


FISCAL NOTE
iR session CISHB 225(L4C)

(H) Publish Date: 4/19/01
Revision Date/Time (Note if correction): Dept. Affected: Revenue .
Title: Alcoholic Beverage Tax BRU: Revenue Operations
Component: Tax Division
Sponsor: Representative Murkowski
Requester: House Finance Component Number: 2476
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 63.0 63.0 63.0 63.0 63.0 63.0
Travel 2.5 2.5 2.5 2.5 2.5 2,5
Contractual 3.0 3.0 3.0 3.0 3.0 3.0
Supplies 10 1.0 1.0 1.0 1.0 1.0
F.quipment 5.0

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 74.5 69.5 69.5 69.5 69.5 69.5

CAPITAL EXPENDITURES
CHANGE IN REVENUES (increase ) [22,238-23878 27,873-29,921127,873-29,921127,873-29,921127,873-29,921 27,873-29,921

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF 745 69.5 69.5 69.5 69.5 69.5
1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type)
TOTAL 74.5 69.5 69.5 69.5 69.5 69.5

Estimate of any current year (FY2001) cost:
Check this box (X) iffunding for this bill is included in the Governor's FY 2002 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a sopaiatn page if necessary)

+ Please see attached bill analysis.

We used the following to arrive at the revenue estimates above: o
1) Alcoholic beverage prices are from the 1999 American Chamber of Commerce Research Association survey for Anchorage.

2) Price elastlcnK ranges from 1990 Congressional Office report: "Federal Taxation of Tobacco, Alcoholic Coverages, and Motor Fuels."
3) We assume that the tax is completely passed on to the consumer in the form of higher prices.
4) We assume that in the first year of implementation, as a result of stockpiling, the revenue increase would bo 20 percent less
from our exPenence with the cigarette tax rate increase).
hat the tax hecomes effective on July 1, 2001.

5) We assume
6) We assume that the decrease in,consumPtion occurs as one-time effect and then does not change.
7) We assume that only Alaska businesses take advantage of the lower tax rate on qualifying breweries.
Prepared by:  Johanna Bales and Brett Fried Phone 907-269-6628 or 465-3682
Division Tax Division Date/ ime April 19, 2001, 1 p.m.
Approved by:  Larry Persily, Deputy Commissioner Date 04/19/2001
Agency Depailment of Revenue
For distribution information, call the Governor's Legislative Office
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Department of Revenue Bill Analysis |
CSHB 225 (L&C) - Alcoholic Beverage Tax (April 19,2001)

Section 1. Increasing the alcoholic beverage excise fax rate.

1 The hi AI creat%s?newt rate ¢ o for “hard" er We recommend that cider
be added to the listing of taxable e eages un er a) as well

%sed on experience \grth the 1997 i |n reﬂee in the tax rate 0{1 %arettes and
obacco proaucts, the department would fike to point out the following:

0 The]re IS o gror\]nsron in this b||| t tax existin wholesa a d retarIr ento
In the state at the new tax rate. When the cijaret ean to acco ucs
rates were rncreased a significant amounto ‘stocknpill 7gtooti la evvrthrn the

state, T (f artment estimates that %p proximately $7.1 million in revenue

was Iosit urin Q e first SR( months qf t etof) CCO tax Increase ue 10

tockpiling. elieve the same thing cou gp n rltthe alconolic

evelage axrate IS Increased. [fit s erntent the ersature to tax

g Istin rnvento at the new rate ere should be transifional language in the

Il reqUirin cfor stock tax". A floor stock tax Is a one-time tax par b

retailers an whoesaer in the state on existin aI?oholrc beverag<

Inventory. However, we believe that there would still be some stockpiling by

individuals.

* There Is ng explicit rovrsron for @ person to PaR/ thF.taxhthe ?rthproduct
om outsr e the sta e tor ersonal consumpt It 1S the Intent
ISlature tﬁ é)ut the tax by q onsumer, aRrovrsron sh?ul be
eton(] 8ehson nmar or the tax ifthey are the first importer
the proauct into the State for ersona consumption.

C %ased on errence with the tobacco tax increase, the department beIreves
ere wouI e an Incentive t try to avoid the Increased st%te ex%se tax.

curre tax r te IS viewed by many as [mmateria, 8
) e Incividuals.

resu I an Increasé In tax avojdance e os[
Au tor "lge deqartment estimates | onul need one full-time Revenue

Range 18) to provide additiona enforcement to ensure that the tax

IS enforce and'that the state does not lose revenues.

Section 2. Reduced rate for small domestic brewers

1 We have lowere tn e est atedt reve ue increase for this Iegrslation to refEct
our pest guesheo the sca Impact ron]t ﬁreduce t%x rate for snh IAlftska eer
Bro Lcer scal note assumes that the In-state brewers are the on

eneficiaries 0 the section.

Page 2 of 3



2 Se(c{tron 2 Incor orates provrsrons ot the Internal Revenue Code that area Ircabl
E omest(% %Pro ucers. The exrstrng %cents er a’on axra
e taned for certain brewers on (:she first 60,000 barrels 31 allon arrels so |n
Because crr]ra 8atronu

er this rovr lon IS f ntontce ayers
ua ication un er gt efe ral rules are restricte ho 0 estrc
E #{u ers, th lﬁr géou%

Rl “'pgrcrrugrn“ua g
status, sueh aqua? ation were ﬁgen state or cantryo origin. One
consequence 0f stich change could be increase admrnrstratrve costs.

3 We ble to estrma]e te the um erof o tof stae rewers thatc uld ualrry or
% e uce tax rate ort enum atwou % constrtutrona ro ems were
Fdres ed. Neither can we estrmate the volume of beer soId n, as ab these
no Aas a brewers. However, the rm ton reven ec% be significant.
€, abr Wer approach 6%thez on ba rel threshold A ells 60 000

arrels n Alaska woul 0 com are to an unqualified brewer pavin
§2 195 Jhp e okl pay sCo1, 000 cormp q paying

4. The docun{ent filed by a brew
Firearm armrn the re ucerj9 ederal tax rate Is fitle Brewer(f Notice of [ntent to
1 testgte IS going to rely on this document, the exact

Pay Reduced
and correct title s ou[d Bé re#erence

erth ﬁhe federal By reﬁru of Alcohol Tobacco and

5. This hill does not address breweries controlled by the same on As such, an
rnrJrSvrdua?w 0 OWNS two%rew r?es coulrr]i stm9 gr‘uasasm rewe 8
el s

educed raie of tax a ergs to the grst 60 beer sod nAl sha dunn%ra
Iscal year oy a contr Igr up 0 brewer]s In this subsectron COP 0 (f rou(P
Wer]c. means two or more rewers In which the same person holds, re [
Inqre tg a0 8ercent ownership interest, [n this subsection, erson inc

I rvr I corparation, partners rp, assoclation, joint venture, estate, trust, or

combination actrng as auni.

6. The tax in current statute is on malt beverages. However, “beer” is ysed for the
reduced rate ?tax In this section. "Beer" ?rould be defined In the hill

f[%darnuaar i e e

(prepared by Johanna Bales and Brett Fried, Tax Division)
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