!

Sincerely,

Jan  Marquiss 
Jan 's  Distributing, Inc. 
1807 West 47th 
Anchorage, AK 99517 
907-243-5267



A M E R IC A N  
V  C A N C E R  
f  S O C IE T Y

F a i r b a n k s / i n t e r i o r  U n i t

16 4 0  Bavlor Boulevard •  Fairbanks, Alaska 9 9 7 0 9  •  1 -9 0 7 -4 5 5 -8 0 6 6  •  Fax: I - 9 0 7 -4 5 5 -8 0 6 6  winfax

january 13, 1997

Senator Gary Wilken
Alaska State Senate
Room 510, State Capital Building
Juneau, AK 99801 -1182

Dear Senator Wilken:

Thank you for meeting with Paul Barrett, Diana Kuhns, Erik Meyers, and myself this 
month regarding the proposed tobacco tax initiatives. It was generous of you to give 
your time. Paul Barrett is our local leader in representing the American Cancer 
Society in this area and will be in contact with you when appropriate.

The American Cancer Society Fairbanks/Interior Board of Directors appreciates the 
strong position taken by the you during the campaign and the fine leadership 
provided in the im portant public policy debate. It does appear very possible that this 
will be the year for Alaskans to make a great stride in reducing underage use of 
tobacco products by passing legislation to increase the cost.

If at anytime we can be of service to you please let me know. Thanks very much for 
being involved and making this part of our mission move forward.

Sincerely,

R E C E I V E D
j 4 N  I  5

Richard W aller 
Volunteer Board President



Television and Alcohol & Tobacco
W h i l e  p r o d u c t s  th a t  r e d u c e  p r e g n a n c y  a n d  S T D 's  a r e  f o r b i d d e n  in 
m o s t  m e d i a  f o r u m s ,  p r o d u c t s  k n o w n  t o  c a u s e  d is e a s e  a n d  d e a t h  t o  
t h o u s a n d s  o f  p e o p l e  a n n u a l l y — c ig a re t t e s  a n d  a l c o h o l—  a re  a b u n d a n t  
in th e  m e d i a .  T h e  a l c o h o l  a n d  t o b a c c o  in d u s t r ie s  s p e n d  b i l l i o n s  o f  
d o l l a r s  a n n u a l l y  o n  th e  b as is  th a t  a d v e r t i s in g  w o rk s .  S t r a s b u rg e r 3 r e ­
v i e w e d  t h e  e x t e n s i v e  r e s e a r c h ,  a n d  a m o n g  th e  f ind ing s :

• Children and teenagers are exposed to 1,000 -2,000 beer and 
wine commercials annually. Less th an  2 %  o f  a l c o h o l  c o n t e n t  
a d s  c o n t a in  m e s s a g e s  a b o u t  p e r s o n a l  re s p on s ib i l i t y .  A  1 9 8 9  
s t u d y  id e n t i f i e d  2 5 - 5 0  a l c o h o l  c o m m e r c i a l s  f o r  e v e r y  P a r t n e r ­
s h ip  f o r  a  D r u g  F r e e  A m e r i c a  a d .  A n o t h e r  s tu d y  f o u n d  c h i ld r e n  
w e r e  a b l e  to  id e n t i f y  m o r e  b r a n d s  o f  b e e r  th a n  A m e r i c a n  p r e s i ­
d e n t s .

• Tobacco products are the most heavily advertised consumer 
product in the United States, despite the ban of tobacco 
advertising on TV in 1 9 7 1 .  T o b a c c o  c o m p a n i e s  s p e n d  $ 4  
b i l l i o n  a y e a r  o n  a d v e r t is in g . P r e - s c h o o l  c h i ld r e n  in o n e  s tu d y  
f o u n d  t h e  J o e  C a m e l  c h a r a c t e r  w a s  as w e l l - k n o w n  as M i c k e y  
M o u s e .

M o v i e s  a n d  t e le v i s io n  p r o g r a m m in g  c o n t a in  n u m e r o u s  a l c o h o l  a n d  
c ig a r e t t e  m e s sa g e s .  V i c t o r  S t r a s b u rg e r  in his r e s e a rc h  r e v i e w  o f  th e  
a f f e c t s  o f  m e d i a  o n  a d o l e s c e n t  b e h a v i o r  f o u n d :

• 100% of the made-for-TV movies in 1986 contained drinking 
behavior or references to it. S in c e  1 9 8 4  r e fe r e n c e s  t o  a l c o h o l  
h a v e  d e c r e a s e d  f r o m  1 0  p e r  h o u r  t o  6  p e r  h o u r  in 1 9 9 1 .

• Movies show cigarette smoking frequency three times that of 
the actual average use. T V  p r o g r a m m in g  has s h o w n  a  s te a d y  
d e c r e a s e  o f  s m o k i n g  b y  its c h a r a c t e r s  s in c e  1 9 5 2 .  W h i l e  o n l y  
2 %  o f  T V  se r ie s  sta rs  s m o k e ,  v e r \  f e w  a r e  show-n in s i tu a t io n s  
e x p r e s s in g  a n t i s m o k in g  s e n t im en ts .

M a n y  s tu d ie s  s h o w  c o r r e l a t i o n s  b e tw e e n  v iew in g  th e s e  p r o d u c t s  a n d  
u s in g  t h e m .  S tu d ie s  r e v i e w e d  b y  S t r a s b u rg e r 3 s h o w :

• Cigarette advertising appears to increase a teenager's risk of 
smoking by  a f f e c t in g  th e i r  im ag e  o f  sm o k e r s  a n d  s m o k in g  is th e  
c o n c lu s i o n  f r o m  s tu d ie s  b y  th e  C e n te r s  f o r  D i s e a s e  C o n t r o l  a n d  
P r e v e n t i o n .

• The cigarettes most popular among teenagers smokers are 
the brands most heavily advertised.
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S E A R H C ,  t o b a c c o  u s e r s  g r o u p  b a t t l e  a d d i c t i o n
ry H.B. Colgrove * . . . . . . .teach rcloxational sk ills  to help 

them cope with their addiction. 
This w ill get them going in (he

com m ented

by H.B. Colgrove
As a result o f  a new group co- 

facilitatcd by this schoo l and 
SEARHC , students are receiving 
help in trying to kick the smoking 
habit. * jj '

‘T h is  new program is based M uelle r a lso said, “ This is a 
on a national program called To- ‘ pilotprogram  ih Sitka, but has been 
bacco Free Teens, whichisputout tried inJuncau, although there have
by the American Lung Associa- teen no fo llow -up studies todocu-

mAnt f ir  aPfnAitifAnaefl

r ig h t d ire c t io n ,' 
M ueller. •

tion,”  said John Delong, one o f  
Mt. Edgecumbe’ s counselors.

“ G iving the students the took  
to quit is the key to a successful 
program . Equipped'Svith the 
knowledge o f  how to quit the rest 
lies in the hands o f  the smoker. 
One o f  the top reasons people 
smoke is due to stress,”  stated 
R ick M uelle r, a health service' 
worker at SEA RH C  hospital in 
Sitka, which is associated with the 
program.

“ So at this new class we will

mcnt its effectiveness.1
“ Most o f  the past smoking 

classes o r groups have proved to 
.be unsuccessful in their attempts 
to help teens stop smoking, mosdy 
because o f  the students being 
forced to attend," stated Delong.

Th is group is ju s t getting 
started and its first meeting was 
November 12. The coordinators 
plan to meet once a week fo r the 
next six weeks. Each meeting lasts 
an hour and a half.- The students 
' who arc currently signed up w ill be

excused from  their classes to at­
tend tho meeting in the home eco­
nomics room.

“ M ueller is donating his time 
to facilitate this new class, there­
fore it does not cost uS anything," 
remarked Delong.

"Currently there arc eight stu­
dents who arc signed up to attend 
the class but it would be able to 
accommodate a maximum o f  f i f ­
teen,”  said Delong.

The real need fo r this new 
group arose to begin with, with 
M oun{ Edgecumbe’ s continued 
focus dnhealthy lifestyles over the 
previous three years,not forgetting 
o f  course our high percentage o f  
students who smoke, slightly un­
der twenty-five percent to be ex­
act.

SEA RHC  got involved with 
M ount Edgecumbe during the

■V:

1 9 9 5 -1 9 9 6  schoo l yea r when 
M EH S 's W ellness Coordinator, 
B ob  Chastain, planned a wellness 

.evaluation that was conducted in 
the beginning o f  this year by the 
entire student body. SEARHC  
agreed to conduct the smoking 
portion o f  the evaluation. M ueller 
o ffered his time to do the class 
after learning the number o f stu­
dents who smoked through sur­
veys, which comes out to be about 
scventy-fourperccntof the student 
body. '

This group is optional, no one 
is being forced to attend. The 
people who attend are those that 
;wish to quit smoking “ correlating 
to  its high projected success rate," 
said Delong.

Students’ attitude towards 
attending the group arc high, and 
the first meeting has proven to be a

first step in the right direction.
Currently the punishment fo r 

getting caught smoking at Mt. 
Edgecumbe is seven to ten days o f 
level one, level one being consid­
ered on probationary status. Then 
the student is reported to the au­
thorities. Tw o years ago it was not 
illega l to possess tobacco but, due 
to achangc in the state law, minors 
ore fina lly being given citations 
fo r the possession o f  tobacco prod­
ucts, which means they arc sent to 
court and face the possibility o f 
receiving a fine.

When asked why they would 
give up their free time to attend the 
class, a common answer was siriT-

E l e c t i o n

Continued from  Page 1 .

Both students and teachers were able to ask questions o f  candi­
dates. When the debate ended the students broke back into their state 
groups to vote fo r president.

P ic tu re d  a t
rig  fit: Students _____
a c t e d  a s  ..
senators in t h e ------------ ----
lively debate on 
H ouse B ill V,
The amendment 
p ro p o se d  to
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Dear All (Eric,
Here’s what ha 
Compass Piece' 
call when you c

Since the beginning of my job at Alaska Native Health Board’s Trampling 
Tobacco Project, I’ve been weaned on the mythical and sinister stories of 
our enemy, the Tobacco Industry. I heard about the ways they are pushing 
tobacco in third world countries and their slick image used to swoon 
lawmakers with all kinds of pomp. Up until recently, they were only 
stories. Last night 1 had die chance to see this force incarnate, and I only 
saw the tip of the iceberg.

I had been tipped off by one of m y prevention comrades that there was a 
Smokers’ Rights meeting at the Hilton last night. My boyfriend and I 
decided to go and get educated. We got cigarettes and smoked a couple, and 
I got that same nicotine rush hit that I used to get all the time when I was a 
smoker. I can’t say it wasn’t pleasurable.

The meeting was at the Hilton. I noticed a couple of teenagers smoking 
right outside of the front entrance. A big, burly fellow stood scanning the 
people who entered. We asked the front desk where the smokers’ rights 
meeting was and they said, “Oh, you must mean the room reserved by R.J. 
Reynolds.’' We looked for the sign for the room where the meeting was to 
be held, but if the lights had been out, we would have had no trouble 
finding it by following the smell o; smoke.

A few people and a strapping college looking feilow were in the hall to 
greet us and have us sign in with name, address, and phone. Tim used his 
real name and J played his submissive wife, Annie.

Because we were Jate we were left to sit in what amounted to the front pew 
of smokers. Tile room was ?. haze. These thirty some smokers seemed to 
be smoking furiously and passionately for their rights. Tilings settled 
down a little and the same burly fellow at the hotel entrance came in and 
took a back pew. The door was shut At this point I was nervous enough 
chat smoking another cigarette was admittedly more than a handy disquise-

A glossy folder with Smoker's Rights insignia (red, white and blue) rested 
neatly at each of our spots a: the tables. Inside their were all sorts of 
informative brochures including an Action Guide, a Guide to a Fair 
Workplace Smoking Policy, some bumpers tickers, and a free notepad and 
pen, ali with a national 1-800 number to’balk There were also free ashtrays
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and lots of delicious, catered cookies with a full coffee service. Not shabby. 
I thought, for such an impromptu affair. I was trying to think of how 1 
cculd make out of one of those ashtrays into a planter when the meeting 
started up.

Strapping College Fellow introduced himself as Steve Gibbs. Said he was 
from Seattle and relatively new here. He had the fresh look of a twenty- 
something year old and wore Doc Martins. Trendy shaved head, but no 
overboard pierced areas or anything like that. Jeans and a casual shirt. I 
noted no Copenhagan ring on his back pocket or cigs in his pocket and no 
smoker’s voice. He lead the discussion from up in front of his smoking 
pupils. Later, he let us know that he himself wasn't a smoker, just an 
occasional cigar. I was reminded of the Winston executive who said that he 
himself didn't smoke. He said he “reserved that right for the young, the 
poor, the black, and the stupid.” Steve also mentioned that his last tour was 
in Oregon to try an defeat their tobacco tax initiative.

At this point it occurred to me we had the wrong brand cigarettes— 
Marlboro Lights (the competition) to be at an R.J. Reynolds meeting but 
nobody said anything.

The direction of Strapping Steve’s advocacy speech began vaguely about 
how smokers have slowly been margmalized.by the "health zealouts,” but 
he quickly honed into the topic at hand The Tobacco Tax and how to fight 
it. I thought, here it is. I never quite believed the mythical Drug Thugs 
would pack up their circus aud come to Alaska. In the winter!?

The comments from the fifty something age group crowd were sundried. 
navigating between phlegmy hacks, in and out of various convictions. One 
was sure that by having to stand outside to smoke (rather than inside) the 
subzero temperatures were surely putting her health in peril. Another 
smoker was convinced that by taking anti-oxidants(?) she could prevent 
herself from contracting cancer, and yet another contended that smoking 
can be good for you. I thought, these guys must be R.J. Reynolds Gold 
Card Ciub. As I listened to them. I realized these nicotine addicts with their 
sexless, deep smokers’ voices and wrinkled faces had been successfully 
duped by their own dealer’s propaganda.

My sister, who is in medical school, recently told me “pack years” is the 
medical term used to describe a cancer patient’s smoking history. 1 pack a 
day for a year = 1 pack year. 1 wondered how many pack years were 
represented collectively in that room. A conservative guess would be 
somewhere in the range of 400. If one pack year equals more than $1000

I
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shelled out by one of these smokers, th3t means they had spent over
5400,000 for cigarettes, most of which went to Big Tobacco’s coffers. Isn’t 
it convenient that the tobacco industry frame the issue as die anti-smokers 
jgainst the smokers, when it is they who are the cartel behind the scenes? I 
was reminded of something I read recently: having the tobacco industry 
organize to defend smokers’ rights is like having the mafia defend heroin 
users.

Well this depressing scene led to the brass tacks of how to fight the tobacco 
tax. according to Steve. Retailers should be up in arms, he says, because 
30% of their profits will go down the drain if this tax is implemented. Oh, 
and the state won’t make a dime off the proposed revenue from the tax. 
Why? Because smokers will flock to the nearest military base and buy their 
drug in huge quantities. Black market vendors will be the rule of the road 
and teenage consumption will skyrocket. Nobody asked what R.J. 's 
economic interest,might be in all of this. No one seemed to remember that 
military bases buy cigarettes from the tobacco industry, too.

The evening's performance seemed to be well orchestrated. But all was not
smooth sailing for Mr. Gibbs, R.J. must have forgotten to brief him on the 
quirks we Alaskans have.There was a little confusion when some stingers 
asked about the Ketchikan based Northern Sales Distributors, who 
apparently sponsored an anti-tobacco tax petition that is being circulated 
around the state. I coulu tel! they were excited by the illusion that their 
anti-tax comrades in Ketchikan were already so organized. Mr. Gibbs let 
his ego get the better of him and blurted out, “that was me who made that.
I sent it from Seattle!” ,

* * t t *
His other mess-up with the proud Alaskan smokers was his misjudgment of 
just how big our state is. He suggested that people “just go down there" (to 
Juneau?) and have a face-jo-face meeting with their legislator. One smoker 
facetiously stated they could all just drive down there and do that. Later on 
I learned that R.J. called a man in Soldoma to this same meeting. He 
thought it might be a little out of his.way to drive the 3 1/2 hour stretch on 
icy roads. Does the tourist office have some free maps we could give this 
guv? ” ‘ •’ ’w 0

•

At the end of the meeting we were strongly urged to write a P.O.M. 
against the tobacco tax before leaving and told that if we wanted to testify 
at the hearing tomorrow, Strapping Steve would let us know how to phrase 
if. ••None of the literature we received had any local phone number to 
contact, as was the case with the supposed ‘'Ketchikan” originated petition.
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The stealth and efficiency of the Tobacco Industry’s efforts to thwart the 
tax hike in Alaska are very impressive I wish our tobacco prevention 
efforts had nearly the resources. The scene in Alaska is small potatoes for 
the tobacco industry. Profits from tobacco sales in our state amount to a 
miniscule amount of their total profits. In a matter of weeks they have 
made their presence be felt everywhere in Alaska; from Craig to Homer 
via petitions, phone calls, and letters. They are footing the bill to fly 
retailers to Juneau to testify against the tax en masse. If this is small 
potatoes, it is mind boggling to imagine their overall wealth and power as a 
worldwide industry. How many Steves and burly bouncers (and cookies) do 
you think they’d buy for waging battle somewhere where they have even 
more to lose?

I will leave you with a last snapshot of R J.’s frontman Steve bending down 
to light a cigarette for an older woman who had chain smoked her way 
through the session. Her pre-maturely shriveled face and slouched-over 
frailty could only have been helped along by her lifetime of smoking. So 
this is what it comes down to. I thought: the druglord courteously helping 
his client—an old. addicted lady—to get her next nicotine hit. Steve must 
have been the one to pick the shortest straw when R.J. assigned him to go 
to Alaska in the depth of dark, cold winter. I wonder what his 
compensation will be for such an unappetizing job?

Don't let them fool you. Their sudden, valient concern for smoker’s rights 
and retailers' well being in Alaska is based on their knowledge that 
Alaska’s new tax will drastically reduce this state’s pack years, along with 
their profits. Alaskans are generally pretty good at sizing up the long and 
the short of situations, and it doesn’t take a genius to recognize an 
extremely powerful and manipulative outside force looking for a piece of 
Alaska. This time, though, the piece they want is Alaskan’s lives for 
money. It will be up to you to stop them. Please call the local L.I.O. (258- 
S111) with your message of support to all 60 of our legislators in Juneau.
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W H E R E A S ,  t o b a c c o  u s©  is w id e ly  r e c o g n i z e d  a s  t h e  leading c a u s e  o f  p r e v e n t a b l e  d e a t h  In 
A l a s k a  a n d  r e s p o n s i b l e  f o r  a p p r o x im a t e l y  1 in 5  d e a t h s  in th e  U n i t e d  S t a t e s ;  a n d

W H E R E A S ,  In t h e  U . S .  a l o n e ,  it is  e s t im a t e d  that m o r e  th a n  4 0 0 , 0 0 0  d e a t h s  e a c h  y e a r  a r e  
a t t r ib u t a b le  to  t o b a c c o  u s e  a n d  in A l a s k a  it is  e s t im a t e d  tha t s m o k i n g  is r e s p o n s i b l e  f o r  
a p p r o x im a t e l y  4 7 0  d e a t h s  p e r  y e a r ;  a n d

W H E R E A S ,  t h e  1 9 9 5  Y o u t h  R i s k  B e h a v i o r  S u r v e y  ( Y R B S )  d e t e rm in e d  tha t  A l a s k a  h ig h  
s c h o o l  s t u d e n t s  h a v e  s m o k i n g  r a t e s  h i g h e r  th an  th e  n a t i o n a l  a v e r a g e ;  a n d

W H E R E A S ,  n e a r l y  a l l  n e w  s m o k e r s  s ta r t  b e f o r e  th e  a g e  o f  1 9 ,  with a n  a v e r a g e  a g e  o f  1 4 . 5  
years old; and
W H E R E A S ,  d e s p i t e  e n o r m o u s  e f f o r t ,  e x p e r i e n c e  h a s  s h o w n  th a t  e d u c a t i o n  a n d  e n f o r c e m e n t  
e f f o r t s  a l o n e  h a v e  n o t  s u c c e e d e d  in p re v e n t in g  a n  i n c r e a s e  in t h e  n u m b e r  o f  n e w  t e e n  
s m o k e r s ;  a n d

W H E R E A S ,  t h e  J a n / F e b / M a r  1 9 9 5  e d i t io n  o f  Alaska Medicine, t h e  o f f ic ia l  j o u r n a l  o f  th e  
A la s k a  S t a t e  M e d i c a l  A s s o c i a t i o n ,  w a s  d e v o t e d  to ‘T o b a c c o :  A l a s k a ’s  M o s t  P r e v e n t a b l e  
H e a l t h  P r o b l e m " ;  a n d

W H E R E A S ,  a s  r e p o r t e d  in th a t  j o u r n a l ,  a  p r o v e n  w a y  to  d e c r e a s e  a d o l e s c e n t  u s e  o f  t o b a c c o  
p io d u c t s  is  r a i s i n g  t h e  c o s t  o f  t o b a c c o  t h r o u g h  i n c r e a s e d  e x c i s e  t a x e s ;  a n d

W H E R E A S ,  t h e  A m e r i c a n  M e d i c a l  A s s o c ia t i o n  (A M A ) h a s  r e c o g n i z e d  a n d  s u p p o r t e d  
i n c r e a s e d  t a x e s  a s  a n  e f f e c t i v e  m e a n s  o f  p r e v e n t in g  n e w  t e e n a g e r s  f r o m  b e c o m in g  a d d i c t e d  
to t o b a c c o ;  a n d

W H E R E A S ,  e x p e r i e n c e  in C a n a d a  a n d  v a r io u s  s t a t e s  in th e  U . S .  h a s  d e m o n s t r a t e d  the  
e f f e c t i v e n e s s  o f  i n c r e a s e d  t a x e s  a s  a  d e t e r r e n t  to  t e e n  sm o k in g ;  a n d

W H E R E A S ,  o p i n i o n  s u r v e y s  in A l a s k a  h a v e  r e p e a t e d l y  s h o w n  th a t  th e  g e n e r a l  p u b l i c  
s t r o n g ly  s u p p o r t s  i n c r e a s e d  t o b a c c o  t a x e s ,  in c lud ing  a  s u b s t a n t i a l  p o r t i o n  o f  s m o k e r s ;  a n d

W H E R E A S ,  f o r m e r  S u r g e o n  G e n e r a l  C ,  E v e re t t  K o o p  h a s  s p e c i f i c a l l y  r e c o g n i z e d  a n d  
e n d o r s e d  t h e  e f f o r t  o f  A l a s k a n s  t o  e n a c t  a  $1  p e r  p a c k  t a x  i n c r e a s e  s ta t in g  th a t  "A la s k a  is in a 
p o s i t io n  to l e a d  t h e  n a t i o n  o n  th is  c r i t ic a l h e a l t h  i s s u e  [ a n d  c o u ld ]  s e t  a n  e x a m p le  tha t c o u ld  
u l t im a te ly  s a v e  m i l l i o n s  o f  l i v e s  n a t i o n w id e . "

T H E R E F O R E  B E  IT  R E S O L V E D ,  th a t  th e  A la s k a  S t a t e  M e d ic a l  A s s o c i a t i o n  r e a f f i rm  its 
s u p p o r t  f o r  a  $ 1  p e r  p a c k  s t a t e  t o b a c c o  ta x  i n c r e a s e  a s  a n  e s s e n t i a l  m e a n s  to  d e t e r  n e w  
y o u n g  s m o k e r s  f r o m  b e c o m in g  a d d ic t e d  to  t o b a c c o  p r o d u c t s ;  a n d

B E  IT F U R T H E R  R E S O L V E D ,  that t h e  A la s k a  S t a t e  M e d ic a l  A s s o c i a t i o n  e n c o u r a g e  its 
m e m b e r s  a n d  a l l  h e a l t h  c a r e  p r o f e s s i o n a l s  to actively support th is  effort.
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A  $1.00 I N C R E A S E  IN A L A S K A ’S T O B A C C O  T A X  W I L L  
R A I S E  O V E R  $100 M I L L I O N  IN T H E  1st T H R E E  Y E A R S

Every state to enact a major cigarette tax increase has seen a gain in 
revenue. In Alaska, data show a $1.00/pack tax increase will raise 
more than $100 million in new revenue in the first three years. 
Virtually all mainstream economists agree that tobacco tax increases 
both raise new revenue and reduce smoking.

Higher Cigarette Taxes Reduce Smoking and Yield Predictable. Increased Revenues

•  In 1992, a panel of 12 independent economists from top American institutions were convened 
by the National Cancer Institute to review the existing research on the relationship between 
cigarette taxes and smoking, and to produce a consensus document on the subject. According 
to the panel, "the price elasticity of demand for cigarettes is usually found to be between -0.3 
and -0.5. In other words, for every 10 percent increase in the price of cigarettes, we can 
expect a decline in smoking between 3 and 5 percent’.

•  The Alaska Department of Revenue’s use of a -0.4 price elasticity of demand falls squarely 
within the generally accepted range. The report produced by Peat Marwick for the Alaska 
Cabaret, Hotel, Restaurant and Retail Association, and backed by the tobacco industry, uses a 
-0.62 price elasticity of demand which falls well outside this range.

•  Estimates by the State Long Range Financial Planning Commission, Alaska Department of 
Revenue, and NCI’s panel of expert economists all project that a $1.00/pack cigarette tax 
increase will yield well over $100 million in new revenues in its first three years. Even 
the Peat Marwick report, which grossly underestimates the benefits of a tax increase, pegs the 
gains to the state at $85 million.

Estimated Additional Revenue Over Three \  ears from a 
$1.00 Increase in the Cigarette Tax 

(millions)

Year Alaska Long 
Range Conun.

Alaska Dept, 
of Revenue

NCI
Economists

Tobacco
Industry

Year 1 $58.0 $57.0 $55.0 $48.0

Year 2 57.0 57.0 53.0 43.0

Year 3 56.0 57.0 52.0 39.0

Total $171.0 $171.0 $160.0 $130.0

vs. Status Quo 48.0 48.0 48.0 48.0

New Revenue $123.0 $123.0 $112.0 $85.0



A laska’s O W N Record Shows Raising its Tobacco Tax Produced M ajo r Revenue Gains

•  In 1989 Alaska increased its state cigarette excise fax from 16 cents to 29 cents per pack. 
State revenue from cigarette sales doubled from $8.1 million (fy *89) to $16.4 million (fy 
’91), and have declined only marginally since then. In (fy) 1995 cigarette tax revenue totaled 
$15.5 million.

•  In the 5 fiscal years since the (fy) 1990 tax increase, Alaska’s state treasury has collected $40
million in additional revenue over what would have been earned without the increase. The 
table below compares actual state cigarette tax revenue for the period (fy) 1991 to (fy) 1995, 
to projected revenue based on a 16-cent tax2 and a generally accepted baseline estimate of a 1 
percent annual decline in smoking.

Revenue Gains from Alaska’s 1990 Cigarette Tax Increase
(millions)

Fiscal Year Revenue if 
Tax Remained 

16 cents

Actual Revenue 
(Tax Raised to 

29 cents)

Net Gain to 
Alaska Treasury

1991 $7,968 $16,377 $8,409

1992 7.889 15.812 7.923

1993 7.810 15.321 7.511

1994 7.732 15.548 7.816

1995 7.654 15.462 7.808

Total $39,053 $78,520 $39,467

Ilow Can a Higher Tax Reliahlv Generate Greater Revenue0 While Reducing Smoking?

•  As tobacco taxes increase, some people quit smoking. However, tobacco is addictive enough 
that most can’t quit. Thus tax revenues increase faster than sales decline. This "demand- 
inelastic" relationship has been observed in countless states (most recently California and 
Massachusetts) which have seen higher taxes reduce smoking and raise major new revenue.

•  The 1995 Peat Marwick report claims the projected impact of tobacco tax revenue raised by
the proposed tax increase will decline over time due to inflation. This is false. The Alaska
Long Range Financial Planning Commission has proposed an increase every three years to 
protect the value of the new tax revenue against inflation.

Sources

1. National Cancer Institute. "The Impact o f  Cigarette Excise Taxes on Smoking Among Child ren and
Adults: Summary Report o f  a National Cancer Institute Expert Panel," 1993.

2 . Calculations based on data from  The Tax Burden on Tobacco. The Tobacco Institute, Washington, D C ,
1994, v o l. 29 .

Prepared by the Amcricun Cancer Society’s Tobacco Tax Policy P ro ject 
316 Pennsylvania Avenue SE , Suite 200, Washington, DC 20003 ; (202) 546-4011 , ext. 112



GAINS FROM ALASKA’S $1 CIGARETTE TAX INCREASE 
NOT COMPROMISED BY UNAUTHORIZED SALES

m m

W hen a state m oves to increase tobacco taxes, the tobacco industry 
im m ediately raises the specter o f organized illegal cigarette 
trafficking. W hy is the tobacco industry nervous? Because the 
record  shows sta te  tax increases reduce sm oking A N D  raise new  
revenue.

Numerous geographic, economic and political factors dictate that Alaska’s cigarette tax 
increase will not substantially increase illegal sales. There are four forms of illegal 
cigarette trafficking: interstate smuggling, international smuggling, bootlegging from (tax- 
exempt) Indian reservations, and illegal sales from (tax-exempt) military bases. None of 
these possibilities threatens the projected revenue and health gains from Alaska’s proposed 
tax increase.

1. Interstate smuggling from Washington is too costly. Washington has the highest 
state cigarette tax in the U.S. (81.5 cents/pack) and a state sales tax that adds 15 cents 
to the price of each pack. A $1.00 Alaska tax increase will allow virtually no profit 
margin for smugglers. In addition, the cost of shipping from Seattle to Alaska and 
the substantial time and capital required offer no realistic possibility of interstate 
smuggling.

2. International smuggling from Canada also makes no economic sense. According 
to a Peat Marwick report prepared for the Alaska Cabaret, Hotel, Restaurant and 
Retail Association (and backed by the tobacco industry), "Although Alaska has a long 
border with Canada, two of its major cities (Anchorage and Fairbanks) are not in 
close proximity to it. Moreover, cigarette taxes in the two bordering jurisdictions 
(Yukon Territory and British Columbia) would remain higher than in Alaska, even 
with the proposed tax change." For example, the tax in the province of British 
Columbia is $2.59 (US). Consequently, there would be no incentive for international 
smuggling.

3. Boot-legging from Indian reservations poses virtually no threat. According to the 
industry’s own consultant, "There is only one Indian reservation in Alaska (tribal land 
on Annette Island) where state and federal taxes are not levied. However, this 
jurisdiction is relatively small and isolated and would not be a major source of 
cigarettes." (Emphasis added.)

4. Limited trafficking from military bases can he controlled bv the Department of 
Defense. Tobacco sales on military bases can be controlled by the DoD in Alaska. 
Entry to commissaries is restricted to authorized patrons. Furthermore, DoD policy 
limits the purchase of tax free cigarettes to no more than four cartons. If problems 
ensue, this can be furthei .estricted. After Hawaii’s state cigarette tax increase, DoD 
imposed a one carton limit on tax-exempt sales to avoid unauthorized re-sales.



The tobacco industry, its allies and front groups claim that our servicemen and women are 
lawbreakers. The report they back alleges: "Although sales to nonfamily civilians are illegal, 
military personnel might sell bootleg cigarettes to civilians off-base. Indeed, bootlegging 
appears to be widespread in Alaska and elsewhere." To suggest that US military personnel 
and their families will violate the law and reap profits at the expense of Alaska’s state 
government slanders the honest, committed and hardworking members of our Armed Forces 
and is truly repugnant to everything they work for.

The tobacco industry used the same arguments to oppose Alaska’s last tax increase.

Alaska’s FY 1990 cigarette tax increase, which raised the tax from 16 to 29 cents/pack, did 
not result in a sharp decline in revenue. To the contrary, while cigarette smoking declined 
modestly, revenues doubled and have since held steady. The industry’s claims of major 
illegal cigarette trafficking killing revenue gains were proven unfounded.

YEAR
(FY)

TAX PACKS
SOLD REVENUE

1987 16 cents 59,394,000 $9,503,000

1988 16 55,406,000 8,865,000

1989 16 50,813,000 8,130,000

1990 16-29 — 13,450,000

1991 29 56,472,000 16,377,000

1992 29 54,524,000 15,812,000

1993 29 52,831,000 15,321,000

1994 29 53,614,000 15,548,000

1995 29 53,317,000 15,462,000

The tobacco industry also used these arguments to fight tax increases in other states.

When California raised its cigarette tax from 10 cents to 35 cents, revenue jumped over 
200% from $252 million (fy ’88) to $778 million (fy ’90) despite industry’s gloomy 
predictions. Over the same two-year period, cigarette consumption per person dropped 13.6 
percent.

Since 1992, when the Massachusetts cigarette tax was raised from 26 to 51 cents, state 
cigarette tax revenue increased by 67 percent, from $142 million (fy ’92) to $238 million 
(fy ’94). During the same period, smoking fell by 18 percent.

Prepared by the American Cancer Society’ s Tobacco Tax Policy P ro jec t 
316 Pennsylvania Avenue SE , Suite 200, Washington, DC  20003 ; (202) 546-4011 , ext. 112



Anne Marie Holen,2/1/97 11:52 AM,Re: Tobacco Wars in Alaska 1

M im e-Version : 1 .0
Date : S a t , 1 Feb 1997 1 2 :5 2 :1 2  -0 90 0
To: s h ic k e y @ p t ia la s k a .n e t
From: amholen@Alaska.NET (Anne M arie  H o len )
S u b je c t : Re: Tobacco Wars in  A la ska

>Date : Mon, 27 Jan  1997 1 8 :4 9 :3 4  -0 5 0 0  (EST)
>From: Ken W arner <kwarner@umich. edu>
>To: Anne M arie  H o len  <an ih o len@ a laska .n e t>
>cc: Ron D av is  <RDAVIS1@SMTPGW.IS.HFH.EDU>
> Sub je c t: Re: Tobacco Wars in  A la sk a  
>X -Sender: kwarner@ sph .um ich .edu 
>M IME-Version: 1 .0  
>
>
>Ron fa x ed  me y o u r  m a te r ia ls  and s a id  you m ight be c o n ta c t in g  me. P le a s e  
> fe e l f r e e  t o  qu o te  th e  fo l lo w in g  w herever you l i k e .  (F o r the  re c o rd , my 
> f u l l  name i s  Kenneth E. W arner. I  am the  R ich a rd  D. Remington C o l le g ia t e  
> P ro fe s s o r  o f  P u b lic  H e a lth  h e re . I 'm  an econom ist and have done re s e a rc h  
>on th e  econom ic and p o l i c y  a sp e c ts  o f  tobacco f o r  two decades . That body 
> o f w ork , r e f le c t e d  in  abou t 100 p r o fe s s i o n a l p u b lic a t io n s , in c lu d e s  
> se v e ra l c o n t r ib u t io n s  on th e  e f f e c t s  o f  t a x a t io n  on c ig a r e t t e  consum ption . 
>For c r e d e n t ia l p u rp o se s , D r. Koop s e le c t e d  me to  s e rv e  a s  S e n io r 
> S c ie n t i f  E d i t o r  o f  th e  2 5 th  a n n iv e rs a ry  Surgeon G e n e ra l's  r e p o r t  on 
>smoking ai i  h e a lt h  ( r e le a s e d  J a n . 1 9 8 9 ) . More r e c e n t ly ,  I  was asked  t o  
>au tho r th e  c h a p te r on th e  econom ics o f  smoking f o r  th e  f i r s t  e d i t io n  o f  
>the Handbook o f  H e a lth  Econom ics. I  have been awarded th e  Surgeon 
> G en e ra l's  M ed a llio n  and e le c te d  to  th e  I n s t i t u t e  o f  M edicine o f  the  
>N a tion a l Academy o f  S c ie n c e s . [Enough c re d e n t ia l in g ; use as you see 
> f i t . ] )
>
>The ev iden ce  l i n k in g  h ig h e r c ig a r e t t e  p r ic e s  to  reduced consumption i s  
s u b s t a n t i a l  in  vo lum e, s t ro n g  in  q u a li t y ,  and o f  lo n g -s ta n d in g , d a tin g  
>back a t  l e a s t  th re e  decades . There i s  NO debate  among p r o fe s s i o n a l 
>econom ists who have s tu d ie d  th e  m a tte r abou t w hether ta x -in d u ced  in c re a s e s  
> in  c ig a r e t t e  p r ic e s  redu ce  th e  demand f o r  c ig a r e t t e s ;  ALL ag ree  th a t  the  
s t a n d a r d  law  o f  demand i s  o p e ra t iv e  w ith  c ig a r e t t e s ,  as i t  i s  w ith  a l l  
> o th e r com m od ities . "A l l"  h e re  in c lu d e s  b o th  econom ists o r ie n te d  toward 
> pub lic  h e a lt h  and econom ists  who work f o r  th e  tobacco in d u s t ry . (The 
> in d u s t ry 's  own documents a c t u a l ly  have in d ic a te d  a  g re a te r  re spon se  t o  
> p ric e  than  i s  found in  much o f  th e  p r o fe s s i o n a l l i t e r a t u r e . )
>
> In  the  e a r ly  1 98 0 s , two h ig h ly - re g a rd e d , w id e ly - c i t e d  a n a ly s e s  by Eugene 
>Lew it and h is  c o lle a g u e s  a t  th e  N a t io n a l Bureau o f  Economic Resea rch  
>concluded th a t  c l i i ld r e n  a re  more p r ic e - r e s p o n s iv e  than  a d u lt s  w ith  re g a rd  
> to  c ig a r e t t e  consum ption , and th a t  younger a d u lt s  a re  more p r ic e  
> re sp on s ive  than  o ld e r  a d u lt s .  These f in d in g s  a re  lo g i c a l :  c h i ld re n  would
>tend to  have  le s s  d i s c r e t io n a r y  income to  spend on c ig a r e t t e s  and th ey  
>would tend t o  be le s s  a d d ic te d ; hence t h e i r  g re a te r  p r ic e  re sp o n s iv e n e s s . 
>Lewit e t  a l .  conc luded  th a t  f o r  a l l  a d u lt s ,  th e  o v e r a l l  p r ic e  e l a s t i c i t y  
> o f demand was - 0 . 4 ,  meaning th a t  a 10% in c re a s e  in  p r ic e  would reduce 
> qu an t ity  demanded by 4%. In  one s tu d y , Lew it e t  a l .  found th a t  c h i ld r e n 's  
> p ric e  e l a s t i c i t y  o f  demand was - 1 . 4 ,  meaning th a t  a  10% p r ic e  in c re a s e  
>would d ec re a se  q u a n t i t y  demanded by 14%, w ith  most o f  the  e f f e c t  an impact 
>on th e  d e c is io n  o f  w hether o r  n o t  t o  smoke a t  a l l ,  r a t h e r  than a change in  
>the q u a n t i ty  o f  c ig a r e t t e s  p e r smoker p e r d ay . In  th e  o th e r  s tu d y , which 
>enployed a s m a lle r  le s s  s a t i s f a c t o r y  d a ta  s e t ,  the  au th o rs  found an 
> e la s t i c i t y  o f  - 0 .8 9  f o r  k id s ,  s t i l l  s u b s t a n t ia l ly  la r g e r  than  th e  f ig u r e  
> fo r  a d u lt s .  ( I  b e l ie v e  t h a t ' s  th e  r ig h t  f ig u r e .  I t  was between - 0 .8  and 
> - 0 . 9 . )  R eview ing t h i s  and o th e r  re s e a rc h  ev id en ce , th e  fe d e r a l  G ene ra l 
>Accounting O f f i c e  conc luded  th a t  ta x e s  d isc ou rag e  smoking more among 
> ch ilc lren  than among a d u l t s .
>
> In  th e  en su ing  decade, two l a t e r  s tu d ie s  f a i l e d  to  f in d  a h ig h e r 
> e la s t i c i t y  f o r  k id s  than f o r  a d u lt s .  N ote th a t  t h i s  does NOT mean th a t
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